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PART 1
Alntroduction to Conscious Business

AGet to know the institutes and the
teachers

AGet to know each other
APractical info about the course
PART 2

APlacing IR in strategy
ADefining Integrated

ADefining Reporting

PROGRAM FOR TODAY
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PART 1

Introduction to Conscious Business

Get to know the institutes and the teachers
Get to know each other

Practical info about the course
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Introduction to Conscious
Business
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of the European Union
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The foundation of conscious businesses

LY GKS O2yU0SEG 2F aO2yaOAz2dza odzaAySaa
approach to business that takes into consideration the direct and indirect impacts
of business practices on all stakeholders, including employees, customers, the
environment, and society at large.

Being conscious in the context of conscious business also involves cultivating a
culture of mindfulness and awareness among employees, promoting collaboration
and empathy, and encouraging personal and professional growth and development.

Ultimately, conscious business aims to create a more equitable, resilient and
flourishing world by using the power and resources of business to contribute to the
greater good.

SourceKofman 208
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The foundation of conscious businesses

ACompanies can do good and be successful
at the same time.

A Conscious Business supports the movem
of companies that know that profit and
growth are no longer the main focus. That
you are only successful if the world around
you is also doing well.

A Conscious leaders therefore take into
account all stakeholders who are directly or
Indirectly connected to your company

10
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From traditional capitalism to conscious busine:

O ¢CKSNBE Aa 2yS FyR 2yte 2VyVS ~OA It LJZ2 Yy a A0 AL A U8 i
| . y y Y Y %5 ¢80 Ahabng B3t I20Y5 A0l il Hely 5
business to use its resources and engage in ) : .
. : ) . ' _ The purpose of business is to create profitable
activities designed to increase its profits so long ¢

it stays within the rules of the game, which is to solutions K.J the prob!ems of pe g e
. . Not to profit by creating problems for people
say, engages in open and free competition

6AGK2dzi RS OSdMitanFyedrgand F NI dzi R LG COIEMRRECBE
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Fromtraditional capitalisnto conscious business

FromX

Profit focus
Shareholder perspective
Shortterm

Zero sum

Business Perspective
Conflict of interest
Exploitative
Tradeoffs

Control

Transaction focus
Efficiency

Xto

Purpose focus
Stakeholder inclusion
Longterm
Win-win-win

Impact Perspective
Harmony of Interests
Balanced

Values

Trust

Transformation focus
Effectiveness first | efficiency second

Adapted from Mackey, Sisodia (2013)
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stakeholder-
inclusion

con_sious
business

culture &
management

leadership

The four tenets of Conscious Busines

1sttenet: Purpose
2"d tenet: Culture & Manageme
3'dtenet: Leadership

4™ tenet: Stakeholder inclusion
Context & Transformation
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The four tenets of Conscious Busines

Alnterconnected and mutually
stakeholder- reinforcing

inclusion
AFoundational, not tactics or
strategies

ARepresent the essential elements o
an integrated business philosophy
culture & leadership that must be understood holistical

A to be effectively manifested

consious

business
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<Information on
teacher(s)/ institutions>

Getting to know the
Institutes and teachers




Getting to know each
other!
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Make groups of 3 with people you DO
NOT know yet. ldentify three things th:
you have in common with each other

0KS 40N} y3ISNE (0KS
vote on which group has the strangest
three things in common.
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Practical info about the course

2-week course | 1,5 ECTS

w Lecture 1: Introduction to IR
w Lecture 2: Understanding what's w Lecture 2: Deep dive <IR> Framework
important: materiality
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ALectures are mandatory

Alf you cannot attend a lecture please
contact<name teacher>

Lectures AYou are expected to participate activel

ACome prepared: read the mandatory
readings beforehand and prep Qs

Al 41 ljdzSadAzyas (NR
away from a discussion
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Learning goals & intentions

Why did you choose this course?

Take a few minutes to write this down.
Then pair up with your neighbor to
discuss. Share the outcomes of your
discussion with the group.
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Learning objectives

Aldentifythe elements of integrated reports and the
extent to which the report reflects the conscious
strategy of the organization, using the examples and
knowledge of the course.

A Compardlifferent sustainable and integrated
materialityanalyses and be able to give critical feed
back for improvements of the matrices based on the
knowledge of the course.

AJudgdifferent sustainable and integrated reports on
their level of consciousness using the knowledge In the
course.




"™\ CONsclous
BUSINESS
EDUCATION

PART 2

Placing IR In strategy
Defining Integrated
Defining Reporting
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The value of intangibles

Over the last 50 years, the value of a company has increasingly
become based oimtangibleandindirect financiatopics.

COMPONENTS of S&P 500 MARKET VALUE These intangible topics include:
100% - A Ethicge.g. Volkswagen scandal)
w2 P T X 2% e A Human rightge.g. Nike products
so [ °% from Uyghur work camps)
o = A Environment S ® 3 doill¢akst t f Qa
40% the Niger delta)
20 A Labor conditon® S®3d ! YI T 2y
. warehouses during covid)
1975 1985 1995 2005 2015 2020*
Tangible Assets (@) Intangible Assets
@ SINTERI
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Where mission statements first focused on their <~ oo
LZ2aAlUAZ2Y AY UKS YIFENJSU YR

Fordwil democratize the automobile

Undisputed marketplace leadership

We will destroy Yamaha




XYFEyad 2NEBEYATFGA2YE y2 gk
effects on people, environment and society in their
mission statement

Mission Zero: eliminating our negative
environmental impact by 2020.

At Philips, we strive to make the world healthier and more
sustainable through innovation. Our goal is to improve the live

of 3 billion people a year by 2025.
THon peop Y Y Rabobank is a socialfgsponsible bank. We are committed to

making a substantial contribution towards achievimgalth and
prosperity in the Netherlands and resolving the food issue
worldwide.

a! KSIFfaKeée fA

Build the best product, cause no unnecessary
harm, use business to inspire and implement
A 100% slaveree chocolate industryc i K I G Q& 2 dzNJ solutions to the environmental crisis.
NEBl azy ¢S OON&olaneyR ! ¢y2R/ eAQiaQa 2|
make other people as passionate about 100% sfeae ‘-
chocolate as we are.
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Read the missions of these financial institutions.

If you were a CFO, what questions would you ask related
to nonfinancial information?

Discuss with your neighbor.
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Reporting intangibles

If intangible increasingly make up the value of a
company, reports of organizations should reflect thes
myriad of values.

However, there is no universal standard (yet*)

Options are:

A Oneoff sustainability/ impact repofbllowing research
or a specific program or part of the organization

A Annual sustainability/ impact reparbssibly in addition
to a financial annual report

A Integrated annual repotioth financial and
sustainability/ impact combined in one report

* Legislationis fast 2 A y 3 X
More on the trends and developments in Lecture 2!
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Integrated reporting = strategy!

AAn integrated reporfollowsfrom the organizational strategy

Alntegrated reporting is conscious in nature: the strategy
determines what they need to disclose

Alntegrated reporting is not an isolated goal

A What they do, but alsahythey do it
A Not a goal in itself, bt meango shape their conscious strategy

A Integrated reporting can also be used to fulfill certain goals:
A 1t improves transparency
A 1t can be needed to build trust with stakeholders
A 1t can showcase what you need to improve
A Etc.
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A conscious strategy
means viewing business
as an integrated part of
society and the
environment and
managing + reporting in
such a way.

A multi-capital model

Pioneering efforts, including shareholder value and the shared value model have led to more enlightened views in business and
investing communities, paving the way to fully integrated management. Now some are arguing for a system value model which
integrates the management of issues relating to business, environment and society.

The diagram below is drawn from the work of Future-Fit Foundation, one proponent of such a model.

Changing business reality in the global capitalistic system

Create and protect value for long-term business success.

Business

Business

1970s Shareholder Value Late 1990s Shared Value 2020 System Value

Maximize shareholder return Holistic risk management added Integrated management

Figure 2: Changing focus for management practice: 1970 to 2020 &

Based on Future-Fit Foundation.
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Integrated

Synonyms of INTEGRATED
AUnified

ACombined

Alnterspersed

AMingled

AMixed

Integrated means to includadl valueshe
organization creates
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The value of an organization is often  «7 sucio
grouped Into6 capitals

FINANCIAL 000
This is the most weknown of the capitals. It represents the financial m HUMAN
funds available to an organization, either through financing % é

. i " it I tion th h th ducti ‘ q This capital has gotten more and more attention over the years. It
gz\éesse:?/’if:lz) orinternal generation through the production ot goods represents the competencies, capabilities and experiences of the

individuals the organizations employs.

Nl S '4
- - INTELLECTUAL
MANUFACTURED ’ ~ Hard to capture. This capital represents theNH | Y A T kndiviedtyg | £ Q &
| I I j Also quite well known. This represents the value of the manufacture and other intangibles such as patents and R&D, but also software,
ooo goods or other physical/ tangible assets of the organization. (ﬂ27 procedures and needed systems.

NATURAL

Most organization will use some form of natural capital for their value
creation processes. This includes renewable andnemewable
environmental resources, including air, water, land, biodiversity, and
can even extent to the health of natural ecosystems.

SOCIAL

Stakeholders are gaining in their inclusion in the value of organizations.
This capital represents the relationships and institutions within and
between the communities, stakeholders and other networks
intersecting with the organization.

&
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Starting with Integrated Thinking

wThe active consideration by an organization of the
relationships between its various operating and

I nteg rated functional units and the capitals that the organization

uses or affects. Integrated thinking leads to integrated

Thlnking decision making and actions that consider the creation,

preservation or erosion of value over the short, medium
and long term

wA process founded on integrated thinking that results in a

I nteg rated periodic integrated report by an organization about value

. creation, preservation or erosion over time and related
Re Ortl n communications regarding aspects of value creation,
p g preservation or erosion.

w 02y O0OA&asS O02YYdzyAOFGA2Y | 62dz
I nteg ra‘ted strategy, governance, performance and prospects, in the

context of its external environment, lead to the creation,

R rt preservation or erosion of value in the short, medium and
ep() long term.10

Source: Adapted from IIRC | <IR> framework
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INTEGRATED REPORTING > How the Integrated Thinking & Strategy Group view integrated thinking

2“;’53},‘;‘,’,""“”“ Integrated thinking is a multi-capital management approach that

State of play report enables organizations to deliver their purpose to the benefit of their key
‘ stakeholders over time.

Integrated thinking is about creating and protecting value. Linking
purpose and values to strategy, risks, opportunities, objectives, plans,
metrics and incentives throughout the organization enables better
decision-making.

Integrated thinking requires effective governance, culture, accountability
and transparency. It recognizes the importance of addressing value
destruction, boundary conditions, changing conditions/context and

feedback loops.
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LYUS3IANI 0SSR wSLIZ2NIAY 3

Alntegrated Reporting is[a that results iIn communication by an
organization, most visible a periodic integrated repiot

AAn Integrated Report isca abouthowand
2 NB I Y A diratai\ cdyeas ,danithe
context of its ilead the over the

short, medium and long term

Source: Adapted from IIRC | <IR> framework
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How Is integrated reporting different
from financial reporting?

Thinking: Disconnected
Stewardship: Financial capital
Focus: Past, financial
Timeframe: Short term

Trust: Narrow disclosures
Adaptive: Rule bound
Concise: Long and complex

Source: Adapted from IIRC | <IR> framework

NN i s s s

Integrated

All forms of capital

Past and future, connected, strategic

Short, medium and long term

Greater transparency, report that which is material
Responsive to contextual differences

Concise and material (single page overview)
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Think of #hsert known local organizatisn

What information cannot be missing from an Integrated
Report from that organization based on this?

Make a list and compare with your neighbor.
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In_ sum, materiality & integrated reporting

lal reportao longer meet our Sustainability reportano longer meet
ents our requirements

pics that are linked to  Alnformation is us
of a company are not from the busig
ance sheet strategy

rm) value of a Alt is ofté
can no longer be based relations
Information sustainakb

little predictive performan
Need for Integrated Thinking & Reporting!

lally separate
odel and

hat the

en
financial
lue creation
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PROGRAM FOR TODAY AWhat is materiality(analyze)
PART 2

AThe Materiality Process
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PART 1

What is materiality(analyze)




Materiality
Determining which

topics are important
for the organization

mrnmnmmm  FSSESSHENT STSTAINABLELL. SE
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MATERIALITY

- g"g::; -mnwnnpmmua:;;::ﬂfj
a'=¢wm = IMPA':'I' G ENVIRONMENT
"'—E ISKS E= SOCIALRISRS W™
qulﬂ Illl
i
E.EE
" e 3 el F vians FRAMEWDRE o e
Egn. mJ.!l.!'..@.,“lﬁl AR i REANISAT s ™

&3 MANAGEMENT e AR
ISATION  PeRseecTives v o S

Source image: Shelley Anderson (2021)
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ExampleFinanciamateriality

Overall materiality CHF 17.350.000

How we determined it 1% of total assets

Rationale for the materiality We chose total assets as the benchmark because, in our
benchmark applied it is a relevant benchmark against which holding companis
can be assessed, and it is a generally accepted benchma
with regard to materiality considerations in holding
companies

Source: Buhler, Annual Report 2018
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“FKSNE AayQhd F AAy3Af

Organization
GRI aWal GSNRAFE 1&aLS004aQ NP GK2&S dKKd NBFESOU GKS 2Nﬂbtys'ianﬁtiv§ﬁ/m
aaSaaySyida FyR RSOA&AA2YyaAa 2F adl1SK2T
GLYF2NYIEGA2Y G2 GKS SEGSyd yS0SaalNB F2N by dzy RSNE G yfitdaftiity, 2eMting
G2z Fa F YAYAYdzZYz SYGANBYYSy Gl t 3 & dFioandiat Reponfirg Digedfitsthas & Sogble¥rialilyd S
EU perspectivet ¢ KS NBFSNBYOS (2 (KS O2YLI yeQa WRS@GSt 2LIYSy s LISoddrsarsaror
affecting the value of the company[.T.} KS NBFSNBy OS

> - com| I u? WZ\YLJJ-OE’J 2T wiKS ,(V)zcraLmayérjea@éﬁ
ClimateNBt  USR AYT2NXNI uA2Yy aK2z2dzZ R 0S NBLEZNIUSR AT AU Aa ySOSa
dGal GSNAIFfAGE A& SyidAraide aLISOAFTFAOD ¢KS 2YAaaArzy 2 Niouding drdumstaBees e

FASB magnitude of the item is such that it is probable that ttle jugqmgnt of a rea:s,onqble person relying upon the report wmbddrgv@a,nged or
AYTEdzSYOSR 0é UKS AyOfdzaAzy 2NJ O2NNBOUAZY

GLYF2NXIGA2Y A& O2yaARSNBR (2 6S YFASNRIFIET AF Ada Ydnancidécisichyd ysér

on the basis of the financial information provided.

GLYF2NXIFGAZ2Y A& YFOGSNRFE AF 2YAGGAY3IZT YAaalhday3a 2 pimenpusetdiyinga
purpose financial statements make on the basis of those financial statements, which provide financial information aboiiit &3peNJ5 LJZ2 NJ
IFAC/IIRC/IR G! YFGOSNI A& YFGSNRAFE AF AG O2dzZ R adzadl yidAgSt e IgBMN@E K
Gal GSNRAIFE AYF2NNIGA2Y OFlYy ©0S RSTAYSR ad AYTF2NNIGA2Y osdBydsers af

FRC

IASB

OECD AYTF2NYEGAZY Of
SASB G{'{. ARSYUAFASE TFAYL yég\ Ffte& YI SVNJ\,I- t Aaa szAé > éAKAoéd(oQbratiﬁgpérf&régn
2T | O2YLIl ye YR UKSNBEF2NB IINB Yz2au AYLZ2NIL
G5STAYAY I YL G SdudcifictagpécBmay dieaté a/configf with the criterion of universality. In the contexiai§@lated repo
materiality has a new dimension. Adoption of the Goals required mtdkieholder consultations, and all parties agreed thataiaraspg
UNCTAD SO2y2YA0: SY@ANRYYSyillt YR a20Atf | OGAD

G¢CKS GAYS K2NRT 2y Ffaz2z AyTFfdzsSyOSa ogKSGKSNI NR&aila | NB linvatei
become material only in the long term. In addition, different users of financial statements are concerned with differentftsipks
YSSR RAFTFSNBYyG GeLlSa 2F AyTF2N¥YL

Source: Garst et al (2022, adapted from Table 1. Definitions of Materiality Used by Reporting Standards.)
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Read the definitions of materiality (full table in 2022
article by Garst et al. & previous slide)

From these, what can you see observe as common
elements of materialitacross definitions?

Can you see different perspectives reflected? If so, which?
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PART 2

The Materiality Process
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Reasons to conduct a materiality analyse

Three reasons to perform materiality analysis:

1. To determine the content of a report
A Reporting standard; EUNFRD & CSRD

2. To evaluate current strategic priorities
A Are the existing goals and implementation still correct?

3. To decide on new strategic priorities
A Which topics are priorities for the next five years?

In an Integrated Report, the materiality analysis is often included
to improve transparency about decisions and motivations made
on what to include Iin the report.
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The process of materiality

A Many organizatiorhavelaid out

1. Choosing
waysand stepsto goabout Materiality 2. Specifying topics
determiningmateriality. Perspective
A Researchvorksfrom 6 roughsteps,
undereachseveralquestionscan v
be asked

: _ 3. Determining 4. Calculating
A After these 6 stepsprganisations information sources materiality score

are readyto presentandusethe
results

We will dive deeperinto step 1, 3

6. Materiality cycle
andb.
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1. Choosing
Materiality
Perspective

3. Determining
information sources

2. Specifying topics

4. Calculating
materiality score

5. Selecting Material
topics

6. Materiality cycle
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Two perspectives on materiality

case perspective Societal impact perspective

material if it has a Subject is materialif it is an
Impact on the financial important par
e of the organization. impact of t
society/
Impact ca
environme
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Different standards use different perspectives

Sustainability Accounting Standards Board, 2019:
G{!{. ARSYUGAFTFASA FAYIYyOAlIfft& YIGSNAI f inpadhtdeSidgadcialddoditiorkor dpdiding ibef@makakesicdatpany an& | G | N.
GKSNBEF2NBE IINB Y2ad AYLERNIIFYyd (02 Ay@Sadz2Na®dE

International Federation of Accountants (IFAC), 2015:
G! YIFEGGSNI A& YFAOSNRFE RWNBAYAOD drfAR vEQdyd 2 $IAVIKBB@ A K@ NDDWRBTBERA DS 828) 2y I (G SN dé

Global Reporting Initiative, 2018:
GWal GSNAFE ! 3aLISOGa@NENY ATKAAS yiDRI G AN RATFIOE ViiIKEO2y2YA0: SYy@ANRYYSyYyidltf |yR a
or that substantively influencthe assessments and decisions of stakeholders

Climate Disclosure Standards Board, 2019:
GOYDANBYYSY(dlt AYyF2N¥IFGA2Y Ad YFGSNAILIE ATFY
f The environmental impacts or results it describes are, due to their size and nature, expected to have a sipodiibesabr negative impactonteNH I VA &l G A 2 y C

financial condition and operational resulied its ability to execute its strategy;

1 Omitting, misstating or obscuring it could reasonably be expecteudflicence the decisions that users of mainstream repantske on the basis of that

mainstream report, which provides information about a specific repomirggnisation
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The EU demandiouble materiality
FINANCIAL ENVIRONMENTAL & SOCIAL
MATERIALITY MATERIALITY

To the extent necessary for an understanding of the

company's development, performance and position... ~and impact of its activities

o
o

: E Q})' Gt — @ Can you think of an example?

| climate change \ / b “m.bf finoncialy aesi s ; | company , /

. impact on company —r S o mhndt impact on climate pa—
COMPANY CLIMATE COMPANY CLIMATE
Primary audience: Primary audience:

INVESTORS CONSUMERS, CIVIL SOCIETY, EMPLOYEES, INVESTORS

RECOMMENDATIONS OF THE TCFD

NON-FINANCIAL REPORTING DIRECTIVE

* Financial materiality is used here in the broad sense of affecting the value of the company, not just in the sense of affecting
financial measures recognised in the financial statements.

Source: EU NFRD
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Reporting traditional materiality

ESG metric's impact

on company
dadd (

Reporting double materiality

ESG metric's impact
on company

ol €

Company's impact
on environment

Impact on society and environment

| wide audience of

Impact on company value

Issues with outward

impact should be
presented in public
ESG reports for a

stakeholders.

Issues with business
impact should be
reported in annual
reports to Investors
and lenders.

Source: EU NFRIQ
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Who decides that Is material?

Aln practice, often a third perspective is introducéte stakeholder view

AThis stakeholder perspective states that something is material if the
stakeholders consider the issue material.

AOften it is hard to determine why a stakeholder might find a topic material.
This can be because:

A Businesscaseperspective they select topic that in their view have a significant
Impact on company performance and their goal is the survival of the company

A Socialimpact-perspective they select topic that in their view the company has a
significant impact on, and their goal is to progress the company In society

A Own interests it is important for them as user of the report and their goal to use the _
2ZNHIFYALT T UA2YQa AYT2NNIUOAZ2Y T2NJ UKSAN R
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This third perspective can also be seen’ i
definitions

Sustainability Accounting Standards Board, 2019:
G{!{. ARSYUGAFTFASA FAYIYyOAlIfft& YI G§SNAI f inpadhtdeSidgadcialddoditiorkor dpdding ipef@makakesicdatpany an& | G | N.
GKSNBEFTF2NBE INB Y2ald AYLERNIFYyd (02 Ay@Sadz2Na®dE

International Federation of Accountants (IFAC), 2015:
G! YIFEGGSNI A& YFAOSNRFE RWNBAYAOD drfAR vEQdyd 2 $IAVIKBB@ A K@ NDDWRBTBERA DS 828) 2y I (G SN dé

Global Reporting Initiative, 2018:
GWal GSNAFE ! 3aLISOGa@NENY ATKAAS yiDRI G AN RATFIOE ViiIKEO2y2YA0: SYy@ANRYYSyYyidltf |yR a
or that substantively influencthe assessments and decisions of stakeholders

Climate Disclosure Standards Board, 2019:
GOYDANBYYSY(dlt AYyF2N¥IFGA2Y Ad YFGSNAILIE ATFY
f The environmental impacts or results it describes are, due to their size and nature, expected to have a sipodiibesabr negative impactonteNH I VA &l G A 2 y C

financial condition and operational resulied its ability to execute its strategy;

1 Omitting, misstating or obscuring it could reasonably be expecteudflicence the decisions that users of mainstream repantke on the basis of that

mainstream report, which provides information about a specific repomirggnisation
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Leaving the choice of perspective to stakeholders
advantages and disadvantages:

holders can bring in new ALess insight into why a subject is
ctives material |
lders provide the AMultiple rs = multiple

tion with dicense to mped
eholders can reflect the AMight

Impact of the organization on
ociety and the environment
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Therole of perspectives

Example 1Accion&2019

Felevance for stakeholders

HIGH
Relevance

MEDIUM
Relevance

1. Human caphtal
a 2. Economic performance
3. Service quality and customer satisfaction
4. Equality and divershky among employees
e 5. Won-financlal risks
B e 6. Ethics and amtl-cormuption
7. Innovation and new business opportunides

a &. Supphy chain

9. Safety, health and well-being

Relevance for the company

== Economic Dimension soclal imenskon

Example 1. AkzoNobel 2019

Materiality matrix

M Uswruicrn [ Mariots ] Famsining shese of nganice [ Ity

Topic Section of the repart
& [ A B A Resource productidy Fhun.l!:um:d!.l:ﬁuty[pﬁ'ﬂ-
2 Mote: 3: Operational excellencs
G B Employss devsiopment  Mole 4: Emplioyses
C Saiety Mote: T- Safety
g I Cinoular soonormy Mol B Ginoular soonomy and cimate
i E I F E Supplerengagement Mole & Suppler sngagemment
b F Customer satisiacion Mote: 2= Customers value
g = J K G Innovation & sustainable  Visue seliing [p156)
- paortioios Mol 1: Sustminable products
8 H Cirnate strategy Mete - Ciouar sconvarmy and chmas
g. E L D | Product salety Mol T Safty
& 1 Integriy Compliance and inegriyy management
E M K Human rights Mote B: Humen righes
L Community meokemant  Nole & Programs
Ly Wocium High M Fair teees Financial information Nate B: Income tax
Importance for AkzoMobel
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Societal interest

High

Low

Example 3: DSM 2019

Materiality matrix 2018

Il Society
I Environment Malnulrition & . Health & wellness
Il Business enablers nutrition security Climate change &
W Governance Geopolitical tensions & renewable energy
inequalities
Resource scarcity/
Water security . Circular economy
Digital transformation . . Open innovation
R @ sustainavie food systems
_— . Responsible stakeholder
Biodiversity . business practices engagement
Product & .
food safety O @ caroers s employment
Global
Product Stewardship . footprint
. Trade ot
barriers

Bioethics .

Business impact
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Example 4: Denso 2019

Plotting of Social Issues DENSO’s Materiality (through 2025)

Perspective of society (experts, etc.) ) The Environment Peace of Mind
J" * Prevention of global warming * Provision of safe and secure products
- <4 o € [ & r’a‘ » Prevention of air pallution / - Provision of free and comfortabla
:% "‘%:. Reduction of environmental burden movement
. i ) .
@ - . - - ® = Effective utilization of resources Reduction of traffic accidents
= L L 9 . . - .
= . ‘ * Conservation of water resources RE'PD]?SE to decre_ase in birthrate
% = . . and aging population
a8 | @ - .
El=
& |5 B . . :
3 . ) ‘. | Inspiring (Corporate Foundation)
- L] r
3 . R . ' * Compliance + Occupational health and safety
2 "",‘ * Strengthening of information * Workstyle reforms
'-% Medium High ‘ security * Protection of human rights
> * Promotion of the active role of human + Sustainable procurement
Degree of importance to the Company resources (diversity promotion)

(Level of impact business activities have on social issues) : ) + Governance structure
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Definitions & Perspectives

Dimensions mentioned 65.1%
Businesscase perspective 57.6%
Societalimpact perspective 11.5%
Stakeholder perspective 54.8%

* 477 corporate reports were included. Of these, 427 (89,7%) report included information on materiality assessments. geercenta

presented on this slides relate to the reports included: 427 report = 100%
Source: Garst et al (2022)

%he perspectives on materiality]
need to be more standardized
because having all these differen
definitions starts to get very
conflicting for a company and time
O2yadzyYAy 3¢
C interviewee in Garst et al. (2022)
research
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1. Choosing
Materiality
Perspective

2. Specifying topics

3. Determining
information sources

4. Calculating
materiality score

5. Selecting Material
topics

6. Materiality cycle
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Step 3:
Choosing Information sources

ARegardless of the perspectives, an important part is to talk to stakeholders.
A Internal and/or external and/or document search?

AHow do you do that?
A Surveys, focus group, round tables, interviews, etc.

AThen who are you talking to? What are you asking them?

Can you think of the (groups of) stakeholders a company sho
consult on their materiality?
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Stakeholders included in practice:

Which stakeholders do firms engage with?

80,0%
70,0%
60,0%
50,0%
40,0%
30,0%
20,0%
10,0%
©

(n= 427 reports)

0,0%

& & L& . S A SO N & D &
&6@’ & & Q@“Q' & S A R C I & &
S o G ) e o 2 o Q Qo A
(_.-\) < @ Q’,C\ Qg‘% ] \Lo(t\ d}c& \(@g@' Ww ;}" -‘5;_:0 {_,.06\ <<§\4‘:‘ & \D{é}
-2 ) XS
¥ e & & @ R 5%
B’Q# A 6\?' {\'b' {,Q b\} \ie’
o & & < & <
Q & ) & =
& & @ > &
P \{“’
2
o)

SourceGarstet al (2022)
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Data Collection & Stakeholder dialog

Not specified 50.3%
Secondary data 27.0%
Surveys 26.4%
Interviews 18.2%
General stakeholder dialogue 17.6%
Workshops/Focus groups 8.2%
Taskforce/Council 3.8%

Not specified 50.3%
1 method 17.0%
2 methods 18.9%
3 or more methods 13.8%

SourceGarstet al (2022)
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Examples of stakeholder survey
: Signify 2020 Example 2: Novartis 2018

Brighter Lives questions (social)

Safety at work — Reducing occupational injuries and illnesses of Signify employees and contractors.

Academia and Scientific Community
1.2 .3 4 5 6 .7 8 .9 1

<< low high >> Financial Market Participants

Human rights — Including human rights in Signify’s operations, living wages, social responsibility in its supply

chain and responsible mineral sourcing. Signify’s adherence to human rights principles in its own operations Governments, and Regulatory,
as well as in its supply chain, including labor conditions, human rights, living wages and responsible mineral Political and Economic Stakeholders
sourcing.
1 2 3 4 5 6 7 8 9 10 Healthcare Providers / Industry
<< low high > >

NGOs, NPOs and Charitable
Social impact of light — Including human centric lighting, food availability and quality and access to light. Organizations

Signify’s horticulture and aquaculture products contributing to food availability, its efforts to enable access to
sustainable and affordable lighting in off-grid areas and its human centric lighting products increasing well-

being. Other Companies

Overview of external stakeholder groups involved
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1. Choosing
Materiality
Perspective

2. Specifying topics

3. Determining
information sources

4. Calculating
materiality score

5. Selecting Material
topics

6. Materiality cycle
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Step 5: _ _ _
Selecting material topics
When is a subject material?

ACalculate scores
ALikert scales in questionnaires
AThreshold?

AConsensus between stakeholders
AShould everyone see it as a priority?

AConflicting views

Can you think of an example of conflicting

views between stakeholders?
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< SEREngmaterial topics

Example selecting only the subjects that score high on both axes:

3
J

Priorities in corporate strategies

{
AN

e—( Priorities assigned by stakeholders )—@

Example oEnel 2019
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Example overview of stakeholder conversations

Selecting topics which have:

1.High impact and low
performance of the company
according to stakeholders;

2.Very high impact OR Very low
performance,;

3.Experts indicate that the
subject presents major risks or
major opportunities;

4.External and internal
stakeholders disagree.

CONSCIOUS
J BUSINESS

P EDUCATION

Novartis2018

external vs. internal

significantly different impact or performance ratings. Through
this criterion, we identified where Novartis should take action to
address differences in stakeholder perception. We identified six
topics, two of which were new since our last MA.

Priority topics

Selection criteria True for New topics Total Description

High impact and 6 +6 All topics that were rated high on impact but low on

low performance performance. We identified six such topics.

Very high impact or 7 +4 10 All topics with a high impact rating, including those where

very low performance Novartis performance was rated very highly, as well as all topics
with a relatively low performance rating even if the perceived
impact was very low: We identified where we are performing
well and should maintain the level of performance, and where
we are performing poorly and will need to improve.
We identified seven such topics.

High expert ralingsl 8 +2 12 All topics that were considered to have a high risk or

for risk or opportunity opportunity in our topic expert surveys and interviews.
This indicates the risks to control and opportunities to
leverage. We identified eight topics in this area.

Significant differences 6 +2 All topics where internal and external stakeholders provided
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Example of showing different levels of materiality and what is means for the firm

Materiality matrix

Focus
areas

Monitored
activities

Importance to stakeholders %

Positions

Importance to Syngenta %

We have three levels of
disclosure based on the
importance of the issues
to our stakeholders and
to Syngenta.

Focus areas

We share our views, we measure
and evaluate performance,

and we have set or plan to set
goals or quantitative targets on
the most important issues, in
particular our contribution to
food security.

» Biodiversity in agriculture

» Climate change and greenhouse
gas emissions

» Employee well-being

» Energy, hazardous waste and water use
» Health and safety

» Human rights and fair labor practices

» Innovation in agriculture

» Land productivity

» Pollinators and pesticide use

» Safe and sustainable use of our
products

» Smallholder empowerment

» Soil conservation

» Supply chain sustainability

» Sustainable agriculture practices
» Talent attraction and retention

» Water in agriculture

Monitored activities

We share our views, and

we measure and evaluate
performance on these issues to
sustain the trust and confidence
of our stakeholders, and for us to
be a responsible business.

» Animals in research

» Community relations and stakeholder
engagement

» Corporate conduct

» Corporate governance

» Economic value shared

» Environmental compliance and liabilities
» Other air emissions

» Product compliance

» Security practices

Syngenta 2017

Positions

We share our views on the issues
that engage public interest and
have a bearing on our business.

» Access to technology

» Biofuels

» ChemChina ownership

» Chemicals of concem

» Consolidation in the industry

» Diminishing crop diversity and
monoculture practices

» Food availability, affordability and waste
» Food safety

» Foreign investments in farmland

» Marketing practices

» Product registration

» Public policy and advocacy

» Rural development

» Tax transparency

» Trade

“. CONSscCIOouUS
BUSINESS
&/’ EDUCATION
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Table 2. Overview of the Six Steps of the Materiality Assessment.

Descriotion Practical Insights for Implementation and .
P Reporting 1.Choosing
Choosing Deciding when an environmental, +  Be specific in the materiality perspective(s) M ate rla ||ty > 2 . SpECifying to piCS
Materiality social, and governance topicis used in the assessment .
Perspective material according to the firm + Do not refer to the general “stakeholder P ers pect ve
view" as stakeholders might have diverse
perspectives on materiality
Specifying Topics Identifying topics to include and + Avoid bucketing topics under very general,
frame the topics to fit the context abstract labels
of the firm + In contextualizing labels, use the same level
of specificity and similar framings for all topics
Determining Selecting the information sources + Select information resources that represent
Information that give insights on the stakeholders beyond the firm's value chain and G H
Sources materiality of the topics network 3. Determlnlng ~ 4‘ CaICUIatlng
+ Reportif, how, and why stakeholders’ views H H - inali
A information sources materiality score
Calculating Collection of data to calculate the + When developing a questionnaire, clearly
Materiality materiality scores indicate how participants should compare the
Scores multiple topics (e.g., what is meant with
“impact"?)
+ Take into account recency bias and
knowledge of the participants
Selecting Combining scores to rank and + Record and report the heterogeneity of
Material Topics select the most material topics views between and within stakeholder groups . .
+  Setthe thresholds for materiality in advance 5 SElectlng Materlal R
of combining the scores topics E 6.M aterlallty C\/Cle
Materiality Cycle Using the materiality results and * Plan how to record changes in materiality
handling dynamic materiality over time
+ Reflect with other departments how the

results are relevant for their strategies and
activities

Source: Garst et al (2022, Table 2. Overview of Six Steps of the Materiality Assessment)
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There iINOsingle, universalgccepted
method for Integrated Reporting

ADifferent methods exist and they
can differ significantly

ASome use only a single
perspective

Al 2YS R2y Qi dzaS GK

ASome determine materiality only
on nonfinancial topics and
thereby still create some kind of
non-comparability between
financial and notfinancial
iInformation.

Double ™
materiality

Impact Impacts on
materiality EFSTHesSEEs

SR Inside-out society
ac



“Big 3 Sustainabilily
Reporting Frameworks

Al a Glance

By Ideas On Purpose and Perry Goldschein

GRISTANDARDS

A2

Why? Help businesses, governments and other
organizations understand and communicate the impact
of business on critical sustainability issues.

What's init? Interrelated standards both universal
and topic-specific, ideally used together to prepare
sustainability reports focused on material topics.

Point of View: Outward looking, the company's impact
on the world.

{rR> INTEGRATED REPORTING FRAMEWORK

Why? Help organizations explain how they create value
over the short-, medium- and long-term, both financially
and non-financially, through integrated reporting.

What's in it? An integrated model using six capitals -
financial, manufactured, human, social & relationship,
intellectual and natural. Includes guiding principles and
eight practical content elements for reporting.

Point of View: Principles based, the umbrella for all
reporting, with a goal of consolidation and streamlined
communication.

dle  sAsBSTANDARDS

Why? Help businesses around the world identify, manage
and report on the sustainability topics that matter most
totheirinvestors.

What's in it? Disclosure topics, associated accounting
metrics and technical protocols, and activity metrics for
each industry SASB covers.

Point of View: Inward looking, the world's impact on
company and its financial performance.

What aboul... € 8 cDP

Questionnaires and scoring that help
organizations to measure, manage, reduce
and disclose theirimpact on the environment,
and build resilience, while providing greater

transparency to the market.

Source: Perrgoldschein

&, SUSTAINABLE DEVELOPMENT GOALS

an

“us®  (SDGS)

peace and justice.

The UN Sustainable Development Goals are a
collection of 17 global goals for the year 2030. They
address global challenges, including poverty, inequality,
climate, environmental degradation, prosperity, and

TASKFORCE ON CLIMATE-RELATED

TCFD
. FINANCIAL DISCLOSURES (TCFD)

Voluntary, consistent climate-related financial risks
recommended for companies to disclose to
investors, lenders, insurers, and other stakeholders.
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PART 2

The <IR> Framework
Practical application
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1. Strategic focus and future orientation

o o 2. Connectivity of information
Guiding principles
Seven Guiding Principlasderpin 3. Stakeholder relationships
the preparation and presentation of
an integrated report, informing the fali
contentof the report and how 4. Materiality
information is presented.: _
5. Conciseness
6. Reliability and completeness

7. Consistency and comparability
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1. Organizational overview and external

environment
Content Elements 2. Governance
An integrated report include=ght _
Content Elementthat are 3. Business model
fundamentally linked to each other _ N
and are not mutually exclusive: 4. Risks and opportunities
5. Strategy and resource allocation
6. Performance
7. Outlook
8.

Basis of presentation
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Contentelementsintegratedrep

Source: Integrated Reporting <IR> Framework (2021)
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<IR> Framework

!
|
!
!
i
{
{
!
|
z
]
1
i
i
I
]
{

c
<)
-—
5]
N
c
o
(]
—
O

Financial

Manufactured

Intellectual

Human

Social and relationship )

Natural

External environment

Mission and vision

Governance

Opportunities Strategy and
and risks resource allocation Intellectual

Business model

Business .
activities St

Performance

Future outlook

Financial

Manvufactured

Outcomes

uoyoziunbip

Human

Social and relationship

Natural

Source: Integrated Reporting <IR> Framework (2021)
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Practical applicationthree examples

Relationship

99,68

l Digital and
Technological 6.2 million

Digital and
Tochnological

101 billion

E

Human and
Intellectual

19
e 3 Humanand 2
Intellectual

EUR 2,590 mill

E )

Financial P Financial o

INPUT OUTPUT
Stability of our financial system
' Disintermediation orvrpis
. ocialan
Social and S W Goiationship e

OUTCOMES

Social and Relationship

Oigital and Technological

Natural

Human and Intellectual

Financial

Example JABN AMRO

Inputs Business model Outputs

=

Outcomes

r { Betrouwbaarheid 1

en
en diensten
Arbeidsvoorwearden t ke kosten |
medewerkers \ /
Maatscheppelijke

}-+— Betaalbaarheid }—

Beheren
van netten

\{ Bereikbaarheid }-/
| Suebdntbentpatiebintnd® |

Onze maatschappelijke
impacts

We sturen op:

- Onze economische

toegevoegde waarde

- Onze impact op

klimaatverandering en
grondstofuitnutting

Onze impact op het welzijn
van onze werknemers

- Onze impact op samen-

werking in wijken en
buurten

Bijdrage aan
SDG's 2030

Example 2Alliander

EETL [

tariowen
« Aantrekkdik vastgned

+ Samerwerkings-

verb

+ Merken en concepten
« Innovatie

Example 3Schiphol




What do you think of
the value chain(s)?

How do you
understand the
business model?

CONSCIOUS
BUSINESS
EDUCATION

Is the business model

aligned with the value

model in your opinion
(why/ why not)?
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