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Investor Communications
& ESG Director

To mark this 10th anniversary, we have
revised the format of Reporting Matters
to address the key questions we get asked
by our clients:

e What is driving change?

« How effectively are companies
integrating ESG?

» How prepared are companies to meet
the incoming changes?

« What emerging trends are we seeing?
* How can companies prepare?

We also delve into the proactive
approaches of early adopters outside of
the UK, who have started to incorporate
the CSRD and ISSB frameworks into their
annual reports.

We hope that the insights and examples
we provide will inspire and motivate
preparers to embrace change ahead
and see their reporting as a vital tool in
telling their story to investors and other
stakeholders.

Stephen Butler
stephen.butler@luminous.co.uk

NN

Report contributors

c
£
-

2]

3
T

o

L
-

[=



mailto:stephen.butler%40luminous.co.uk?subject=

Luminous

Reporting Matters | Issue 10

w

WHAT §

n
N THIS
;/J

2

6

12

What is driving
change?

How effectively
are companies
integrating ESG?

How well are
companies
placed to meet
the incoming

changes?

36

42

45

What emerging
trends are we
seeing?

How can
companies
prepare

for change?

Our services

46

43

Our latest work

N How we help

our clients




[=]
la
()
=3
0
L
»
[
0}
+—
+—
o]
p=
(®)]
C
S
[
o
o
]
o

)1

Increasing regulations

UK Corporate Governance Code 2024
The updated UK Corporate Governance
Code was published in January 2024. It
is aimed at strengthening transparency
and trust in the wake of high-profile
corporate failures and will apply to
financial years starting on or after

1 January 2025. Key changes include
the following:

¢ Reporting on governance should
focus on board decisions and their
outcomes in the context of the
company’s strategy.

¢ Boards should not just monitor
culture, but also how this culture
has been embedded across
the company.

¢ Companies are asked to include
a description of malus and
clawback provisions in the annual
report, including:

W\

—  the period for malus and

clawback and why the
selected period best suits
the organisation

— the circumstances in which

these provisions could be used

— whether the provisions were

used in the last reporting
period and, if so, a clear
explanation of the reason.

Boards should provide a
declaration that their material
internal controls, including financial,
operational, reporting and
compliance controls, are effective
as at the date of the balance sheet
(effective January 2026).

International Sustainability Standards
Board (ISSB)

In June 2023, the ISSB published two
global disclosure standards which aim
to meet the needs of investors for
globally comparable, decision-useful
sustainability information:

. IFRS S1 ‘General Requirements for
Disclosure of Sustainability-related
Financial Information’

. IFRS S2 ‘Climate-related
Disclosures’

The ISSB framework is based on the
concept of single (financial) materiality
and builds on existing investor-focused
reporting initiatives, especially the
Sustainability Accounting Standards
Board (SASB) Standards and the Task
Force on Climate-related Financial
Disclosures (TCFD). ISSB reporting is
currently voluntary, but the UK
Government is working on UK-endorsed
ISSB Standards, which are expected to
become mandatory for financial years
starting on or after 1 January 2026.

What is driving change?



Luminous

Reporting Matters | Issue 10

What is driving change?

Corporate Sustainability Reporting
Directive (CSRD)

The CSRD succeeds and builds on the
Non-financial Reporting Directive. It is
based on the concept of double
materiality and aims to provide reliable,
relevant and comparable sustainability
information to drive capital to more
sustainable companies. The 12
European Sustainability Reporting
Standards (ESRS) which were
developed by the European Financial
Reporting Advisory Group (EFRAG)
cover general, ESG disclosures and
were adopted by the European
Commission in July 2023. CSRD
reporting is becoming mandatory in
phases starting from the financial year
2024 for both EU companies and
non-EU companies with EU-based
subsidiaries or securities on EU-
regulated markets, depending on
certain criteria, such as the size of

the company.

Taskforce on Nature-related Financial
Disclosures (TNFD)

The TNFD framework was launched in
September 2023. It is designed to help
companies report and act on nature-
related issues with the aim of
supporting a shift in global financial
flows away from nature-negative
outcomes and towards nature-positive
outcomes. Like ISSB, TNFD is based on
the four-pillar structure of TCFD, which
it seeks to complement. While TNFD is
currently voluntary, the Financial
Conduct Authority (FCA) has been a
strong supporter and the UK has signed
up to several agreements, such as the
Environment Act 2021, the Kunming-
Montreal Global Biodiversity Framework
and the Leaders’ Pledge for Nature,
which commit it to take action on
biodiversity loss and other nature-
related ESG issues, all by 2030. This
suggests that TNFD is likely to move
into regulatory focus.

Transition Plan Taskforce (TPT)

In October 2023, the TPT published its
final Disclosure Framework. It aims to
establish a ‘gold standard’ for climate
transition plans and builds on the global
baseline established by the ISSB. It is
based on three guiding principles —
ambition, action and accountability —
and five disclosure elements:

« Foundations

¢ Implementation strategy

. Engagement strategy

e Metrics and targets
Governance

Both the UK Government and the
FCA are considering transition plan
disclosures for UK companies as well
as mandatory ISSB reporting. Given
that the ISSB’s parent organisation,
the IFRS Foundation, is taking over
responsibility for the materials
developed by the TPT, this is likely
to involve the TPT Framework.

Reporting is the main
source of sustainability
information the outside
world has about
companies and ‘nhon-
financial’ ESG issues can
have very real financial
implications, including
access to capital. For
example, an investor’s
assessment of a
company’s employee
relations and customer
satisfaction is likely to
influence his/her
expectations for that
company’s future
profitability. The more
transparently companies
report on the ESG issues
affecting them and the
more comparable the
information they report is,
the more accurately it can
be assessed by their
stakeholders, including
investors. Frameworks
such as ISSB, CSRD, TPT
and TNFD were developed
to help with this.

Changing stakeholder
expectations

It is no accident that frameworks
such as ISSB, CSRD and TNFD aim

at providing globally comparable,
decision-useful sustainability
information for investors and other
stakeholders. They were developed in
consultation with these stakeholders
and in response to strong demand.
Companies should remember that
reporting is the main source of
sustainability information the outside
world has about them and that ‘non-
financial’ ESG issues can have very real
financial implications, including access
to capital. The more transparently
companies report on the ESG issues
affecting them and the more
comparable the information they
report is, the more accurately it can
be assessed by their stakeholders.
Indeed, in May this year a group of
120 financial institutions, trade
associations, companies and stock
exchanges issued a letter calling on
authorities across jurisdictions to
adopt the ISSB Standards by 2025.

The rise of technology

The rise of technology in general and

Al in particular is having an impact on
corporate reporting, in terms of both
content and processes. Companies are
keen to demonstrate that they are alive
to the associated opportunities and
risks, such as increasing efficiency
while examining data security and
ethical implications. As readers
consume annual reports increasingly
on screen, rather than as printed
documents, presentation formats
continue to shift from portrait to
landscape, while hyperlinks and QR
codes link reported disclosures with
supplementary content online. Last but
not least, electronic tagging systems
are being developed for both ISSB and
CSRD to make sustainability information
machine readable.

("

What is driving change?
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RATING ESG?

Strong integration across
reporting sections

We analysed a selection of annual
reports from all sectors of the FTSE
350, except closed-end investments.
All of them referenced ESG in multiple
reporting sections across both the
strategic and governance reports.
The integration of ESG metrics into
KPIs, risk management and executive

Overview
ESG Integration

remuneration continued unabated and
a majority of companies had also
established a dedicated sustainability
committee or similar. Only the company
purpose and investment case remained
relatively unaffected, which was partly
explained by the fact that around
one-third of the reports sampled did
not include an investment case at all -
despite investors viewing this as a

company’s key differentiator. A recent
survey carried out by Workiva found
that 88% of institutional investors are
more likely to invest in companies that
integrate financial and ESG/
sustainability data, so we would expect
this ongoing incorporation of ESG,
particularly into quantitative elements
such as metrics and targets, to have a
positive effect on investor sentiment.

50%
96%
84%
92%
100%
96%
88%
100%
92%
69%
96%

38%

How effectively are companies integrating ESG?
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How effectively are companies integrating ESG?

Key ESG issues

Climate change, attracting and
retaining talent, and diversity and
inclusion continued to dominate ESG
disclosures. All companies in our
sample discussed people-related ESG
issues as part of their talent or ESG
strategies and only one company had
not identified any climate-related ESG
issues. The majority had also set
targets to reach net zero by 2050 or
sooner and increase diversity in the
workforce, although ethnic diversity
lagged gender diversity by a substantial
margin. However, the human capital
strategy was often poorly defined and
only a minority had specified targets
to increase ethnic diversity in senior
management positions, in line with
the updated Parker Review
recommendations for building a
diverse and inclusive talent pipeline.

Highlights

s

report their scope 3 emissions

Companies should remember that,
while this is not currently mandatory,
the ethnic diversity target in the FCA’s
board diversity rules was adopted
from the previous Parker Review and
investors increasingly consider diversity
in their company analysis. Moreover,
the ISSB recently announced a research
project on the risks and opportunities
associated with human capital.
Emerging board skills, such as ESG and
technology, were also often poorly
documented, despite Al clearly moving
up the corporate agenda, and some
reports did not even include a skills
matrix. Companies should be aware
that investors want to understand

how these specialist areas are
governed and look for evidence that
boards are ‘fit for purpose’ in terms of
skills and experience.

1%

have set targets to increase
ethnic diversity in senior
management

s

have set timebound targets to
increase gender diversity in the
workforce

mentioned scope 4 (avoided)
emissions

Materiality is still not
common

Materiality discussions are still not as
common as one would expect on the
eve of ISSB and CSRD reporting. Half
the reports we reviewed either didn’t
provide any details of how ESG issues
were identified as material or didn’t
mention materiality at all. In some
cases, this was because this
information was available in a separate
report, but only a minority clearly stated
that they had carried out a materiality
or double materiality assessment.
Companies should be aware that
explaining materiality is instrumental in
helping readers understand how well
they manage ESG-related impacts, risks
and opportunities, and therefore their
ESG strategy’s relevance to the
corporate strategy and performance.

T

have carried out a
materiality assessment
or were planning to

s

didn’t mention materiality

iyt

mentioned material topics
but provided no details of
the assessment

Mapping the value chain is
essential yet underdisclosed

Another foundation of ISSB and CSRD
reporting is value chain mapping. Both
frameworks require companies to
disclose the impacts their material ESG
issues have on their value chain, i.e. the
interconnected stages that deliver a
product or service into their customers’
hands, such as sourcing materials from
suppliers, manufacturing, transport and
sales. Only a small minority of the
reports we reviewed included
information on the company’s value
chain and linked this to ESG reporting.
That said, over one-third mentioned the
value chain in the context of emissions
reduction; so, like materiality, value
chain mapping appears to be taking
place, but isn’t disclosed in

annual reports.

'\

\

-

i

s

mentioned their value

chain but provide no details

of its boundaries

W

mentioned their value
chain in relation to
decarbonisation

0%

have mapped their value
chain and linked it to ESG
reporting beyond
decarbonisation

Aligning ESG disclosures
with global frameworks

Most companies continued to reference
multiple ESG frameworks, of which the
UN Sustainable Development Goals
(SDGs), CDP and the UN Global
Compact were the most popular ones.
However, how these aligned with the
company’s disclosures was often not
explained and even companies who
submitted all three of the challenging
CDP responses did not always mention
this in their annual reports. And while
roughly one-third of companies
referenced ISSB and/or CSRD, this was
usually limited to statements that their
implications were being assessed.
SASB, the Global Reporting Initiative
(GRI), TNFD and TPT received relatively
few mentions.

Highlights

b5

have submitted
a CDP response

T

have aligned
with the UN SDGs

iy

support the UN
Global Compact

How effectively are companies integrating ESG?
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How effectively are companies integrating ESG?

Reporting suites need
careful planning

Looking at the number and types of
documents companies published as
part of their annual reporting, we found
that over half maintained a separate
sustainability report and almost
one-quarter published a dedicated
climate or TCFD report.

Many also produced other topic-
specific documents, such as social or
environmental impact, tax or ethics
reports, and almost one-third made the
data tables underpinning the ESG
disclosures in their annual and
sustainability reports available in a data
book. GRI and SASB reports and
calculation methodologies were also
often published separately. Only two
companies in our sample produced just
an annual report.

Specialist reports play an important role
in corporate reporting. For example, the
TPT recommends the publication of a
standalone climate transition plan every
three years with progress and material
updates reported annually as part of
TCFD or ISSB. However, companies
should be aware that suites of many
separate publications, as found in our
sample, some of which were only a few
pages long, make it harder for investors
and other stakeholders to understand
how the disclosures hang together.

This was exacerbated by poor
signposting between reports and the
fact that financial and sustainability-
related reports were often presented
in separate download centres which
didn’t necessarily include all relevant
documents. GRI and SASB reports in
particular were difficult to find.

It should also be pointed out that
both the ISSB and CSRD require
companies to ensure that their ESG
disclosures are not made less
cohesive or understandable through
cross-referencing. The CSRD in
particular restricts ‘incorporation

by reference’ to a finite list of
documents which must be subject to
at least the same level of assurance
and digitalisation (i.e., tagging) as the
sustainability statement.

Companies might want to use this
as an opportunity to review their
reporting suites based on regulatory
requirements, materiality of
information, as well as purpose and
audiences for each report, and tailor
them accordingly.

Overview

Report types

Climate report

- Environmental impact report

- Social impact report

Other topic-specific report

TCFD report

GRIreport

SASB report

Data book

Other

Sustainability report

61.54%
19.23%
7.69%
7.69%
11.54%
3.85%
30.77%
19.23%
30.77%

61.54%

How effectively are companies integrating ESG?
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UK Corporate Governance
Code 2024

Many of the sampled reports were
published before the updated Code.
However, the Code review had been
flagged for some time and several
reports referenced the proposed
changes. In most cases, this was limited
to a statement acknowledging the new
requirements and that they were being
considered, but some companies
decided to publish the work they had
done. This particularly applied to
focusing on the outcomes of board
decisions in the context of the
company’s strategy.

Highlights

T

didn’t mention the outcomes
of board decisions outside the
section 172 statement

In some cases, changes had already
been addressed, such as reviewing the
effectiveness of the internal control
framework, including financial,
operational, reporting and compliance
controls, and providing information on
malus and clawback provisions. Several
companies mentioned that their audit
or risk committee is responsible for
overseeing non-financial reporting,
such as TCFD, while others had
established dedicated sustainability or
other ESG-focused board committees.
The vast majority of companies in our
sample already provided information
on malus and clawback provisions in
their remuneration report, including
circumstances in which they could

be used.

s

referenced non-financial
reporting in the audit
committee report

_
R g

Conversely, monitoring culture
appeared to be less of a focus
compared with previous years, with
over half of companies in our sample
only providing a high-level overview or
not mentioning it at all. Culture was also
increasingly linked to people, in addition
to or instead of purpose or values.
Nevertheless, almost half explained
how their desired culture is embedded
within the company.

il

provided a detailed explanation
of how the board monitors
culture, including metrics

o=

How well are companies placed
to meet the incoming changes?

16
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How well are companies placed to meet the incoming changes?

Case study

United Utilities
Annual Report 2023

The matters discussed by the Board
are clearly presented as actions and
their outcomes, anticipating the
incoming requirements of the
updated UK Corporate Governance
Code 2024. Additionally, they are
linked to the company’s strategic
priorities using colour-coded icons.

United Utilities
Group PLC

folted Wator for the North West

«vest

QOutcomes

Endorsed the nature, extent and management of key

43 10 SyuBWeYelS [eloUEUL puE Jioday [enuuy pajeiBelu| OTd dnoiD s

business risks and endorsed the view that the risk appetite

approach and framework remained fit for purpose.

The risk management and internal control systems were

considered to be effective.

Approved the activities undertaken to enhance the
effectiveness of the group’s security controls.

Approved amendments to the terms of reference of the

ampany’s committees as appropriate.

132

Corporate governance report

Board leadership and company purpose

Providing great water for a stronger,
greener and healthier North West Lk to

Actions

Govern

ce

Reviewed and debated the overall risk profile of the
group, and in particular the principal risks, emerging
risks and risk appetite, including a review of the most
significant operational risks.

Reviewed the risk management systems, including
financial, operational and compliance controls and
reviewed the effectiveness of the internal control systems.

Reviewed and discussed developments in
cyber crime.

Reviewed the terms of reference for the audit,
remuneration, treasury and ESG committees and
received post-meeting reports from the chairs of each
committee summarising discussions and actions.

Considered the proposal to establish a board

Cross strategic
Outcomes reference priorities

Endorsed the nature, extent and management of key See page 60 @
business risks and endorsed the view that the risk appetite
approach and framework remained fit for purpose.

The risk management and internal control systems were  See
considered to be effective. page 150
Approved the activities undertaken to enhance the See page 73

effectiveness of the group’s security controls.

Approved amendments to the terms of reference of the ~ —
company’s committees as appropriate.

with delegated responsibility to oversee compliance
With regulatory assurance requirements and to be kept
abreast of any changes thereto.

Reviewed biannual updates on changes and
in corporate g

Reviewed and discussed the internal evaluation of the
board, its committees and individual directors and
conflicts of interest.

Reviewed the performance of the statutory auditor and
recommendation for reappointment at the 2023 AGM.

Reviewed the resolutions and notice of meeting for the
2023 AGM.

Reviewed the approach and progress of work to
identify areas where there is any risk of modern slavery

occurring in our supply chain.

Reviewed the i of the

the i i chaired by
Alison Goligher.

Matters ii as i ppropriate. - @%

Identified action points and any ongoing training needs.  See
page 145

Accepted the recommendation from the audit See %

committee that KPMG be proposed for reappointed at  page 165

the 2023 AGM.

Approved the resolutions to be proposed at the 2023 See

AGM, and convened the meeting. page 214

Approved the 2023/24 slavery and human See

trafficking statement. page 213

Concluded that the whi ing policies and See pages

policies and processes and incidents under
investigation and noted the activities within the
business to prevent and detect fraud.

Treasury hedging policies deep-dive session.

Zonsidered the impact of the Russian invasion of
Jkraine on the supply chain.

paRegular review of the progress of the Direct

Procurement for Customers (DPC) approach and
readiness of UUW as part of the project to replace
sections of the Haweswater Aqueduct.

Water quality deep-dive session.

Reviewed the 2022 Annual Performance Report and
supporting assurance..

processes were effective and noted the activities within 137 and 167
the business to protect and detect fraud.

Provide the board with an in-depth session into the See @
group’s treasury hedging policies regarding interest page 169
rates, inflation, electricity and other commodity prices.

Sought to mitigate the impact on the supply chain and See page 74
source alternative suppliers where possible.

Se egulated business and its stakeholders

Board kept fully apprised of progress at key stages of the  See page 68 @
project through regular presentations at board meetings

and the UUW board approved the issue of the tender

pre-qualification questionnaire.

Provide the board with an in-depth view of the
strategy for managing and improving water quality; an
understanding of the importance of critical assets in the

integrated supply zone during the future construction

activity to replace sections of the Haweswater Aqueduct.

Approved the submission of the 2022 Annual
Performance Report to Ofwat.

=1=)

unitedutilities.com/corporate

Outcomes

: In-year customer performance measures monitored

ers continued

against regulatory targets.

Provided an in-depth review of the submission and the
opportunity for the board to challenge management’s
Improve Createn approach and provide strategic guidance prior to submission
of the draft plan in June 2022.

Key

our rivers greener futu

ct Approved the capital sanction.

Actions
Regulated business and its stakeh.

Reviewed customer service performance measures.

Drainage and Wastewater Management Plan
deep dive.

Considered the capital sanction to support the project
at Oswestry water treatment works.

;ovi‘e\ged the disposal of United Utilities Re;
:ppoftunityn..., it‘ed‘ @ @

approach and provi @
of the draft plan in June 2022.

Approved the capital sanction. @ @

Other group business

Considered the offer for the entire issued capital of
United Utilities Renewable Energy Limited.

Considered the renewal and extension of the existing
revolving credit facilities until December 2026 to
support the working capital needs of the Water Plus
Group, the joint venture with Severn Trent.

Approved the disposal of United Utilities Renewable See @
Energy Limited. page 246
Approved the renewal and extension of revolving credit  See @
facilities until December 2026, aligning with those page 278

provided by Severn Trent, the joint venture partner.

Shareholder relations

Received and discussed a presentation by Rothschild
Investor Advisory on investors’ views and perceptions
of the group in relation to, among other things:
strategy; the group’s unique selling proposition;
performance; and how the company compares with
other listed water and wastewater companies.

Regularly received and discussed feedback from

i to-face meetings and
correspondence between investors and the Chair, CEO
and/or the CFO, and other communications received
from large investors.

Reviewed the 2020-25 business plan and the
2022/23 budget.

Reviewed and approved the half and full-year results
and i and i

Provided the board with an indirect view of See @ @
investor perceptions. page 137
Provided the board with a direct view of investor See @ @
perceptions and the opportunity for review and page 137

discussion and review of the group’s response
as applicable.

Noted the 2020-25 business plan and approved -
the 2022/23 budget.

Approved the half and full-year results and associated -

dividend payments.
Reviewed management's proposed going concern and
long-term viability statement.

Reviewed tax policies and objectives proposed by

management for 2021/22.

Reviewed the annual pensions update.

Reviewed the annual treasury update.

Reviewed the annual insurance programme
for 2022/23.

Reviewed progress with material litigation involving
the group.

and consi and approved the
interim and final dividend payments to be paid
to shareholders.

Approved the going concern and long-term See pages
viability statement. 150 to 152
Approved tax policies and objectives for 2021/22. See
page 208
Pensions strategy affirmed and endorsed the See @ @ @
preferred methodology for Guaranteed Minimum page 255

Pension equalisation.

Approved the treasury policies; the group's funding See @ @
requirements for the year and the potential sources page 169

to meeting these funding requirements; and managing

the group’s interest rate and other market risk exposure.

Approved the annual insurance programme -
for 2022/23.

Strategy to defend claims robustly affirmed. See page 75

Stock code: UU.

133

92UBUIBNOD)

How well are companies placed
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How well are companies placed to meet the incoming changes?

Case study

Unite Group
Annual Report 2023

Having provided an overview of the
activities its Board undertook during
the year, Unite Group deep dives into
the Board’s decisions related to its
strategic objectives. The Board’s
governance role for different aspects
associated with each strategic objective
and the decisions taken are clearly
explained and linked to principal risks.

UNITE
STUDENTS

CREATING A
HOME FOR
SUCCESS

Board's governance role

Sustainability and ESG:

STRATEGIC REPORT GOVERNANCE

BOARD ACTIVITIES continued

Board decision-making during 2023 contint

trusted business, our wider rela
stakeholders demand we and s
proactively manage environmental, 1

social and governance risks. The }

Board oversees the setting and Rea(gsible
implementation of our Sustainability B
Strategy, which has the overarching fironmental,
ambition for Unite Students to lead Ay

the living sector on sustainability

he overarching

issues and be in the leading group it o eac
of real estate companies in the 1 sustainability

i che leading group
wider sector.

.ompanies in the

RATEGIC OBJECTIVE

ponsible and
ant business
As a listed plc and responsible Fal

ar Sustainability

Link to principal risk

Sustainability/ESG risk
Failure to meet sustainability

related reporting requirements
and stakeholder expectations.

Read more 76

FINANCIAL STATEMENTS OTHER INFORMATION

N

What the Board did in 2023 and its decision-making

The Board continued its oversight of our Sustainability Strategy
and Net Zero Carbon Pathway, built on science-based targets
validated by the SBTI, to achieve our objective of becoming

net zero carbon across both the Company's operations and
development activities by 2030. Further information can be
found in our stand-alone Sustainability Report.

The Board has remained up to date with ongoing ESG regulatory ., .

and reporting requiremenits and has met with management to
receive updates on compliance; providing appropriate challenge

0 ensure we meet our obligations.

ontinued

= Board considered the Board's specific climate change ris’
“ifying them across: Regulatory risk; Physical risk; Tran:
*d Stakeholder risk. The Board considered the imr
< and oversees the assurance of the corresr

Bent.

What the Board did in 2023 and its decision-making

The Board continued its oversight of our Sustainability Strategy
and Net Zero Carbon Pathway, built on science-based targets
validated by the SBTi, to achieve our objective of becoming

net zero carbon across both the Company’s operations and
development activities by 2030. Further information can be
found in our stand-alone Sustainability Report.

The Board has remained up to date with ongoing ESG regulatory
and reporting requirements and has met with management to
receive updates on compliance; providing appropriate challenge
to ensure we meet our obligations.

The Board considered the Board's specific climate change risks,
identifying them across: Regulatory risk; Physical risk; Transition
risk; and Stakeholder risk. The Board considered the impact of
these risks and oversees the assurance of the corresponding
risk management.

The Board oversaw the Unite Group's launch of the Sustainable
Procurement Framework in early 2023. This framework included
a refreshed Sustainable procurement policy which requires,
among other things, suppliers to have policies in place regarding
the minimum legal age of employment and compliance with
local laws regarding working hours and overtime.

In addition the Board also had oversight of the launch of our
Sustainable Construction Framework which will inform how we
procure future net zero developments.

Fire safety:

Proactive Board oversight of
improvements in fire safety and
demonstrating leadership on
cladding remediation.

Operational risk

Major health and safety incident in
a property or a development site.

Read more 73

The Board continue to oversee the cladding remediation
programme and the progress against its delivery.

The Board continues to have oversight of the works being
undertaken in respect of fire safety.

Employee wellbeing:

Governance to ensure the health,
safety, wellbeing and security of our
employees is paramount.

Diversity, equity and inclusion:

People risks
Loss of talent and capability.

Keeping pace with changes required
to ensure we meet our DEIBW goals.

llaria del Beato remains the Board's Designated Non-Executive
Director for Workforce Engagement to help ensure the views and
concerns of the workforce are brought to the Board and taken
into account.

Through our Culture Matters forum, the Board monitors
employee engagement and issues which are important to
our employees.

Read more 75

The Board monitors progress N 5 B B

against our value, Creating room The Board also has oversight of our Diversity, Equity, Inclusion,

for everyone. Belonging (DEIB) and Wellbeing strategy and progress

against objectives.

Read more about employee wellbeing and DEIB Doa
in ives under Workforce engagement

Higher Education Market risk Ongoing Board monitoring of Higher Education Government

Government Policy: Policy and its impact for PBSA and universities more widely.

Supply and demand.
Continued focus on potential
Higher Education Government — B2z

Policy changes.

THE UNITE GROUP PLC Annual Report and Financial Statements 2023
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ATEGIC OBJECTIVE

A responsible and
resilient business continued

FINANCIAL STATEMENTS OTHER INFORMATION < 0 - 107

Board's governance role

Covenant compliance:

Group Board oversight of our
Covenant compliance under
debt facilities.

Link to principal risk
Financing risk

Failure to comply with
contracted Covenants.

Read more 79

What the Board did in 2023 and its decision-making

The Board monitors Covenants’ compliance across a range of
incomef/stress scenarios to ensure that if any risks emerge, the
Board is ready to identify further action and work with lenders
well in advance.

Covenant compliance also has oversight in the Audit & Risk

Committee and by the external audit review of our Covenant
compliance through the Going Concern process.

Read more in the Financial review 4

Capital structure:

Unite Group Board focus on a strong
and flexible capital structure, which
can adapt to market conditions,

and reduce and diversify the cost

of funding.

Financing risk

The increasing cost of debt and
being unable to obtain funding at
a cost that is within our risk appetite.

Board oversight of our capital structure, including the £600
million sustainability-linked unsecured revolving credit facility.

The Board approved the £300 million capital raise in july 2023
which received strong investor support. The proceeds will be

used to grow our committed pipeline and increase investment
into our existing estate through asset management projects to

eadinoly Ze enhance future returns.
Read more in the Financial review a1
Leadership development and People risk The Nomination Committee focused on Board succession

succession planning/talent pipeline

Retain a high performing workforce
with suitable succession plans

and a focus upon diversity,
equality, inclusivity, belonging and
wellbeing goals.

Lack of strategic leadership
capability to deliver a challenging
business strategy.

Read more 75

and diversity, as well as our wider leadership talent pipeline
and development.

The Board approved the appointment of Angela Jain as
Non-Executive Director with effect from 1 August 2023.

Joe Lister was appointed as Chief Executive Officer replacing
Richard Smith who stepped down with effect from 31 December
2023. Mike Burt was also appointed as Chief Financial Officer from
1January 2024.

Read more about succession planning/ y
talent pipeline D

THE UNITE GROUP PLC Annual Report and Financial Statements 2023
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How well are companies placed to meet the incoming changes?

Case study

Lloyds Banking Group
Annual Report 2023

Lloyds Banking Group provides
information on how the Board oversees
the embedding of a value-led corporate
culture. This is highlighted by the Chair
in his introduction to the governance
section.

Chair's introduction

ersity, equity and inclusion

Strong governance
provides the
foundation

for all that

wedo

Climate ambitions

)
Sir Robin Budenberg
Chair

ange required to delival

Board oversight - o U:uon,_tho Board, the Board
up’s Information Technology and
) have each played a vital role in evaluating
on page] 1 execution risk and overseeing operational

Fori€NCE requirements. Read more on risk management
° pages 101 to 106. T poges 821083

Promoting a healthy culture

Building on previous years’ commitments to promaoting o
values-led culture, the Board has deepened its und anding of
colleague and customer sentiment. Further details on the Board's

role in overseeing the embedding of a healthy corporate culture
can be found on page 86.

72 UoydsBanking Group ple Annual Report and Accounts 2023

rom the following sourcs
f colleagues responde
N
surveys with 25 per cent
cus on key topics
nal and external
00 comments from.

" Board monitoring of culture progress
New for 2023: Culture Dashboard

81%
coos sy
200,01\/0

colleague survey comment:SUTVEY response rate

Loyds Banking Group|

Early adoption of the ISSB
Standards remains rare

Two-thirds of companies in our sample
didn’t mention ISSB at all and most of
those who did only issued a holding
statement, so it was difficult to gauge
the level of preparedness among FTSE
350 constituents. Only two companies
had started to report against the four
ISSB pillars, although not all required
disclosures.

To be well prepared for this challenging
new framework, we would expect to
see an indication that companies have
carried out a materiality assessment to
identify their material ESG topics,
mapped their value chain and report
against TCFD and SASB - and therefore
should have some or all of the
necessary data collection processes in
place. However, few companies
provided clear information on
materiality and value chain mapping
and, while all reported against TCFD,
only about one-third mentioned SASB.

Highlights

s

reported risk management for
key ESG issues other than
climate change

That said, thanks not least to
mandatory TCFD reporting for LSE-
listed companies, ESG-related
governance and risk management are
relatively well established, so almost all
sampled reports provided information
on responsibilities and processes, with
the majority also linking them to key
ESG issues beyond climate change.
Likewise, most companies had set
timebound targets for these issues.
However, they were generally not
discussed in terms of risks and
opportunities, and their impacts on the
business, strategy and financial
planning, except as part of risk
management. Even the impacts of
climate change were often discussed
in qualitative, rather than quantitative,
terms.

This suggests that companies still
struggle to connect ESG issues with
their corporate strategy or are reluctant
to talk about it. If ISSB becomes
mandatory in the UK, we would expect

W

reported against SASB

its strategy pillar to be a key area of
consideration given the detailed
disclosures required, including for
quantitative data linked to the financial
statements.

While this is not expected to happen
until 2026, companies in scope of the
UK Companies Act 2006 and/or listed
on the LSE should start preparing now.
Value chain mapping in particular is
likely to be complex and time
consuming, as it requires companies to
define their value chain and collect data
from suppliers, customers and other
third parties, often for the first time.

Are you preparing for ISSB?
Luminous can help with:

¢ Materiality assessment

¢ IFRS S1 and S2 gap analysis
¢ Roadmap development

¢ Report planning

¢ Disclosure tracking

Please don’t hesitate
to contact us at
stephen.butler@luminous.co.uk

iy

provided information on the
impact of ESG risks and
opportunities other than
climate change on business,
strategy and financial planning

How well are companies placed
to meet the incoming changes?
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Client case study
Severn Trent
Annual Report 2024

Severn Trent has started to consider
the IFRS S2 requirements in its TCFD

5Tn

is section of our TCFD di
industry
incorperated metric
progress to

sused byt

losure sets out the industry and cross

etrics and targets against which we have reported. We have
Board and management to measur

wards our targets, and the impact this has had in terms of

DISCLOSURE UNDER SUSTAINABILITY
ACCOUNTING STANDARDS BOARD

rl

I financial investment. These meet the ISSB and FCA guidance and our
metrics go above and beyond what the Sustainability Accounting
Standards Board "SASB') recommends. The table on page 75 shows

METRICS AND TARGETS i."cw measures map across to the recommendations of SASE, and

disclosures. It also includes an index
table showing where in its reporting
suite the metrics and topics of the

Companies in the Water Utilities and Services industries are recommended to report against the following metrics and topics for SASE standa
in the standard IFRS 52 [Climate-related Disclosures).

DISCLOSURE UNT i

hanges

urther detail can also be found within our Sustainability Report. Energy Management [1] Toval energy consumed, (2] percentage grid eleciricity, (3) Annual Report and Accounts
. .. it bl
SASB standards that companies in its _ , ACCOUNTING ST percentage renewabte
We measure and manage a wide range of metrics, w Distribution Netwark Efficiency Water main replacement rate Annual Performance Reports

sector are recommended to report
against under ISSB’s IFRS S2 can
be found.

DRIVING
LASTI

help us assess how effective these are in minimising .

risks in a changing future. These include a range of

metrics that measure our ability to provide and take awa,and CFD requirements below
water, our influence and impact on natural capital, our

adaptation measures and any changes in the regulatory

environment. These are reported annually in our

how = Carben Disclosure Project 'CDP') for our 2022/23 disclo

Annual Performance Report to Ofwat, which provides urther umation from companies about climate change and

atransparent assessment of our performance.

Severn Trent has reported against the Metrics and Targets TCFD recommend

TCFD recommendation
CFD requirements

g) Describe the targets used by the company to manage
climate-related risks and to realise climate-related
opportunities, and performance against those targets.

h) Describe the key performance indicators used to
assess progress against targets used to manage
climate-related risks and realise climate-related
opportunities, and the calculations on which those key
performance indicators are based.

TCFD recommendations - Metrics and Targets

a) Disclose the metrics used by the organisation to
assess climate-related risks and opportunities in line
with its strategy and risk management process.

b) Disclose Scope 1, Scope 2 and, if appropriate,
Scope 3 greenhouse gas 'GHG') emissions and the
related risks.

c) Describe the targets used by the organisation to
manage climate-related risks and opportunities and
performance against targets.

climate change informatis

ns and CFD requirements below

Progress this year

We were again awarded an A- from the Carbon Disclosure Project ['CDP') for our 2022/23 disclosure
(awarded in 2023/24). CDP requests information from companies about climate change and scores each
company on the quality and completeness of responses. Our climate change information is publicly
accessible.

We continue to expand on our TCFD disclosure to incorporate financial information, as we recognise the
importance of this in providing greater transparency over the impact climate change has on our
investment decisions. This will continue to expand as we set new targets and challenge ourselves to
deliver against our net zero ambitions in the next five years. Our PR24 Business Plan incorporates new
metrics and targets against a range of objectives, including tackling the challenges of water scarcity and
flood risk alleviation.

We implemented an internal carbon tax in 2022/23 which continued into 2023/24 across all directorates.
This raised another £5.2 million of funds, in addition to £5.2 million in 2022/23, that were invested in our
Net Zero Transition Plan, including new research and development innovations

We continue to hold the Advancing Tier for the Carbon Trust Route to Net Zero Standard: this certification
recognises the progress of an organisation on its route to net zero.

Our financial planning processes - both for this AMP and for AMP8 - integrate carbon prices within both
our annual processes and our investment objectives, to support delivery of our ambitious transition plan
over the next AMP. In collating our submission to Ofwat for our PR24 Plan, we used a benefits assessment
tool 'BAT’) to ensure our decisions are driven by least cost and best value, taking into account natural
capital, social, biodiversity and other non-monetary benefits, alongside financial return. Our analysis and
research for our PR24 Business Plan also provided customer insights into the impact of increased
investment on affordability. Customers support increased bills to benefit future generations, provided
that billimpacts are gradual. More information can be found in our LTDS.

Set out below are cross industry metrics and targets against which we aim to report, and our current process maturity which helps us assess
where to develop and enhance our reporting to meet evolving requirements.

Process

Reference maturity
GHG emissions. See table on page 72 3
Transition risks - the amount and percentage See sections 1 - 3 of Key Metrics and Investment table on pages 65 to 66 2
of assets or business activities vulnerable to
transition risks
Physical risks - the amount and percentage of assets See sections 4 - 6 of Key Metrics and Investment table on pages 65 to 66 2
or business activities vulnerable to physical risks
Climate-related opportunities - the amount and See Key Metrics and Investment table on pages 65 to 66 2
percentage of assets or business activities aligned
with climate-related opportunities
Capital deployment - the amount of capital See Key Metrics and Investment table on pages 65 to 66 3
expenditure, financing or investment deployed
towards climate-related risks and opportunities
Internal carbon prices [amount and explanation of See section 1 of Key Metrics and Investment table on pages 65 to 66 3
how it is used)
Remuneration (% remuneration recognised in current See section 3b of Key Metrics and Investment table on pages 65 to 66. Further detail can be 3

period that is linked to climate-related
considerations, and how these are factored in)

found within the Directors’ Remuneration Report on pages 169 to 173

We have rated our disclosure by reference to the maturity of our processes and readiness to disclose the required level of detail against the above cross industry metrics:

e have incorporated the required detail within this disclosure across the subsequent pages.

Companies in the Water Utilities and S
in the standard IFRS S2 (Climate-rela’

Energy Management

Elfuent Quality Management

Distribution Network Efficiency

Water Atfordability & Access

Effluent Quality Management

Water Affordability & Access A
inc

TNumt inking Water Quality
non-pe
Discussi
water, inc.

Drinking Water Quality Number of i. “
water quality End-Use Efficiency

Discussion of st,
emerging concer!

End-Use Efficiency Percentage of water .

designed to promote cu eaker 2Ly Heed leaco

Customer water savings fi

Water Supply Resilience Total water sourced from regi

Baseline Water Stress, percentay,

Volume of recycled water delivered to cu-

Discussion of strategies to manage risks assox

and availability of water resources &

Network Resiliency & Impacts of Wastewater treatment capacity located in 100-year flooa -
Climate Change

(1) Number and (2] volume of sanitary sewer overflows (SS0), (3)
percentage of volume recovered

~siliency & Impacts of

Volume of non-revenue realwater sses

Humber of incidents of non-compliance associated with water
effluen guallty permits, standargs, and regulations

Discussion of strategies to manage effluents of emerging concern

Average retall water rate tor [11 residential, 121 commercial, and (3
INgusTrial customers

Humher of residential custamer water disconnections for
NON-PayMent, percentage reconnected within 30 days

Discussien of impact of external factors on customer affordability of
waler, including the economic conditions of the service territory

Number of Incidents of nen- compuance J55oCKted with drinking
waler gualily standards and regulations

Discussion of strategies to manage drinking water contaminants of
BTErging concern

Percentage ofwater utility revenues from rate structures that are
designed ta promaote conservation and revenue resilience

Customer warer avings from afficiency measures, by market

Tatalwater sourced fram regions with High or Extremely High
Baseline Warer Strass, percentage purchased from a third party

Volume of recycled water delivered Lo customers

Discussion of strategies to manage risks associated with the quality
and availabilivy ofwarer resources

Wastewater treatment capacity located in 100-year fleod zones

18] Number and |2} volurne of sanitary sewer over lows [S50], (3]
percentage atvolume recovercd

111 Number of unplanned service disruptions, and [7) customers

(1) Number of unplanned service disruptions, and [2) customers
affected, each by duration category

Annual be, ATTECT2d, @3Ch by duration category

Lorte tn jidentify and man=~-g

Description of efforts to identify and manage risks and opportunities
related to the impact of climate change on distribution and
wastewater infrastructure

Annual Reportand Accounts
DWMP and draft WRMP

@ The reports referenced above can be located on the regulatory library section of our website

Annual Ferformance Heports

Annual Performance Reparts

Drainage and Wastewater Management Plan
DWMP'|

Reter to our 2023/2024 Scheme of Charges
Household Customers

Refer to aur 2020/7024 Scheme of Charges -
Wholesale Charges Mon-Housenold

We do not disconnect household customers for
non-payment of bills

Annual Report and Accounts

Annual Performance Heports

Annual Report and Accounts

Annual Ferformance Heports

Annual Performance FReports

Refer tothe FAWater Scarcity Strateqgy P
['WSSR'], cur reporting on sourcing fre
reginns is outlined within the A WST

Annual Performance Reporls

DraftWRMP

DWMP

Evenil Dural?
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we have sought to provide detail on some of the required information while we establish more mature processes to improve the level of information available in future.
1= we are working to establish new processes that support our work to provide a more detailed disclosure in future.

SEVERN TRENTPLC ANNUAL REPORT AND ACCOUNTS 2024 63 SEVERN TRENTPLC ANNUAL REPORTANDACCOUNTS 2024 75
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Case study

United Utilities
Annual Report 2023

United Utilities explains that its
Annual Report incorporates the four
pillar structure of TCFD, ISSB and
TNFD. To help readers find the
information relevant for each
framework, it has placed an index
table on the opening pages of the
report which includes page
references for all three frameworks.

United Utilities
Group PLC

Imegrated Anausl Ruport andt
Financis! SLatements far the peer
2021

i Water for the North West

Updating our report to further
integrate ESG disclosures

The frameworks and standards for ESG reporting are developing

rapidly in response to growing expectations and increasing

interest from investors and other stakeholders. For example, the
t draft standards from the International Sustainability Standards
r Board (ISSB) ask that all material sustainability-related risks and
opportunities be disclosed in line with the four-pillar approach
used by the Task Force on Climate-related Financial Disclosures
(TCFD), i.e. providing information on strategy, governance, risks
and opportunities, and metrics and targets,

Asg part of our drive to continuously improve our reporting to

meet investor and other stakeholder needs, we have evolved

;| our report this year to incorporate these four pillars centrally to
our business model. As a result, our sustainability disclosures

For over 20 years we have measured ourselves aga, . i < :

national and international benchmarks of responsiblt (including the required components of TCFD reporting) are

business practice, often breaking new ground in the w. integrated much more fully across our report. Each pillar of our
the water sector approaches challenges such as catchr AR 5 5 : 2
BRI SRR S, business model provides general company information as well
bills through affordability schemes. ore specific climate and nature-related information, and ot*
L R N N DI S N+ s ues of material interest to readers.

accreditations to give confidence in the way we are operating.
We continue to evolve existing programmes, develop new
initiatives, and respond to the changing world in which we
operate. For example, we have been undertaking a project

to integrate six-capitals thinking into business processes and
planning to better inform our decision-making and enable us
to create and protect value for all stakeholders.

Benchmarking our
ESG performance

an.
as parcs8 the integrated thinking approach we t2’

meet investor aningss, with sustainability con=*
our report this year to Inuw ae =1 _ 41.;.. . centrally to
our business model. As a result, our sustainability disclosures
(including the required components of TCFD reporting) are
integrated much more fully across our report. Each pillar of our
business model provides general company information as well as
more specific climate and nature-related information, and other
key issues of material interest to readers.

@ Read more about the six capitals on page 34

We actively participate in a range of global ESG ratings,
indices and frameworks to benchmark our approach against
best practice and emerging sustainability challenges. Our
strong consistent performance against these external

This mirrors the integrated thinking approach we take to
running the business, with sustainability considerations integral
benchmarks demonstrates our commitment to operating to everything we do. While this provides the most accurate

i &ponsible manner, NI OREIRIRIE " porformance reflection of our business, we recognise that some readers have
against a suite of trusted indices as one of our operational key targeted areas of interest and may not wish to read the report in
performance IndICatOE(KEIS)S full to find the relevant information.

To ensure it is as easy as possible for all readers to find what
they are looking for, we use colour coding and iconography
to enable quick and easy identification of climate, nature and

Many of the ESG indices in which we participate draw other elements throughout this report, and pages 04 and 05

r TCFD, TNFD and other su

astainability concerns, including
undamental to our business and ii

Our activities are so reliant on the natural environment that assessing
impacts we have in relation to climate change and nature is integral to

Our TCFD, TNFD and other sustainability disclosures

Sustainability concerns, including climate and nature, are
fundamental to our business and integrated in everything we do.

Qur activities are so reliant on the natural environment that assessing and managing the risks, opportunities, dependencies and
impacts we have in relation to climate change and nature is integral to our entire business model, therefore disclosures in relation
to these issues are integrated throughout our report to reflect the way we think about these issues. Other material matters are
integrated in the same way, including eyber security, financial risk management, affardability and vulnerability, health, safety and
wellbeing, responsible business in our supply chain, and equity, diversity and inclusion.

As mentioned on page 03, we have adapted cur business model to follow the four-pillar structure that links the Task Force on
Climate-related Fi ial Discl (TCFD), Task Force on Mature-related Financial Disclosures (TNFD) and International
Sustainability Standards Board (ISSB) recommendations. To assist readers with finding the disclosures of interest to them,
this page shows where disclosures can be found throughout the report, and these are colour-coded and icon-indicated

h heout for easy identification, as demonstrated in the table below.

Where te find our

rl

hanges

Incoming ¢

How well are companies placed

to meet the

their data from this report. We collate, monitor and report
publicly on a wide range of performance measures across
ESG categories, with consideration to what stakeholders tell
us matters most, as well as our contribution to wider value
and global goals such as the UN SDGs and climate change
mitigation goals

In addition to the wealth of ESG disclosures and performance
data throughout this report, the following indicates where
further information on certain frameworks can be found

World Economic Forum (WEF)

International Business Council (IBC)

The WEF IBC has proposed a set of common metrics for

the consistent reporting of sustainable value creation in
mainstream annual reports. We already integrate many of
these metrics in our integrated annual report and to make this
easier for those searching for the information we have collated
them into one place on our website.

Read more on our website at unitedutilities.com/corporate
responsibility/our-approach/eregeporting/wef

Sustainability Accounting
Standards Board (SASB)

SASB standards aim to-standardise disclosure of material
sustainability information Mainly for companies based in

the United States. As many of our shareholders are located
in North America we publish comparable SASB data on our
corporate website. This covers the main SASB'data points for
the water utilities industry, of which we are part.

Read more on our website at unitedut om/cafporate/
ity/our-approach/cr-reporting/sash.

Stock code: UU.

signpost to the pages on which non-financial information and the
requirements of TCFD and TNFD can be found.

We have also adapted the way we present our operational
performance for the year and our key performance indicators.
These are now structured across the ESG headings, in alignment
with the ‘stronger’, ‘greener’ and ‘healthier’ ambitions of our
refreshed purpose. We continue to monitor and disclose

how our activities and performance impact our stakeholders,
retaining a comprehensive spread of metrics in relation to each
stakeholder group.

Open, honest and transparent reporting is at the core of our
responsible business approach. As the reporting landscape
develops further, we will continue to adapt our disclosures to
take account of international best practice in the presentation of
ESG performance and data.

Integrated reporting
and our sustainability report

We are keen to help meet the information needs of all our
stakeholders, and have published a separate sustainability
report this year to present our ESG disclosures in a format
that some readers may find more familiar and easier to use.
For the avoidance of doubt, readers of this integrated annual
report do not need to read the sustainability report as well
as sustainability-related disclosures are already included
throughout this report. The additional sustainability report
isa i ive for who are not
interested in the financial aspects of our performance.

Readouv inability report at unif m,
(=) corp h, perf

| Stock code: UU.

05

to these issues are integrated throughout our report to reflect the way TCFD disclosures
integrated in the same way, including cyber security, financial risk man:
wellbeing, responsible business in our supply chain, and equity, diversit Pagng Tnpic Pagas Tupi{: pagnx Tupl'{:
As mentioned on page 03, we have adapted our business model to follov
Climate-related Financial Disclosures (TCFD), Task Force on Nature-relat B0-80  Compamywide govemence
Board (ISSB) To assist readers
this page shows where disclosures can be found throughout the report, an. & 130-1Z8  Further datail on board and g it Ineluding F and masting frag ¥
for easy i ification, as in the table below. .
4 2 |88 Section T2(1) Statement
o
Where to find our
TCFD disclosures. [+] Board aversight of elimate-ralated risks BT Board oversight and EXI-EE Governance around other
o and oppartunitias managameant rale in managing risk and appartunities of
Pages  Topic Pages Topic e
U] 52 Management role in assessing and and assessing nature- rala.tad material interest
50-59  Company-wide governance climate-related risks and opportunities dependenc mpacts, risks
o | 130138 Further detail on board and management committees, including structure resp. and eppartunities
o |ss Section 172(1) Statement
S
£
8 |52 Board oversight of climate-related risks 53 Board oversight and 28 Stratagie pricrities
3 and opportunities management role in managing
O s Management role in assessing and and assessing nature-related 39-4 Planning horizens : what we mean by short term, medium term and long term
climate-related risks and opportunities dependencies, impacts, risks . — N
and opportunities 28-3 Qur app to
38 Strategic priorities n-44 Climate risks and cpportunities identified 43 How nature influences our 48 Cther risk.
39-41  Planning horizons : what we mean by short term, medium term and long term aver shart, medium and lang tarm appraach, strategy and planning, af mar-
28-31  Ourapproach to materiality assessment . 3
Impact of climate-related risks on our sl the reallience of cur strategy Ing
ard planni to different scenarias, with
3 4244 Ciimate rsks and opportunites dentified | 49 How nature influences our a9 Other isk and opportunitit! """ Pramring addaptive planning
2 over short, medium and long term approach, strategy and planning, of material interest that ~tg-rulated scenarios
B 4348 Impact of climate-rlated risks on our and the resilience of our strategy influence our approach .
& strategy and planning to different scenarios, with o
N . adaptive planning
a Use of climate-related scenarios o
45-47  Net zero transition plan
7 Our risks most sensitive to climate change
241 Climate-related financial planning
60-69  Our approach to identifying , assessing and managing risks and opportunities including our principal risks, common themes,
most significant event-based risks, and new and emerging risks and opportunities
@
2
oE - ot ot
EE ™ How we identify and assess 72 How we identify, assess and 7 How we identify, assess
<2 climate-related risks manage nature-related risks, and manage other risks
28/n Management of climate-related risks and how this is integrated into otherrisk and opportunities
a X § X our risk management processes of material interest
gin Integration of climate-related risks into
our risk management processes
7 Our risks most sensitive to climate change
76-83  Metrics and targets for assessing general company performance, and assurance of those metrics
g |ss Short, medium and long-term targets
@ |8a-m  Operational performance for 2022/23
s
2 |m Metrics and targets used to assess 82 Metrics and targets used to 82 Metrics and targets in
- climate-related risks and opportunities assess and manage nature- relation to other risks and
L [93-95  Energy and carbon report with scope 1, 2 related dependencies, impacts, opportunities of material
H and 3 greenhouse gas (GHG) emissions risks and opportunities interest to stakeholders
2 s Targets used to manage climate-
related risks
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Spotlight

Setting the pace:
Nigeria’s early embrace
of the ISSB standards

We reviewed the annual reports of 13
Nigerian companies as they prepare
to align their reporting with the IFRS
S1 and S2 standards that were
launched in Nigeria on 26 June 2023.
The Financial Reporting Council of
Nigeria has been proactive in promoting
the early adoption of these standards.
The hope is to attract much-needed
capital into Nigeria’s local markets
through more transparent reporting
around sustainability-related financial
disclosures. As Emmanuel Faber, ISSB
Chair, states: “Nigeria is leading the
pack in Africa with these standards,
which Nigeria is willingly adopting,
which will unlock sustainable capital
inflows through foreign direct
investments, promote inclusivity

in value chains and facilitate the
decarbonisation of the

national economy.”

Of the companies in our sample,

only Seplat Energy, which is dual listed
on the Nigerian and London Stock
Exchanges, was an early adopter.

With its report broadly based on the
Integrated Reporting <IR> Framework,
Seplat used an integrated approach for
its ISSB reporting with an index table —
segmented into the four ISSB pillars

of governance, strategy, risk
management, and metrics and targets
- guiding the reader to where

How well are companies placed to meet the incoming changes?

disclosures relevant to IFRS S1 and

S2 were located. The material topics
underlying these standards were
presented in a table which showed
them alongside an explanation of

their importance and impact on the
company, and linked to the strategy,
stakeholders and KPIs. However, the
risks and opportunities arising from
each topic and how these are managed
was not discussed in detail, except for
climate change, which had previously
been reported under TCFD, and there
was no linkage to the financial
statements except for a note explaining
the impact of ISSB on accounting policy
disclosures. We applaud Seplat for
volunteering to be an early adopter,
but overall the company appeared to
be at an early stage in its journey
towards ISSB compliance.

Companies should also be aware that
the ISSB guides against ‘obscuring’
material information by ‘scattering’ it,
which seems difficult to reconcile with
Seplat’s index table approach, and it is
easy to see why. Although the report
used colour-coded icons to mark pages
that included ISSB-related information,
the identification of specific disclosures
was often left to the reader, which
made them difficult to follow and
assess. It is worth remembering that
this readership includes investors,
regulators and rating agencies, so it is
in a company’s interest to make it as
easy as possible for them to find the
information they depend on for their
decision making.

CSRD discussions
are lacking

Similar to ISSB, over half of companies
in our sample didn’t mention CSRD at all
and those who did only issued a holding
statement, so their level of
preparedness was difficult to assess.
This might be partly due to the fact that
UK companies are less likely to be in the
first phase of mandatory CSRD
reporting than their continental peers,
although in the case of ISSB this silence
was harder to understand.

In order to be as well prepared as
possible for the very challenging CSRD
framework, we would expect
companies to have carried out a double
materiality assessment, mapped their
value chain and report against the GRI,
which is similar in structure to CSRD
although less demanding in terms of
its disclosure requirements. However,
few companies appeared to have done
this and none had started to align with
the CSRD framework, including some
in the first phase of mandatory

CSRD reporting.

The complexity of the work required to
align with the CSRD requirements
should not be underestimated,
particularly as our research suggests
that some FTSE 350 constituents might
not have mapped their value chain or
undertaken a materiality assessment
before, let alone a double materiality
assessment. It is perhaps instructive
that, according to a recent PwC study,
the number of ESG-related impacts,
risks and opportunities that companies
were evaluating in preparation for
CSRD dropped from over 100 to fewer
than 50 after applying its materiality
requirements, while the percentage

of companies evaluating fewer than

20 doubled.

Most companies in our sample did
provide information on ESG-related
governance and risk management, and
had set metrics and targets for ESG
issues other than climate change, but
we would expect those in scope of
CSRD to substantially step up the
granularity of their reporting over the
next 12 months.

CSRD

_
i

13y

reported against GRI

[T

have carried out a double
materiality assessment

Iy

were early adopters of CSRD

Are you preparing for CSRD?
Luminous can help with:

¢ Double materiality
assessment

¢ ESRS gap analysis

¢ Roadmap development
¢ Report planning

¢ Disclosure tracking

Please don’t hesitate
to contact us at
stephen.butler@luminous.co.uk

How well are companies placed
to meet the incoming changes?
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Client case study

Coca-Cola HBC

Annual Report 2023

Coca-Cola HBC is in scope for the first
phase of mandatory CSRD reporting.

Although the company doesn’t yet align
with the CSRD framework, it has carried

out a double materiality assessment in
preparation for CSRD reporting,
mapped its value chain and reports

against GRI.

Materiality assessment

The strategic ob,

ives referred to pr
determined through a robust materiality

ly have been

OPENUP
MOMENTS

REFRESH

Coca-Cola HBC Integrated A

CCHBC materiality matrix 2023

Thi looksin depthat impact we
iti well as theirimpact

on our own activities. We atleast 11} i

h i i business, our the world

atlarge. Th isalist of topics most to our

and our i i jing ESG trends.

The topics that matter most

As shown in the matrix opposite, the issues

i step two and three, we consulted with
approximately 500 internal and external

q : frombothan
impact and a financial perspective, are packaging

luding customers, wider
consurmers, employees, suppliers, community

i hange.

stors, trad d

Our 2023 assess
importance of sustainable sourcing, product
quality, and water stewardship. The horizontal axis
showsimpact materiality, while the vertical axis
disclose:

inancial materiality. The size of the
defined

acadernics. We asked them to identify the topics
they saw as having the greatest impact onpeople,
Society, the economyand the environment over
time, as well as those significantly mpacting our

est

bubble reflects the topic's

by our stakeholders

The matrix has been reviewed and endorsed by

the Social Responsibility Committee of the Board

2023 process

Based on the GRI best practices, our materiality

assessment was conducted in four phases:

1) understanding the context toidentify a long
list of potentially relevant materialssues

2)assessing their impact on society and
environment;

3)assessing theirimpact on, or importance
to,stakeholders and the business, including
financialimpact; and

4) reviewing and validating findings and reporting
priorityareas

theywanted us toprioritise n our strategy and plars.

Asinprevious years, we took an integrated,
inclusive approach, drawing on Group risk
assessments, colleague input across multiple
functions andinsights from The Coca-Cola
Company. In applying this rigorous methodology,
we were able to assess impacts bot! e
and positive, short- and long-term, in
dreversible orirrey

across the value chain - upstream; in our direct
operations; and downstream.

wing from the topic for CCHEC

£

G T

Socio-economic

Humanrights,
Nutrition diversity and

Strategic Report

Materiality assessment continued

What materiality means to our

Growth Story

The material issues identified are integrated

into our Growth Story 2025 strategy, our

o a5 e Q- Medium-, andlong-term goals and our
~ent of risks and opportunities across

Impact of the issue on environm

Sustainable  stewardship -
sourcing s . X .
~rms our disclosure, including
“eport, whichis aligned
G ~ted Reporting
inclusion
“dthe Sustainability
Foodloss 3
ASB) -see pages
andwaste = -
CCHBC materiality matrix 2023 Jance with GRI
) Bicdiversity stothers. The
onsibility for
pnet “into our
aating " 1ement
sworld T
Praduct impacts
o bt Packaging
iders > SueRy and waste the
i Pt Inanagsevn. sreport.
s Governance . Chenste issuesis
changs
5
= Employas Water
L comemunily b4 walibalng and Sustsinable  Stewardship
n-governmental ngagsmant sourchng
sociations end 7 Soclo-sconamie
xiFy e 2 impact
= | marketing . Husman rights,
& Hutrition diversity and
t . Inclusbon
é Food loss
= ' Brpliienl and wasts
' Biodiversity

Direct )
operations

Upstream

CLLX-X-)

Agriculture and
ingredients

Packaging Manufacturing* Distribution

. 4-Cola HBC Integrated Annual Report 2023

Key

Future-fit materiality

A key milestonein 2023 was pivoting towards a
double materiality methodology in preparation
for the forthcoming Corporate Sustainability
Reporting Directive (CSRD). In addition to the
impact materiality, where we assess impacts the
organisation has or could have on the economy,
the environment, people, and humanrights,
whichin turn canindicate their contribution to
sustainable development (inside-out approach),
we take also an 'outside-in" approach, focusing
on the financial impact which identifies and
analyses the material topics from a financial point
of view, namely those that affect or could affect
the Company's financial condition or operating
results (outside-in approach). As a first step, we've
applied this approach qualitatively by considering
mainly the ESG risks and opportunities. Dynamic
materiality recognises that the materiality of
sustainability impact can evolve over time, and
sometimes quite rapidly. In other words, topics
that might be considered immaterial today could
prove to be of criticalimportance tomorrow.

® Low Medium g High

(" Direct )
operations

Material issue impactin each
step of our value chain: how
significantly each material
topic impacts society and
environment, based on the
scale of the impact, severity
and likelihood

Upstream Downstream

Agriculture and DL
ingredients

ing* | Distri Cold drink

Customers and

Biodiversity .

Corporate citizenship

] o

Climate change . . . .
o
o

Corporate governance . .

Socio-economic impact

Employee wellbeing .
and engagement

Foodloss and waste . .

Humanrights, diversity .
and inclusion

Nutrition

Packaging and waste
management

Product quality

Responsible marketing

Sustainable sourcing .

Water stewardship .

*Includes our direct operations, not only manufacturing plants.
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Starting the CSRD
journey: assessing
European first movers

We analysed 18 reports of European
companies reviewing core reporting
areas:

¢ Double materiality

¢ Value chain mapping

e Sustainability strategy

¢ Metrics and targets

¢ Consolidated versus subsidiary
reporting

¢ Length

e Location of disclosures

e Assurance

We found that their disclosures varied,
with some companies integrating
everything into the annual report, while
others produced a content ecosystem,
including separate sustainability reports,
topic-specific reports covering areas such
as climate, diversity, equity and inclusion,
human rights, green bonds and data
supplements, as well as digital content.

All companies in our sample provided
group consolidated reports, rather than
individual reports for in-scope EU
subsidiaries, with three-quarters
including a clearly marked sustainability
statement in line with EFRAG guidance. It
is worth noting that, even at this early
stage, due to the level of detail required,
over half of these statements were at
least 50 pages long, so in-scope

companies should brace themselves for
a substantial increase in the page count
of their annual reports.

Most early adopters made a strong start
in addressing double materiality and
providing an overview of material topics
for each ESRS. However, while the
majority had defined sustainability
strategies, many had not updated these
strategies based on their materiality
assessments, with over half categorised
as either having no alignment or being
at an early stage. Value chain mapping
also remained high level, with over half
of companies assessed to be in the
early stages of meeting EFRAG’s
communication requirements. This was
likely due to the complexity of mapping
and collecting accurate data from all
parts of the value chain, especially from
external partners.

Lastly, reporting on the metrics and
targets associated with material topics
was also relatively weak. The majority
of our sample presented inconsistent
targets and performance reporting, had
not set metrics or targets for all material
topics or aligned only partially with the
ESRS. Again, this was likely due to the
complexity of the requirements and
challenges in data collection, expertise
and resources.

If you would like to discuss the full
research, please contact us at
stephen.butler@luminous.co.uk

How long was the sustainability statement?
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No CSRD
sustainability
statement

<30 pages

31-50 pages 51-80 pages
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TNFD is gaining traction

As mentioned in the context of ISSB
and CSRD, environmental issues
beyond climate change, particularly
waste management and water
stewardship, are beginning to receive
greater attention than in the past. It
was encouraging to see companies
moving from year-on-year performance
reporting to timebound targets, which
points towards a more strategic
approach. However, few companies in
our sample reported against TNFD,
including some who had participated in
TNFD pilots. Of course, it is difficult to
gauge the degree of preparation that
might be going on behind the scenes,
and the complexity of nature-related

dependencies, as well as the absence
of agreed metrics and targets, makes
TNFD reporting challenging. However,
companies should remember that
market and societal expectations often
precede regulation, as was the case
with climate change. Moreover, the ISSB
has endorsed TNFD and is currently
planning research projects on the risks
and opportunities associated with
biodiversity and ecosystems, as part
of which it will consider how to build on
the recommendations of the TNFD.
This suggests that if ISSB becomes
mandatory, nature will play a part

in this.

Highlights

3%

didn’t mention TNFD

{0

have set targets for key
nature-related ESG issues

15

have started TNFD reporting

)

TPT alignment is in its
infancy

Climate change was one of the most
comprehensively discussed ESG issues
in the reports we reviewed and all
companies in our sample had climate
transition plans. However, the level of
detail provided varied from high-level
commitments without clear milestones
to science-based targets and only a
small minority had started to align

with TPT.

Companies who haven't done so
already should consider fleshing out
their transition plans, as the ISSB’s
climate-related standard, IFRS S2,
includes requirements to explain how
they plan to achieve their climate-
related targets, including the use of
carbon credits, whether the offsets are
nature based or based on technological
carbon removals, and which third-party
scheme(s) will certify them.

Moreover, the UK Government is
planning to consult on how the UK'’s
largest companies can most effectively
disclose their transition plans and the
FCA has announced its intention to
make transition plans mandatory for
FTSE 100 companies. Given the overlap
between IFRS S2 and TPT, and the fact
that the ISSB’s parent organisation is
taking over responsibility for the TPT’s
resources, this is likely to involve the
TPT Framework.

Highlights

b

explained how net-zero
ambitions are integrated
into their corporate strategy

Bl

have a climate transition plan
with milestones or targets

1%

have started to align with TPT

How well are companies placed
to meet the incoming changes?
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Client case study

Severn Trent
Annual Report 2024

Severn Trent’s report includes high-
level disclosures against the four TNFD
pillars, including clear targets for future
reporting and current gaps. The LEAP
(Locate, Evaluate, Assess and Prepare)
process is identified and discussed with
regard to the supply chain.

DRIVING
LASTI

Seenen Trent

- Describe nature-related dependencies,

OUR NATURE STRATEGY - PROGRESS TO DATE

Task Force on Nature-related Financial Disclosures

Strategy - TNFD requirements 'Y - PROGRESS TO DATE

chain, strategy and financial planning, Disclose the Lo
well as any Iransition plans or anal activities in the
organisation has identified oy 3 inpl operalion

medium and long term. Dagcribe tha resilisnca of tha and downstreamy

Describe the effect nature-related organisation’s strategy to nature-related
ndencies, impact nd and opportunities, taking into
opportunities have had on the sideration different scenarios, resilience of the
b model, value ni ' 0 nature-related
taking into
enarios.

Qur nature strategy

STRATEGIC REPORT

- Disclose the locations of assets and/or
activities in the organisation’s direct
operations and, where possible, upstream
and downstream value chainl(s] that meet
the criteria for priority locations.

As a proveder of w. e rVICH: are Catchments: We ommitted to Mature fund. -

heavily reliant on nature and the environment improving the health of our region’s rivers development of our lon
around us, The provision of good quality through working with farmers to reduce Within our draft WRMFPtchments: We are committed to
g water and the treatment of i will manage our na el f*; of our region’ jﬂvws
ater to 4.7 million households and & F T RN ough working with farmers toreduce
s . = g 5 armful runoff within our catchments. This
businesses in our region goes hand-in-hand gre . helping farme: 5 for generat) ncludes T En e ey
wilh nature. 15 impartanc a pmentand  ensuring the impact programme, helping farmers across our
ustomers and communities i river health. those presented by region protect their local environment and
" v o . are 3 wr ¢ river health
1o how we do b 9 I|IILhI. why our Nature-based solutions: Increasing B niral o our
strategy, to be performance driven and urbanisation can lead 1o increased surlace  “ONBIIErS hOW 4 - Nature-based solutions: Increasing
sustainability led, guides us to being Hineeil Hriviog soincreasad risk of natural environ” urbanisation can lead to increased surface
3 w-off, driving an increase ¢ o ¥ D = :
a business that ensures nature is at the ok s ?mrw rquality, Nature.  Sndsetsouth ISl e ]
forefront of our strategic direction. ramy (i "eFq L » flooding and poor water quality. Nature-

’ based solutions, such as our schemes in
ofour  Mansfield, can help prevent these impacts,
and poprpelines; whilst enhancing biodive and
its mgrcarryingour  community engagement.
shd not d

OUF Fivers, w
envirenm

Qur environment is vital to the success of our

r Ireatment works and pipelin whilst enhanc
capturing, holding, cleaning and carrying our cOMMunity engagement

gter. Without nature, we could not de sur i

yanment play
i
~tively and efficiently. The

Net zero: Our operational processes are
naturally energy intensive and produc
emissions that contribute to climate
change. We have committed to achieve net
zero operational emissions by 2030, and
created our Net Zero Hub at Strongford to
support this.

change. We have committed 1o ach?: water
zero operati emissions bk, and biodiversity and habitats.
created our Met Zerg c facing into a range of
support thi 3 e the potential to make
e challenging - nature loss, climate
change and demographic change are all
putting pressure on the environment and
ecosystems around us. As such, we are
already embarking on a range of acti
enhance our natural environment, whilst
also supporting the ongoing, sustainable As a large landholder, our operations and
land holdings s acro:
our region, in Sites of Special
Scientific Interest 'SSSIs’). In our Caring
for the Environment report, we set out how

ion to ou
ity, water supply,
bt River pledges: We are ¢
Get River Positive pls
health of our rivers
that we are currently responsible for 14%
of the RNAGS for rivers in our region and
e are committed to reducing this to
xt year. Read more on pages 33 to 34.

delivery of our core services.

- Biodiversity: We have increased our
mmitment to improve biodiversity in our
region by doubling our commitment to
improve 10,000 hectares by 2025
In addition, on our own capital schemes
going above and beyond national
to deliver 15% biodiversity net gain
mbat regional biodiversity Lo

nt around it, including our region’s
km of rivers. We also have a number of
r sites, including nature reserves,
provide opportunities for our
tomers and communities to get closer to
jon's rich natural environment

TNFD maturity - Our strategy

We are confident that our existing strategies  downstream value chains. How 3
consider both our impact and dependencies  acknowledge we have more work to do to
on nature, and h d our initial internal  effect; port against the TNFD

Locate, Evaluate, Assess, Prepare (LEAP)  requirements by disclosing more detail and
assessment to a: ur upstream and improving our understanding. We look

Nature is a fundamental consideration in the
development of our longer-term strategies.
Within our draft WRMP, we set out how we
| manage our natural water resources and
ensure the water cycle remains sustainable
for generations to come - in doing so,
ensuring the impacts on nature [such as
those presented by sustainable abstraction)
are central to our considerations. Our DWMP.
considers how our activities will impact the
natural environment and river water quality
and sets out how we will continue to protect
our rivers, waterways and the wider
environment in the face of a changing climate
and population. Our Business Plan, including
its accompanying LTDS, sets out our
ambitious plans over the next five years and
beyond. In developing these plans, we hai
set outa range of programmes to enhan
the natural environment around us, while
helping us respond to some of the challenges
face. To ensure we are resilient to the
range of nature-related risks and
opportunities, we use modelling to
ts our activiti
to make informed
nson h to look after and
work with the environment. As set out in the
Risk Management section of our TCFD
d re, we take an active approach to
managing the range of nature-related risks
abusiness.
have set out our initial approach
to TNFD reporting. Our work to date focuses
on our direct value chain. Disclosures in
future years will be expanded to include
ream and downstream value chain
activity and its impact on nature, and we will
ntinue to refine and enhance our TNFD
s in future Annual Reports

forward to expanding on our work to date
to report against the TNFD requirements
in our 2024/25 Annual Report
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Running a Business that Goes Hand-in-Hand with Nature continued

OUR NATURE RISK MANAGEMENT - PROGRESS TO DATE

Task Force on Nature-related Financial Disclosures
TNFD recommends that companies undertake an
- TNFD Our nature risk management T e Tary e o
As outlined within the Risk Management
ganisation’s processes our TCFD disclosure, we h - Locate interfac
identifying and prioritising nature-related ntrols environment with effec k - e

s and opportuniti and opportunities;

organisation. Our Pri
elated dependencie:
apital in our region. Key
t

3 example, our SS: outlines steps to
portunities in ts up:

mitigate harm to in del
services. Manual interven
Describe the organisation’s pre help addre:

rature-related dependenc

sks and opportunities.

reporting, w
assessment. The outcom
Natu help us under
alue chain, as set out in the diagram bels
through examples of nature
dependencies and drivers.

embedded in the
expand on our existing risk management approach
to capture the impact of nature drivers on our

re integrated into and existing risk profile

inform the organisation’s overall risk
management proce:

Our value chain

Distribute Collect

clean water

Cleanraw
water

Customers enjoy

Recycle water to
our service h i

ant on filtration and _ Distribution requires Energy s requ
tems to 2 it followed, final
ide water that s anas and, in some stages, _effluent released to
abstract r r on e ’ micals. Various the environment is
and use to serve " bleuseof  causing pollution stes are ean, and will have sl o
stomers. There. Whenitworkswell, produced, suchas  noadverse effect <&, our 5551 strategy outlines steps to
is a risk that if we t biosolids and n the river, 1=~ LT : -
vl A - T relyon restore fl-igate harm to 555! in delivering our essential
water we damage  getting into the e direct control farmland being abl . Manual interventions that are required to
¢ rivers and onment. this. Ther totake biosolids :
aquatic life. There s There are carbon without causing help address issues such as Invasive Non-Native
Aso;dd-:-lped:ienn water undusharmto Species are drawn up as part of detailed
onwoodlands, retomove  the environment ! ¥

peatlands and ter through biodiversity plans for individual sites. Mature is
R I . embedded in the work we do, and we want to
i i T
to capture the impact of nature drivers on our
sting risk profile.

assessment. The outcomes of 7

value chain, as set out in the
through examples of nature-related
dependencies and drivers.

expand on our existi
All of our nature-related risks are my

established risk management fram

As an extractive company providing one of life's essentials, water, we are
heavily dependent on nature for providing good water quality (e.g. healthy 5 toand
soils, woodlands, and peatlands for filtering), consistent quantity, and e wilii e e (S E e,

water security in the future. We are also reliant on habitats and river clear ambition to protect nature,‘jgk
hydrology to cantrol the flow of, and to store, water for flood resilience. innovative risk mitigation stratr

across the business

TNFD maturity - Risk Management

We have established risk management gnificant shift from how we already operate  m:

processes in place and a strong controls our risk management processe: ven

environment. Our framework will be how integral natur ady is to our risk Flean raw Distribute
expanded to explicitly incorporate nature profile we don't anticipate implementation
drivers and how these impact risks to our issues. We are adopting a similar appro
business, as we have done for climate to that used for climate risks, to incorporate .
drivers. We don't expect this to by ture drivers in our existing ris ==t E

Customers enjoy Collect Recycle water to
water cleanwater our service wastewater ater the envir

F G
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ation and Distribution requires Energy is required Blockages and high  This stage in the If all processe
energy, which will te maintain water rainfall can resultin  pi 55 Uses energy  followed, final
have an associated pressure. While we  internal or external  and, in some stages, effluent releas
carbon emission can try and influence sewer flooding, chemicals. Various  the environ
cost. Leakage from  responsible use of ausing pollution. wastes are clean
our network means  water and what goes  When it works well,  produced, such as no advers
that we are not

pollution events are  biosolids and
naking as efficient ¥ rare, and riveri
have direct control and aquatic

er this. Therefore, are preserved.
in hot weather, y is required to  without causing
high valumes of maintain water undue harm
walter can be used, pressure to move the envi
wastewater through
the system.

How well are companies placed
to meet the incoming changes?
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Case study

GSK
Annual Report 2023

GSK has started to report against
TNFD. Its annual report includes a
section on nature-related financial
disclosures, alongside climate-related
financial disclosures.

+ | Governance and remuneration | Financial statements |

Nat lated financial disclosures continued

We are at the beginning of our nature journey, and we are
working to further formalise policies and reloted

Investor information GSK Annual Report 2023

There are concerns that long-term exposure to

to stakeholders engagement and human rights specifically
in relation to our assessment of impacts and our action
on nature.

— Protecting and restoring nature is a key part of our
climate and nature strategy. As nature investments are
always context dependant, it is key for us to work with
expert partners and NGOs to ensure project
implementation includes local experts and local
communities

— Before we make decisions on protection and restoration
projects, we run a human rights assessment as part of
our broader due diligence. The assessment allows us to
understand the local context and history, the process that
partners use or plan to use to engage and involve local
communities (including Free, Prior and Informed Consent
(FPIC) and grievance mechanisms) and the how benefits
will be shared

~ The connection between nature projects and health
benefits has not been consistently included in nature
projects and we have worked with third-party experts
to develop and publish a toolkit to enable project
developers and investors to do that

Strategy

The nature-related dependencies, impacts, risks and
opportunities we have identified over the short, medium
and long term

Impacts and dependencies
Water

Water is essential for the production of our vaccines and
medicines. We have mapped our water footprint and
caleulated the volume of water we use in our value chain
and in our own operations and have improved our
understanding as to where in the world we have the
biggest impact on water.

wated financial disclosures ¢y operational impact on water availability is

~ manufacturing sites that are located in
~ Using water risk data from the World

“e World Wildife Fund. we hove
water-stressed areas across

 face increasing water

We are at the beginning of our nature journey, and we are #gts cro prrty

working to further formalise policies and procedures related  phaentos

to stakeholders’ engagement and human rights specifically envirc e ¥

in relation to our assessment of impacts and our action of antil?

on nature. on drivin,

— Protecting and restoring nature is a key part of our kel

; : and an act.

climate and nature strategy. As nature investments are
always context dependant it is key far us to work with While clinica
expert partners and NGOs to ensure project recognised a
implementation includes local experts and local the environme

commiinities

also contribut

Before we make decisions on protection and restoration Land
projects, we run a human rights assessment as part of
our broader due diligence. | he assessment allows us to
understand the local context and history, the process that
partners use or plan to use to engage and involve local
communities (including Free, Prior and Informed Consent

Our primary ¢
materials we
commodities
change, glo’

(FPIC) and grievance mechanisms) and the how benefits comnimodite

will be shared

liers remo

land holr
— The connection between nature projects and health sites. o
benefits has not been consistently included in nature Biod?
projects and we have worked with third-party experts
Lo develop und publish u lolkil W enuble project e

developers und inveslors Lo do thal

~ategy

e-related dependencies, impacts, risks ~
~ have identified over the <~

inthe can pose arisk to
environmental species, including aquatic life. The presence
of antibiotics in the environment, and its potential impact
on driving antibiotic resistance as well as reducing microbial
biodiversity.is a growing concern for many stakeholders
and an active area of research

While clinical and agricultural practices are generally
recognised as the dominant sources of antibiotics entering
the environment, unregulated manufacturing practices may
also contribute to anti-microbial resistance’

Land
Our primary dependency on land is due to the natural
materials we source, some of which derive from agricultural
commodities, a key driver of deforestation and land use
change, globally. The supply chains for some of these
commadities are often long and complex and may be many
tiers removed from our direct engagement Our operational
land holdings are relatively small, although two of our R&D
sites. one in Belgium and one in Spain, are located in Key
Biodiversity Areas.

Oceans

Ourimpacts and dependencies on oceans come primarily
from marine-derived materials that are a critical part of
manufacturing vaccines and medicines. This includes, for
example, horseshoe crab blood which is an important
substance that is required by some regulators to be used in
pharmaceutical and biomedical quality control processes to
ensure the quality and safety of medicines, vaccines and
devices

Atmosphere
As a leader in medicines and vaccines for respiratory health,
we want to play our part in improving air quality. We have
done an initial assessment to establish an air pollution
footprint in our operations and our supply chain. This
showed that. directly, we are having a relatively low impact
on air quality, and that the largest proportion of our
emissions sits in our supply chain.

Waste and Materials

Our approach to product stewardship means that we
consider and aim to address impacts on nature and climate
at every stage of the product lifecycle, from discovery,
design. sourcing and manufacturing through to product

use and disposal. We have set a target to help accelerate
the adoption of this approach

The effect nature-related dependencies, impacts, risks and
opportunities have on our business model, value chain,
strategy and financial planning, as well as any transition
plans or analysis in place.

We are committed to have a net positive impact on nature
by 2030 by reducing our environmental impacts across
water, waste and materials, biodiversity and by investing in
nature protection and restoration. We set targets in 2020
with @ focus on the realms of nature, as well as supportive
targets on waste and materials. We report progress against
our nature plan and targets annually

Strategic report | Governance and remuneration | Financial statements

Nature-related financial disclosures continued

In 2023 we were selected to be one of the first group
of companies to work with the Science Based Targets
Network (SBTN) in the pilot to develop and set validated
science-based targets for nature, starting with targets
for freshwatter and land. followed by targets for oceans
and biodiversity. These targets will focus on locations
across our value chain where nature is particularly under
pressure. We aim to have pilot science-based targets
for nature in 2024,

The resilience of our strategy to nature-related risks and
opportunities, taking into consideration different scenarios

We manage organisational resilience to nature related
risks through the implementation of our sustainability
programme. Our delivery plan will evolve as external
qguidance continues to evolve,

The locations of our direct operations that meet the criteria
for priority locations

Freshwater

We have identified three initial water basins in water-
stressed areas where we have manufacturing sites,
including across India, Pakistan and Algeria, which we

have prioritised for investment in water neutrality to achieve
ameasurable and positive impact in water-stressed

basins on quality and

| Investor information GSK Annual Report 2023

Since 2020 we have deepened our understanding of our
full value chain nature impacts and dependencies and
continued to align with evolving practices and guidance.
We are following the TNFD LEAP (Locate, Evaluate, Assess
and Prepare) methodology to better understand our
nature-related risks and opportunities and are involved

in the pilot working with the Science Based Targets Network
(SBTN) to set validated science-based targets for nature,
starting with targets for freshwater and land, followed by
targets for oceans and biodiversity.

Our processes for managing nature-related dependencies,
impacts, risks and opportunities

We set targets in 2020 with a focus on the realms of
nature, as well as supportive targets on waste and materials.
We report progress against our nature plan and targets
annually

Water

Across all of our sites, we maintain high quality water
infrastructure to ensure there is no leakage, and we reduce
our overall water use through water-efficiency projects.
including behaviour change programmes and introducing
water-efficient cleaning procedures

Today, all GSK sites complete a GSK water stewardship

Land
Our operational land holdings are relatively small. although
two of our R&D sites, one in Belgium and one in Spain, are
located in Key Biodiversity Areas.

In 2021, we piloted our approach to biodiversity with a
baseline assessment and action plans at three sites to
improving habitats, protecting species and improving soil
and water quality. We have now commenced biodiversity
uplift projects at our three largest R&D facilities —
Stevenage in the UK and Upper Providence and Upper
Merion in Pennsylvania in the US.

We are addressing 12 critical agricultural, forestry and
marine-derived materials. We have engaged with
associated suppliers and exteral independent experts

to map the full supply chains involved, understand existing
sustainability standards, identify gaps and establish
improvement plans.

aligned to the Alliance for Water Stewardship
(AWS) standard, and implement action plans to comply
with our standard. For our sites located in water-stressed
areas, we aim to secure certification under the AWS
standard

Land
While we work on avoiding or reducing impact by assessing
opportunities to improve efficiency, material changes or
switching to alternatives, we have set ambitious standards
for suppliers who provide us with materials that are highly
dependent on nature, such as sugar, paper, palm ol
lactose. gelatine and soy.

These standards, developed in collaboration with third-
party experts, aim to support these suppliers to assess,
improve, and verify their approach to addressing a range
of nature impacts — and associated climate and social
impacts — including land use. water stewardship and
biodiversity.

We com
commur GSK sets the following targets for managing our nature commitments:
of their ¢
the local Focus area Target
ealth a
Z.‘S:;.m Freshwater — 100% of our sites to achieve good water stewardship by 2025 and reduce overall water use by 20% by 2030
Qurproc — Water neutral in operations and with key suppliers in water-stressed regions by 2030
opportu — Zero impact active pharmaceutical ingredient levels' for all our sites and key suppliers by 2030°
Land — Positive impact on biodiversity at all sites” by 2030
— 100% of agricultural and forestry derived materials sustainably sourced and deforestation free by 2030**
Oceans — 100% of marine-derived materials sustainably sourced by 2030
Atmosphere — 100% renewable electricity by 2025 (Scope 2)°

— 80% reduction in carbon emissions across our full value chain by 20302
— Net zero carbon emissions across our full value chain by 2045°

Waste and materials

— Zero operational waste® 10, including eliminating single use plastics® by 20302
— 10% waste reduction from supply chain by 2030
— 25% environmental impact reduction for our products and packaging by 2030

(1) Below the predicted no-effect level

(2) Linked with the remuneration of our senior leaders

(3) GSK sites

(4) Target updated in December 2021 to reflect priority materials

(5) Including a 20% reduction in routine hazardous and non-hazardous waste
(6) Where regulatory obligations allow, and excluding plastics which are critical to product discovery and development and health & safety

How well are companies placed
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How well are companies placed to meet the incoming changes?

Client case study

Sage
Annual and Climate Report 2023

The TCFD disclosure in Sage’s Annual
Report signposts to its TPT-aligned
Climate Report, where information
relevant for individual TPT disclosure
elements is clearly indicated with tags.

Building
sustainable
growth

L

Award winner

Europe 2024

magazine

Sage
Supply chain

"TPT14,2.3,31,4.3 RI3-3-d, f;305-1, 2,3, 4,5;308-2

In total, 44% of Sage’s carbon footprint is related )
to our supply chain, primarily through purchases %,3,4,5;308-2)

for IT, Marketing, and Corporate Services. N
tprintisrelated

rough purchases
+Services.

Overview

InFY23 e evolved our Sustaina Supp i y

to accelerate progress our carbon reduction
commitmen 2030, w upply chain

0 2 s able Supply Chain strategy
reductions are not under our direct control.

Jelivering our carbon reduction
<recognising that supply chain
r direct control.

Energy-related

Capital ——— activities
goods 83 1,158.3

Upstream

Purchased transport and
distribution

goods and \
services 402
84,060.1

Supply chain
Total 84,545.1tCO.e

CLIMATE REPORT 2023

FY24 priorities
+ Continue to monitor how we quantify the financial impacts of our climate risks and opportunities,
and integrate the outcomes into our strategy and financial planning.

+ Inour Climate Report, we have outlined our alignment against the framework of the Transition Plan
Taskforce (TPT) and we will continue to progress our alignmentin FY24 against the published TPT
framework. This will include refinement of sensitivity analysis and scenario analysis to better understand

Introduction the impact of climate on our business, and the activities required to underpin our net zero commitments.

Methodology

We currently calculate our supply chain emissions through a
spend-based approach. This is acommon and widely accepted
approach; however, the only way to reduce emissions using

this methodology is by reducing spend. Moving to primary data
collection methods (e.g. collected directly from the Company and
specific to Sage) is a key priority to enable Sage to benefit from
the results of carbon-reduction activities. CDP (Carbon Disclosure
Project) disclosures are starting to provide Sage with more robust
and detailed primary data, but further efforts are required to

Our Sustainable Supply Chain strategy

The strategy helps us to embed climate and other sustainability
criteria as part of our supplier selection and contracting process,
and aims to secure emissions reduction commitments from our
high-emitting suppliers. An engagement programme is in progress
for Sage’s largest 50 suppliers by emissions—these suppliers make
up over 60% of our supply chain emissions, so by engaging with
them as a priority, we have the potential to drive real change.

This programme is designed to share our sustainable procurement
objectives and promote our requirements for receiving verified

improve access to this data. and accurate carbon emissions data, as well as achieving alignment

of products and services to Sage’s carbon-reduction targets.

Further detail on these initiatives can be found on the following page.

Read more about supply chain on our glidepath on page 14

Actions to net zero

ll?| 3 lg & 10

2019-2023

New Supply Chainstrategy = Engaged with our top 50 Better atusing Focusing on our highest
includes new sustainability emitting suppliers supplier data emitting suppliersand

and collaborated for
greater climate action.

requirements for the
procurement process.

Ensuring use of primary data ensuring their climate
as it becomes more readily commitments are aligned
available from suppliers. to Sage’s targets.

Encouraging suppliers

to setnetzero targets
Increasing % of suppliers with
SBTi-aligned net zero targets.

Note: We currently calculate our emissions related to purchased goods and services (Scope 3, category 1) by applying an industry average carbon intensity factor associated with
the level of spend, acommon and widely accepted approach. However, the only way to reduce emissions using this methodology is by reducing spend.

How well are companies placed
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Al is rising fast

The interest in the risks and
opportunities related to Al shows no
sign of slowing down, so it isn’t
surprising that it featured heavily in the
annual reports we reviewed. Only three
companies didn’t mention it at all.

References to Al were found across all
sections, but particularly in the market
review and risk management sections.
Over one-quarter of reports even
dedicated a standalone feature to it,
ranging from leadership interviews to
in-depth case studies. The themes
most frequently discussed were how
the company harnesses Al to gain a
competitive advantage, such as
increased operational efficiency and
data analysis, followed by data
protection, ethical considerations

and employee training. One company
had recruited a board member with

Al skills, while another pondered
using Al to support the work of the
audit committee.

Where Al was discussed as part of a
principal risk, such as cybersecurity,
oversight and management were
explained and some companies had set
up dedicated bodies, such as
technology committees and Al ethics
councils. However, most often it was
categorised as, emerging risk and over
one-quarter didn’t identify it as a risk at
all. This suggests some tension
between companies being keen to
leverage the opportunities of Al, and
being seen to do so, and catching up on
managing the risks associated with it.
While this is understandable given the
rapid development of Al, companies
should be wary of inadvertently
creating the impression that they might
be buying into hype in the short term
while underappreciating serious
implications in the longer term.

Highlights

13

reference Al in the risk
management section

13

discuss Al as a tool to gain
advantage

1

dedicate a standalone
feature to Al

What emerging trends are we seeing?

Digital reporting formats
are gaining traction

While the majority of reports continue
to be published in A4 portrait format,
landscape is becoming a more
widespread consideration in view of
the changing reading habits in the
‘screen-first’ age. In the majority of
cases, reports are still presented in
simple download centres, but scrolling
webpages which provide the
opportunity to engage the reader with
a sneak preview of highlights, animated
key stats and links to sub-pages or
specific reporting sections are catching
up fast.

A minority of companies had even
developed a microsite for their annual
report. Download options were fairly
evenly split between a PDF version of
the full report and a choice between
the full report and key sections.
However, only two companies in our
sample offered additional Excel options
for the convenience of time-poor
investors — one for the financial
statements and the other for ESG
data tables.

Highlights

T

of reports were published
in A4 portrait format

il

presented the annual report

on a scrolling webpage

12k

have created an annual
report microsite
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What emerging trends are we seeing?

Client case study

Informa Live events, [ powered by Al
Annual Report 2023 ' ;

As part of its business review, Informa

provides an overview of the many e Data and technology are already enhancing our i.ive events and Icreating value for
different ways in which Al enriches its Fustomers. But Ithere are many more opportunities we are looking to capture,
eventsiand createsivalue for customers. Live and on-demand events, powered by Al including benefits from embedding Al more deeply. Here is a snapshot of some
The Annual Report is presented on a of those.

dedicated microsite, which includes an Data and technology are already enhancing our live

animated version of this infographic. events and creating value for customers. But there

are many more opportunities we are looking to
capture, including benefits from embedding Al more
deeply. Here is a snapshot of some of those.

Here's a summary of the
key discussion points
from our meeting and
the product notes you
asked for.

@ informa

. . . - v Two professionals
Specialisation Welcome. It's your third 2 browsed your Would you lit
. visit; we appreciate stand with to tour the pi
the loyalty! Here's Thank Let's exchange digital interest. Follow that best ma
~mediate access to our -. anks to, profiles and continue up with them? your profile?
" assic our connection. z

* huyer lounge.
'l Welcome. It's your third
Welcome. It’s your third 3
visit; we appreciate :
the loyalty! Here's
immediate access to our
hosted buyer lounge.

Thanks to my Al
assistant, I'm doing
business in multiple
languages.

Here's your
personalised agenda
and route map

with recommended
companies to meet.

-« Our Al has highlighted
the most popular
questions asked by
the audience online
and in-room.

- After this panel, would
you like me to send an
email summary? And here
are relevant newsletter
recommendations.

Please make your
way to the Exec
lounge. | have
reserved room
4D for your meeting.

Here's a summary of
the key discussion
points from our meeting

Check out our case study and e product noces

I notice there's a gap

I missed the ; in your schedule. . : I've captured and categorised
keynote. Summarise < ccccocceces : Why not check out "‘fs 2 the people you met at the
the main points for i content from the day's “ew..o. eventand exported them to
me as audio. Here's the o most popular session?

your company database.

fastest route to Ready for sales follow up.

your next panel.
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What emerging trends are we seeing?

Client case study

Informa
Online Annual Review

Live events, pomdlﬂﬁf

Data and technology are already enhancing our live events and creating value
for custome: ¢ are many more opportunties we are looking to
capture, including benefits from embedding Al more deeply, Here is 3
snapshet of some of those.

Informa has created a microsite for its
annual report. This includes videos
featuring leaders from across the
business discussing products,
performance during the year and other
insights, PDF downloads of key
reporting sections, financial and
non-financial highlights and animations
explaining how the company uses Al.

Every day, at an Informa event somewhere in YT Taylor & Frandis I?. long used techialogy, ine Jgng‘;:;, Ul::‘:.‘:‘:rﬁvwo
the warld, we champion specialists, connecting = ctive,

"y ) ; i i |I i r i ing to
people with knowledge to help them learn more. | 1 . Executlve S'L]_I‘Ilrr]_a_r'yr L ; o08 ok appol .Jl'oan:eL-e-u:e.||u- RSNg 10

know more, and do more,

informa

» 6
) "

E— — Permissioned B2 Articles on Taylor & Callvagu-
gt el el ol audience Francis Online scare
Tarsus i 023, which
owns an "
_ . ' e o derard 28 20m 4.6m 80
2 4 events, induding the Duba 2022 151 2022: 4.5m 202279
_ : = i 0 2022: 4, 022: 7
Group Strategy . Audlence interactions New reference titles Participa
4 with our brands published ShareMa
) _ ) c q
mwmmmm_mighspeehumm 2022 T Tm 2022 8.100 2022 798

John Rishton, Chair Q Stephen A. Carter, Group Chief
% i | Executive

“Informa really fired on all “Informa is a growth business, and Evety day, dt an Intarma event samewhere ir

the world, we champion specialists, connecting
people with knowledge to help them learn more,
know more, and do more.

rrrlimdare Arvivivme TND D Farmbankin rraatine annalavabkad resarih
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¢ Proactively align with standards

Aligning with new regulatory
standards and ESG frameworks
before mandatory implementation
can provide a competitive edge.
Companies should take proactive
steps to adopt frameworks such as
the ISSB Standards (IFRS S1 and S2)
and CSRD. This involves conducting
gap analyses to identify areas where
current practices fall short and
developing a clear roadmap for
alignment. Early adoption
demonstrates leadership in
sustainability reporting and prepares
the company for upcoming regulatory
changes, ensuring that disclosures
meet the expectations of investors
and other stakeholders.

Cut the clutter

Clear and concise reporting is
essential in an era of information
overload. Companies should focus
on cutting the clutter in their reports
by emphasising material information
directly relevant to stakeholders.
Streamline disclosures by avoiding
repetitive content and prioritising
key messages. Use summaries,
infographics and visual aids to
enhance readability and ensure

that critical information is easily
accessible. A well-organised report
improves transparency and
enhances stakeholder engagement
and understanding.

Understand your investors

Knowing your audience is crucial for
effective reporting. Companies
should tailor their disclosures to meet
their investors’ needs and interests.
This involves understanding what
information investors consider
decision-useful and ensuring that
reports provide comprehensive,
comparable and relevant data.
Engage with investors to gather
feedback on current disclosures and
identify areas for improvement.
Transparent and targeted reporting
builds investor confidence and
supports informed decision making.

Think about your ecosystem

Corporate reporting is not isolated; it
is part of a broader ecosystem.
Consider how digital can connect key
messages to wider audiences, taking
that ‘bite-sized’, designed content
and cascading it to your wider
communications channels such as
your website, social channels, internal
channels and other communications.
This will create a more aligned
communications suite and ecosystem
of assets that tell the company’s
story and messages for the year.

¢ Tell your story

Effective reporting is more than just
presenting data - it's about weaving
a compelling narrative. Your reports
should serve as a platform to share
your sustainability journey,
highlighting your achievements,
challenges and future goals.
Storytelling is a powerful tool that
brings the data to life, making it more
relatable and engaging for your
stakeholders. Use case studies,
testimonials and narratives to
illustrate how your company’s actions
are making a positive impact. A

well-crafted story has the potential to

inspire stakeholders, enhance your
brand reputation and foster a deeper
connection with your company’s
mission and values.

¢ View reporting as a way to drive
business-wide value

It is vital for organisations to regard
reporting as a tool for delivering
business-wide value. Increased
scrutiny is being placed on the
reports and commitments of
organisations due to the growing
demand for transparency by
stakeholders and the need to avoid
greenwashing. Creating a well-
defined reporting strategy can help
organisations to tell their story and
highlight their performance and
progress in solving local and

global challenges.

If you would like help with the above,
please get in touch.

Stephen Butler
Investor Communications
& ESG Director

How can companies prepare for change?
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Our services

In the fast-paced world of investor
communications, we help businesses
to present a clear and compelling
equity story.

Investor
Communications
and ESG

Purpose, Brand
& Culture

Sustainability
& Impact

H[Pl]IlTIN[i COMMUNICATIONS

Annual reports
¢ Integrated reports
¢ Presentations
¢ ESG data reporting
¢ Gender pay gap reporting
e Sustainability reports
¢ TCFD guidance and compliance

lIl]MMllNIlIATIllNS CONSULTANCY

Content benchmarking
e Technical consultancy
e Best-practice guidelines
e Content planning and development
e Culture and purpose
e Investment case development
e Investor perception analysis

[Sl} COMMUNIGATIONS

Double materiality assessments
¢ SASB, GRI and SDG alignment and reporting
¢ ESG disclosure and integration
¢ ESG capital markets and investor events

¢ Board training and Executive Committee
training on ESG issues

¢ Improving ESG scores

IlIl}ITAl COMMUNIGATIONS

Corporate websites

*  Film and animation
¢ Social media
e Digital reporting
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Our latest work

Luminous

Our publications

For more information visit: Insights.luminous.co.uk

Marketplace Webinar

How to enhance your retail investor
engagement strategy .

Wednesday 1 May 2024 o1 149:00 - 15:00 GMT

m Katharin Pliman @ Sam Buchanan 3 Nedl Shah
e Adux Stelln e Stophen Butle

JOIN THE WEBINAR

Double Materiality
in action:
Trustpilot’s journey

'
Lo oy

Emerging ' \
Topics /

Navigating Investor
Expectations in

the Era of Al
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Our recent work

) informa

Specialisation

& | Scale

Informa
Online Annual Review 2023

Scaling

. b
new heights 8

in hospitality |

pphe

PPHE
Online Annual Review 2023

Coca-Cola HBC
Integrated Annual Report 2023

IMI
Rebrand

The Q
Multiplier
Effect

Sage
Sustainability and
Society Report 2023

Our latest work
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