STAKEHOLDER ASSESSMENT & PRIORITIZATION:

DOUBLE
MATERIALITY

(CSRD)



Double materiality assessment according to CSRD

Double-materiality has two dimensions:

» Material materiality

« Financial materiality

Materiality and financial materiality assessments are interlinked and the interdependence between these two dimensions must be taken
Into account. In general, the starting point is an assessment of the effects. A sustainability impact can be economically significant from the
outset or become economically significant when it becomes investor-relevant.

A sustainabilityissueis material when it concerns the company’s: The financial materiality assessment process includes, but is not

limited to:

Significant actual or potential, positive or negative effectson

humans or the environment Identification of information useful to investors, lenders and other

In the short, medium and long term. creditors

The impact is caused by the company, either as directly linked to its

own activities, products or services, or through its business when assessing, as primary users of general purpose financial

relationships. reporting, the impact of sustainability issues on the company's cash

Business relationships include the company's upstream and flow, development, performance, position, costof capital or access to

downstream value chain and are not limited to direct contractual finance.

relationships.

g
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The materiality assessment process

Example of Telefonica’s A
materiality assessment process:

Identification
and updating of
material issues

Evaluation and
prioritisation through
evidence which
demonstrates the impact
on society/environment
@ and the impact on the

Supervision and
validation of the
materiality process

% C value of the Company

Commitment to stakeholders
Stakeholder including their perception of

perspective

is (still) important! the matters identified and
@ assessed

STAKEHOLDER EXAMPLES

Employees

Unions

NGOs

Sustainability -related institutes and
organisations

Governmental organisations
Municipalities

Academia

Customers

Suppliers

Investors

Online communities

Media

Specialist consultants

Social entrepreneurs
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Step 1: Assessment of the severity of the negative impact on
people and the environment & business

Impact/significance for climate

Affected areas and people

Mitigation/restoration of affected climate-related areas

Total

Global

Cannot be remedied/irreversible

Large

Regional

Very difficult to remedy or long term

Medium

National

Difficult to remedy or medium term

Low

Concentrated

Time and cost to remedy

Minimal

Limited

Relatively easy to remedy in the short term

None

None

Easy to remedy
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EXAMPLE: materiality assessment

E1

El

El

Climate change

Climate change

Climate change

El-2

El-&

Climate change adaptation and mitigation

GHE emissions - Scope 1-3

LAERGE 4
Large impactdue to
use of coal and fuel

NATIONAL 3
Impcatin DK

Remidation

DIFFICULT/LONG TERM
Planned transition to
renewable energy

Achievement

Probability

POSSIBLE
Decizion on transition
plan

Finansiel impact

LARGE 50 mio. +

Probability

POSEIBLE
Board and investor
demand
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Step 2: Assessment of the potential for positive impacts on humans
and the environment & the business

Impact/significance for climate Affected areas and people Achieving benefits for affected climate-related areas

Total Global Easy to achieve benefits

Large Regional Relatively easy to achieve short-term benefits

Medium National Time and cost-heave to achieve benefits

Low Concentrated Difficult to achieve medium-term benefits

Minimal Limited Very difficult to achieve benefit or long-term

None None Benefits cannot be obtained
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Step 3: Overall assessment of the severity of the adverse effect, the
possibilities for positive effect and the likelihood of the effect occurring

Impact on humans and the environment

Global

Cannot be remedied/
irreversible

Easy to benefit

Very likely

Large

Regional

Very difficult to
remedy or long term

Relatively easy to
benefit in the short
term

Likely

Medium

National

Difficult to remedy or
medium term

Time and cost-heavy
to achieve benefit

Possible

Concrentrated

Time and cost to
remedy

Difficult to create
medium-term benefit

Low probability

Minimal

Relatively easy to
remedy in the short
term

Very difficult to
achieve benefit or
long term

Minimal probability

Easy to remedy

Benefit cannot be
obtained

No probability
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Step 4: Material materiality assessment - example of social impact
assessment

Samfundenes gkonomiske, so

kulturelle rettigheder (S3)
Andre arbejdsrelaterede rettigheder

Negative impact

Arbejdsvilkar (S2)

Ligebehandling og lige muligheder for
alle (52)

Probability

Karakteristika for ikkeansatte i
virksomhedens egen arbejdsstyrke
(51-7)

Kollektive overenskomstforhandlirger eds- og sikkerhedsparametre
og social dialog (S1-8) Forbrugere og slutbrugere ($4) (s1-14)
Parametre for balancen melem o
arbejdsliv og pr (s215) Mangfoldighedsparametre (51-9)
Parametre for uddannelse og
kompetenceudvikling (51-13)

Karakteristika for virksomhedens )
ansatte (51-6) Personer med handicap (51-12)

Haendelser, klager og alvorlige
virkninger pd menneskerettighederne
$1-17]

Parametre for vederhg (Ignforskel og
samlet aflgnning) (51-16)

Tilstraekkeligelgn (s1-

Samfundenes borgerlige og politiske
rettigheder (S3)
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Step 5: Financial materiality assessment

Liquidity Development Results Position Capital cost Access to

finance

Calculatedin
EUR.

The financial impact of the sustainability impact shall be quantified.
Example: The assessment includes how high the costs of recruitment and
employee turnover (development) are estimated to be if salaries are not
sufficient (S1-10).

Example: The assessment includes the economic effect of bad media
coverage (position) due to the use of child labour by a supplier (S-2)

©

Financial materiality

Score

Financial
significance

Probability

Total
>7100 mio.

Very likely

Large
50-100 mio.

Likely

Medium
25-50 mio.

Possible

Low
10-25 mio.

Low probability

Minimal
0-10 mio.

Minimal probability

None
No financial significance

No probability

The levels of financial significance
and probability are aligned with the

company's general approach to risk
assessment
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Step 6: Overall assessment of double materiality

* Impact on people and the environment as well as financial impact

Impact on people and the environment

Severity and opportunity

Scope
Theimpactonthe
environmentand society

Demarcation
Affected areas/humans

Remedy
Inrelation to negative impact

Gain achievement
Interms of positive impact

Probability

Financial impact

Financial significance

Probability

Total

Globalt

Cannot be
remedied/irreversiblet

Easy to benefit

Very likely

Total
>100 mio.

Very likely

Large

Regionalt

Very difficult to remedy
or long term

Relatively easy to
optain short-term
benefit

Likely

Large
50-100 mio.

Likely

Nationalt

Difficult to remedy or
medium term

Time and cost-heaw to
obtain benefit

Possible

Medium
25-50 mio.

Possible

Koncentreret

Time and cost to
remedy

Difficult to achieve
medium-term benefit

Low probability

Low
10-25 mio.

Low probability

Minimal

Begraenset

Relatively easy to
remedy in the short
term

Very difficult to obtain
long-term benefit

Minimal probability

Minimal
0-10 mio.

Minimal probability

0

Ingen

Easy to remedy

Benefit cannot be
obtained

No probability

0

No financial significance

No probability

Weight

1/3

1/3)

3)

1

Weight

1

1

t

Den korrekte vagtning sikrer sammenhaeng
med vaesentlighedsmatrixen
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The double materiality formula

e

, Lo Total weighted value
Financial impact = —————
Sum of weight

t

(1 * Financial significance + 1 * Probability)
2

inancia

F
impac

) ) Total weighted value
Impact on sociale issues =——————————
Sum of weigt

(% * Scope +% *Scale +% * Remedy + 1 * Probability)
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