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ESRS 2 - Understanding the Double Materiality Assessment (DMA)

A sustainability matter can be material from either a social and environmental impact perspective or a financial

perspective or both

ESG topics
material
from an

impact
materiality
perspective

Impact materiality (inside-out)

A topic or information is material from an
impact perspective if the organisation is
connected to actual or potential
significant impacts on people or the
environment over the short, medium or
long term.
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ESG topics *
material

from a

financial *
materiality

perspective

Financial materiality (outside-in)

A topic is material from a financial perspective
if it potentially triggers financial effects on
the organisation, i.e., generates risks or
opportunities that influence or potentially
influence the future cash flows and therefore
the enterprise value of the organisation in the
short, medium or long term.

A DMA is important:

Meets the legal
requirement

Determines material
sustainability reporting
topics

Guides the company
on its priority actions



We recommend the following phases in a Double Materiality Assessment (DMA)
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Who are our stakeholders?

What do they expect of us?

How do we know?

Which stakeholders are most

@ important?

How can we engage them?

Customers
Competitors Employees
I / Investors /
Suppliers Our Company Owners

/ \ Local
Authorities communities

Media



Where are the greatest risks and opportunities along our value chain?
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Demands Demands Demands Demands
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We recommend defining a clear method for how to assess double materiality
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How can we visualize the Double
Materiality Assessment results?

Very high

An illustrative example

Financial materiality (outside-in)
High

« Responsible digitization

E .+ Stakeholder engagement
=
< . Philanthropic commitments
https://www?2.deloitte.com/us/en/insights/environmental + Product safety
-social-governance/unlock-the-full-strategic-potential-of-
materiality-assessments.html
Medium High Very high
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https://www2.deloitte.com/us/en/insights/environmental-social-governance/unlock-the-full-strategic-potential-of-materiality-assessments.html
https://www2.deloitte.com/us/en/insights/environmental-social-governance/unlock-the-full-strategic-potential-of-materiality-assessments.html
https://www2.deloitte.com/us/en/insights/environmental-social-governance/unlock-the-full-strategic-potential-of-materiality-assessments.html

How can all the dimensions be visualised in a useful way?
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How can all the dimensions be visualised in a useful way?

Financial
materiality
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How can all the dimensions be visualised in a useful way?

Sustainability-related risks Sustainability-related opportunities

Effect on business, operations,
reputation or financial success
Effect on business, operations,
reputation or financial success

0 1 2 3 4 0 1 2 3 4

Impact on people and/or the environment Impact on people and/or the environment
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How can all the dimensions be visualised in a useful way?

Sustainability-related risks Sustainability-related opportunities

: o @‘

Effect on business, operations,
reputation or financial success
Effect on business, operations,
reputation or financial success
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Impact on people and/or the environment Impact on people and/or the environment
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Other examples of visualizing output

Accessible & affordable medicines

. Innovative treatments .

Safe & qualitative treatments for patients

IMPACT OF SANOFI ON SOCIETY
(ECONOMIC, ENVIRONMENTAL, PEOPLE)

Health system strengthening Pharma waste &
emissions
’ . '}HG emissions
Local community engagement .
Responsible use of patients’ data,
‘ biotechnologies & Al . Responsible supply chain ‘ Ethical business practices
practices

BTPISS DGR Rl S e ’ Resource consumption

‘ . Responsible governance practices

Diverse & Inclusive workforce .

Animal welfare Talent development

IMPACT ON SANOR'S BUSINESS VALUE
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https://www.sanofi.com/en/investors/environmental-social-governance/our-double-materiality-assessment

Other examples of visualizing output

. Financial materiality
Environmental topics

Climate change
Energy efficiency

Circular economy

Social topics

Employee well-being, health & safety
Public health risks

Talent & development

Responsible & resilient supply chains

Fair & inclusive workplace

Human rights

Employee rights

Access to (quality & affordable) care
Governance topics

Innovation & research

Big data, Al & privacy

Business ethics & General Business Principles
Product responsibility & safety

Sustainable value creation

Governance

Competition & market access
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Source: Philips Annual Report 2022 | Philips Results
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https://www.results.philips.com/publications/ar22

Other
examples
of
visualizing
output
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ESG topic Material issue

GHG emissions

Energy use and
efficiency

Circularity and

life cycle analysis

Environment

Packaging

Material sourcing

Environmental

pollution

Diversity and
inclusion

Social

@ Anti-corruption/

Ethical behavior

Governance

SUSTAINABILITY REPORT 2022

Type of impact
(Positive/Negative)

Main impact
(Current/Potential)

Reduction in Nilfisk's GHG emissions will
contribute to curb global temperature rise to well
below 2°C above pre-industrial levels

Failure to deliver GHG emission reductions will
contribute to climate change which can also
impact Nilfisk facilities and operations

Increasing energy efficiency of Nilfisk activities
reduces costs, while switching to renewable
energy can also reduce dependency on fossil fuels

Volatile energy costs and uncertainty of renewable
energy availability may slow down the transition to
renewables

Focusing on circularity of materials and parts will
optimize use of resources

Potential loss of market access if Nilfisk does not
comply with upcoming EU product regulation

Optimized packaging will reduce waste of
materials and save costs

Lack of optimization leads to waste of materials
for packaging and customer dissatisfaction

The ability to recycle materials is an opportunity
to save costs

Limited access to raw materials increases prices

Potential negative environmental impact on air,
water and soil from local Nilfisk sites

A culture that caters to diversity and inclusion has
the opportunity to recruit and retain the best talent

Inclusion of some groups should not take place at
the expense of others

Ethical behavior and processes will drive trust
from customers and investors

Corruption leads to lack of trust, loss of reputation,

loss of business, and fines

Source: https://investor.nilfisk.com/static-files/180cf51e-256f-40b1-a504-58b87d648b8f

Control of the
impact

Direct and indirect
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Direct

Direct

Direct and indirect
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https://investor.nilfisk.com/static-files/180cf51e-256f-40b1-a504-58b87d648b8f

Getting started and getting ready — an illustrative timeline

1. Begin where
you are, with what
you have
Recap on ESG
status today,
understand
regulatory
requirements and
timeline
implications

4 A

2. Perform
double
materiality
assessment
Identify the most
importantE, S and
G issues from an

impact and
financial

perspective

ﬁ
I
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7. Prepare
FY25
Integrated
Report
Leverage gap analysis
and remediation
actions to develop
draft and final
disclosures

8. Publish
FY24
Integrated
Report
Finalise report and
obtain limited
assurance

-
a ) 6. Develop
[ ) disclosures
5. Remediate :
Begin data
[ 3.perform | 4. Understand disclosure and sollcanion T ]
disclosure your control control gaps entities and
. environment
gap analysis i Implement perform internal
Understand delialze ?”‘? changes to fill controls
disclosure gaps, document existing disclosure and
and develop co.ntrols DHERCEHE control gaps L
strategy to incl. Taxonomy
address. Convert [otckmation \ /
to detailed L )
implementation
\ plan. )

Assess and enhance data processes, controls, and readiness to obtain assurance
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Summary: The CSRD requirements will drive an unprecedented data collection and

consolidation exercise intersecting with all functions in the business

CSRD Standards

5 ESRS 1 ESRS 2
Cross-cutting . General, strategy, governance and
General Principles o
materiality assessment
. ESRSE1 ESRS E2 ESRS E3 ESRS E4 ESRS E5
Environment Climate change Pollution Water and Marine Biodiversity and Resource use and
Resources Ecosystems circular economy

ESRS S1 ESRS S2 ESRS S3 ESRS S4
Social Own Workforce Workers in the Affected Consumers and end-
value chain communities users

ESRS G1
Governance Business conduct

< >

Double-Materiality Assessment

E.g. matrix

Financial Materiality
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Most material topics

=7| Risk and Opportunities

@g Strategy

Assurance
k - .
Policies
M Targets and Metrics
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