" 0 & |

== . 5 #J 5 A
=terna SRR 4
Part of Telefonica Tech det oW %ﬁﬁ

Navigating Sustéi'ﬁability
Legislation: A Comprehensive™.
Guide

A guide to get you started




@2 tarna
Hart of Telefdmca Tooh

1. Green Deal

The European Green Deal represents the European Union's response to the pressing climate crisis. To address
this emergency, the European Parliament urged the European Commission to align all its proposals with the

target of limiting global warming to L5°C and substantially reducing greenhouse gas emissions

In answer to this call, the European Commission introduced the European Green Deal, a comprehensive plan

outlining the path towards achieving a climate-neutral Europe by the year 2050,

On June 24th 2021, the Eurcpean Parliament approved the EU Climate Law, which enforces a legally binding goal
of reducing emissions by 55% by 2020 and achieving climate neutrality by 2050 This decisive action brings the EU
closer to itz long-term objective of achieving negative emissions and reaffirms its leadership in the global fight

against climate change:

The adoption of the EU Climate Law is expected to facilitate the implernentation of the emission reduction
targets into legislation, leading to several benefits. These banefits include improved air, water, and soil quality,
reduced energy costs, upgraded and energy-efficient homes, enhanced public transportation with increased
charging infrastructure for electric vehicles, decreased waste genaration, healthier food, and improved health

outcomnes for current and future generations.

Furthermore, buscinesces stand to gain advantages as the EU sets global standards in varnous cectors:
Opportunities are expected to arise in areas like renewable energy and energy-efficient bulldings and processes,

whiich are likely to creata job opportunities, promoting economic growth within the ELL
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1.1 CSRD - Corporate Sustainability Reporting Directive

The Corporate Sustainability Reporting Directive [CSRD) s an EU standard designed to makes corporate
sustainability reporting more common, consistent, and standardired. CSAD was adopted on the 21st of April
2021 in the wake of the EU Green Deal. It updates and strengthens rules introduced by the existing Non-Financial
Reporting Directive (MFRDY).
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Im Januwary 2023, the CRSD came into effect — making it mandatory for around 50000 companies oparating in the
European Union |EWY) to adhere to:a new set of sustainability reporting requirements. The first batch of companies

subject to CSRD = obligated to start their reporting in 2024, But who Is actually within this scope?

The scope of the new directive applies to all companies that match two out of three criteria:
Mare than 250 employees and/for
More than €£50M turnover (before €40M) and/for
Maore than £25M (before E20M) total assels

Key CSRD reguirements:
Double materiality assessmeant: Double materiality assessment takes into account two aspects: impact on
peocple and the planet and impact on company value.
Yearly reporting: Companigs will have to publicly report thair ESG performances aligned to the ESRS each year.
: Mandatory due diligence.
Reporting scope: The C5RD is required to report on the entire value chain
Mandatory audit Companies need to got "limited” assurance for their sustainability information from a

rrustworthy third party. They'll review the data to make sure it's accurate and legitimate.
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Timealine:

Once implemented, companies previously subject to the NFRD and large non-EU listed companies employving
over 500 peoplewill be obliged to adopt ESRS reporting for the financial vear 2024, with initial reports due in
2025 Other significant companies will commence reporting a year later. For fisted SMEs, including non-EU-
listed SMEs, thaeir inaugural ESRS sustainability statements will be issued in 2027, though they may choose to
defer participation for up to twa years. Non-EU companies generating more than €150 million in EU revenue
annually and operating a branch or subsidiary with revenue exceeding €40 milfion will have reporting
obligations beginning in the financial year 2028, with the first reports due in 20292023 The C5RD entered into
force

¢ 2023 The C5RD entered into force

& 2024: Reporting starts for all large companies already covered by the NFRD that meet at least two of the
following three requirements 500 or more employees; 40 million EUR in net turnover; and 20 million EUR in
assets. Reparts to be published in 2025,

& 2025: All large companios that meeat at least two of the following three requiresments: 250 or more
employees, 40 million EUR in net turmover, and 20 million EUR in assets, start reporting in 2025 and publish
reports in 2026.

¢ 2026: Listed small and medium-sized enterprises (SMEs]® that meeat at least twoof the following
requirements Owver 10 employees; Over 700 000 EUR net revenue; Over 350 000 EUR in assets.

& 2028: Non-EU cormpanies that have: 150 million EUR in net turnover in the EU if they have at least one

subsidiary or branch in the EU

FY1& FY25 FY26 FY27 FYZ8
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The primary objective is to achieve standardized and comparable reporting of environmental, social, and

governance [ESC) performance. For this reason, all companies falling under CS5RO's scope must report

according to the Eurcpean Sustainability Reparting Standards (ESRS).
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1.2 ESRS — European Sustainability Reporting Standards

The draft European Sustainability Reporting Standards (ESRS) set out the rules and requirements for companias
to report on sustainability-related aspects under the Corporate Sustainable Reporting Directive (CSRD). EFRAG

was appointed technical adviser io the European Commission developing draft ESRS

The ESRS is designed to make corporate sustainability and environmental social governance (ESG) reporting
within the EU more accurate, common, consistent, comparable, and standardized, just like financial accounting

and reporting

ESRS distinguishes itself from other voluntary reporting standards through its distinctive double materiality
parspective. Companies must now provide reports on their effects on people and the emvironmant, and

how social and enwvircnmental issues influence the company's financial risks and opportunities. This all
encompassing approach encourages businesses to consider the wider consequences of their actions, fostering

more recponsible and suctainable practices.

Standards are divided into general standards, topic standards, and sector-specific standards. The standards

organizations need to follow depend on factors like their operations, size, and sector.

Bicture: European Sustainghility Reporting Standards structure
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Tha General requiremeants standards are the basis of the reporting. They tell you what information to include in

the report and how to present it

July 2023 update: According to the EL's [atest changes, the "General disclosures™ standard is the only one that
everyone must follow. To figure out the other disclosures that apply to you, you'll need to do a double materiality

ascessment
Topical standards cover 5 environmental, 4 social, and 1 governance topic for the time being.

July 2023 update: According to the EU's latest changes, companies with less than 750 employess now have the
option to exclude certain dicclosure requirements. For the first two years, thoy are only required to report on

biodiversity, scope I emissions data, and their workforce.

1.3 CSDDD - Corporate Sustainability Due Diligence Directive

The Corporate Sustainability Due Diligence Directive ({CSDDD) will require companies within the scope to
carry out environmental and human rights due diligence throughout their supply chains, including direct and
indirect suppliers, their operations, products, and services.

Importantly, tha directive will cover value chains inside and outside of Europe, impacting corporations globally:
It builds on and interacts with other regulations that focus on supply chain ESG, such as the SFDOR, which aims

to improve transparency in the sustainable investment product market

The directive covers a broad range of issues: human rights, social and labor rights, and environmental impacts -
essentially the entire ESG spactrurm.

Who Is within the Scope of EU CSDD?

It will be applicable for companies with:

¢ 500 employees + worldwide Turnover €150M
250 employees + worldwide Turmmower €£40M, if over 50% i generated in high-risk sectors
Third-country {Le, non-EU) companies + net Turmowver €150M in the EU

Third-country companias + net Turnover €40 miliion in the EU and over 0% generated in high-risk sectors

Small and madium-sized companies do not fall directy within the scope of the EU CS0D, but they are impacted
indirectly, as they will need to meet standards in their role as suppliers to larger, in-scope businesses.

ﬁ“‘: 06 inf@@




@2 tarna
Hart of Telefdmca Tooh

1.4 EU Taxonomy

What s the EU taxonomy?

The EU taxonomy is a classification system, which establishes a list of environmentally sustainable economic

activities. It classifies business activities based on their contribution to the green transition.

It should create security for investors (help investors direct funds toward more sustainable businesses), protect
private investors from greenwashing, help companies (o becorme more climate-friendly, mitigate market

fragmentation, and help shift investments, whore they are most needead.

Thare are six environmental cbjectives, which an economic activity must adhere to, for it to be included in the
EU Taxonomy. For econommic activity to be certified as being enwironmentally sustainable in keaping with the
Taxonomy, 3 substantial contribution must be made o 3t least one of the objectives and simultaneously have no

significant detrimental impact on the other five.

Picture: The & EU environmentol objectives ioid out by the Taxonomy Reguiation
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Why do we need an EU taxonomy?

To meet the EU's climate and energy targets for 2020 and achieve the objectives of the European Green Deal.

EU Taxonomy actvity evaluation

Aside from the & environmental objectives, thie EU taxonomy also sets 4 overarching conditions that econamic

activity must meet to qualify as environmentally sustainable.

The classcification system hac 4 conditions:

Dioes the activity substantially contribute to climate change mitigation and for adaptation?

s

Does the activity meet the technical criteria?

I Does the activity meot the Do No Significant Harm requirements?

Does the activity comiply with Minimum Social Safequards?

if wie can answer "Yes” to these four conditions, the activity is aligned with the EU taxonomy. If any of the criteria

are not meat, then the activity can't be regarded as sustainabile.

Determining
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Picture: The 4-step process o determine if an activity is taxsonomy-aligned:
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i) 1 Bicture: Technical screening phase: check if the economic octivity meets the EU Taxonomy's criteria
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Manage your reporting with BE-terna. For more information
contact us at sustainability@be-terna.com.
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You want to know miore about BE-terna and

our business solutions? We're there for you.

www.be-terna.com




@—“ taerna
Pt ol Tedeftnios Teos

Sources

Green Deak key to a climate-neutral and sustainable EL. {2023, May 2). European Parliament.

httpsfwaw europarleuropa.eu/news/en/headlinesSociety202006185TOB1S1E green-deal-key-to-a-clima-
te-neutral-and-sustainable-eu?&at_campaign=20234-Green&at _medium=Coogle_Ads&at_ platform=5a
arch&at_creation=R5A&at_goal=TR_G&at_audience=greeni2Cdeaifat_topic=Creen_Dealdat_locati
on=SlEqclid=CjwKCAjwg4imBhBEQEWASNXIBnDESWINsbMwglZrEbs 8ukozachbqsBigAZbFnEU 1 ao8ySLIE-
2z2ghotCy=80AvD_BwE

European Union. (2020, March). Taxenomy: Final report of the Technical Expert Croupon Sustainable Finance.
European Union. https//financeec.europaeufsystemTiles2020- 03200309 -sustainable-finance-teg-final-re-

port-takonomy_en.pdf

1) mn in f B B




