Corporate reporting in light of CSRD:

Meaningful communications are challenged
by compliance-driven annual reports

Enabling smarter
global trade

By CEO and communications advisor Lars Sandstrgm, Corporate Relations

The largest Danish companies have submitted their first annual report
fully complying with the Corporate Sustainability Reporting Directive
(CSRD). These reports are quite comprehensive, data-driven and
technical when it comes to the integrated sustainability statement.
But two questions must be asked: Do the current annual reports
communicate in a meaningful way, and do they drive action?

My assessment of around 50 Danish large (primarily listed) companies’ annual
report is clear: They are playing by the book and have launched reports that are
very true to the prescription defined by the European Sustainability Reporting
Standards (ESRS). Danish companies are best-in-class - at least when it comes to
compliance.

Beyond compliance

However, when it comes to sustainability there is potentially a big difference
between reporting for compliance and communicating in a meaningful way - and
even between being compliant and conducting real, impactful and business-
oriented action.



One could fear that time and resources have been spent on administrative
burdens and less on pursuing business opportunities related to the
implementation of innovative and sustainable solutions. This is of course also the
evaluation coming from EU, and the reason for the Omnibus Regulation packages
presented the 26 February 2025. The purpose of this is obviously to reduce
bureaucracy and administrative burdens.

A potential for meaningful communication

As a communications advisor, | am primarily concerned that annual reports are
getting too complex and too technical for the average reader to comprehend. That
is not the spirit of the new regulations. By contrast, with the integration of
sustainability in the annual report, you are (potentially) broadening the audience of
the report from a group of primarily financial institutions, analysts, investors and
regulators to a group also including organizations, partners, employees and even
customers and consumers.

It remains to be seen whether companies are able to communicate in a relevant
and meaningful way to this broader target audience, or whether the potential for
good and effective communication are drowning in the sea of bureaucracy, rules
and regulations - or whether the new Omnibus package will be a push in another
direction.

Guidelines for inspiration

In this article, I am providing 10 guidelines to improving the communication of
value creation in the integrated annual report. These guidelines are not changing
the concept, form and structure of a typical annual report. On the contrary, | am
presenting best practice examples of elements that are already present in some
annual reports from Danish companies. As such, it is my hope that these
guidelines and examples will provide ideas and inspiration to other companies in
their efforts to improve corporate reporting going forward.

Guideline #1

Create a concise equity story

- the reason to invest and do business with your company

You could say that all a company communicate is part of the common equity story.
You could even say that the equity story - like a brand image - is co-created by all
internal and external stakeholders. However, many companies are also directing
readers’ attention to an official equity story in the annual report.

This equity story can be directed towards potential investors with a headline like:
Why invest in our company? But some are presenting a broader equity story
communicating why different stakeholders should choose to have relations with
the company. In this way the equity story is taking form of a corporate story.

There are differences in the building blocks of the equity story. Some have a
financial focus with technical arguments for an investment, while others have a
more holistic focus including elements like culture, working conditions, products
and services, sustainability measures, management, ethics, and image. Elements



that are typically directed towards customers, partners, political decision makers
and employees.

The tone-of-voice, format and topics covered are very much dependent on the
purpose of the story and the stakeholders you want to approach.
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Nilfisk presents the equity story in a brief and appealing way with a focus on relevant reasons to
invest in the company.

Guideline #2

Make an appealing executive letter to describe performance, progress and
plans

With the integrated annual report increasing in number of pages and complexity,
the executive letter should take a more prominent and important position in the
report. Many readers may only read the letter and skim the rest of the report. This
makes it a case with a need for special attention.

In many annual reports the letter is co-written by the chairman of the Board and
the CEO. This is a way to demonstrate that top management is following and
agreeing on a common and coordinated strategic course for the company. Two
letters are not recommendable, as the messages tend to overlap or signal that the
Board and executive management have two different takes on the company
results and progress. One common letter signals alignment.

The letter should be neutral but personal. The current figures should be presented
and explained, and the expectations for the future should be communicated in



light of historic experiences, market trends and business risks. However, the letter
should leave room for analytic assessment and evaluation.

The letter should not be emotional. But it should demonstrate a human touch in
recognizing the efforts of employees and partners, in describing the role of
purpose, values and culture, and by communicating how the company is handling
its impact on environment, people and society.

Unlocking ISS’s full potential

The CEO and Chair of ISS are describing the results and value creation achieved in 2024 but also
use the letter to explain the transformation of the company and business.

Guideline #3

lllustrate the business model to clarify the foundation for value creation

- now and in the future

The communication about business model has taken a more and more prominent
role in corporate reporting in recent years. This is not only related to the need for
compliance, but to the readers it also serves as a shortcut to understanding how
the company creates value and how it is positioning itself in the value chain.

The business model typically describes the resources/input that companies are
relying on, the operations (the core business) that defines the unique offering, and
the value creation/output or impact that is the result of the business operations.
Often some kind of value or supply chain is included in the model as well as the
purpose.

It is a clear trend that the business model visualization as well as description has
been improved for many companies in recent years. But the content of the
business model has also changed for companies who see a need to include a
stronger focus on impacts, risks and opportunities related to a focus on ESG topics.
In this way, the business model is moving from a shareholder to a stakeholder
perspective and presents a balanced and holistic perspective on the value creation
of the business.
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ALK’s business model is illustrated in a simple and easy-to-understand way showing both the
internal processes, the resources used, and the results created in 2024.

Guideline #4

Explain the company’s position and role in relation to current trends in
industry, market and society

It's relevant for companies to describe how they are responding to trends in
society, market, and industry to be able to meet customers’ and consumers’
demands - and to be able to develop a unique position and brand image.

There are many ways to describe trends. Some describe business opportunities in
the light of general megatrends, some describe external and internal trends
affecting their business in both positive and negative ways, and some describe
specific industry and market trends, their impact on business strategy and
operations and how the company responds to these trends and impacts.

Reflecting on trends is a way to demonstrate that the business model. strategy and
position of the company are aligned with the current development in technology,
markets and regulations, and that the company’s products and services is relevant
now as well as in years to come. Companies analyzing and understanding the
implications of trends are also the ones that are able to respond and to be
innovative in order to maintain or further develop a unique market position.
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NKT is describing markets and megatrends, and how these trends are expected to impact on the
power cable market in the short-, medium- and long-term perspective.

Guideline #5

lllustrate and explain the position and significance of material topics as part
of the value chain

An illustration of the value chain can serve several purposes. It should illustrate the
services, products or solutions that the company is providing as a part of a larger
B2B value chain - or in a direct relation with customers or consumers. The value
chain should include the resources provided upstream, the company’s operations
and the positive and negative impacts related to its downstream activities.

The value chain could be a linear process, but it could also illustrate as a circular
process including regenerative processes with a focus on recycling.

Some value chains are very specific in their design and explanation on the specific
processes carried out in different parts of the value chain. This is insightful.
However, it is also recommended to illustrate if these processes - and the included
stakeholder relations - are connected to specific material topics (defined by a
double materiality assessment (DMA)).

lllustrating and mapping your value chain is an integrated part of the DMA process
that not only forces you to discuss how relations and processes should be
presented externally. It also serves as an internal tool for discussing how the
company operates, if impacts and risks could be reduced, and if changes could be
made to reap more benefits from the company’s role and position in the value
chain.




review statement Financi FLSmidth Annuat Report 2024 73
Gemeral  Envionment  Sochl  Govemance =

Impacts, risks and opportunities across our value chain

Upstream Own Operations Downstream
H > 4 g L §
£ ] =
. - OV - ~} P
e | HH - Aa
=1 ' » | s
i B o e
ESRSE1L Ciimatechange - COgemissions ~+Paged3 - COgemssons +Pages2 - COgemesions +Page83
+ Energyoptimeation +PageB4 - MISSIONZero portiolo ~Pageds
ESRSE2 Poliution « AF poRution from production +Page®é - AFpolition from production +Pageds - Tailngs soltionoffenngs -+Page98
+ Useof substances of concem
ESRSES Water « Wates withdrawal +Page100 - Water withdrawal ~+Page100 - MissioZeroportfolio =Pag=e100
ESRS E4 Blodiversity + COeemssions ~Page103
+ Depletion of hange
+ Reguiatory/reputational pressure
- Reducingminng footprnt +FPaga104
ESRSES Circularity « VIgInTaw matenas ~+Page105 - Generation ofwaste +Page105 - Productdesign -+Page 106
- Sourcingof materials - Salesofsewices
ESRS S1 Ownworkforce + Working conditions -+Pagei11
« Equal treatmant and opportunities. - Page112
ESRS S2 Workersn the - Adequatewages = Page121 ~ Chad labour and forced bour +Paga121
vaiue chain + Heaithand safe
+ Chid iabour and forced labour
ESRS S3 Affected . €ConoOmiC, = Page127
+ Rights of ndigenous paopie

ESRSGL - suppier ~Page13t - Comoratecutura ~Page130 - Poltical engagement and iobbying activities ~Page130
+ Protection of whstisbowers +Page130 - Publcpolicy -+ Page13t
+ Comuptionand bribery ~Page131

FLSmidth determines the location of the impacts, risks and opportunities in the value chain. This
makes the focus on all parts of the value chain very illustrative.

Guideline #6

Communicate progress in meeting ESG-targets in an easy-to-overview way
Target-setting and -communication is an essential discipline within corporate
reporting. It is a part of being compliant with the CSRD/ESRS, and it is a way for
companies to demonstrate that they are ambitious and serious in their efforts to
meet important ESG goals.

Most large companies have defined and are reporting clear targets for the ESG
strategy and are reporting on results and improvements on a year-to-year basis.
Often these results are not only internal but are also concerning material parts of
the supply chain. And when it comes to greenhouse (GHG) emissions, targets are
increasingly science-based to ensure transparency and comparability, and to
ensure companies are heading in the direction towards living up to the 2015 Paris
Agreement.

However, it is not always clear how far companies have come on their way to meet
these targets, when these targets were defined (baseline), and whether companies
have reset targets in the process (often known as target-washing). Illustrations/
info-graphics including targets and progress will enhance readers’ understanding
and evaluation of companies’ ESG measures.
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Rockwool illustrates its goals and progress on eight ESG performance indicators/highlights in

very simple and decodable way.

Guideline #7

Disclose the salience and engagement of stakeholders
Stakeholder analysis, engagement and mapping is a strengthened discipline in
many companies. This is not the least due to the CSRD, which includes a number of

provisions that are designed to improve stakeholder engagement.

For example, companies are required to disclose information about how they have
consulted stakeholders in regard to the double materiality assessment and in
relation to the due diligence processes that must be described in the sustainability
statement. This will help to ensure that companies are taking into account the
needs and concerns of their stakeholders when they make decisions about

sustainability measures.

There are several ways to illustrate and describe the salience and engagement of
stakeholders. However, it is essential that this overview brings an adequate image
of the salience of the stakeholders and the nature of the relations and dialogue
between the company representatives and defines stakeholders. Also, the
outcomes of engagement and dialogue should be part of the overview of

stakeholder relations.
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A.P. Maller-Maersk describes the key stakeholders in a brief and relevant way. It is stated how
the company engages with them and how this input is used to strengthen business relations and
operations.

Guideline #8
Explain the due diligence processes related to ESG - and the outcome

If you are to comply with CSRD, it is mandatory to describe the due diligence
processes related to ESG - and with the Corporate Sustainability Due Diligence
Directive (CSDDD) you must expect a more intensified focus on due diligence
processes and topics from regulators, authorities, investors and customers.

Companies are increasingly aware of their position and responsibility in the supply
chain. To manage your supply chain is not just about delivery safety, quality and
costs, it is also about ensuring that your suppliers comply with national and
international rules and standards for human rights, privacy, use of data, trade,
anti-corruption, diversity and inclusion, labor rights and payment, etc.

More and more companies are therefore taking a systematic approach to
describing how they manage suppliers, conduct due diligence processes, and make
sure they do business with companies that live up to high standards, both
operationally and in regard to ethics and responsibility.

However, companies need to go further by not only focusing on upstream and
their own operations, but also on their downstream operations. Due diligence
must cover the full value chain, and corporate reporting should also focus on how



companies’ products and services are marketed, sold, used, thrown away or

recycled.

Our due diligence approach

For over a decade, we have been following the OECD
Guidetines for Multinationol Enterprises ond the UN
Guiding Principles on Business and Human Rights to
Integrate due ditigence Into our procurement, operations,
and locol communities. This work has set astrong
foundation for our future ambitions, as we prepare to
e anticipated requirements of the EU Corporate
ve (CSDDD).

o risk-based due diligence approach centere
accountability, transparency, collaboration, an
proactive engogement with stakeholders across our
volue chain,

At the core of our approach Is the Sustainabiity Due
Diligence & Compliance team, established to ensure
t business partners and suppliers achere to

partners'. This co specific req tsand
expectations related to human rights, labour conditions,
anti-corruption, and environmental protection

Our processes

We perform risk screenings and code of conduct
assessments to ensure that our business partners
meet the requirements In our code of conduct
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Sustainability due diligence

We are also developing corrective actions and tatlored
improvement plans together with our suppliers, where
necessary. This Is an ongoing effort that includes
audts, supplier training, and reqular follow-ups to
address any gaps identified.
Portnerships and cross-indust aboration are
also fundamental if we want
ditigence approach. We 2
with key Industry organisations, such as the
nternational Responsible Business Conduct IRBC)

collaborations provide occess to best practices,
shared knowiedge, and support the continuous
improvement of our due diligence processes In the
renewable energy value chain

Governance
We are In the process of establishing @ Human Rights
Task Force specifically focused on strengthening our
due diligence systems and governance. For more
nformation about this task force, see pages 63-64.

Next steps

As we look forward, we are continuously refining
our due diligence practices. This incl
pre-contractual screenings to identif;
early, especially for complex and large-scale projects,
such as offshore wind farms.

Addttionally, we are Investing in tools to improve
troceability throughout our supply chain. For example,
we have conducted a blockchain pilot project to trace
origin for key metols In one of our projects, and we are
evoluating the opplication of blockchain opportunities
with other suppliers and on other metols as well as
exploring steel origin reporting for wind turbines.

Through these efforts, we ore dedicated to continuously
enhancing our due diligence approach in line with the
CSDDD and OECD Guidelines’ principles of ongoing
monitoring, learning, and improvement

On the right Is @ mapping detailing where In our
sustalnabllity statements we provide further Infor-
mation cbout our due ditigence process, Including
how we apply the main aspects and steps of our
due diligence process

€= 0

Cars slemsnts of dus dfigence

o Embedding dus dtigence In governance,
strat

@rsted describes the due diligence processes related to sustainability. Also, there is reference to
due diligence elements included in different parts of the report.

Guideline #9

Communicate the value of developing the working culture, employee
engagement and DEIl-programs
Describing initiatives and results in relation to working culture and employee
engagement is an essential part of corporate reporting. Especially, the terms
diversity, equity, and inclusion (DEI) have been hot topics in corporate reporting in

recent years.

The description of results and measures on these terms includes a lot of variety
from one company to the next. It is regulatory to describe gender diversity, but
diversity includes much more and should also be reported in regard to e.g.
nationality, educational background, job functions and possibilities for personal
growth and development. Also, when it comes to inclusion companies could
describe how they help people with disabilities or how they work with NGOs or
local communities create meaningful jobs.

The role of culture, engagement and DEI should also be reported in relation to the
strategies and actions focusing on recruitment, retention and other employer

branding activities.




These topics should not be subject to pure storytelling. Companies should use
relevant measurements to document their results - this could include surveys on
engagement, loyalty, and leadership, measurements of participation in training
and education, and calculations on employee growth, new hires, and retention
rate. Just to mention a few ways to develop data-driven reporting on people and
culture.

O annuaL reporr 2024 SOTAL . SUSTAWNABILITY STATEMENTS | 87

DIVERSITY, EQUITY AND INCLUSION

BUILDING A DIVERSE, EQUITABLE e
AND INCLUSIVE WORKPLACE SR e

our efforts to create a workplace
that embraces diversity, prioritises
equity and fosters inclusion. Through
targeted initiatives, we progressed
towards gender parity in our
Leadership Team, ensuring equal pay
and building a more inclusive future
for all employees at Pandora.

2030: 50%

INCLUSION SCORE OF 8.5
Maintain 8.5 score on Inclusion In empioyee
listening survey.

2024:88

Maintain 8.5
outof 10

Diversity, equity and inclusion have long been
integral to our culture and operations, and we
remain dedicated to embedding them across all
parts of our organisation. We continue to build on
our existing efforts to create an inclusive workplace
that reflects the diversity of the more than 41,300
employees in our global workforce. Employees are
well-distributed across male, female, other or not
reported, with the highest number of employees
located in Thailand and the United States.
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The age profile is distributed with 48% below
30, 48% between 30 and S0, and 4% above 50
years, highlighting a multigenerational workforce
committed to inclusivity and diversity.

@ Asor2024
Target

Pandora is communicating its targets, results and initiatives for diversity, equity and inclusion in
a way that demonstrates commitment and progress.

Guideline #10

Connect UN’s Sustainable Development Goals to the targets and initiatives
within ESG

With a comprehensive framework of laws, directives and standards to guide
corporate reporting, this discipline is to an increasing extent becoming somewhat
complex and technical. E.g. understanding the implications of the sustainability
statement is not an easy task to non-advanced readers.

Many companies have adopted UN's Sustainability Development Goals (SDGs) as a
way to understand and direct actions to support specific goals and the Paris
Agreement (2015). SDGs are important guidelines to nations, companies and
people around the world and serve as a common language for sustainability. In
this way, the SDGs are also relevant as a complementary framework to
communicate the value of a company's sustainability strategy and its specific
priorities in light of the SDG's.



The position and role of the SDGs in the annual report can take many forms.
However, it is important that the use of the SDG's and the illustrative icons is not
just graphic decoration of the report, but that the connection of SDGs to the
strategy and operations is explained and documented. If you include SDGs in
reporting, they must be expected to be a focus for discussion and prioritizations in

top management.

1 For further details on thz Double Materiality Assessment (DMA) see pages 64-77.
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opportunities for our business = Risk of falure of pharmacowigliance = Increasing raw material costs
based on the DMA2%
Lundbeck's + Leverage our speciaiat knowsedge to + Promote husiness ethics, ncuding human andis-  * Deliver on the “Business Ambition for 1.5° C” pledge. + Berecognized ax s workpiace that fosters physical
st SR e o e o P 0t ok P et it | e ot g

* Show leadership to promote mental health with
preventive actiors at our workplaces glotally.

« Achieve o lost time sccisent frequency S 3.

* He recognized by employees and externally as a work-

Imfluence the putilc det
by setting ambitious
parency, and c

an equality and Inchston

s, enhancing data trans-

ting actvely.

* Request key business partners to promote dversity
and prevent discrimination in all it forms:

Lundbeck is integrating the UN SDGs into the annual report illustrating how this
correlates with the company’s priorities and the DMA.

More info

Get the full report "Guide 2025 - Corporate Reporting” from
www.corporaterelations.dk/annualreport



http://www.corporaterelations.dk/annualreport

