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Abbreviations used in this document

ACPR
APRA
BCBS
BoE
CBI

CcC
CMF
COP26

CRD

CRR

CSA
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CVM
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Autorité de Contréle Prudentiel et de Résolution
Australian Prudential Regulation Authority
Basel Committee on Banking Supervision

Bank of England

Climate Bonds Initiative

Climate Change

Financial Market Commission

26th Conference of the Parties

Directive 2013/36/EU on access to the activity of credit institutions and
the prudential supervision of credit institutions and investment firms

Regulation on prudential requirements for credit institutions and
investment firms

Climate Scenario Analysis

China Securities Regulatory Commission

Corporate Sustainability Reporting Directive

Brazilian Securities and Exchange Commission
Department of Forestry, Fisheries and the Environment
Discussion Paper

European Banking Authority

European Central Bank

European Commission

Economic Commission for Latin America and the Caribbean

EIOPA
EP
EPA
ESAs
ESG
ESMA
ESRS
EU
FCA
Fed
FAO
FRC
GFT
GHG
HKMA
HM
ILO
ISSA
ISSB
NAAQS
MINECO

*Full name can also be used throughout the document to make it easier to read.

European Insurance and Occupational Pensions Authority
European Parliament

Environmental Protection Agency

European Supervisory Authorities

Environmental, Social and Governance

European Securities and Markets Authority
European Sustainability Reporting Standards
European Union

Financial Conduct Authority

Federal Reserve

Food and Agriculture Organization

Financial Reporting Council

Green Finance Taxonomy

Greenhouse Gas

Hong Kong Monetary Authority

His Majesty

International Labour Organization

International Sustainability Standards for Assurance
International Sustainability Standards Board
National Ambient Air Quality Standards

Ministry of Economic Affairs and Digital Transformation



Abbreviations used in this document

Ministry of the Environment e Substances of Concern In articles, as such or in complex objects

NAP National Adaptation Plan (Products)
NCCAS National Climate Change Adaptation Strategy SDR Sustainability Disclosure Requirements
NCG New Clean Generation SEC Securities and Exchange Commission
NDRC Nati | Devel t and Ref C iSSi . . . .

ational Development and Retorm Lommission SFAC Sustainable Finance Action Council
NFRD Non-Financial Reporting Directive

o _ . SME Small and Medium Enterprises
OECD Organisation for Economic Co-operation and Development
OEP Office for Environmental Protection Shiiel ol @l NerH ez EX MSiLIien
_ _ ) _ o TCFD Task Force on Climate-related Financial Disclosures
OSFI Office of the Superintendent of Financial Institutions
T-MAS Sustainability Action Roundtable
PACTA Paris Agreement Capital Transition Assessment TNFD Taskforce on Nature-related Financial Disclosures
PBOC People’'s Bank of China TSC Technical Screening Criteria
PCAF Partnership for Carbon Accounting Financials UNEP FI United Nations Environment Programme Finance Initiative
PRA Prudential Regulation Authority ; ) ; :
UNFCCC United Nations Framework Convention on Climate Change
PS Policy Statement
_ _ usC United States Code

PSF Platform on Sustainable Finance
RES Renewable Energy Sources WEEE Waste Electrical and Electronic Equipment
RNC Roadmap for Carbon Neutrality SFDR Sustainable Finance Disclosure Regulation
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1 Global context

General overview

For the purposes of this technical note, regulatory trends are classified distinguishing
global cross -industry publications from financial sector specific publications

E Financial regulatory trends focus only in financial sector particular
requirements. Current sectoral sustainability regulation trends can be classified

as follows:

E Cross -regulatory trends apply to all sectors . For the purposes of the present
technical note regulatory developments are classified as follows:

Risk Management and supervisory expectations

Climate Change Laws
Regulatory requirements and guidelines and expectations on how institutions

Laws that govern action on climate change by setting actions that fall under the
scope of climate change mitigation and adaptation. should integrate ESG risks into their risk management frameworks

Taxonomy Regulatory Stress Tests

Classification system that defines technical screening criteria allowing a common Climate stress tests |ook at bankso resil.i
understanding of activities that contribute to ESG purposes. . ; ; .

and technologies, as well as physical risks, due to acute and chronic extreme
weather events.

Transparency Transparency
Standards on corporate disclosure requirements, qualitative and quantitative. Prudencial (jisclosures (BCBS Pillar 3) and those specifip fqr the financial services
sector (e.g. investment funds, green and social bonds principles)

This technical note will be updated periodically with the latest trends in sustainability related regulation covering, at a minimum, those
geographies where Management Solutions operates?!
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Global context
Development status by geography

Different degree of development by geographical area in cross regulatory trends
Regulation available Regulation available Regulation available Regulation available
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Regulation Regulation available Regulation available Regulation available

O on green taxonomy ‘ l '(i' \ ﬁ ’:‘;
Taxonomy u ’ Regulation on New regulation available Regulation available

social taxonomy i B v/i
| v

Climate change u

Law

i 1 . . .
Standard available ® Corporate disclosure regulation available

Directive aligned with the latest global
standards. Different degree of progress in @ @

: TC m local transpositions

nc
Transparency u .m IFRS S1 9 Regulation available
IFRS S2 Py Regulation aligned with the latest standards '
N\ :?-“
2 2

CS3D

‘ Deforestation Regulation
Others u ‘@>> OE‘ D Green Claims Directive
Directive on the accessibility requirements for

products and service stands

1. The TCFD framework has been fully incorporated into the ISSB standards (IFRS S1 and IFRS S2).
2. Implementation of the SEC's rule has been delayed by legal challenges filed by several states and business groups, so it will not go into effect

N/ . . . . . . .
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Global context

Different degree of development by geographical area in financial regulatory trends
Global Europe America Asia & Oceania
Standard available Supervisory expectations available Regulation available
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Supervisory
Expectations P> § "I[“ mscﬂ 0
Standard available Regulation available Regulation available Regulation available
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Standard available Regulation available

BCBS Regulation available @ ' L
Transparency P

Draft ITS ESAP under development
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Principles available 0 Green Bonds Regulation

Others > ( Green Bond Social Bond

m Code of Conduct for ESG
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2 Climate change Law

European Climate Law | EP/Council | Jul. 2021 ﬂ

The European Climate Law sets the goal of the European Green Deal for E u r o p@@osy and society to become climate-neutral by 2050. The law also
sets the intermediate target of reducing net GHG emissions by at least 55% by 2030, compared to 1990 levels. Furthermore, it recognizes the need to
enhance the E U écarbon sink and a process for setting a 2040 climate target.

Law on the fight against climate change and the reinforcement of resilience | National Assembly and Senate | Aug. 2021 H

This law anchors ecology in French society: in public services, education, urban planning, travel and consumption patterns. It represents an acceleration
in the ecological transformation of French society and will have a direct impact on trade that will have to be taken into account by domestic and foreign
operators. It sets a target to reduce greenhouse gas emissions by 40% by 2030.

Climate Change Act 2021 | Bundes -Klimaschutzgesetz | Jun. 2021 H
Germany The purpose of this Act is to provide protection from the effects of worldwide climate change by ensuring achievement of the national climate targets and

compliance with the European targets. The ecological, social and economic impacts shall be taken into consideration. The basis of the Act is the
obligation according to the Paris Agreement, under the UNFCCC, to limit the increase in the global average temperature to well below two degrees
Celsius and, if possible, to 1.5 degrees Celsius, above the pre-industrial level so as to minimize the effects of worldwide climate change.

Decree-Law no. 111/2019 | Government | Oct. 2019 H

This Decree-Law establishes urgent measures for the definition of national strategic policy to combat climate change and improve air quality, in order to
comply with directive 2008/50 / EC obligations.

Climate Act | Government | Jul. 2019 H
Netherlands The Climate Act sets legally binding GHG emissions reduction targets for the Netherlands. Specifically, it mandates the government to reduce its total
- GHG emissions by 95%, compared with a 1990 baseline, in the long run and achieve carbon neutrality in the electricity sector by 2050. It also requires the

government to reduce its emissions by 49% by 2030 in the medium run. Lastly, the laws contains provisions for developing an implementation plan,
measuring progress, and monitoring compliance and accountability.
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Renewable Energy Sources Act | Government | May. 2015 E

This Act defines the new regime for support to RES (including wind energy, energy radiation of the sun, solar, aerothermal, geothermal, etc.), aiming to
stabilise the long-term support system, with the goal to prevent electricity prices from increasing in an uncontrolled manner. The Act also transposes the
Directive 2009/28/EC on renewable energy into Polish legislation and aims to contribute to Poland's target of reaching 15% share of renewable energy
production by 2020.

Long -Term Strategy for carbon neutrality of the Portuguese economy by 2050 | Government | Jun. 2019 H

This RNC2050 sets out the vision and trajectories and identifies guidelines for the policies and measures needed to achieve this carbon neutrality.
RNC2050 is also P o r t ulgagtTérs Strategy to be submitted to the EU and the UNFCCC under the Paris Agreement. Finally, RNC2050 provides
insight into key future trends and the necessary economic and social transformations, involving all sectors of the economy and society.

Climate Change and Energy Transition Law (Law 7/2021) | General Courts | May. 2021 B

This Regulation aims to ensure the compliance with the objectives of the 2015 Paris Agreement, to facilitate the decarbonization of the Spanish economy,
its transition to a circular model that ensures the rational use of resources and promote adaptation to the impacts of climate change and the
implementation of a sustainable development model that generates decent employment and contributes to the reduction of inequalities. It sets a target to
reduce GHG emissions by 23% by 2030.

Climate Change Act | Government | Nov. 2018 H

The Climate Change Act 2008 is the basis for the UK's approach to tackling and responding to climate change. It requires that emissions of carbon
dioxide and other GHGs are reduced and that climate change risks are adapted to. The Act also establishes the framework to deliver on these
requirements.

Environment Act | Government | Nov. 2021 H

An Act to make provision about targets, plans and policies for improving the natural environment; for statements and reports about environmental
protection; about waste and resource efficiency; about air quality; for the recall of products that fail to meet environmental standards; about water; about
nature and biodiversity; for conservation covenants; about the regulation of chemicals; and for connected purposes.

D Draft Final Version Non-Binding ﬂ Binding
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2 Climate change Law

Inflation Reduction Act | Congress | Sep. 2022 ﬂ
S The Inflation Reduction Act of 2022 is the most significant climate legislation in US history, offering funding, programs, and incentives to accelerate the
b transition to a clean energy economy and will likely drive significant deployment of new clean electricity resources.
S
<
e
5 General Climate Change Law | Chamber of Deputies | Jun. 2012 H
Pz
The law establishes provisions to address the adverse effects of climate change and regulate actions for mitigation and adaptation to climate change in
Mexico.
@
Q
Z GreteTala Framework Law on Climate Change (Decree 7 -2013) ﬂ
<
S Establishes regulations necessary to prevent, plan and respond to the impacts of climate change. Creates a National Information System and provides for
g broader participation of citizens and organizations
O

<
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2 Climate change Law

Climate Change Law (Decree No. 297 -2013) ﬂ
Honduras The law establishes the principles and regulations necessary to plan, prevent and respond in an adequate, coordinated and sustained manner to the

s . impacts generated by climate change in Honduras.
T
S
<
g National Climate Change Strategy 2050 (Decree No. 34) H
3 Panama . . . o - . .

Legal framework for climate change in Panama that addresses adaptation and mitigation, establishing proposed actions at the national level. It also

% establishes 2030 climate goals and a 2030-2050 transparency framework.

< Law on Minimum Budgets for Adaptation and Mitigation to Global Climate Change | ECLAC | Dec. 2019 ﬂ
B .
§: Argentina The act aims to establish strategies, measures, policies and instruments related to the study of impact, vulnerability and adaptation activities to Climate
- Change that can guarantee human and ecosystem development; assist and promote the development of mitigation and reduction strategies for GHG in the
§ country, among others.
N

<
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2 Climate change Law

Framework of mother earth and integral development to live well | Government | Oct. 2012 H

Legislative text for sustainable development, respecting the balance of the natural environment, and giving priority to the rights and knowledge of the
indigenous population, which includes numerous provisions on climate change

3 Law Establishing the National Policy on Climate Change (Law No. 12.187) H
GJ -
g Brasil The Law establishes Brazil's National Climate Change Policy, including its principles, objectives, guidelines and instruments.
e
£ S
(% ~—
Bill for a Framework Law on Climate Change (PLMCC) ﬂ

Establishes the legal framework for Chile to achieve carbon neutrality by 2050.

<
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Law Establishing Guidelines for Climate Change Management (Law No. 1931) H

It establishes guidelines for the management of climate change in public and private decisions, with the objective of reducing the vulnerability of the
population and ecosystems and promoting the transition.

Law No. 2169 Promot i n-GarbbrhDevelGomenht r yds Low H

Sets minimum targets and measures for carbon neutrality and climate resilience. It highlights the GHG reduction target of 55% for 2030 and the climate
neutrality by 2050.

Amendment to the Regulation on Hazardous Waste | Ministry of Environment | Feb. 2025 D

The purpose of this proposed amendment is to strengthen C o | o mlragudatosy framework for the management of hazardous waste, thereby reducing
environmental and health risks. The proposal aims to enhance environmental protection, prevent illegal waste handling, and support the sustainable
management of hazardous materials across their lifecycle.

National Climate Change Law (Law No. 5.875) ﬂ

Regulatory framework that allows planning and responding to the impacts of climate change. Therefore, it contributes to implement actions that reduce
vulnerability, improve adaptive capacity and mitigation.

<
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Framework Law on Climate Change (Law No. 30754 of 2018) ﬂ

Establish the framework for the management of climate change adaptation and mitigation measures, in order to reduce the country's vulnerability, take
advantage of opportunities and comply with the international commitments assumed.

Amendment to the Solid Waste Law | Ministry of the Environment | Dec. 2024 D

The purpose of this reform is to modernise P e r leg@atframework for solid waste management, thereby reducing environmental impacts and supporting
the transition to a circular economy. The government seeks to strengthen waste prevention, recycling, and recovery, clarify institutional responsibilities,
and improve enforcement mechanisms. The reform aims to align waste management practices with national environmental objectives and long-term

sustainability goals.

Draft Regulations on the Management of Waste Electrical and Electronic Equipment (WEEE) 5
| Ministry of the Environment (Peru) | Apr. 2025

The purpose of these draft regulations is to strengthen the management of waste electrical and electronic equipment, thereby reducing environmental and
health risks associated with electronic waste. The drafts support the development of a circular economy by promoting resource recovery, preventing
improper disposal, and aligning WEEE management with national environmental objectives.

Guidelines for the Design and Operation of Biodiversity Credit Projects | Ministry of the Environment | Jan. 2026 D

The purpose of these guidelines is to promote the development of biodiversity credit projects, thereby mobilising new sources of financing for biodiversity
conservation. The government seeks to establish technical and environmental principles to ensure that biodiversity credits represent measurable and
verifiable positive outcomes.

<
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2 Climate change Law

Contributions Circular Economy Promotion Law of the People's Republic of China | Government | Oct. 2018 H

This Law is formulated for the purpose of promoting the development of the circular economy, improving the resource utilization efficiency, protecting and
improving the environment and realizing sustainable development.

Climate Change Adaptation Act | Government | Jun. 2018 H

It enshrines into law the 2015 National Adaptation Plan and sets updated obligations. It charges authorities to take effective measures in various fields
based on "reliable scientific information”. It further promotes international cooperation and the involvement of private entities in adaptation efforts. Climate

change impact assessments will have to be published every five years by the Ministry for the Environment. Municipalities should establish local climate
change adaptation plans.

Act on promotion of global warming Countermeasures | Cabinet | May. 2016 E

The purpose of this Act is to promote climate change adaptation, thereby contributing to the health and cultural life of the Japanese people, both now and

in the future. The government shall formulate a NAP and should develop methodologies for monitoring and evaluation of the progress of the adaptation, It
creates a platform to inform of the adaptation.

Climate Change Act | Government | Sep. 2022 ﬂ

Australia The Act aims to legislate Au s t r @HG emiéson reduction targets (of 43% reduction against a 2005 baseline by 2030 and net zero emissions by 2050).
Climate targets legislation was a Labor election commitment.

<
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2 Climate change Law
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Climate Change Bill | Parliament | Mar. 2023 H

This Act provides a framework for promoting climate resilient low carbon economic development.

Nigeria's Climate Change Act | National Assembly of the Federal Republic of Nigeria | Nov. 2021 H

The Act provides a framework for Nigeria to achieve low GHG emissions through inclusive green growth and sustainable economic development and the
implementation of Nigeria's commitment to net zero emissions declared at COP26 in 2021. It establishes the National Council on Climate Change, which
will be tasked with implementing the countries climate Action Plan.

Climate Change Bill | Parliament | Feb. 2021 H

Its objective is to enable the development of an effective climate change response and a long-term, just transition to a low-carbon and climate-resilient
economy and society for South Africa in the context of sustainable development; and to provide for matters connected therewith.

National Climate Change Adaptation Strategy | Department of Forestry, Fisheries and the Environment | Aug. 2020 ﬂ

South Af r i NC&ASssupports the ¢ 0 u n tabilgyd@osmeeting its obligations in terms of the Paris Agreement on Climate Change. The 10-year plan,
being coordinated by the DFFE, will be reviewed every five years.

D Draft Final Version Non-Binding ﬂ Binding
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2 Taxonomy

Regulation 2020/852 (Climate Taxonomy) | OJEU | Jun. 2020 B

This regulation sets out the criteria for establishing whether an economic activity should be considered environmentally sustainable for the purpose of
determining the degree of environmental sustainability of investments. Thus, an exhaustive list of environmental objectives is laid down, as well as a
mandate to the EC to create uniform criteria for determining whether economic activities contribute substantially to those objectives. This Regulation
applies from December 2019.

Disclosure Delegated Act | OJEU | Jul. 2021 H

This Delegated Regulation specifies the content, methodology and presentation of information to be disclosed by large financial and non-
financial companies on the share of their business, investments or lending activities that are aligned with the EU Taxonomy. It applies from
January 2022 with the following application dates:

Complementary Climate Delegated Act | OJEU | Jul. 2022 H

Includes nuclear and natural gas as transitional activities in the EU Taxonomy. It allows these sectors to be labeled as green if they meet
specific emission thresholds and sustainability criteria, helping to transition towards renewable energy. New gas facilities must reduce
emissions and switch to low-carbon alternatives by 2035. The Act applies from 1 January 2023.

Climate Delegated Act | OJEU | Jun. 2023 B

The regulation sets out the technical selection criteria for determining under which conditions a specific economic activity shall be considered to
make a substantial contribution to climate change mitigation and for determining whether that economic activity causes significant harm to any of
the other environmental objectives. The Climate Delegated Act has been amended by Delegated Regulation (EU) 2023/2485, establishing
additional technical screening criteria for determining the conditions under which certain economic activities qualify as contributing substantially
to climate change mitigation or climate change adaptation and for determining whether those activities cause no significant harm to any of the
other environmental objectives. It shall apply from 1 January 2024. However, point (28) of Annex | and point (26) of Annex Il shall apply from 1
January 2025.

Environmental Delegated Act | OJEU | Nov. 2023 H >
The Environmental Delegated Act contains a new set of TSC for economic activities making a substantial contribution to one or more of the non-

climate environmental objectives, namely: i) sustainable use and protection of water and marine resources; ii) transition to a circular economy; iii)
pollution prevention and control; and iv) protection and restoration of biodiversity and ecosystems. This Regulation applies from 1 January 2024. 4

NSQManagementSolutlons D Draft Final Version Non-Binding ﬂ Binding © Management Solutions 2026. Al rights resenfed Pagel9
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2 Taxonomy

Final Report of a Social Taxonomy | EC/PSF | Feb. 2022 =

Outlines key elements of a social taxonomy in the current EU legislative environment on sustainable finance and sustainable governance: i) the
social objectives and sub-objectives; ii) what types of substantial contribution the activities can make to become socially sustainable; iii) ideas of
a structure of Do No Significant Harm; iv) methodology for selecting sectors for these objectives; v) list of desirable characteristics on qualitative
and quantitative metrics for Technical Screening Criteria. The report serves as a foundational document, it articulates preliminary goals such as
decent work, adequate living standards, and inclusive communities. These objectives will be considered by the EC as they refine and finalize the
regulatory framework for social investments in the EU, ensuring that the developed taxonomy aligns with broader sustainability and financial
goal s

Omnibus | - amendments to EU Taxonomy | OJEU | Jan. 2026 H

The European Commission (EC) adopted the Delegated Regulation amending the delegated acts underpinning the EU Taxonomy framework to simplify
sustainability disclosures and selected technical screening criteria. The regulation revises the EU Taxonomy Disclosures Delegated Act by streamlining
the content, templates and presentation of taxonomy-related disclosures for financial and non-financial undertakings, including proportionality thresholds
for immaterial activities and adjustments to key performance indicators such as turnover, capital expenditure and operating expenditure. It also amends
the EU Taxonomy Climate Delegated Act and the EU Taxonomy Environmental Delegated Act to simplify selected do no significant harm technical
screening criteria, notably in relation to pollution prevention and control, with the aim of reducing reporting burden while preserving the integrity of the EU
Taxonomy framework.

<

’vsoManagementSolutlons D Draft Final Version Non-Binding H Binding © Management Solutions 2026. Al rights resenfed Page20

Making things happen



2 Taxonomy

Green Taxonomy Colombia | SFC | Mar. 2022

Colombia

Colombia was the first country in LATAM to develop a taxonomy. Its objectives are aligned with those of the EU Taxonomy.

Taxonomy Roadmap Report for Canada | SFAC | Sep. 2022

Canada _ : _ : . . : L
The Taxonomy Roadmap Report contains 10 recommendations addressing the merits, design and implementation of a green and transition finance
taxonomy for Canada given that the potential opportunities for Canada far outweigh the risks. Full implementation of the Taxonomy initiative and is

expected by end-2025 at the latest.

Sustainable taxonomy of Mexico | Ministry of Finance | Mar. 2023

Mexico's Sustainable Taxonomy is created with the objective of generating a reliable, legitimate, unified and science-based classification system to define
which economic activities can be considered sustainable. With this, it seeks to increase investment in projects and economic activities that promote the
fulfilment of the country's environmental and social objectives, as well as Mexico's international commitments in terms of sustainability.

moManagen}ggsgSg”If;g;gﬁ D  Draft Final Version Non-Binding ﬂ Binding © Management Solutions 2026. All rights reserted Page?1l

<




2 Taxonomy

Latin
America
and the

Caribbean

Brazil

S

|

Ns’o ManagementSolutions

Making things happen

Common Framework of Sustainable Finance Taxonomies for Latin America and the Caribbean | UNEP FI | Jul. 2023

This paper is intended to be a guidance document that can serve as a voluntary reference to orient different actors in the region (government and policy
makers, development agencies or any other stakeholder) that are in the process of or intend to develop taxonomies in the region. The report implies that
taxonomies must be based on similar guiding principles, have design elements such as objectives, classification systems for sectors and activities that are
comparable and are similar in approaches and methodologies used for defining eligibility.

New Taxonomy roadmap | T-MAS| July. 2025 D

The purpose of Ch i |ITeMAS roadmap is to establish a national classification system that identifies environmentally sustainable economic activities,
thereby guiding public and private investment toward C h i |lomgiterm decarbonisation and environmental goals. The government provides a technical
framework, governance structure, and sector-specific criteria to ensure robust environmental integrity and prevent greenwashing.

Brazilian Sustainable Taxonomy | Ministry of Finance | Nov. 2025

A formal sustainable finance taxonomy was issued by the Brazilian government in late 2025, establishing the Taxonomia Sustentavel Brasileira (TSB)
as the national classification system for sustainable economic activities. This decree and the associated interinstitutional committee structure set technical
criteria for defining and categorizing sustainable investments and economic activities across environmental, social and governance dimensions.

<
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2 Taxonomy

Green Bond Projects Catalogue | PBOC/NDRC/CSRC| Apr. 2021 B

On 21 April 2021, in an effort to coordinate green definitions among the financial regulators, the People's Bank of China (PBOC), together with the
National Development & Reform Commission (NDRC), and the China Securities & Regulatory Commission (CSRC), jointly released the amended version
of the Green Bond Endorsed Projects Catalogue. The updated edition of the Green Bond Catalogue came into effect on July 1st, 2021, with the objectives
of building a green financial system, regulating the green bond market further, promoting structural transformation, accelerating the ecological civilization
construction, and facilitating sustainable economic development in cohesion with other existing frameworks. The Green Bond Catalogue has achieved
three breakthroughs: i) It establishes more scientific and precise definitions of green projects; ii) It sets out improvements in the method of bond issuance
and management; and iii) It provides a framework with stability and flexibility for domestic green bond development.

Sustainable Finance Roadmap | Australian Government | Jun. 2024 D
Australia : : - : o : : . . . .
The taxonomy will provide common definitions for sustainable economic activities in Australia and help direct private investment to activities that will

support Australia's transition to net zero emissions by 2025. It will also help prevent greenwashing, where companies make misleading claims about their
environmental outcomes.

<

moManagen}ggsgSg”If;g;gﬁ D  Draft Final Version Non-Binding ﬂ Binding © Management Solutions 2026. All rights resenfed Page23



2 Taxonomy

South African Green Finance Taxonomy | Taxonomy Working Group | Apr. 2022

South Africa The GFT of South Africa defines a minimum set of assets, projects, and sectors as eligible to be defined as i g r eoeemvronmentally friendly.

=

<
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2 Transparency

TCFD recommendations | TCFD | Jun. 2017

The TCFD recommendations on climate-related financial disclosures are widely adoptable and applicable to organizations across sectors and
jurisdictions. They are designed to solicit decision-useful, forward-looking information that can be included in mainstream financial filings. The
recommendations are structured around four thematic areas that represent core elements of how organizations operate: governance, strategy, risk
management, and metrics and targets.

Global Reporting Initiative Standards | GRI | Feb. 2023

Global

B A set of international standards used to measure and report an organization's sustainability performance, aimed at evaluating and comparing its
6 environmental impact with other companies and making informed decisions toward corporate sustainability.

TNFD framework | TNFD | Sep. 2023 D >

TNFD was established in response to a growing need for nature to be taken into account in financial and business decisions. Its mission is to develop a (1)
risk management and disclosure framework for organizations of all sizes across industries and jurisdictions to report on nature-related risks and
opportunities. It seeks to work towards an integrated climate-nature scenario to inform sustainability decision-making. The final recommendations have

been published in September 2023, with slight modifications to the last draft in the chapters on governance and risk and impact management.

(1) Annex based on the V. 1 of the TNFD. The executive summary of the final 4
framework will be included in a future release of this technical note.

moManagen}ggsgSg”If;g;gﬁ D  Draft Final Version Non-Binding ﬂ Binding © Management Solutions 2026. All rights resented Page26



2 Transparency

General sustainability -related and climate -related disclosure requirements | ISSB | Jun. 2023 H >

The ISSB standards consist of the standard S1 General Requirements for Disclosure of Sustainability-related Financial Information and the standard S2
Climate-related Disclosures which will help to improve s t a k e h d¢risttaedrc@nfidence in company disclosures about sustainability to inform investment
decisions. Furthermore, it will create a common language for disclosing the effect of climate-related risks and opportunities on ac o0 mp a prgspests. It
applies from the first report in 2025 which will be issued with data as at end 2024.

Voluntary application guide for ISSB Standards | ISSB | Sep. 2024

The IFRS F o u n d a guide to Hefp companies voluntarily implement the ISSB Standards, has as objective to facilitate a progressive transition
of companies towards full compliance with IFRS S1 and IFRS S2, improving the transparency and comparability of sustainability-related financial
information. In particular, the Guidance covers the following key issues related to the voluntary application of ISSB standards: i) compliance and
phased application; ii) transition reliefs; iii) proportionality mechanisms; iv) communication of partial application; and v) use of existing frameworks.
The guidance does not modify the requirements of IFRS S1 or IFRS S2, but rather helps companies to provide comparable and reliable
information to investors, lenders and creditors, even in the absence of jurisdictional regulation.

Guide to help companies report climate  -related information in line with IFRS S1 and S2 | ISSB | Feb. 2025

The objective of this guide is to provide practical guidance on the effective application of these standards, facilitating the integration of climate
information into corporate reports in a clear and comparable manner. In response to the concerns raised by investors, the ISSB incorporated
transitional relief measures into its standards, including the "climate-first" approach, allowing companies to initially focus on climate-related
disclosures before expanding to other sustainability aspects

Targeted amendments to GHG emissions disclosure requirements in IFRS S2 | ISSB | Dec. 2025 H

The | S S Babgeted amendments to IFRS S2 Climate-related Disclosures aim to ease the implementation of greenhouse gas (GHG) emissions
reporting by clarifying requirements and introducing reliefs, especially around Scope 3 financed emissions. These changes allow entities to focus
disclosures on emissions linked to loans and investments, easing the burden of data collection and improving consistency. The amendments also
introduce jurisdictional reliefs and industry classification systems to enhance comparability and reduce complexity. These changes respond to
stakeholder concerns and will be effective from January 1, 2027. 4
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Non-Financial Reporting Directive (NFRD) | EP/Council | Oct. 2014 H

The NFRD introduces a requirement for companies to report both on how sustainability issues affect their performance, position, and development, and
on their impact on people and the environment. This Directive has been maodified by the CSRD. To consider application dates, see the CSRD.

Non-Financial Reporting Guidelines | EC | Jun. 2019

These guidelines aims to provide companies with guidance consistent with the NFRD while integrating the recommendations of the TCFD.

Corporate Sustainability Reporting Directive (CSRD) | OJEU | Dec. 2022 ﬂ >

This Directive amends the Non-Financial Reporting Directive NFRD to introduce more detailed reporting requirements and ensures that large companies
and listed SMEs report on sustainability issues such as environmental, social, and human rights and governance factors. Under the CSRD, undertakings
have to disclose according to the ESRS. On 5 January 2023, the CSRD entered into force.

European Sustainability Reporting Standards (ESRS) | OJEU | Jul. 2023 H

The ESRS set out the requirements for undertakings to report on sustainability-related impacts, risks and opportunities under the CSRD. The
reports should make it possible to understand both the u n d e r t ankpacts gndtteose matters and how they affect the u n d e r t dikaincialg 6 s
development, performance and position. These standards have been adopted by EC in a Delegated Act in July 2023. It shall apply from 1
January 2024 for financial years beginning on or after 1 January 2024.

Final Report on Guidelines on enforcement of sustainability information | ESMA | July 2024 H

In response to the mandate of the Corporate Sustainability Reporting Directive (CSRD), the final guidelines published by ESMA on the
supervision of sustainability reporting focus on promoting consistent oversight by national competent authorities (NCAs) of the sustainability
information disclosed by issuers subject to CSRD. These guidelines, which expand on the draft published in December 2023, include measures
to ensure compliance with sustainability disclosures. Additionally, two new guidelines have been incorporated, covering the publication of
regulatory decisions and reporting on enforcement activities, further strengthening the supervisory framework.
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2 Transparency

Omnibus | - amendments to CSRD and CSDDD | EC | Feb. 2025 D ﬂ >

The EC proposed an Omnibus simplification package aimed at reducing administrative burdens linked to sustainability reporting and due diligence

obligations:

£ CSRD. Streamline sustainability reporting by narrowing scope, limiting value chain-related obligations, eliminating sector-specific standards, and
removing the EC's ability to propose reasonable assurance.

£ CSDDD. Limit obligations to direct business partners, reduce the frequency of reporting, limit the information that large companies can request from
companies in their value chain, and eliminate mandatory contract termination.

Omnibus | - Stop the clock Directive | OJEU | April 2025 H

Stop the clock Directive postpones key implementation timelines under the Corporate Sustainability Reporting Directive (CSRD) and the
Corporate Sustainability Due Diligence Directive (CSDDD). In particular, it delays by two years (to financial years starting on or after 1 January
2028) the CSRD reporting obligations for large companies that had not yet started reporting and for listed SMEs. It also postpones by one year (to
31 December 2026) the transposition deadline of the CSDDD and to 26 July 2028 the first phase of application covering the largest companies.
Member States must transpose the directive by 31 December 2025.

Omnibus | - Final Directive on substantive changes to CSRD and CSDDD | OJEU | Feb. 2026 H

The EP and the Council adopted the Omnibus simplification package, which was subsequently published in the OJEU, which simplifies certain
requirements of the Corporate Sustainability Reporting Directive (CSRD) and the Corporate Sustainability Due Diligence Directive (CS3D). In the
case of the CSRD, the scope is limited to companies with more than 1,000 employees and U450 million in turnover, applying these same
thresholds to value chain reporting obligations and introducing certain exemptions and flexibilities, including an exemption for Wave 1 companies
from reporting for the 2025 and 2026 financial years. With regard to the CS3D, its application remains limited to companies with more than 5,000
employees and 01.5 billion in turnover, a risk-based due diligence approach focused on the most likely and severe risks is consolidated, and the
harmonised civil liability regime is removed, while setting a maximum cap on penalties of 3% of global net turnover.

<
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Law 11/2018 transposing the NFRD | General Courts | Dec. 2018 E

The purpose of the Act is to establish guidelines for the disclosure of non-financial or corporate social responsibility-related information that helps to
measure, monitor and manage the performance of companies and their impact on society. This Regulation applies from December 2018.

Draft RD on the estimation of the financial impact of risks associated with Climate Change | MINECO | May. 2023 D

The purpose of this Royal Decree is to establish the criteria for the preparation and publication of the report on the estimation of the financial impact of the
risks associated with CC.

Draft Corporate Sustainability Disclosure Law | MINECO | Oct. 2024 D

This draft bill represents Spain's initiative to transpose the European Corporate Sustainability Reporting Directive (CSRD) into national law, establishing a
comprehensive framework for corporate sustainability disclosures. This transposes two European directives (Directive (EU) 2022/2464 and Directive (EU)
2021/2167) that improve the framework for reporting and verification of information on ESG issues, and streamline corporate reporting obligations for
companies. It mandates that large enterprises, including those of public interest, produce detailed sustainability reports addressing their environmental,
social, and governance impacts. The law aims to improve transparency and accountability in corporate reporting by requiring independent verification of
sustainability information, ensuring comparability across companies. The new regulatory framework will be implemented in phases to facilitate companies'
adaptation. The implementation timeline will begin in January 2024, with gradual extensions to cover additional entities by 2026.

RD creating registry for carbon footprints, carbon dioxide offsetting and carbon dioxide absorption projects | BOE H
| April. 2025

The objective of this Royal Decree is to establish a more robust and mandatory regulation that broadens the scope of the registry and introduces new

obligations for the calculation, reduction and publication of emissions for companies and public bodies, thus reinforcing the regulatory framework provided

for in Law 7/2021 on Climate Change and Energy Transition. It includes: i) the consolidation and expansion of the Carbon Footprint Register; ii) the

obligations for companies; iii) the promotion of offsetting projects; and iv) the official methodology and technical guidelines.

<
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Sustainability Disclosure Requirements and investment labels DP 21/4 | FCA | Nov. 2021 D

The DP seeks initial views on SDR for asset managers and certain FCA-regulated asset owners, as well as the sustainable investment labelling system.

PS21/24 Climate -related disclosures on TCFD | FCA | Dec. 2021 E

It sets the climate-related disclosures by asset managers, life insurers and FCA-regulated pension providers to make climate-related disclosures
consistent with the recommendations of TCFD. This PS summarises the feedback received to the consultation and confirm the final policy position. It also
contains the final rules and guidance. It will apply from 1 January 2022 for the largest in-scope firms and January 2023 for smaller firms above the £5
billion exemption threshold. The first public disclosures in line with our requirements must be made by 30 June 2023.

PS23/16 SDR and investment labels and Guidance consultation on the Anti -Greenwashing rule | FCA | Dec. 2023 ﬂ
This document contains final rules and guidance to improve trust and transparency to the market for sustainable investment products. The measures
include an anti-greenwashing rule for all authorised firms, three investment labels, and new rules and guidance for firms marketing investment funds
based on their sustainability characteristics.

FG24/3 Finalised non-handbook guidance on the anti -greenwashing rule | FCA | April 2024 H

The FCA has published finalised non handbook guidance on the Anti Greenwashing Rule, designed to help firms understand and implement the
anti greenwashing rule, following feedback from some respondents to the consultation paper (CP) on SDR and investment labels. This rule
applies to firms when they communicate with clients in the UK in relation to a product or service, or when it communicates a financial promotion

or approves a financial promotion for communication to a person in the UK.

Recommendations on the adoption of these international standards in the UK | BoE | Dec. 2024

These recommendations include specific technical adjustments, such as extending the transition period for the "climate first" approach from one to two
years, and suggest the creation of additional guidance to harmonize the new standards with local regulations.

<
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Exposure draft of the UK Sustainability Reporting Standards | Gov.UK | June. 2025 D

The exposure draft of the UK Sustainability Reporting Standards aims to gather stakeholder feedback on the proposed adoption of the | S S Rfblsal
baseline as the foundation for UK-endorsed sustainability disclosures, with tailored modifications where necessary to reflect the U K dregulatory
environment and public interest.

ISSA (UK) 500 General Requirements for Sustainability Assurance Engagements | FRC | Nov. 2025

The document aims to establish comprehensive requirements for conducting both limited and reasonable assurance engagements over sustainability
information. The standard covers practitioner responsibilities, independence, quality management, evidence gathering, and reporting. It is designed to
enhance the credibility of sustainability disclosures and align UK assurance practices with emerging global norms under ISSB and CSRD-related
reporting.

Ordinance on Climate Disclosures | Swiss Federal Council | Nov. 2022 H

Public companies, banks and insurance companies with 500 or more employees and at least CHF 20 million in total assets or more than CHF 40 million
in turnover are obliged to report publicly on climate issues. Public reporting involves disclosures not only on the financial risk that a company incurs as a
result of climate-related activities, but also on the impact of the company's business activities on the climate. In addition, the company has to describe the
reduction targets it has set for its direct and indirect greenhouse gas emissions, as well as how it plans to implement them. The Ordinance entered into
force on 1 January 2024.
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New rules on Climate -related disclosures | SEC | Mar. 2022 E >

The proposed rules requires companies to provide certain climate-related information in their registration statements and annual reports, including certain
information about climate-related financial risks and climate-related financial metrics in their financial statements.

Resolution 193 on the preparation and disclosure of financial information related to sustainability | CVM | Nov. 2023

This resolution requires listed companies, investment funds and securitisation companies to prepare and disclose financial information reports related
to sustainability based on the international standard issued by the ISSB. Reporting periodicity of the financial information must be at least equal to that of
the year-end financial statements. Institutions should apply the new standards since

Resolution 218 on mandatory climate disclosures for listed companies | CVM | Oct. 2024

This Resolution establishes the obligation for open companies to disclose information on governance, strategy, risk management, metrics and goals
related to climate, aligned with international sustainability standards. The Resolution will come into force on November 1, 2024 and will apply to fiscal
years beginning on or after January 1, 2026, allowing for early adoption under certain conditions.

Legislative initiative against greenwashing | Congress of the Union | Mar. 2025 H

The proposal seeks to require that environmental and sustainability statements be supported by verifiable scientific evidence and technical
documentation. The purpose of this legislative initiative is to prevent greenwashing and strengthen transparency in environmental advertising, thereby
protecting consumers from misleading sustainability claims.

<
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Guidelines for Multinational Enterprises on Responsible Business Conduct | OECD | Jun. 2023

The Guidelines are recommendations jointly addressed by governments to multinational enterprises to enhance the business contribution to sustainable
development and address adverse impacts associated with business activities on people, planet, and society.

<
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European Accessibility Act (EAA) | OJEU | Jun. 2019 H

The purpose of this Directive is to contribute to the proper functioning of the internal market by approximating the laws, regulations and administrative
provisions of the Member States as regards accessibility requirements for certain products and services by, in particular, eliminating and preventing
barriers to the free movement of products and services covered by this Directive arising from divergent accessibility requirements in the Member States. It
will apply from June 2025.

Proposal for Green Claims Directive | EC | Mar. 2023 D H

EU is taking action to address greenwashing and protect consumers, and the environment. Ensuring that environmental labels and claims are credible
and trustworthy will allow consumers to make better-informed purchasing decisions. It will also boost the competitiveness of businesses striving to
increase the environmental sustainability of their products and activities. This Directive shall enter into force on the twentieth day following that of its
publication in the OJEU.

Corporate Sustainability Due Diligence Directive (CS3D) | OJEU | Jun. 2024 H

The Directive Due Diligence lays down common rules within the EU on the obligations for companies regarding actual and potential human rights and
environmental adverse impacts and on liability for violations of these obligations. Obligations for companies regarding actual and potential human
rights adverse impacts and actual and potential environmental adverse impacts, with respect to own operations and operations of their subsidiaries,
and the value chain operations carried out by entities with whom the company has an established business relationship.
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EU Deforestation Regulation implementation | EC | Oct. 2024 D H

The EU Deforestation Regulation aims to ensure that a set of key goods placed on the EU market will no longer contribute to deforestation and forest
degradation in the EU and elsewhere in the world. The EC has published additional guidance documents and a stronger international cooperation
framework to support global stakeholders, Member States and third countries in their preparations for the implementation of the EU Deforestation
Regulation. The law will be applicable on 30 December 2025 for large companies and 30 June 2026 for micro- and small enterprises.

Report on the Streamlining Sustainable Finance for SMEs | EC | Mar. 2025

The report on the Streamlining Sustainable Finance for SMEs of the EU Platform on Sustainable Finance of the EC, aims to provide SMEs with a tailored,
simplified, and voluntary framework to help them access sustainable (particularly transition) finance. The objective is to enable SMEs to demonstrate their

climate-related sustainability efforts and improve their ability to obtain external financing, using simplified criteria and practical tools that are more
accessible to SMEs.

D Draft Final Version Non-Binding ﬂ Binding

© Management Solutions 2026. All rights reserted Page37




2 Others

The Prevent Regulatory Overreach from Turning Essential Companies into Targets Act of 2025 (PROTECT USA) 5 H
| US Senate | Mar. 2025

The objective of this bill is to prevent US entities deemed integral to national interests from being compelled to comply with foreign sustainability due
diligence regulations, in particular the E U 6CSDDD. The bill introduces a legal framework that limits the enforceability of such foreign regulations within
US jurisdiction and seeks to protect companies from associated legal and economic consequences.
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3 Risk management and supervisory expectations

Global

&

Ns’o ManagementSolutions

Making things happen

Principles for effective management and supervision of climate financial risks | BCBS | Nov. 2021

Through the publication of this consultative document in the form of BCBS Guidelines, the Committee seeks to promote a principles-based approach to
improving risk management and supervisory practices related to climate-related financial risks through 18 strong principles directed to banks and
prudential supervisors.

The Global GHG Accounting and Reporting Standard for the Financial Industry. Second edition | PCAF | Dec. 2022

The Global GHG Accounting and Reporting Standard is comprised of three parts: Part A - Financed Emissions provides detailed methodological guidance
to measure and disclose GHG emissions associated with seven asset classes as well as guidance on emission removals. Part B i Facilitated Emissions
provides methodological guidance for measuring and reporting the GHG emissions associated with the capital markets transactions. Part C i Insurance-
Associated Emissions provides methodological guidance for measuring and reporting the GHG emissions associated to re/insurance underwriting.

Newsletter on the implementation of Principles for the management of climate -related financial risks | BCBS | Nov. 2023

Through the publication of this newsletter, the BCBS seeks to provide greater detail on its internal discussions regarding the implementation of the
Principles for the effective management and supervision of climate-related financial risks. The document focuses on various challenging areas related to
the implementation of the Principles, not constituting new supervisory guidelines or expectations.

Final Report on supervisory practices | IOSCO | Dec. 2023

A Final Report describing the main initiatives developed in various jurisdictions to address the phenomenon of greenwashing, both at the level of asset
managers and providers of ESG ratings and data. In particular, the Report contains a study on the implementation of the recommendations contained in
the 2021 I0SCO Report on sustainability-related practices, policies, procedures and reporting obligations in the area of asset management and the
subsequent 2022 I0SCO Call to Action..

<
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3 Risk management and supervisory expectations

Institutions for Occupational Retirement Provision ( IORPs) | OJEU | Dec. 2016 H

The IORP Il Directive sets common standards ensuring the soundness of occupational pensions and adequately protecting pension scheme members
and beneficiaries. According to the review clause, by 13 January 2023, the Commission should, after consulting EIOPA, review the IORP Il Directive and
report on its implementation and effectiveness. The Commission started preliminary work on the IORP Il directive review but will issue its proposal during
the 2024-2029 EC mandate.

Opinion on the supervision of the management of ESG risks faced by IORPs | EIOPA | July 2019 H

Four Opinions have been published to assist the NCAs in the implementation of the Institutions for Occupational Retirement Provisions - the
IORP Il Directive:

£ The Opinion on the use of governance and risk assessment documents in the supervision of IORPs. on minimum information content
to describe how pension funds conduct their ORA and present results from their ORA.

*  The Opinion on the practical implementation of the common framework for risk assessment and transparency |ORPs stresses the
importance of forward-looking supervision. The NCAs should increasingly pay attention to pension funds' future viability and operational
liabilities of defined contribution schemes.

£ The Opinion on the supervision of the management of operational risks faced by IORPs. Provides an illustrative mapping of how ESG
risks may arise in traditional prudential risks.

£ The Opinion on the supervision of the management of environment, social and governance risks faced by IORPs encourages NCAs
to make IORPs aware of the availability of the common framework as a tool for risk assessment and to stand ready to support pension funds
in the application of the tool.
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3 Risk management and supervisory expectations

Amending Delegated Acts | EC | April. 2021 H

This six delegated acts amend MIFID I, IDD, UCITS, AIFM and Solvency Il to require financial institutions to integrate sustainability factors and risks into

their internal procedures and into their investment advice to customers:

1. Del. Directive 2021/1269 which amends Del. Directive 2017/593 (MIFID II): Investment firms should consider sustainability factors, and
sustainability-related objectives in relation to product governance and oversight arrangements of their products and services.

2. Del. Regulation 2021/1253 which amends Del. Regulation 2017/565 (MIFID II): The amendments to this Regulation introduce the financial
objectives and posible sustainability preferences that clientes may express in terms of investment and portfolio management.

3. Del. Regulation 2021/1255 which amends Del. Regulation 231/2013 (AIFMD): This Regulation incorporates a number of amendments that clarify
the current obligation for AIFMs to integrate sustainability risks.

4. Del. Directive 2021/1270 which amends Del. Directive 2010/43 (UCITS): This Directive introduces a series of amendments that clarify the
requirements that UCITS must meet regarding the integration of sustainability risks and sustainability factors.

5. Del. Regulation 2021/1256 which amends Del. Regulation 2015/35 (Solvency Il): This Regulation incorporates a series of amendments that clarify
that the system of governance of insurance and reinsurance undertakings and the assessment of their overall solvency needs must reflect
sustainability risks.

6. D. Reg. 2021/1257 which amends D. Regs. 2017/2358 and 2017/2359 (IDD): The amendments to these Delegated Regulations integrate customer
preferences in terms of sustainability as a complement to the suitability assessment. They also incorporate sustainability risks into product oversight
and governance requirements and conflict of interest rules.

These amendments apply from 2 August 2022

<
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3 Risk management and supervisory expectations

Supervisory expectations | ECB | Nov. 2020 >

This guide outlines the E C B éirslerstanding of the safe and prudent management of climate-related and environmental risks under the current prudential
framework. It describes how the ECB expects institutions to consider climate-related and environmental risks when formulating and implementing their
business strategy and governance and risk management frameworks. This guide is not binding for the institutions, but rather it serves as a basis for
supervisory dialogue. The Guidelines apply from their publication in November 2020.

Results of the 2022 thematic assessment on climate and environmental risks | ECB | Nov. 2022

The results of the ECB's thematic review of institutions' progress in integrating climate and environmental risk management confirm that the
European banking sector has at least basic practices in place for most of the areas addressed by the supervisory expectations. For less
significant institutions (LSIs) on average the level of development is lower than for significant institutions (Sls). The report also provides key
insights on the degree of integration of climate related risks into strategy, risk governance and appetite, materiality assessments and risk
management. The results of the thematic assessment have been incorporated into the 2022 SREP.

Report on the role of environmental and social risks in the prudential framework | EBA | Oct. 2023

The Report assesses how the current prudential framework captures environmental and social risks. It recommends targeted enhancements to accelerate

the integration of environmental and social risks across the Pillar 1 in the short, medium and long term addressed to financial undertakings and
supervisors.

<
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3 Risk management and supervisory expectations

SSM supervisory priorities for 2024 -2026 | ECB | Dec. 2023 >

According to E C B 8upervisory priorities for 2024-2026, supervisors will address climate and environmental related reputational and litigation risks arising
from the publication of transition objectives and/or net zero commitments. Furthermore, supervisors will pursue their preparatory work to develop a
framework for reviewing b a n kransition planning and readiness to meet ESG-related mandates in CRD VI. Finally, climate-related risks will continue to
be assessed in certain risk-specific OSls, while targeted stand-alone climate and environmental risk missions are planned to start in 2024.

Banking Package (CRR III/CRD VI) | OJEU | June 2024 B

Among others changes to the Prudential Framework, the Banking Package incorporates the following specific requirements ESG related:

*  [CRR 1l New harmonised definitions of the different types of risks in the universe of ESG risks are included. These definitions are: ESG risk,
Environmental risk, Physical risk, Transition risk, Social risk, Governance risk. EBA is mandated to deliver a report assessing whether a dedicated
prudential treatment of exposures related to assets, including securitisations, or activities subject to impacts from environmental and/or social
factors would be justified. EU banks will be subject to new requirements to report to supervisors on their cryptoasset exposure. CRR Il will also
require banks to include information related to cryptoassets in their annual Pillar IlI disclosures.

*  [CRD VI] Introduction of a sustainability dimension in the prudential framework, e.g : CAs are required to assess the adequacy of i nst i t uti or
exposures as well as of the arrangements, strategies, processes and mechanisms to manage ESG risks in their review and evaluation process.
Institutions shall have effective and comprehensive strategies and processes to assess and maintain to cover the nature and level of the risks to
which they are or might be exposed in the short, medium and long term time horizon, including ESG risks.

General application of the provisions amending the CRR introducing revisions to the Basel Ill framework in Europe (January 2025).

As for CRD VI, Member States have a period of 18 months to transpose the Directive into their national legislation, and once this transposition is
completed, CRD VI will enter into force on the following day, and will be applicable as of January 11, 2026.

European common enforcement priorities (ECEP) 2024 Statement | ESMA | Oct. 2024

The ECEP statement sets out the expectations of ESMA and NCAs regarding the specific areas of focus for the enforcement and supervision of the
annual financial reports of issuers of securities admitted to trading on European Economic Area (EEA) regulated markets. The ECEP statement highlights
the i) IFRS financial statements; ii) Sustainability statements; and iii) ESEF digital reporting: common filing errors found in the Statement of Financial
Position.
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3 Risk management and supervisory expectations

Final guidelines on the management of ESG risks | EBA | Jan. 2025 >

The guidelines set requirements for the internal processes and ESG risks management arrangements that institutions should have in place, to ensure the
resilience of the business model and risk profile of institutions in the short (3 years), medium (3-5 years) and long term (at least 10 years).

Final Guidelines on Environmental Scenario Analysis | EBA | Dec. 2025 >

Through these guidelines, the EBA sets out expectations for institutions to adopt forward-looking approaches and incorporate the use of scenario analysis
as part of their management framework in order to test their financial and business model resilience to the negative impacts of ESG factors. These
guidelines complement the EBA's guidelines on ESG risk management by providing specific criteria for including physical and transitional risks arising
from climate change in the scenarios used for internal credit risk stress testing.

Proposal for a natural catastrophe risk awareness and prevention tool (PROTECT) | EIOPA | Dec. 2025 D

The European Insurance and Occupational Pensions Authority (EIOPA) has proposed the PROTECT tool to enhance public awareness and prevention of
natural catastrophe risks across the EU. The tool is designed to support property owners both residential and commercial in understanding their exposure
to extreme weather events such as floods, wildfires, and storms. It aims to promote resilience by encouraging risk mitigation measures and informed
insurance decisions. The initiative aligns with broader EU climate adaptation strategies and complements supervisory efforts to strengthen financial
preparedness for climate-related disasters.

No-action letter on the application of ESG disclosure requirements and update of the EBA risks dashboard | EBA
| Dec. 2025

The European Banking Authority (EBA) issued a no-action letter clarifying supervisory expectations around ESG disclosure requirements, signaling
temporary relief or flexibility in enforcement. This move aims to ease compliance pressure on institutions amid evolving sustainability reporting
frameworks. Alongside this, the EBA updated its risks dashboard to reflect emerging ESG-related vulnerabilities and trends in the banking sector.
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3 Risk management and supervisory expectations

Consultation on oversight on greenwashing risks | EBA | Dec. 2025 D

The European Banking Authority (EBA) launched a consultation to refine its supervisory approach to risk governance within financial institutions. The
initiative seeks feedback on how institutions define, structure, and oversee their internal risk frameworks, including roles, responsibilities, and escalation
procedures. It aims to strengthen consistency and accountability in risk oversight, especially in light of emerging ESG, digital, and systemic risks. This
consultation complements broader efforts to enhance prudential supervision and reinforce governance standards across the EU banking sector.
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3 Risk management and supervisory expectations

Supervisory expectations | BAE | Oct. 2020 H

These supervisory expectations aim to make explicit how the Bank of Spain considers that institutions should progress in taking into account the risks
arising from climate change and environmental degradation, where they deem them material, in their business model and strategy, in their governance, in
their risk management and in their disclosure of information to third parties. These expectations are in line with the E C B 8G&uide on climate-related and
environmental risks". The BdE will initially assess less significanti n s t i tdegteé af alignénent with supervisory expectations, pursuing an approach
similar to that defined by the ECB for significant institutions. Expectations will progressively evolve as a result of this review, and of the regulatory
developments that may arise. This guidelines apply from April 2021.

Supervisory Priorities | PRA | Jan. 2023 ﬂ

The Prudential Regulation Authority has set its 2023 priorities for deposit takers, international banks and insurers active in UK. Across the three groups of
entities, the PRA establishes two priorities: on the one hand, alignment with supervisory expectations for outsourcing and third-party risk management,
and on the other hand, adopting a proactive approach to address climate change risks and demonstrate their capabilities in meeting supervisory
expectations.

Public consultation on climate -related transition plan requirements | Gov.UK | June. 2025 D

An open public consultation has been published on climate-related transition plan requirements. The aim of this consultation is to gather views on how to
implement the requirement for regulated financial institutions and large companies to develop and implement transition plans aligned with the 1.5°C target
of the Paris Agreement, as well as to assess different policy options, their scope, and their interaction with the broader sustainability regulatory framework.
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3 Risk management and supervisory expectations

Brasi Resolution on Social, Environmental and Climate Responsibility Policy (PRSAC ) | BCB | Sep. 2021 H
rasi

It requires financial institutions to disclose information on their climate policies and their efforts to mitigate climate risks in their investment portfolios.

Regulation for the constitution of the catastrophic risk reserve | SBS | Dec. 2021 H

The Regulation for the constitution of the catastrophic risk reserve is an evolution of the 2005 regulation, with the purpose of ensuring that insurance and
reinsurance companies have sufficient financial strength to assume the losses caused by these risks. It applies from June 2023.

<
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3 Stress test

Development of scenarios recommendations for assessing nature -related economic & financial risk | NGFS | Dec. 2023
Global This technical document constitutes another, complementary key deliverable of the Task force that draws from the Conceptual Framework to start

developing a forward looking and dynamic perspective on nature-related risks from a more quantitative, in-depth perspective. It provides
recommendations towards the development of scenarios to assess nature-related financial risks. It will allow central banks and supervisors to eventually

conduct full-fledged forward-looking nature risk assessments.

<

NSQManagementSolutlons D Draft Final Version Non-Binding ﬂ Binding © Management Solutions 2026. Al rights resenfed PagdSO

Making things happen



3 Stress test

Mapping climate risk: Main findings from the EU -wide pilot exercise | EBA | May. 2021

In 2020 the EBA launched a pilot exercise on climate risk as a learning exercise to investigate how existing and newly developed climate risk

assessment and classification tools perform, and to test b a n keadiness to deal with related data and methodological challenges. In May 2021, the
results were made public.

Methodology for a Climate risk stress test | ECB | Jul. 2021 H >

The ECB Climate risk stress test aims to test the resilience of the current business models of the largest banks and insurers, and the financial system to

the physical and transition risks from climate change. The scenarios of the exercise are: i) orderly transition; ii) Disorderly transition; iii) Hot house world.
The results were published in July 2022.

Banking Package (CRR III/CRD VI) | OJEU | June 2024 H

The general objective of CRD VI regarding stress tests emphasizes the need to enhance the focus on ESG risks within the prudential framework. This
includes the development of specific ESG stress tests, with the EBA tasked to create guidelines for implementation. This focus on ESG risks is further
integrated into the Banking Package (CRR III/CRD VI), which seeks to establish a cohesive regulatory framework that enhances the resilience of the
banking sector by incorporating comprehensive risk assessments, including those related to sustainability and climate change.

Guidance template for climate risk scenario analysis Fit -for-55 | EBA | Nov. 2023 H

The purpose of the document is to provide both definitions and technical guidance to participating banks for completing the set of templates for the One-
off Fit-for-55 climate risk scenario analysis exercise. In this exercise, information was collected from 110 banks.

Public consultation on draft templates for collecting climate related data from EU banks | EBA | Jul.23 D H

The Consultation is part of the one-off Fit-for-55 climate risk scenario analysis, which the EBA will carry out together with the other ESAs and
with the support of the ECB and the European Systemic Risk Board (ESRB). The draft templates are accompanied by a template guidance.
The one-off Fit-for-55 climate risk scenario analysis is expected to start by the end of 2023, with publication of results envisaged by Q1 2025.

<
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3 Stress test

Final joint guidelines on ESG stress testing | ESA | Jan.26

The European Supervisory Authorities (ESAS) have published their Final Report on the Joint Guidelines on the integration of environmental, social and
governance (ESG) risks into supervisory stress testing. While the final text broadly maintains the approach set out in the consultation paper, it provides
greater clarity and refinement on key aspects, in particular the distinction between short-term stress tests focused on financial resilience and longer-term
assessments aimed at evaluating business model resilience, as well as on the use of methodologies and time horizons. The Guidelines provide common
guidance to banking and insurance supervisors on how to integrate ESG risks into existing stress testing frameworks or through complementary
exercises, strengthening supervisory consistency and convergence across the EU, with a gradual approach that initially prioritises environmental risks,
notably those related to climate change. The Guidelines will apply from 1 January 2027.

<
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3 Stress test

Climate Risk Management and Measurement | De Nederlandsche Bank | Dec. 2018 ﬂ
Netherlands
. Analyze financial stress in scenarios with a disruptive transition to a low-carbon economy.This stress testing framework is designed to be easily applied to
- institutions/entities. The two types of scenarios are: climate policy and energy technology. A carbon tax of US$100 per ton emitted was established. A

technology shock involving the elimination of capital stocks was included.

Scenarios and main assumptions of the ACPR pilot climate exercise | ACPR | Jul. 2020

Seeks to develop and improve the i n st i tcapacityamistegrate the climate risk in their financial r i srkeasbrement, assessment and day-to-day
management.

2021 Biennial Exploratory Scenario | BoE | Oct. 2021 ﬂ

The Climate risk stress test methodology provides banks with guidance on how to conduct the exercise. The scenarios of the exercise are: i) early action
scenario; ii) late action; iif) no additional action. The results were published on May 2022. In general, results show that all participating firms have more
work to do to improve their climate risk management capabilities.

<
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3 Stress test

Methodology for a Climate risk stresstest | Fed | Jan. 2023

The Federal Reserve Board has designed the pilot CSA exercise to learn about large banking o r g a n i zchmate dsk-sx@hagement practices and to
enhance the ability of large banking organizations and supervisors to identify, measure, monitor, and manage these risks.

Using Scenario Analysis to Assess Climate Transition Risk | Bank of Canada / OSFI | Jan. 2022
Canada This document has the goals of i) building the capability of authorities and participating financial institutions to do climate transition scenario analysis, ii)
supporting the Canadian financial sector in improving its assessment and disclosure of climate-related risks and iii) contributing to the understanding of
* the potential exposure of the financial sector to climate transition risk.

<
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3 Stress test

Pilot Banking Sector Climate Risk Stress Test | HKMA | Jan. 2021

The pilot CRST exercise was launched to assess the potential impact of climate change on the Hong Kong banking sector. This first-ever, sector-wide
pilot exercise seeks to achieve two main objectives: i) assess the climate resilience of the banking sector as a whole under various climate change
scenarios and ii) build banks” capabilities with respect to climate risk management through their participation.

Climate Vulnerability Assessment | APRA | Sept. 2021

Australia

The CVA offers an opportunity to incorporate climate-related factors into A P R Aéxisting stress testing program. This will help to further inform planning
for the range of potential future financial impacts that may be triggered by climate change.

<

moManagen}gﬂsgSg”If;g;gi D Draft Final Version Non-Binding H Binding © Management Solutions 2026. All rights resenfed Pageb5



Global context

Cross regulatory trends
A Climate Change Law

A Taxonomy

A Transparency

A Others

Financial Regulatory trends

A Risk management and supervisory
expectations

Stress Test

Supervisory reporting and transparency
Others

To T I

Annex




3 Supervisory reporting and transparency

Final document of the voluntary framework for the disclosure of climate -related financial risks | BCBS | May 2025 >

The BCBS has published the final document of the voluntary framework for the disclosure of climate-related financial risks. Its objective is to provide a
flexible and coherent structure for banks to disclose qualitative and quantitative information on their exposure to physical and transition risks linked to

climate change. Although the framework is voluntary in nature, its implementation may be required by national supervisors within their respective
jurisdictions.

<
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3 Supervisory reporting and transparency

Sustainability related disclosures in the financial services sector (SFDR) | OJEU | Nov. 2019 H

The SFDR lays down harmonized rules on transparency regarding the integration of sustainability risks and the consideration of adverse sustainability
impacts in their processes and the provision of sustainabilityZelated information with respect to financial products. It applies from March 2021.

ESAs put forward amendments to sustainability disclosures for the financial sector | ESAs | Dec. 2023

The ESAS have developed through the Joint Committee the final report amending the draft RTS to the Delegated Regulation supplementing the

SFDR. They also propose adding new social indicators and streamlining the framework for the disclosure of principal adverse impacts of
investment decisions on the environment and society.

Pillar 11l ESG | OJEU | Nov. 2022 B >

This Regulation provides instructions and a reporting structure for disclosing relevant qualitative information on ESG risks and quantitative data on
climate-related risks, including both transitional and physical risks, as well as associated mitigation measures. This disclosure framework aligns with the
CRR Il mandate, which strengthens the requirements for risk management and transparency. The standards will apply to all significant entities from 2025,
ensuring that they provide comprehensive insights into their ESG risk profiles in accordance with the regulatory framework.

Final Report on draft ITS specifying tasks of collection bodies and the EU single access point | ESAs | Oct. 2024 D H

The Final Report on the draft ITS regards certain tasks of the collection bodies and functionalities of the ESAP. These standards are designed to make
financial and sustainability information easily accessible and usable for future users on a centralised platform. The ESAP is foreseen in Level 1 legislation
to be a two-tier system, where information is first submitted by entities to the OAMs, offices and agencies of the EU, national authorities, among others
and then made available by the collection bodies to the ESAP. The ITS outline how collection bodies, such as official mechanisms and national
authorities, must manage and provide information to ESAP, including the format, validation checks, and metadata requirements. They also specify how
information will be made accessible on the ESAP platform, including categorization of reporting entities, and the public Application Programming Interface

to facilitate data access. The ESAP is set to begin collecting information in July 2026, with the publication starting by July 2027. The Final Report has
been submitted to the EC for adoption.
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3 Supervisory reporting and transparency

CP on Updates to ESG Pillar 3 Disclosures | EBA | May 2025 D H

The ITS published by the EBA extend the Pillar 3 disclosure requirements to more institutions, applying a proportionate approach and aligning the reports
with the European sustainability framework, in particular with the Taxonomy Regulation. These ITS will apply from 31 December 2026. Large listed
institutions will continue to use the current disclosure framework until December 2026, except for the Green Asset Ratio (GAR) and Taxonomy templates,

which will be suspended until then.
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3 Supervisory reporting and transparency

ESG Investment Practices | SEC | May. 2022 D H

The proposed rules are designed to create a consistent, comparable, and decision-useful regulatory framework for ESG advisory services and investment
companies to inform and protect investors while facilitating further innovation in this area of the asset management industry. SEC proposes that the
compliance date of any adoption of this proposal for the following items would be: One year following the effective date of publication for most of the
provisions and 18 months following the effective date of publication for the proposed disclosures in the report to shareholders.

Enhancement and Standardization of Climate  -Related Disclosures for Investors | SEC | March. 2024 E

Final rules for the Enhancement and Standardization of Climate-Related Disclosures for Investors, which aim to improve the consistency, comparability,
and reliability of climate-related information for investors, based on the recommendations from Task Force on Climate-related Financial Disclosures
(TCFD) framework and comments received on the draft. Thus, companies with a public float of more than $700 million will be the first to have to start
disclosing under this new standard for fiscal years beginning on or after January 1, 2025 @,

Exposure to Financial Climate Physical and Transitional Risks | Central Bank | Aug. 2023 H

Argentina

This Requirements obliges financial institutions to submit geolocated information (geographical location) of the main productive units in Argentina and, if
applicable, outside the country, covering the main sources of income of those legal persons that shall be requested by e-mail to the person responsible for
the generation and compliance of the information regimes of each entity. This requirement should be presented before 20/10/2023.

Report on Social, Environmental and Climate Risks and Opportunities | BACEN | Dec. 2022 H

This proposed regulation requires financial institutions to disclose information on risk governance, the institution's strategies for business, risk and capital
management in the short, medium and long term, considering various scenarios, and its risk management processes. Phased implementation until 2024.

1. Implementation of the SEC's rule has been delayed by legal challenges filed by several states and business groups, so it will not go into effect until the Eighth Circuit Court of
Appeals completes its review. 4
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3 Supervisory reporting and transparency

New Clean Generation 461 Supervision | CMF | Jun. 2022 H

The NCG No. 461 amends NCG No. 30 regarding the structure and content of the annual report of securities issuers by incorporating sustainability and
corporate governance issues comprehensively in that report. The provisions of the rule, especially those related to sustainable finance (e.g. the section
dedicated to risk management) include the mandate to develop Supervisory Expectations with the objective of making public ex ante the supervisor's
criteria for analysing compliance by regulated entities. The first mandatory reports will start to be published from 2023.

Consultation on ISSB -Aligned Sustainability Disclosure Standards | CMF | Sep. 2024 D

The proposed ISSB-aligned amendments to NCG No. 461 update the existing sustainability and corporate governance disclosure framework by
explicitly referencing IFRS Sustainability Disclosure Standards S1 and S2 as the international benchmark for reporting. The proposal clarifies and
strengthens requirements on sustainability-related and climate-related financial information disclosed in the annual reports of securities issuers
and other supervised entities, while maintaining continuity with the principles already embedded in NCG No. 461. The amended requirements are
expected to apply from financial year 2026, with first reports published in 2027, following completion of the consultation process

New Clean Generation 519 Supervision | CMF | Oct. 2024 H
The NCG No. 519, amends NCGs No. 30 and No. 461. The new regulation improves the sustainability reporting and corporate governance instructions

and ensures that the modifications are aligned with the international sustainability standards of the ISSB, specifically with IFRS S1 and S2. This regulation
will be mandatory beginning with the 2026 fiscal year, which is reported in 2027.

<
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3 Supervisory reporting and transparency

Technical Document for the management of climate risks and opportunities for the insurance industry | SFC | Jun. 2023

The SFC has published the Guide of principles for the management of financial risks associated with climate change, which seeks to clarify the
supervisor's expectations regarding governance, strategy, risk management, scenario analysis, information disclosure and the insurance industry's
outlook for the evolution of climate risk management.

External Circular 015 | Financial Superintendence of Colombia | Oct. 2025 H

Colombia

The Superintendence of Colombia has published External Circular 015 of 2025 requiring financial institutions under its supervision to formally integrate
- environmental, social, and climate-related risks into their risk management frameworks. The circular aims to strengthen the resilience of the financial
sector by setting out supervisory instructions for identifying, measuring, controlling, and monitoring these risks, updating internal governance and
procedures, and establishing implementation timelines for compliance.
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Green Bonds Principle (GBP) | ICMA | Jun. 2021

GBP seek to support issuers in financing environmentally sound and sustainable projects that foster a net-zero emissions economy and protect the
environment. GBP-aligned issuance should provide transparent green credentials alongside an investment opportunity. By recommending that issuers
report on the use of Green Bond proceeds, the GBP promote a step change in transparency that facilitates the tracking of funds to environmental projects,
while simultaneously aiming to improve insight into their estimated impact. The GBP, updated as of June 2021, are voluntary process guidelines that

recommend transparency and disclosure and promote integrity in the development of the Green Bond market by clarifying the approach for issuance of a
Green Bond.

Social Bonds Principle (SBP) | ICMA | Jun. 2023

SBP seek to support issuers in financing socially sound and sustainable projects that achieve greater social benefits. SBP-aligned issuance should
provide transparent social credentials alongside an investment opportunity. By recommending that issuers report on the use of Social Bond proceeds, the
SBP promote a step change in transparency that facilitates the tracking of funds to social projects, while simultaneously aiming to improve insight into
their estimated impact. The SBP, updated as of June 2023, are voluntary process guidelines that recommend transparency and disclosure and promote
integrity in the development of the Social Bond market by clarifying the approach for issuance of a Social Bond. The SBP recommend a clear process and

disclosure for issuers, which investors, banks, underwriters, arrangers, placement agents and others may use to understand the characteristics of any
given Social Bond.
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European Green Bonds Standard | OJEU | Nov. 2023 H

The purpose of the legislative text is to establish uniform requirements for bond issuers who want to use the European Green Bond (EUGB) designation,
as well as to incorporate a system for registering and monitoring external verifiers of EUGBs, and to develop optional disclosure templates for

environmentally sustainable or sustainability linked bonds in the EU. The EUGB will come into force on 21 December 2023 and will start applying on 21
December 2024.

Code of Conduct for ESG | FCA | Dec. 2023

The new code of conduct for ESG data and ratings providers aims to foster a trusted, efficient and transparent market, by introducing clear standards for
ESG ratings and data products providers and clarifying how such providers can interact with wider market participants. Each principle in this code of
conduct is underpinned by a series of actions, which provide a practical guide to the application and interpretation of the principle. By signing up to this
voluntary code of conduct, providers agree to make available publicly, and to review at least annually (updating where appropriate), a statement
explaining their approach to the implementation of the code of conduct.
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Annex 1. Social Taxonomy

Articulating and setting social objectives

In the Final Report of a Social Taxonomy the PSF ~ summarises the initial observations and recommendation on the mandate
given by the EC to work on extending the taxonomy to social objectives

This paper constitutes an input for the Art. 26 of the TR mandates the EC to elaborate a report to extend the The PSF and the EC to deepen in some of
definition of the final objectives by the EC initial objectives  to social objectives. For this propose, the EC the aspects of the study.

and might not be the final objectives that the established the PSF (Art. 20), which shall advise the EC in the matter. A The EC to publish the final report of the
EC will use. TR.

The PSF outlines the key elements of the social taxonomy  following the steps of the environmental taxonomy 2;

3 objectives 3 Substantial
contributions
ailal
A Objectives : i) decent work; i) inclusive and  Types of substantial contributions : i) A St_ruc_ture of DNSH outlined but List of desirable characteristics
sustainable communities and  societies; iii) avoiding and addressing negative impact; ii) cr!tgrla not developed . _ on qualitative and quantitative
adequate living standards and wellbeing for end- enhancing the inherent positive impacts ; iii) Minimum _safeguards will  be metrics .
users. enabling activities. developed in a future report .

A Sub-objectives have been developed.

. ) 1) For more information see Annex | (2) For more information see Annex |
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Annex 1. Social Taxonomy

Three objectives for a social taxonomy: 1) decent work; ii) adequate living standards and wellbeing for end -users; and iii)
Inclusive and sustainable communities and societies L

my

A Focused on people in their working lives

PA

2

C’e A Focused on the impacts of activities on communities and
”’% the wider society .

A Four pillars , (that are emphasized with sub-

objectives): i) employment creation, i) social A Sub-objectives emphasize issues such as: i) land rights;

1)
protection, iii) rights at work and iv) social dialogue. %0%’ ii) indigenous pe onmghtedéfendersi ght s ;
% %3 and iv) improving/maintaining the accessibility and
9@;:96, availability of basic economic infrastructure.
2o
. _ Stakeholders * %
A Not limited to the European Union . 2
66
2.
e
®

Adequate living standards
and wellbeing for end -users
® A Focused on people in their role as end-users of certain products and services

A Sub-objectives will emphasize aspects related to consumer protection and the realization of economic and social rights: i) right to
health; ii) food, iii) housing and iv) education.
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Annex 1. Social Taxonomy
Articulating and setting social objectives

Each objective includes a list of sub  -objectives which emphasize the content of the objective and ensures that various aspects
integral to these objectives can be addressed

The sub-objectives must cover all the essential topics of each objective without overlapping between them.

o : S, on
Objectives Topics K
/ , Promoting equality and Respect for the human
N 1- Decent work . R ,
TR GEEER G non -discrimination at work rights andwor ker s® right s
Durable and repairable Protection of personal Responsible marketing
. =ieeliiny el selie prosligs products data and privacy practices
2- Adequate living standards
- and wellbeing for end -users
Quality healthcare Healthy and highly Good-quality drinking
products nutritious food water and housing
i , . . . . L Respect for the human
\ 3- Inclusive and sustainable Equality and inclusive Sustainable livelihoods rights of affected

communities and societies growth and land rights communities
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Annex 1. Social Taxonomy
Articulating and setting social objectives

Three types of substantial contributions: 1) avoiding and addressing negative impact; ii) enhancing the inherent positive
impacts; and iii) enabling activities

Targeting:
Avoiding and addressing A High -risk sectors with documented human-rights and labor-rights abuses of relevance to the objective.
negative impact A Sectors that are less likely to contribute  to the objectives of the European social pillar.

E.g: Improving OHS

Targeting:
Enhancing the inherent A Social goods and services sectors that provide goods and services for basic human needs.
positive impacts A Basic economic infrastructure  of direct relevance to the right to an adequate standard of living.

E.g: Providing affordable pharmaceuticals to certain groups of people.

A Having the potential to enable substantial risk reductions  in other sectors.
E.g: Social auditing services which help to reduce negative impacts on value-chain workers.

Enabling activities

A/ .
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Annex 1. Social Taxonomy

DNSH criteria ensure that when an activity makes a substantial contribution to one social objective, it does not harm the oth er
social objectives. On the other hand, an economic activity -based framework is required to underpin the social taxonomy. These
activities are linked with  CapEx, OpEXx or turnover

DNSH criteria which must be developed at the level of the sub-objectives . For example, an economic activity that makes a substantial contribution

to living wages should not: i) harm equal employment opportunities for women; ii) undermine collective bargaining processes; iii) use child or forced
labour in supply chains.

It is needed to justify a prioritization of the sectors for each objective and sub-objectives. A methodology has been developed based on the use of the
framework of economic sectors and activities (determined by the NACE industrial classification system) and considering the selection of the relevant
sectors (according to the criteria defined to determine the substantiality of the activities): i) sectors that avoid negative impacts ; ii) that enhance
positive impacts ; iii) the sectors that enable said positive impacts .

Selecting sectors

Linking CapEx, OpEx and turnover to social activities build on the differentiation between 6 r e d wnegatimeg mp a ontthe 6nehandand6 enhanci n
inherent social b e n e bnithe stlier.

1. Ac o mp a imyestraents made to address and avoid their negative impact might count as a social contribution (e.g. the expenditure for training
as defined in a social taxonomy will count as socially sustainable). The amount of this investment would then be reflected as OpEXx.

2. This might be different if a whole bundle of social criteria is attached to an activity , such as for a fair-trade product or a mineral sourced from a
mine with an approved social certificate. In this case, it might be that the turnover made with the sale of the product will be counted as socially
sustainable.

3. Finally, it is suggested that the company selling the product/service which enables other company to address and avoid negative impacts, counts
the turnover made with these products/services as 6 s o c¢ isusthihalle &
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Annex 1. Social Taxonomy

The PSF has set some examples of the different sectors related to the different objectives and selected sub -objectives, which
can be classified according to NACE codes 1

Objective 1: Decent work /\/
\6\’\5/79 .
Sub-objective Sectors Related NACE Substantial contribution criteria *‘(\?1;/{,@
Occupational health e.g: 1. mining and quarrying 1.B;2.C;3.F;4.A;5.H; 6.D Addressing and avoiding negative impacts
and safety 2. manufacturing; 3 construction;. 4. agriculture, forestry

and fishing; 5. transportation and storage; and 6.electricity,
gas, steam and air conditioning supply

Training e.g% 1. manufacturing; 2. education; 3. human health and 1.C;2.P;3.Q;4.R;5.S Addressing and avoiding negative impacts
social work activities; 4. arts, entertainment and recreation;
5. other services activities

Diversity and Relevant in all sectors Addressing and avoiding negative impacts
inclusion -
Living All sectors (in particular sectors with many workers on lower
wage wage); Sector exposed to international competition (e.g. 1-

textiles); Sectors exposed to social dumping (e.g. 2.

agriculture): Labour-intensive sectors with little added value 1. C13, G46.4. G47.5.1; 2.A; 3.F Reducing negative impacts for workers
(e.g. 3 - some construction sub-sectors).
Not specified e.g: social audits M69.2 Enabling activities

(1) For the social taxonomy, NACE may in some areas need to be supplemented by additional categories, where the current level of granularity within NACE is not sufficient.
[VE'O ManagementSolutions (2) Example of sectors with
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Annex 1. Social Taxonomy

The PSF has set some examples of the different sectors related to the different objectives and selected sub -objectives, which
can be classified according to NACE codes

Objective 2: Adequate living standards and wellbeing for end -users 4/

I‘I\é;\'/b 0/7\
Sub-objective Sectors Related NACE Substantial contribution criteria ‘]{{%g
Access to e.g: building and managing apartments and houses F.41.20
housing
Access to health e.g: 1. water, including waste-water management; 2. food, 1. E, C11.0.7, F42.9.1; 2. C10, Enhancing the positive impact inherent in
including the food value chain; 3. housing; 4. healthcare, C28.9.3, G46.1.7, G46.3, G47.2, |; an economic activity
including care work; 5. education (including vocational 3.F.41.20;4Q;5.P
training);
Objective 3: Inclusive and sustainable communities
Sub-objective Sectors Related NACE Substantial contribution criteria
Supporting e.g: 1. agriculture, forestry and fishing, 2. mining, 3. 1.A;2.B;3.D;4.F;5.H Addressing and avoiding negative impacts
sustainable electricity, 4. construction, 5. transportation and storage.
livelihoods and land
rights
Promoting equality e.g: 1 transport; 2. telecommunications including the 1.H49,H50,H51,N77.3.4,N77.3.4; Enhancing the positive impact inherent in
and inclusive internet; 3. financial services; and 4. electricity 2.J61; 3. K;4.C27.1,D an economic activity
growth
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Annex 1. Social Taxonomy

Stakeholder -centric technical screening criteria would ultimately include qualitative and quantitative metrics and thresholds
that target key business impacts on these stakeholder groups

A Some of the data needed for social criteria (for example on staff wages, health and safety) are already at the disposal of companies and official bodies. In addition, the
EFRAG taskforce is currently working out non-financial reporting requirements on the three stakeholder groups.
A For further consideration, the Platform suggests the following criteria for indicators for a social taxonomy:

(o i V Relate to a norm, process or goal in internationally recognized standards , such as the UN guiding principles, the SDGs, the EU Social Charter and
et the EU pillar of social rights.

Eg V  The indicator must be a good proxy for the objective it addresses.

8: V  The indicator should be specific enough to relate it to an economic activity .

V' The indicator must have a clear direction . For example, when evaluating complaint mechanisms, we should ask the following questions: Is it good if
there are many complaints, as this shows that workers trust the complaint mechanism?

The indicator should be precise so that there is no doubt whether an activity fulfils it or not.

5@

V Indicators should avoid driving perverse incentives or unintended consequences, such as unintendedly driving divestments from SMEs.

s
@ V Data should be available at reasonable cost . Differences between larger and smaller companies should be considered.
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Annex 1. Social Taxonomy

Articulating and setting social objectives

Considering all the analysis carried out, the PSF suggests what should be the next steps
for the development of the Social Taxonomy by the EC

environmental taxonomy will be.

There are still many unanswered questions as to what a social taxonomy will look like and what the relationship between a social and an

Reflections Due to the impact on the market participants, the social taxonomy will have a knock-on effect on economic entities, which will strive to be recognized

processes .

Next Steps appointed by the PSF

nNoe

ok~ w

Clarify the minimum safeguards ;
Conduct a study on the impacts of a social taxonomy

designs;

considering different options for application and

Work out a rationale for prioritizing objectives and sub -objectives ;

Prioritize objectives according to the rationale ;

Define substantial -contribution and DNSH criteria

A@'oManagementSolutions 1. Source: News - EFRAG

Making things happen

for the first objective(s) and sectors.

as 0 s o c inwedtn@ents, provide the necessary data, intensify efforts on social

economic activities, and implement the necessary

EFRAG mandates

Under the CSRD proposal (art 49.3), EFRAG would
develop draft EU Sustainability Reporting Standards. The
timeline contained in the proposal assumes the
elaboration of draft sustainability reporting standards in
parallel to the legislative process of the proposed CSRD.
In order to respect tis timelines, EFRAG should aim to
submit the first set of standards by 15 June 20221
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Annex 1. Social Taxonomy
Articulating and setting social objectives

These examples do not represent fully worked out criteria of a social taxonomy. Instead, they should be considered as
sketches to illustrate how the suggested structure would work in practice

Objective : Decent work, sub -objective : training

Rationale for selecting sectors

High-impact NACE codes could be selected via:
Seleaitton 1) sectors with skills shortages 1 according to OECD and EU data

of sectors 2) sectors negatively affected by the green transition or digitalization with risks of layoffs and therefore a special need to train certain
groups of employees

3) sectors with general shortages of skills.

Reducing negative impacts for workers

Type of Substantial

The entity runs extensive programs for skills and lifelong learning/upskilling/reskilling for workers in situations of vulnerability. There is a
contribution

high level of worker involvement in the development of these programs (OpEx for training).

Adequate living standards and  Inclusive communities
Decent work

wellbeing for end -users & societies

Workers must be paid at least the national minimum wage, where

DNSH available, or according to negotiations and collective bargaining N/A
by social parties. ILO core labor standards must be met. There
must be adequate OHS.

No discrimination in training
offers.

ﬂﬁ.o ManagementSolutions
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Annex 1. Social Taxonomy
Articulating and setting social objectives

These examples do not represent fully worked out criteria of a social taxonomy. Instead, they should be considered as
sketches to illustrate how the suggested structure would work in practice

Objective : Adequate living standards and wellbeing for end-users, sub-objective : access to housing

Rationale for selecting sectors

Sectors which provide products and services for basic human needs (according to the Universal Declaration of Human Rights accepted
by the General Assembly of the UN on 10 December 1948 -Articles 11 and 25-). Sectors related to the production of goods and services
for basic human needs: food, water, housing, healthcare, education (European Social Pillar).

Selection
of sectors

Enhancing positive impact inherent in economic activity (examples)

Improve availability (examples): The health care is available in sufficient quantity to cover people in need
Substantial contribution  Improve accessibility (examples): The drug is affordable and economically sustainable for the countries where it is distributed
There is an access strategy for the new medicine, which is developed when clinically tested

Adequate living standards and  Inclusive communities
wellbeing for end -users & societies

Decent work

Guarantee quality (examples) Meeting
internationally accepted standards of
quality

ILO core labor standards must be met. There must be adequate
OHS. Minimum wage must be paid to workers.

Effluent must not pollute

2l drinking water.
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Annex 1. Social Taxonomy

It is recommended that the development of a social taxonomy follow the model of the environmental taxonomy where
possible. This might help with global market acceptance and understanding. However, differences between them must be

taken into account

Environmental

Social taxonomy

Ns’o Manage

taxonomy

N/

mentSolutions
Making things happen

Aim at:

A

A

Reducing negative environmental
impacts.

or reversing these impacts through
carbon capture or ecosystem restoration.

Tend to have inherent social benefits
(e.g creating jobs, or contributing to taxes).

Its role is to differentiate between the
inherent and additional social benefits
of economic activities (e.g if a
pharmaceutical company improves the
accessibility and affordability of certain
drugs for certain people).

A Criteria developed on the basis of

scientifically validated research results
(natural science ).

Internationally agreed authoritative norms
and principles .

A Scientific research makes it possible to
attach  highly relevant quantitative
criteria to economic activities.

A Social sustainability is at the moment
often described in more qualitative
terms .

A Nevertheless, developments are
occurring in the field of quantifiable social
data (e.g. EU acquis in the social fields
gives clear policy and legislative
indicators that measure social impact).
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Annex 1. Social Taxonomy

The foundations of a social taxonomy are established international norms and principles

The Universal Declaration of Human Rights The European Social Charter

The International Covenant on Economic, Social and Cultural The Charter of Fundamental Rights of the European Union

Rights |

RN, o | saciaL Riews ) o
=y The International Covenant on Civil and Political Rights The European pillar of social rights

=

- The ILO Declaration on Fundamental Principles and Rights at The SDGs
o) e Work
1‘}{1} Organization

The UNGPs

The ILO Tripartite Declaration of Principles concerning

Multinational Enterprises and Social Policy The UN Global Compact

The European Convention on Human Rights
> . VQ OECD GUIDELINES The OECD guidelines for MNEs.

MULTINATIONAL

\}‘ ENTERPRISES

These documents explicitly cover and/or reference a set of fundamental freedoms and rights that countries have agreed to uphold and enforce to ensure that people and
communities live dignified lives.

mOMGnagen}diﬁfgsgi”;l:ggﬁ © Management Solutions 2026. All rights resented Page80



Annex 1: Social Taxonomy
Articulating and setting social objectives

The social taxonomy differentiate three type of stakeholders: workers, end -users and communities

A The most convincing way to articulate the objectives of a social taxonomy is setting out the type of stakeholders that different economic activities can affect. Stakeholders
affected by business activities include:
00000

_.'& entityds own wor-k
! chain workers)

A Afuture social taxonomy should be focused around these three groups of stakeholders  to whose lives and livelihoods economic activities can make a positive

contribution.
A With this stakeholder-centric approach in mind, the social topics covered by the referential norms and principles can be linked to stakeholder groups

End-users or Affected communities (directly or

consumers

through the value chain)

Social topics in scope of social taxonomy Stakeholder group

Labor rights and working conditions Workers
Social protection and inclusion Workers, communities and societies

Non-discrimination Workers, communities and societies

The right to health care, housing, education (including professional training) and food [Sg{eHUE=TEMelel0aloa10 gl (I3 1a[o Kl S SHTEES

Assistance in the event of unemployment, self-employment, and old age Workers

Consumer protection including data protection End-users

e D e R o munities and societies

Fighting corruption and tax evasion Societies al

A/ 3
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Global context

Cross regulatory trends

Financial Regulatory trends

Annex

1. Social Taxonomy

2. Environmental Taxonomy

3. TNFD Framework

4. ISSB Sustainability disclosure standards

5. Corporate Sustainability Reporting Directive

6. New rules on Climate -related disclosures

7. Corporate Sustainability Due Diligence Directive
8. Supervisory expectations

9. ECB Supervisory Priorities

10. Final Guidelines on the management of ESG risks
11. Methodology for a Climate risk stress test

. Pillar 3 ESG
. Enhancement and Standardization of Climate -

Related Disclosures for Investors

. Final Guidelines on Environmental Scenario Analysis
. Omnibus legislative package
. Disclosure of climate -related financial risks




Annex 2. Environmental Taxonomy

Since the publication of the Taxonomy Regulation in 2020, the first two objectives and the methodology for disclosing
information in accordance with them have been developed, including different disclosure dates.
The Draft Environmental DA develops the environmental objectives and their defines their application and disclosure dates

®
®  March 2020

December 2021

Final report of the EU TEG Taxon_omy_ _Cllmat_e_ I_DﬁObJectlves 182
Sustainability Definition

on the taxonomy of

sustainable activities Taxonomy Disclosure DAObjectives 1&2,
Methodology

I 2020 D 2021 I —

June 2020 December 2021
EU Taxonomy EC Report on a possible extensairthe EU
Regulation 2020/852 Taxonomy Regulationo

include social, neutral and brown activities

® 1st January 2024, EU Taxonomy. EC FAQ Guidance on

Financial firms shall disclose alignment KPIs, mainl ) Taxonomyeligible reporting_ .
GARFull GAR) ) Comprehension and Reading of Artlcle.

8DA

Objectives 1&2

1st January 2022, EU Taxonomy

Non-financial undertakingsproportion of eligible and noneligible
economic activitiedn their total turnover, Capex an@pex
Objectives 1&2

Financial undertakingsproportion of their total assets of exposures
to eligible and noreligible economic activitie©Objectives 1&2
(Simplified GAR

1st January 2023 EU Taxonomy

NorHinancial undertaking KPIs of alignment
with the EU Taxonomy: Turnover, Capex @nmbx
Objectives 1&2

Financial undertakingsproportion of their total
assets of exposures to eligible and paligible
economic activitiesObjectives 1&2Simplified
GAR

———— 2022 . —— 2023 y 3 3 B J

_— m—— 2024 b | 2025 ]

1stJanuary 2024

Nonfinancial undertakingsshall only disclose the proportion of eligible and raligible
economic activities in their total turnover, Capex apgexand qualitative information ¢

New activities for objectives 1&2 and objectives 3,4,5,6

1st January 2025 New EU Taxonomy

A New EU Taxonomy disclosures disclosures
Financial undertakingshall only disclose the proportion their covered assets of Publication bynon-financial undertakingsof their KPI5of alignment
exposures to eligible and negligible economic activities{mplified GAR) with the EU Taxonomy: Turnover, Capex @mpx

New activities for objectives 1&2 and objectives 3,4,5,6

© (by this date only entities already subject to NFRD)
L/

A First reference date of disclosure of sustainability report under CS
’VSO ManagementSolutions

New disclosure dates under
consultation added to the
Taxonomy Disclosure DA

Publication date
Application and disclosure date

Making things happen

January 2023 April-May 2023

CSRD (review of )

_NFRfD) enters Consultation on

Into force
New EU Taxonomy
disclosures

(scope of this
technical note)

1st January 2026 New EU Taxonomy
disclosures

Financial undertakingshall disclos&PI$
of alignment, mainly GAR(ll GAR

New activities for objectives 1&2 and
objectives 3,4,5,6
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Annex 2. Environmental Taxonomy
Economic sectors and activities

In April 2023 the EC launched a consultation period on the Draft Environmental DA which contains a new set of TSC and
DNSH for Objectives 3 -6. Additionally, the EC is also consulting on proposed amendments to the DAs on Objectives 1 -2

1-. Regulatory context [i A 2. Next S

A June 2020 Publication of the European Taxonomy Regulation

A December 2021 Publication of the Taxonomy Climate Delegated Act & the Taxonomy
Disclosures Delegated Act are published by the EC.

A March 2022 Publication of the advice on the TSC on remining four environmental A Enter into force from 1 January 2024 (application date).
objectives by the PFS, to assist the EC on the elaboration of the second delegated act

A April 2023 Publication of the draft Environmental Delegated Act

A Final draft publication (date not yet set)

& 3- Subject matter of the documents
1. Draft Environmental DA (including Main Annexes: Main Annexes:
: TSCand DA O 2. Amendments to the Climate DA 2 TSC and
amendments to the Disclosures DA): document D DNSH criteria document D DNSH criteriaD D

for Ob.3-6 i for Ob.1-2
! Objective 1:
i Climate New activities included within the manufacturing and
A TSC under which economic activites in the sectors qualify as contributing : change the transport sector 1.
substantially to the Objectives 3-6 (non-climate environmental objectives)?. ' mitigation
A TSC for determining whether those economic activiies DNSH to any of the other i New activities included within the water supply,
environmental objectives. | Objective 2: construction , information & communication,and
N _ _ ) o _ o ! Climate the professional sector 2.
A Additional disclosure dates added for disclosing eligible and aligned activities. ! change
(considering the new activities added for the climate and environmental objectives) : adaptation Disaster risk management sector added and

activities within it 2.

*O ManagementSolutions (1) InAnnex 3a mapping between new sectors and/or activities developed for objectiv@ss Jrovided.
MS g Making things happen  (2) IN addition to the new activities added, specific aspects of existing activities have been amended (out of thetsEgeafment). © Management Solutions 2026. Al rights resenfed Page84
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https://eur05.safelinks.protection.outlook.com/?url=http%3A%2F%2Fec.europa.eu%2Ffinance%2Fdocs%2Flevel-2-measures%2Ftaxonomy-regulation-delegated-act-2022-environmental-annex-1_en.pdf&data=05%7C01%7C%7C375b85401df048f056bc08db3c35f85c%7Ca6bf56db18444fb089f3ad07c1f40c8b%7C0%7C0%7C638169975238027106%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=YLF%2B3EJe%2BLlO1RxwMXAlu7tG3Q7nVfDJqkMW%2B8AvPEE%3D&reserved=0
https://ec.europa.eu/finance/docs/level-2-measures/taxonomy-regulation-delegated-act-2022-environmental-annex-2_en.pdf
https://ec.europa.eu/finance/docs/level-2-measures/taxonomy-regulation-delegated-act-2022-environmental-annex-3_en.pdf
https://eur05.safelinks.protection.outlook.com/?url=http%3A%2F%2Fec.europa.eu%2Ffinance%2Fdocs%2Flevel-2-measures%2Ftaxonomy-regulation-delegated-act-2022-environmental-annex-4_en.pdf&data=05%7C01%7C%7C375b85401df048f056bc08db3c35f85c%7Ca6bf56db18444fb089f3ad07c1f40c8b%7C0%7C0%7C638169975238183347%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=1h1YuyoFRS4AC1f%2BNqxoo1uVcXnf%2FsxuuxVyo424T7c%3D&reserved=0
https://eur05.safelinks.protection.outlook.com/?url=http%3A%2F%2Fec.europa.eu%2Ffinance%2Fdocs%2Flevel-2-measures%2Ftaxonomy-regulation-delegated-act-2022-climate-annex-1_en.pdf&data=05%7C01%7C%7C375b85401df048f056bc08db3c35f85c%7Ca6bf56db18444fb089f3ad07c1f40c8b%7C0%7C0%7C638169975238183347%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=fUBlvvbzn2CYF2dsnJg9l7pnjhdJMvKvIboDJ0kb324%3D&reserved=0
https://eur05.safelinks.protection.outlook.com/?url=http%3A%2F%2Fec.europa.eu%2Ffinance%2Fdocs%2Flevel-2-measures%2Ftaxonomy-regulation-delegated-act-2022-climate-annex-2_en.pdf&data=05%7C01%7C%7C375b85401df048f056bc08db3c35f85c%7Ca6bf56db18444fb089f3ad07c1f40c8b%7C0%7C0%7C638169975238183347%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=W%2B%2BjhjBdEYiJPQx3W5rldTNziEdvo%2BfaOudnWe6sWp0%3D&reserved=0

Annex 2. Environmental Taxonomy

The Draft Environmental DA adds new disclosure dates in the Taxonomy Disclosures DA for the new objectives and activities
developed

What to

repor? ThisDelegatedActaddsnew disclosuredatesfor the new objectivesand activitiesto the TaxonomyDisclosurePelegatedAct (seealsothe annexesv, VIy VII)

A From1 January2024until 31 Decembe2024 non-inancialcompanieshallonly disclose
o Theproportionof Taxonomyeligible! and Taxonomynon-eligible economicactivities pursuantto TaxonomyEnvironmentaDelegatedregulation
0 Thenew activities addedto the Climate DelegatedAct in their total turnover, capital and operationalexpenditureand the qualitative information
relevantfor that disclosure
A From1 January2024until 31 Decembe2024 financialcompaniesshallonly disclose
0 Theproportion in their coveredassetsof exposuresto Taxonomynon-eligible and Taxonomyeligible economicactivities pursuantto Taxonomy
EnvironmentaDelegatedregulatiorandthe new activities addedto the ClimateDelegatedAct.
0 The qualitative information on qualitative disclosuresfor asset managers,credit institutions, investment firms and insuranceand reinsurance
undertakingdor theseactivities
A From1 January2025the KPI3of non-financialcompaniesshallcoverthe economicactivitiesset out in TaxonomyEnvironmentaDelegatedRegulatiorandthe
activitiesaddedto the ClimateDelegatedAct (aligned).
A From1 January2026the KPI3 of financialcompaniesshall coverthe economicactivities set out in TaxonomyEnvironmentalDelegatedRegulationand the
activitiesaddedto the ClimateDelegatedAct (aligned)

EEE Who shall

bie:® " report?

CYY VTN

Thescopeof applicationof the disclosureobligationshasnot beenmodifiedand continueapplyingto the NFROzompanies

(1) Taxonomyeligible: Economic activity that idescribed in the EU Taxonomy regardlesfsvhether the economic activity aldalfils all specified Criteria.
(2) Taxonomy alignedEligible activity that meets the criteri@o be considered as environmentally sustainable. To this regard, it needs to fulfil@@): DNSH and MSS
(3) KPIs for financial and ndimancial companies have been modified in order to consider the new activities in its calculeimils on this amendments are developed in the Annexes of t@ D D

Draft Amendments to the DA:
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https://eur05.safelinks.protection.outlook.com/?url=https%3A%2F%2Ffinance.ec.europa.eu%2Fdocument%2Fdownload%2F33c856bc-ef6a-4ef9-af9b-7f36842a3c81_en%3Ffilename%3Dsustainable-finance-disclosures-environmental-delegated-regulation-annex-8_en.xlsx&data=05%7C01%7C%7C375b85401df048f056bc08db3c35f85c%7Ca6bf56db18444fb089f3ad07c1f40c8b%7C0%7C0%7C638169975238183347%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=k%2FKBFpfyuCYt1zjx%2FW%2FCs1CbDVkrZ%2FLgsuZuJhJU%2BNs%3D&reserved=0

Annex 2. Environmental Taxonomy

The European Environmental Taxonomy is structured around six environmental objectives to determine whether an activity
is considered sustainable, based on its contribution to achieving them. So far, only the criteria of substantial contribution

o~ Activitiesthat contribute to the protection and restoration Activities that contribute substantially to the Q

of b_iodiversity and . ecosystems Where that qctivity stabilisation of greenhousegas concentrationsin the
contributes substantially to protecting, conserving or atmosphere Applicablefrom 1st January2022
restoringbiodiversityor to achievingthe good condition of

ecosystems 6. Protection and 1. Climate change
restoration of mitigation
biodiversity and
ecosystems
Activities that include or provide adaptation
P Activitiesthat contribute to pollution prevention solutionsthat either substantiallyreduce the risk
and control where that activity contributes 5. Pollution _ of the adverseimpact of the current and future
,& J substantiallyto environmentalprotection. prevention and EU Taxonomy 2 CITTES climate change impacts Applicable from 1st
eyt change
control Objectives adaptation Januan2022

Activities that contribute to the transition to a

VY . . . ) 4. Transition 3. Sustainable use
,& c|r(éulare(ipnomy,|ncIudmgwastepreventlon,I’e-use toeacg;‘rgﬁlar ;g‘tjeeg’;z";‘;?igg Activities that contribute to the sustainableuse and
andrecycling y Facolilces protection of water and marine resourceswhere that

|
activity either contributes substantiallyto achievingthe /& J
goodstatusof bodiesof water

Q Objectivedevelopedin 2022
{Ny Objectivesunderdevelopment
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Annex 2. Environmental Taxonomy

Some annexes of the draft Environmental DA and the Draft amending the Climate DA describe the TSC and the DNSH criteria of
the new sector and/or economic activities added. Only a few sectors and activities have been developed for various objectives

New sectorsand/or activities developedfor objectives1-6 e 9 e Q

0 Manufacture of automotive and mobility components

o Manufacture of rail constituents

o0 Manufacture, installation, and servicing of high, medium and low voltage electrical equipment for electrical transmissi@trénudion that result in or enable
a substantial contribution to climate change mitigation

0 Manufacturing of aircraft

0 Manufacture, installation & associated services for leakage control technologies enabling leakage reduction & preveatiemsimpply systems \/

o Manufacture of plastic packaging goods

A

o Manufacture of electrical and electronic equipment

o Manufacture of active pharmaceutical ingredients (API) or drug substances

S

o Manufacture of pharmaceutical products

Environmental protection & restoration activities

o Conservation, including restoration, of habitats, ecosystems and species \/

Professional, scientific and technical activities

o Consultancy for climate risk management

mOMG"Ggen]\diﬁggsgiﬁlgﬂi:ggﬁ © Management Solutions 2026. All rights resenfed Page87



Annex 2. Environmental Taxonomy

Some annexes of the draft Environmental DA and the Draft amending the Climate DA describe the TSC and the DNSH criteria of
the new sector and/or economic activities added. Only a few sectors and activities have been developed for various objectives

New sectorsand/or activities developedfor objectives1-6 ’ e 9 e Q

0 Leasing of aircraft

o Passenger and freight air transport

o Air transport ground handling operations

Disaster risk management

o Emergency Services

0 Flood risk prevention and protection infrastructure

0 Naturebased solutions for flood and drought risk prevention and protection \/

Construction & real estate activities

o Construction of new buildings

@ ()

0 Renovation of existing buildings @) @)

o Demolition & wrecking of buildings & other structures

0 Maintenance of roads & motorways

CKKKK

0 Use of concrete in civil engineering

moManagen;rMealggsgi”Tl;sizggf (1)Activitiesalreadyincludedin the TaxonomyClimateDelegatedActs © Management Solutions 2026. All rights resenfed Page88



Annex 2. Environmental Taxonomy

Economic sectors and activities

Some annexes of the draft Environmental DA and the Draft amending the Climate DA describe the TSC and the DNSH criteria of
the new sector and/or economic activities added. Only a few sectors and activities have been developed for various objectives

New sectorsand/or activities developedfor objectives1-6 9 o e Q

0
aleé PP ewerage asle anageme & remediation a e

o Civil engineering

o Desalination

o Water supply

o Urban WasteNater Treatment

0 Sustainable urban drainage systems (SUDS)

CKK

(€h) ()

—
=
~

)\

o Collection & transport of noiazardous and hazardous waste

o Collection and transport of hazardous waste

o Treatment of hazardous waste

CK

o Phosphorus recovery from wasteater

o0 Production of alternative water resources for purposes other than human consumption

0 Recovery of biavaste by anaerobic digestion or composting

0 Depollution & dismantling of endf-life products

CRKKKK

@) @)

—~
N
—

- <

o0 Sorting and material recovery of ndrazardous waste

NER 2 dddlBlgpedibrebijectives&2

(1) Differentfrom the activityd a | i S NJA I
tt ( \IRy2&dza2 Nl 82075 yA2yY & @edetdizdor abicBESE&I G SR FNJ Ol A 2 Y &€& Management Solutions 2026. Al rights reserled  Page89
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Annex 2. Environmental Taxonomy

Economic sectors and activities

Some annexes of the draft Environmental DA and the Draft amending the Climate DA describe the TSC and the DNSH criteria of
the new sector and/or economic activities added. Only a few sectors and activities have been developed for various objectives

New sectorsand/or activities developedfor objectives1-6 e o

0 Remediation of legally neconforming landfills & abandoned or illegal waste dumps

(KO

0 Remediation of contaminated sites & areas

Accommodation activities

0 Hotels, holiday, camping grounds and similar accommodation V

Information & communication

0 Software enabling climate risk management

o0 Provision of IT/OT datdriven solutions for leakage reduction V

o Provision of IT/OT datdriven solutions and software V

moManagen}\mnthg”lfﬂgﬁ © Management Solutions 2026. All rights reserfed Paged0



Annex 2. Environmental Taxonomy

Economic sectors and activities

Some annexes of the draft Environmental DA and the Draft amending the Climate DA describe the TSC and the DNSH criteria of
the new sector and/or economic activities added. Only a few sectors and activities have been developed for various objectives

New sectorsand/or activities developedfor objectives1-6 e

0 Repair, refurbishment & remanufacturing

0 Sale of spare parts

o0 Preparation for reuse of endof-life products & product components

0 Sale of seconttand goods

0 Productasa-service & other circular us& resultoriented service models

0 Marketplace for the trade of secodgand goods for reuse

CKKKKK ©
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Global context

Cross regulatory trends

Financial Regulatory trends

Annex

1. Social Taxonomy

2. Environmental Taxonomy

3. TNFD Framework

4. ISSB Sustainability disclosure standards

5. Corporate Sustainability Reporting Directive

6. New rules on Climate -related disclosures

7. Corporate Sustainability Due Diligence Directive
8. Supervisory expectations

9. ECB Supervisory Priorities

10. Final Guidelines on the management of ESG risks
11. Methodology for a Climate risk stress test

. Pillar 3 ESG
. Enhancement and Standardization of Climate -

Related Disclosures for Investors

. Final Guidelines on Environmental Scenario Analysis
. Omnibus legislative package
. Disclosure of climate -related financial risks




Annex 3: TNFD Framework
International ESG standards

A number of organizations are already directly or indirectly part of the global environmental disclosure platform. Over the p ast
few years, regulators, supervisors and international institutions have been developing regulations and standards* with the ali m
of increasing transparency related to sustainability and climate risks. This plethora of standards requires complex analysis to

determine how they complement each other and how to apply them to companies and financial institutions. The current picture

as of 2023 is as follows:
T I NI PN
; - 1 ‘ m Tcm — Influences —> @\

Complements GR| sy
Based on TCFD GRI and ISSB are \.é;;y
standards and working  together
aligned with the to develop a
new global ® Memorandum that
baseline for I F RS seeks to
sustainability coordinate work
standards ‘ programmes and
currently being standard -setting
developed by the Consolidates activities .
ISSB.

In 2022, the Value
Reporting

Foundation and
the CDSB merged

into the IFRS

‘ Establishes
Q“CDP They work together to provide a —p
comprehensive, reliable and

DRIVING SUSTAINABLE ECONOMIES

Consolidates ——

verified climate disclosure

system . CDP is represented on Foundation . On 9 June 2021 SASB
the CDSB Board and the and IR announced their
CD S B 06 Jechnical  Working merger to form the ‘ I R
Group . Value _ Reporting
Foundation.

Examples of regulations that incorporate these
standards include:

\/ *
moManagen;rMeallzggSg”If;Sizggﬁ For further information on the regulations and standards developss © Management Solutions 2026. All rights resenfed  Page93



Annex 3: TNFD Framework
Objectives, scope and timeframe of the TNFD framework

The Task Force on Naturerelated Financial Disclosures (TNFD) was founded in 2021 in response to a growing need for nature to beaken into account in financial and business decisions. Its
mission is to develop a risk management and disclosure framework for organizations of all sizes across industries and juristtions to report on nature -related risks and opportunities.
It seeks to work towards an integrated climate-nature scenario to inform sustainability decision-making.

€) Objectives TEN Scope of application
&) £

@ A Helps drive alignment with the emerging global reporting baseline under development by the International A Companies and financial
'\ Sustainability Standards Board and best practice standards and tools already in use by market participants today. institutions of all sizes across
\_\ A Provides adaptability and flexibility regarding the approach to materiality to accommodate the preferences and industries and value chains.

regulatory requirements of report preparers and report users from organizations of all sizes across all jurisdictions.
A Encourages early action by companies and financial institutions to beginreporting nature -related dependencies,
n impacts, risks and opportunities.

A A Provides a structured path to increase the ambition for nature-related information disclosure.

2022

Publication of Publication of
v0.1 v0.2

15/03/2022 28/06/2022

Ns’o ManagementSolutions

Making things happen © Management Solutions 2026. All rights resenfed Paged4


https://framework.tnfd.global/wp-content/uploads/2022/11/TNFD_Management_and_Disclosure_Framework_v0-3_B.pdf
https://framework.tnfd.global/wp-content/uploads/2022/11/TNFD_Management_and_Disclosure_Framework_v0-3_B.pdf
https://framework.tnfd.global/wp-content/uploads/2022/11/TNFD_Management_and_Disclosure_Framework_v0-3_B.pdf
https://framework.tnfd.global/wp-content/uploads/2023/03/23-23882-TNFD_v0.4_Integrated_Framework_v6-1.pdf
https://framework.tnfd.global/wp-content/uploads/2023/03/23-23882-TNFD_v0.4_Integrated_Framework_v6-1.pdf
https://framework.tnfd.global/wp-content/uploads/2023/03/23-23882-TNFD_v0.4_Integrated_Framework_v6-1.pdf
https://tnfd.global/wp-content/uploads/2023/08/Recommendations_of_the_Taskforce_on_Nature-related_Financial_Disclosures_September_2023.pdf?v=1695118661
https://tnfd.global/wp-content/uploads/2023/08/Recommendations_of_the_Taskforce_on_Nature-related_Financial_Disclosures_September_2023.pdf?v=1695118661
https://tnfd.global/wp-content/uploads/2023/08/Recommendations_of_the_Taskforce_on_Nature-related_Financial_Disclosures_September_2023.pdf?v=1695118661

Annex 3: TNFD Framework
Main components

The TNFD aims to create a risk management and disclosure framework that organizations of all sizes across jurisdictions carse to identify, assess, manage and disclose nature
related dependencies, impacts, risks and opportunities. According to the latest version published, the TNFD framework will bedivided into five main components:

Basicsfor Fundamental concepts and definitions recommended
understanding nature by TNFD to understand nature.
TNFD _ Same four pillars as in the TCFD recommendations:
e recomr_nendatlons governance, strategy, risk management, and metrics
and guidance and targets.

Different categories of metrics: i) a small set of core
metrics that apply to all sectors to be disclosed on a
comply or explain basis and ii) a larger set of additional
metrics, which are recommended for disclosure, where
relevant, to best represent an - 3 z J « " rdaferiat « Z~
nature-related issues, based on their specific
circumstances

Nature -related
dependencies,
Impacts, risks and
opportunities

Integrated approach for the assessment and
e——o |EAPapproach managementof nature-related issuesand involves

four phases of assessment i) locate; ii) evaluate; iii)
assessiv) prepare

e———o Specific guidelines Focus on: i) sector guidance; ii) biome guidance; iii)
scenario analysis guidance; and iv) Guidance on
engagement of Indigenous Peoples, Local Communities
& affected stakeholders

mOManagen;r\g%gsgiﬁl;ﬂggﬁ © Management Solutions 2026. All rights reserfed Paged5



Annex 3: TNFD Framework - o
Basicsfor understanding nature

Measuring nature-related risks is a highly significant activity. TNFD has therefore developed a risk taxonomy to identify and clssify nature-related risks in a simpler way.

d Physical risks are the direct result of an organization's dependencies on nature. Acute risks Chronic risks
@ Transition risks
. : . . . Policy
d Transition risks are those arising from economic transformation and any changes needed to Reputational risk
drastically reduce, and ultimately eliminate, net greenhouse gas emissions to achieve net zero
emissions. Market risk
Liability risk
IT risk

O

Systemic risks |

d These are risks that can be considered systemic due to their spread and multifaceted nature. Ecosystem stability risk Financial stability risk

mOManagenm%gsgjﬁlglsizggﬁ © Management Solutions 2026. All rights reserted Page96
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Annex 3: TNFD Framework
TNFD outreach recommendations

Governance

Recommendations on  how
organizations should govern
nature-related  dependencies,
Impacts, opportunities and risks.

TNFD's new disclosure recommendations have been aligned with those issued by TCFD
in an effort to facilitate and promote a transition towards integrated disclosure.

1
1
1
1

Strategy

Recommendations for
disclosing nature-related
dependencies, impacts, risks
and opportunities on business,
strategy and financial planning.

©ly

Risk and impact
management

Recommended disclosures on
how an organization
describes the processes used
to identify, assess,prioritise,
and monitor nature-related
dependencies, Impacts,
opportunities and risks.

Making things happen

_____________________________________________________________________________________________

Metrics and targets

Disclosing the metrics and
targets the organization has
used to assess and manage
nature-related dependencies,
impacts, risks and
opportunities .

© Management Solutions 2026. All rights reserled Paged7




Annex 3: TNFD Framework
TNFD outreach recommendations

TNFD's new disclosure recommendations have been aligned with those issued by TCFD in an effort to facilitate and promote a tanstion towards integrated disclosure

Strategy

Riskand
: Impact
‘management:

Metrics

" and targets :

1
A/ .
mo Managementso’Ut'ons : deleted in the final version of the standard.
1

Y &X N3 MX °| X M-

oversight of nature-related dependencies,
impacts, risks and opportunities.

A. Describe the nature-related
dependencies, impacts, risks and opportunities
the organisation has identified over the short,

medium and long term .

A(i) Describe the
-3 7 J « prbesses foiZidentifying,
assessing andprioritising nature-related
dependencies, impacts, risks and opportunities in
its direct operations.

A. Disclose the metrics used by
the organisation to assess and manage material
nature-related risks and opportunities in line
with its strategy and risk management process

nNyY >XN-22X«TJO -«
Making things happen

&

C.Describethe- 3 z J «  “hudnfan rightsZ
policies and engagement activities, and oversight
#Y &X° N3 MX 2 J«JzX¢ bytheboardand management, with respect to
role in assessing and managing natureelated Indigenous Peoples, Local Communities, affected
dependencies, impacts, risks and opportunities and other stakeholders, inthe- 3 zJ « ~J° - «Z°
assessment of, and response to, naturerelated
dependencies, impacts, risks and opportunities.

B. Describe the effect nature-related : . D. Disclose the locations of
C. Describe the resilience of

dependencies, impacts, risks and opportunities 5 . .

e R e The- 3 z J « ’stiafegy to«walure-related
value chain, strategy and financial planning, as
well as any transition plans or analysis in place.

: = S direct operations and, where possible, upstream
risks and opportunities, taking into :
i i . . and downstream value chain(s) that meet the
consideration different scenarios o . g
criteria for priority locations.

A(ii) Describe the C. Describe how processes
-3z« ’prbesses foidentifying, B. Describethe- 3 zJ « ~ J° - « for identifying, assessing,prioritising and
assessing andorioritising nature-related processes for managing naturerelated monitoring nature -related risks are
dependencies, impacts, risks and opportunities in dependencies, impacts, risks and opportunities . integrated into and inform the - 3 z J «

its upstream and downstream value chain(s) overall risk management processes.

C. Describe the targets and goals used by the
organisation to manage nature-related
dependencies, impacts, risks and opportunities
and its performance against these.

B. Disclose the metrics used by
the organisation to assess and manage
dependencies and impacts on nature .

GO JNC W 5 T 17 J«T -°°-39h« ° X' Z CJ°
| © Management Solutions 2026. Al rights resenfed Page98
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Annex 3: TNFD Framework

Nature-related dependencies impacts, risks and opportunities oo
There are disclosure metrics that encompass the reporting and presentation processes (under prepare phase).
The rest of the actions are included in the assessment metrics group. K~ - W A6* &Z° T ~ NK- - A3 X axos N° J°°3.-JN| « NKATX
" XN°e -3 @axos N Z Z-3 XJIJN|] ~XN°-3 ©°o- MX T " NKB-"XT -« J N-2°
Assessment metrics
Ecosystem Biodiversity Physical Other corporate .LO(.:cjitIO.n
Locate Integrity importance EE el data prioritisation
metrics
Dependency &
Bhvsical Risk & tunity z‘ Metric :use change
ysica Transition Systemic o IS opportuni
Assess risks risks rizks CEESIIEES meFt)rFi)cs Indicator : Extent of (2(22)23) gfet%p;}ngf
v ocean use change y .
business
DIRO _ activity
Prepare Governance Strategy Response metrics
v g TETEEETE g o Metric :Volume of
) ) Indicator : wastewater (m3) and
Disclosure metrics Wastewater concentration
discharged of key pollutants
Additional metrics (L G) T
% Metric :Quantity
dicator : High-risk (tonnes) of high risk
p Core sector metrics natural commodities Natural commodities
repare (Financial institutions) sourced from land sourced form land, by
commodity
cowgamainercs  fD e —
v

ﬂﬁ.o ManagementSolutions |
Making things happen



Annex 3: TNFD Framework
LEAPapproach: methodology and main lines of action

*—0
The LEAP approach consists of four main phases after an initial exploration of the organization's prioritieslLocate, Evaluate, Assess and Prepare
L.1- Spanof the businessmodel and E.1- ID of envwonme_ntal asse?s, ecosystem services
. and impact drivers
value chain
L.2.- Dependency and impact E.2- ID of dependencies and impacts
screening

E uat E.3- Dependency and impact measurement
valuate ’

Dependencies &

Impacts -
E.4- Impact materiality assessment

L.3-- Interface with nature @ L
ocate

Interface with

nature
P.2.- Target setting and performance
management

P.3.- Reporting @
P.4 - Presentation

L.4- Interface with sensitive locations

P.1.- Strategy and resource allocation

A.l.- Risk and opportunity ID
ASSGSS

Vil FiEe A.2.- Adju_stment of ex_isting risk mitigation
Opportunities and risk opportunity management

A.3.- Risk and opportunity

measurement and prioritisation

Prepare

To Respond &
Report

[T

e A.4.- Risk and opportunity materiality assessment

. 1 R L .
mOMa"age”;'wiﬁggs%‘gﬂggf ' Significant amendments to the LEAP framework with respect V.04 | © Management Solutions 2026. All rights resented Page100



Annex 3: TNFD Framework
LEAPapproach: assessment

*—0

The assessment should be based on a quick, higlevel, preliminary scan of internal and external data and reference sources to gnerate a hypothesis aboutthe- 3 z J « ~ J
potential nature -related dependencies, impacts, risks and opportunities; and a determination of where likely skills and data gap lie and how those gaps will be addressed to
complete the scoped assessment successfully

o Generate aworking hypothesis e Aligning on goals and resourcing
What are the - 3 z J « ~bisthess proZesses and activities where there are likely to be Given the current level of capacity, skills and data within the organisation and given
material nature-related dependencies,impacts, risks and opportunities? organisational goals,what are the resource (financial, human and data) considerations and

time allocations required and agreed for undertaking an assessment?
1.1 Identify assetsand activities in direct operations and value chains

1.2 Identify where nature-related issuesmight exist acrossthe businessmodel and 2.1 Define goals and expected outcomes 2.3 Time horizons for the assessment
value chain 2.2 Approach to materiality 2.4 Evaluation of Knowledge, capacity, data
Supporting questions Supporting questions
B -
Does the organisation (and the assessment team) have a foundational understanding of natureelated ~ : What are the - 3 z J « “gdafs and exiected outcomes from a LEAP assessment? :

: What isthe - 3 z J « “appPoach te @ateriality? Who are the key stakeholders for TNFD-aligned
BRI IR IR I IR I IR T IR IR ' corporate reporting and what information will be material to them?

What level of assessment is feasible or appropriate at this time given the complexity of the- 3 z J « ~ J 0 -«
value chain? Should it be by product, process, input, business unit or site? 1

What activities and/or assets are inthe - 3 z J « “upstream and downstream value chains?

Where is it appropriate to place the boundaries around an analysis? What are the relevant business
activities, sectors, geographies and biomes?

How much revenue, expenditure or earnings is associated with each of these activities and assets?
By sector, value chain and/or geography?

mOManagen;rwea%gsgiﬁl;ﬂggﬁ © Management Solutions 2026. All rights resented Pagel01



Annex 3: TNFD Framework
Specific guidelines

—o
TNFD has produced a set of additional guidance to supportorganisations in identifying, assessing, managing and disclosing
their nature -related dependencies, impacts, risks and opportunities. These documents provide guidance but are not compulsory
.i. | No: ' [ S g ' 4 Guidance on engagement of
Sector guidance m Scenarioanalysis = Biome guidance B M _ gag .
9 | (1:% y k1% 9 @8 |ndigenous People, Local Communities
Additional guidance to apply the Guidance to support Guidance for organisations who Guidance for meaningful
TNFD Recommendations applies identification, assessment and choose to use scenario analysis engagement with local
to banks, insurance companies, disclosure of nature-related to explore  the possible communities that outlines the
asset managersand owners, and dependencies, impacts, risks and consequencesof nature loss and foundation of international
development finance opportunities in specific types of climate change. standards, guidelines and
institutions . ecosystem frameworks.

mOMGnagen;f\ggggsgi”f;ﬂggf © Management Solutions 2026. All rights resented Pagel102



Annex 3: TNFD Framework
International ESGstandards

ESG data transparency is an essential pillar for advancing sustainability. This is why in recent years we have seen the
emergence of multiple international standards and initiatives that promote environmental, social and governance

transparency as well as the disclosure of non  -financial information.

GlobalReporting An organization aiming to develop the first regulatory

framework that  will companies adhere to

Initiative _ _ ensure ad|
Standards environmental, social,economic and governance principles.
Integrated Published by the International Integrated Reporting Council
R " (IIRC)to provide a framework for organizations to report on |FRS
|peltlily issues such as their environment, business model, strategy, <
Framework performance and future prospects in anintegrated way.
: Offers a comprehensive set of resources designedto help
VaIueRepgrtlng organizations and investors develop a shared understanding
Foundation of businessvalue.
climeie Aims to advance and align the corporate reporting model 1:
Disclosure globally to bring natural capital in line with financial capital. “WCDP
StandardsBoard

A global initiative that seeks to provide a risk
management and disclosure framework for organizations to

TCFD

report on evolving risks and opportunities related to nature.

I * These proposed additional disclosures are in addition to those in the TCFD guidance, with a view to encouraging further

A/ . 1
Mg O ManagementSolutions .\ .o ment towards integrated sustainability (TCFD+TNFD),

Making things happen L — =2 =__— -/ 22 =

Seeks to establish a global baseline of sustainability

ISntern.atI(l))r_Ilgl reporting standards that will provide investors and other

ustainability financial market participants with information on companies'

StandardBoard sustainability risks and opportunities .

International : - - _
Financial - A not-for-profit public interest organization established to
. develop high quality, understandable, applicable and globally

Reporting accepted sustainability accounting and disclosure standards.
Standard

Sustainability Its mission is to establish and improve specific disclosure

standards in relation to environmental, social and governance

Accounting _ - S
i inancial significance.
e ssuesof financial significance
Carbon - An international organization that helps investors,
Disclosure companies, cities, states and regions disclose their
. environmental impact.
Project
Taskforceon
Climate-related Sets the global standard for the identification, analysisand
_ _ disclosure of information related to climate risks and their
Financial financial impact.
Disclosures

| © Management Solutions 2026. All rights resented Pagel03



Global context

Cross regulatory trends

Financial Regulatory trends

Annex

1. Social Taxonomy

2. Environmental Taxonomy

3. TNFD Framework

4. ISSB Sustainability disclosure standards

5. Corporate Sustainability Reporting Directive

6. New rules on Climate -related disclosures

7. Corporate Sustainability Due Diligence Directive
8. Supervisory expectations

9. ECB Supervisory Priorities

10. Final Guidelines on the management of ESG risks
11. Methodology for a Climate risk stress test

. Pillar 3 ESG
. Enhancement and Standardization of Climate -

Related Disclosures for Investors

. Final Guidelines on Environmental Scenario Analysis
. Omnibus legislative package
. Disclosure of climate -related financial risks




Annex 4: ISSB sustainability disclosure standards
Regulatory Context

In June 2023, the ISSB published the official version of the sustainability disclosure standards (S1 on general
requirements for sustainability  -related financial disclosures and S2 on climate disclosures) with the aim of creating a

global framework to ensure that companies provide sustainability -related information alongside financial statements.
Two new standards Regulatory roadmap

E The main objective of this new IFRS
Foundation body is to develop high quality
corporate sustainability disclosure standards

E In June 2023, the ISSB presented its first
two IFRS standards, marking a significant

November2021

. i isati March 2022
that are widely accepted globally. mllesto_ne. tgwqrds _the stan_dardlsatlon_ of Marcn cVzz Crention of the 1556, ac
ESGcriteria in financial reporting. To achieve Presentation of the first  of the IFRS '
E The creation of the ISSBand the issuanceof this, it has built on already recognised two drafts Ddraft IFRS S1 EiLn%ati()en
the Sustainability IFRSis a response to the frameworks . such asthe TCED. and draft IFRS S2- '
need to address certain current concerns in ’ and launch of the August-
_ _ consultation periog D—g—b 2022
: . ecembper
= el i IFRS S1 Generalrequirements for c i df
' ; (AT = sustainability-related financial onsuitation period tor
a. Addressing climate and sustainability =l . Yy June 2023 analisis andcomments
related impacts. ISCIOSUTES n . from entities.
Official publication
a. Tailoring ESGreporting to the needs of IFRS S1and S2 January 2024
investors and capital markets, focusing IFRS S2 Dissemination of climate- . .
. - . — : : Effective entry into force for the
on their specific requirements. = al related information

financial year and assumption of
responsibilities by TCFD?

E IFRSS1 and S2 fully incorporate the TCFD
onwards, the IFRS Foundation will assume periods b_eglnnlng onor ‘?‘“er 1 Jangary
the responsibilities of the TCED 2024, which meansthat investors will start
P : to seeinformation in 2025.

2025

First disclosuresin entities' financial
statements

O ManagementSolutions  *Thesestandardsare accompaniedy guidelinesillustrating certainaspectsof the standards ForIFRS 2ndustryguidelineshavealsobeendevelopedto suggest ) .
Ms Making things happen  possiblewaysof applyingsomeof the disclosurerequirementsof IFRS S2. © Management Solutions 2026. All rights resented Page105
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Annex 4: ISSB sustainability disclosure standards
Executive Summary

The first standard (IFRS S1) refers to sustainability

on climate -related disclosures

IFRS S1

IFRS S2

IVG.O ManagementSolutions

Making things happen

@ Target

Y Provide a framework of general
principles to communicate in a clear

and transparent manner relevant
information on the significant
sustainability-related risks and

opportunities faced by entities in the
short, medium and long term.

Y Enable investors to properly assessthe
value of organisations.

v Provide a framework for disclosing
information about a company's
exposure to significant climate-related
risks and opportunities, enabling key
stakeholders to assessthe impact on
the company's financial position,
results, cash flows, strategy, business
model and value.

=V  General content *

Vv Four general pillars on which
information should be disclosed
e Governance
e Strategy
e Riskmanagement
e Objectives and metrics

v Four blocks of general
requirements.

v Four premises when reporting
information : fair presentation,
materiality, reporting and connected
information .

disclosure

Vv Four general pillars on which
information should be disclosed

e Governance

e Strategy

e Riskmanagement

e Objectives and metrics

* Althoughthere is no requirementfor the reportedinformation to be certified by third parties it isrecommendedhat the content of the disclosurede audited
to enhancetheir quality andreliability. Inaddition, the IFR$-oundationis workingwith the IAASBo addresshis importantissue

/© Location

v Entities should provide sustainability
information as part of their overall
financial reporting. However, at this
stage, where these disclosures should
be presented has not yet been defined
in the standards; it is left open for each
jurisdiction to define.

-related disclosures while the second standard (IFRS S2) focuses

First reference date: Reporting for
financial years starting on or after 1
January2024.

For the first financial year,
sustainability-related information is
allowed to be disclosed after the
financial statements have been
published. However, in applying this
exemption, entities are given three
different timing options for reporting
their sustainability-related information .

Also, the following exemptions may be

appliedin the first annual exercise:
Maintain the method used for GHG
measurement (if different from the
"GHG Protocol" methodology) if it
was used before implementing the
standard.
Scope 3 issues are not required to
be disclosed if the entity is involved
in asset management, commercial
banking or insurance.

© Management Solutions 2026. All rights resented Pagel06




Annex 4: ISSB sustainability disclosure standards

S1 Detall

IFRS S1 requires entities to disclose material information about sustainability
could reasonably be expected to affect the entity's prospects.

MAIN CONTENT TO BE DISCLOSED GENERAL REQUIREMENTS

030vernance E The governing bodies responsible for oversight of
sustainability-related risks and opportunities .
{@ E The role of managementin governance control and oversight
processes
9 Strategy E Risksand opportunities that may affect performance
E The current and anticipated effects on the company's
o oy . businessmodel, value chain and financial position.
AN l§ The effects of the strategy on decision-making.
E Resilienceof the strategy and businessmodel.
eManagem
ent ~ . : i I
Tl E Proc_esses angl po_I!C|es used to identify, assess prioritise and
monitor sustainability-related R&O*.
9 9 © E The level to which processesand policies are integrated into the
%J company's overall risk managementprocess.
*R&O: Risksand opportunities
Metrics
and E For eachrisk and opportunity identified, it shall disclose:
objectives Metrics required by the IFRS Sustainability Disclosure
O=— Standard.
TD Metrics used for measuringand monitoring

Main disclosure requirements

Sources of
guidance

Location of
information

Reporting
period

Declaration
of
conformity

In addition to IFRSSL1, the applicability of SASBstandards, the CDSB
Guidelines for water and biodiversity related reporting, or other
general disclosure standards such as European Sustainability Reporting
(ESRS¥hould be considered.

Sustainability information shall be presented as part of general
financial reporting. Exact location open to each jurisdiction's definition
e.g. "management report”, "management's analysis report",
"operational and financial review", "integrated report" or "strategic
report".

The information shall be reported at the sametime as, and cover the
sametime period as,the entity's corresponding financial statements.

An entity shall disclose comparative information in respect of the
previous period for all amounts disclosedin the reporting period.

-related risks and opportunities that

—

Faithful presentation

- The information reported shall
give a true and fair view of the
entity “s position.

e Materiality

- Material information that may
affect the entity in the future
shall be disclosed

e Reporting

- The information reported shall
be the same as that included in
the financial statements.

|7

Premises

Connected information
- Users should be able to

understand the  connection
between:
- Different sustainability-

related information items.
- The different reports of the
entity .

Thedisclosuraequirementgequireentitiesto disclosanformationabouttheir sustainabilityrelatedrisksand opportunitiesthat is usefulto usersof

generalfinancialreportingin makingdecisiongelatedto the provisionof resourcedo the entity.



Annex 4: ISSB sustainability disclosure standards

S2 Detall

IFRS S2 requires entities to disclose information about climate
affect the entity's financial flows, access to funding or cost of capital in the short, medium or long term.

v IFRS S2 is the first IFRS S thematic
standard (addressing the "E" of ESG),
with afocus on the environment.

v Within "E", it focuses on climate-related
risks and opportunities .

v It is basedon the four pillars included in
IFRS Sl1: governance, strategy, risk
management, and metrics and
objectives.

Y Its scope can be summarisedas shown in
the diagram below.

Scopeof IFRS S2

NNS
associated
with climate

change

Risk
Physical

Risk

Transition

-related risks and opportunities that may reasonably

MAIN CONTENT TO BE DISCLOSED

i<t

GOVERNANCE

& Pt
PR
STRATEGY

d The governing body or responsible person and how
responsibilities regarding climate-related R&O are
reflected in the powers and mandates.

d Role of management in the governance processes
controls and procedures in place to monitor,
manage and oversee climate-related R&O.

d Climate-related R&O* that can reasonably be
expected to affect an entity's prospects

d The current and expected impacts of these climate-
related R&O on the business model and the value
chain.

d The effects of these climate-related R&O on
strategy and decision making

d The impact of these climate-related R&O on the
financial situation

RISK
MANAGEMENT

o

20

METRICS AND
TARGETS

d The processes and related policies that the entity
uses to identify, assess prioritise and monitor
climate-related risks.

d The processes the entity uses to identify , assess
prioritise and monitor climate-related
opportunities ,

d The extent to which and the way in which
processesfor identifying , assessing prioritising and
monitoring climate-related R&O are integrated into
risk management.

d Cross-sectoral metrics (e.g., scope 1,23 GHG
emissions number and percentage of assets or
business activities vulnerable to climate-related
physical or transitional risks).

d Sectoral metrics associatedwith particular business
models, activities or other common features that
characterise participation in a sector.

d Targets set by the entity, and any targets it is
required to meet, to mitigate or adapt to climate-
related risks or take advantage of climate-related
opportunities .

*R&O: Risksand opportunities

In addition, IFRS S2ncludesimplementation guidanceon the following concepts:

Climate-related objectives

Climate Resilience Greenhouse Gases (GHG)

Categories of crossectoral metrics




Annex 4: ISSB sustainability disclosure standards

Financial Sector Guides
The financial sector specific guidance lists the functional blocks to be addressed and the corresponding metrics to

be disclosed by the financial institution.

Functional blocks
: . . . : v Number of assetsunder managementper assetclass using ESG andsustainability integration.
Incorporating environmental, social andgovernance : s . . . . )
5 v Description of the approach to incorporating ESGfactors into investment or wealth management processesand strategies.
g v Description of proxy voting and shareholding policies/proxy voting procedures of investees.

v Description of the approach to incorporating ESGfactors into credit analysis

Asset
management: factors into investment managementand advice

v Description of the approach usedto incorporate ESGfactors into investment managementprocessesand strategies.

- Commercial : Incorporating environmental, social andgovernance
factors into credit analysis

ini .
=—— banking :
© Incorporating environmental, social andgovernance
factors into investment management

v Net premiums written related to energy efficiency and low carbon emissions
v Analysisof products that encourage health, safety or responsible actions or behaviour.

v Maximum Probable Lossof insured products due to natural catastrophes.

v Description of the approach to incorporating environmental risks into the individual contract underwriting processand risk management

Policies designed to encourage responsible
v Total amount of monetary lossesattributable to modelled and non-modelled natural catastrophe insurance claims, by type of event and

: behaviour
geographicalsegment.

-ie
? Insurance

Exposure to physical risk
at entity level.
v Revenuesfrom underwriting , advisory and securitisation transactions incorporating ESGfactors.

v Number and total value of investments and loans incorporating ESGfactors by sector.
v Description of the approach to incorporating ESGfactors into banking and intermediation activities.

Mainstreaming environmental, social and
v Number and value of mortgage loans in flood zones over 100 years.
© Management Solutions 2026. All rights resenfed Page109

7~y [nvestment
governance factors into investment banking
v Total expected loss and loss given default (LGD) attributable to default and delinquency on mortgage loans due to weatheirelated
v Description of how climate change and other environmental risks are incorporated into mortgage origination and underwriting.

1 banking
: natural catastrophes, by geographic region.

Environmental risk for mortgaged properties

m Mortgages

m’o ManagementSolutions
Making things happen



Annex 4: ISSB sustainability disclosure standards

Financial Sector Guides

Based on the four general pillars on which the information must be disclosed, a series of indicators and sub
indicators are mentioned that must be included in order to comply with the requirements of IFRS S1 and IRFS S2.

Indicators: Sub-indic. || Indicators: Sub-indic. Indicators: Sub-indic. | Indicators : Sub-indic.
v Governing bodies responsible for v R&O that may affect results 4 Y Processes and related policies to 6 Y Metrics required by an 1)
— oversight of sustainability-related 5 identify, assess prioritise and applicable IFRSS1 standard. 1
N R&O. v Effects on business model, value monitor R&O, Y Metrics used to measure and
0 chain and financial position 6 monitor R&0O that could
o Y Management's role in governance 5 Y Extent and manner in which these reasonably be expected to affect
LL control and oversight processes v Effects on decision-making processes are integrated into, and N/A the entity's prospects and 11
- 3 inform, the entity's overall risk performance in relation to that
Y Resilience of strategy and business managementprocess. R&O, including progress against
model any targets (legally binding or set
2 by the entity).
Government Risk management Objectives and metrics
Government Risk management Objectives and metrics
Indicators: Sub-indic. | | Indicators: Sub-indic. | | Indicators: Sub-indic. | Indicators : Sub-indic.
¥ Governing bodies responsible for v Climatic R&O that may affect the 4 v Related processes and policies to 7 ¥ Relevantinformation for cross- 14
climate-related R&O oversight. 5 results. identify, assess prioritise and sector metrics (e.g., Scope1.2,3
o\ monitor climate R&O, Emissiong
wn ¥ Management's role in governance v Effects on business model, value 8 ¥ Industry-basedmetrics (see
wn control and oversight processes chain and financial position v Extent and manner in which these Industry-basedGuidanceon N/A
x 2 processes are integrated into and N/A ImplementinglFRS Sp
LL v Effects on decision-making 7 inform the entity's overall risk v Targetsto mitigate or adapt to
(including transition plans). managementprocess. climate risks or take advantage 17
*Can be merged with IFRSS1 . ) of opportunities including
v Resilience of strategy and business 6 Metrics to measureprogress 4

model.

moManagementSoluti(oMetrics in this block should include those associatedwith particular businessmodels, activities or other common features that characterise participation in a sector.

Making things happen

towards these targets.
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Global context

Cross regulatory trends

Financial Regulatory trends

Annex

1. Social Taxonomy

2. Environmental Taxonomy

3. TNFD Framework

4. ISSB Sustainability disclosure standards

5. Corporate Sustainability Reporting Directive

6. New rules on Climate -related disclosures

7. Corporate Sustainability Due Diligence Directive
8. Supervisory expectations

9. ECB Supervisory Priorities

10. Final Guidelines on the management of ESG risks
11. Methodology for a Climate risk stress test

. Pillar 3 ESG
. Enhancement and Standardization of Climate -

Related Disclosures for Investors

. Final Guidelines on Environmental Scenario Analysis
. Omnibus legislative package
. Disclosure of climate -related financial risks




Annex 5: Corporate Sustainability Reporting Directive
Introduction and context

Corporate Sustainability Reporting Directive (CSRD) mandates companies to report in compliance with EU Sustainability
Reporting Standards (ESRS). In November 2022, the EFRAG ! published its final version of these standards

Oct 2014 Jun 2019 Nov 2019 Jun 2020 Apr 2021 Jul 2021 May 2022 Nov 2022 June 2023
Non-Financial Non-binding Sustainable Finance Taxonomy CSRD proposal EC disclosures ESRS (draft) ACSRD Final versioAdoption of
Reporting Directive  guidelines to comply Disclosures Regulation (TR) . ' Delegated
(NFRD) with NFRD. Regulation (SFDR) mandating EFRAG Regulation of TR AEFRAQ Sector  Sector
incorporating TCFD to dev_elop (Art. 8) agnostlc ESRS agnostic
recomendation3 reporting standards (final) Delegated Act
(draft)

A Replaces NFRD
A Strengthsthe existingreporting requirements of the NFRD
A Extends the scopef companies which are required to report on sustainability matters.

A Togeghgr withthe SFDR and the Taxonomy Regulatiena central component of thzajstainability reporting requiArements
dzy RSNLIAYYAy3 (GKS 9! Qa adzadlAylofS FTAYylIyOS adaNrGS3aeo

ESRS A Set out the reporting requirementsn sustainabilityrelated impacts, risks and opportunities under the CSRD
A Aim at ensuringnore comparable and standardized reporting

(1) EFRAG is a private association established in 2001 with the encouragement of the EC to serve the public interest. BIAS exssion in 2022 following the new role assigned to EFRAG in the CSRD,

NG'OManagementSolutions providingTechnical Advice to the EC in the form of fully prepared draft ESRS and/or draft amendments to these Standards.

@)

A\ 4

>

Making things happen (2) TCFD recommendations have been compared to the new E$SRSdn © Management Solutions 2026. All rights resented Pagel12




Annex 5: Corporate Sustainability Reporting Directive

CSRD overviewb Main updates

CSRD revises and strengthens the existing rules introduced by NFRD in order to ensure that companies report reliable and
comparable sustainability information needed by investors and other stakeholders

NFRD CSRD

Information related to: Same information, but with additionahandatoryrequirements, such as:

I) Environmental matters A Double Materiality.
What informationshall be i) Social matters and treatment of employees A A description of theSHG reduction targetsat least for2030 and
published? lii) Respect for human rights 2050 where appropriate

Iv) Anticorruption and bribery A Consideration o$hort, medium and longerm time horizons

v) Diversity on company boards A Information disclosed in accordance willR, Article 8
;th(rllue;;\rl\égcheportlng A Voluntaryreporting framework A Mandatory New ESREC Delegated Act expectedJune 2023

A Large publignterest companie> 500employees), i.e.
companies listed on EU regulated markets, banks, and A All large companieqlisted and noHisted on EU regulated markets).
insurance companies, as well as those designated by | A All listed SMEs
Member States as publioterest entities

Who shall publish?

A Yes, aropinion by the statutory auditor, audit firm or independent
verification service provider based on a limited assurance engagement as
regards the compliance of the sustainability reporting with the CSRD
requirements(assurance standards to be defined by 1 January 2026).

A No, itis not. Only minimum requirement for the
statutory auditors to check whether nefmancial
information has been provided

Is thethird-party
assurancenandatory?

What kind of report/s and A Option for nonfinancial statements to be included in the A Noninancial statementinth® 2 YLJ Y& Q& Y I yIinmhsYSy i |

h to disclos@ management reportor in a standalone report(max. 6 months after the balance sheet date).
RCEE erelislots months after the balance sheet date). A Assurance opinion
In what format? A Online/PDF. A Mandatory to be publisheih single electronic reporting formafXHTML).

mOMGnagementSO’"tm"S (1) Green House Gas © Management Solutions 2026. All rights resenfed Pagel13
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Annex 5: Corporate Sustainability Reporting Directive
CSRD overviewb Companies under scope and timeline

CSRD will apply to a broader group of companies, estimated to approximately 50 thousand companies in total 1. The new rules
will be adopted gradually by the companies, starting in 2025 by those that are already subject to the NFRD
ﬁj Gradual approach 2
at least two of the following criteria on the balance sheet date of
the parent company:

1) G201t oFflyOS aKSSO 2F wn YAftA2Y ¢
2) ySG GdzNYy20SNJ 2F nn YAftA2Y €

3) average number of employeeduring the financial year: 2026 O

c All large companieqlisted or nonlisted) that exceed the limits of

Companies subject the NFRD

250.
All listed companiegincludingSME$ that exceed the limits of at . .
. o Large companies not subject
least two of the following criteria: to NERD
1) oFflyOS &aKSSG4 dz2aGltY opn GK2dzal yR €T ® T
2) YySUO GdaNYy20SNY Ttnn GK2dzAlFYyR €T —
3) average number of employeesduring the financial year: Listed SMEs, small and ron
10. complex credit institutions
e Non- EU companies listedn EU regulated markets withl 50 2029 i) GEEE (ITEUENEE
million net turnoverin the EU for each of the last two consecutive o compames
financial years, if they have at least one subsidiary or branch in the
EU that is a large company, and B8 subsidiariesf nonEU Third-country companies

companies with a net turnover of more than EUR 40 million.

(1) According to the European Commission, the new requirements of CSRD will cover 50 thousand co@pearuestesustainabilityreporting (europa.eu)
(2) Years corresponding to the first disclosure, maximum 12 months after the end of the previous financial year.
. (3) For atransitional period of two yearspossibility of optingout from CSRD reporting requirements, provided they briefly state in their management report why thiealbiéity information has not been provided.

mOManagen’LiIJ’fgsgi”f;gggi © Management Solutions 2026. All rights resented Pagel14



https://finance.ec.europa.eu/capital-markets-union-and-financial-markets/company-reporting-and-auditing/company-reporting/corporate-sustainability-reporting_en
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Annex 5: Corporate Sustainability Reporting Directive
ESR Overview

European Sustainability Reporting Standards consists of 12 sector agnostic standards that cover general and specific
requirements on environmental, social and governance topics

- ESRS content = Reporting areas

&/ e

: . I All the Disclosure Requirements except ESRS 1 cover the
Cross- cutting ESRS 1 General requirements following reporting areas
standards ? ESRS 2 General disclosures

2 Governance (GOV): governance processes,
ESRS E1 Climate change Wiy controls and procedures used to monitor and

ESRS E2 Pollution manage impacts, risks and opportunities

9{w{ 90 2FGSNJFYR YINARYS NBaz2dz2NDSi
v . e A P - B K2¢g (GKS O2YLIl yeQa ai
9 { W{ on - AZRAOSNRAUE | )f Rﬂ Sérn% %Zsmg:/s%moaaels interact with its material
ESRS E5 Resource use and circular economy impacts, risks and opportunities, including the
strategy for addressing them

Topical ESRS S1 Own workforce
- {&¢ management (IRO): the processes by which
ESRS S3 Affected communities @ impacts, risks and opportunities are identified,
ESRS S4 Consumers and-esers assessed and managed through policies and actions

A Metrics and targets (MT): how the company
ESRS G1 Business conduct II measures its performance, including progress
towards the targets it has set

o

(1) they apply to all sustainability matters; 2 already recommended by TCFD

ﬂ@.o ManagementSolutions

Making things happen © Management Solutions 2026. All rights resenfed Pagel15



Annex 5: Corporate Sustainability Reporting Directive
ESRS 1 General Requirements Main disclosure requirements

The first section (ESRS 1 1 General Requirements) establish the general requirements that companies must comply with when
preparing and presenting sustainability  -related information

o— Impacts, risks and opportunities in relation to ESG matters should be disclosed.
E_ Material information ~ on impacts, risks and opportunities in - The information shall enable the understanding of tenpany® impacts on those
{/M relation to ESG matters impacts, risks and opportunities and how they affect the compaxieglopment,
performance and position

The companies shoulzhalyze and disclose both positive and negatistestainable
related impacts.

@ Positive and negative impacts

There are other two requirements types:

@ Sector - agnostic applicable to all companies entity A Sectorspecific disclosure requirementsapplicable to all companies under
t;:/ specific disclosures that reflect the unique and specific CSRD/ESRS scope within a sector, currently under implementation.
¥— situation of an entity A Entity-specific disclosuresg disclosures that are not covered with sufficient

granularity, that reflect the unique and specific situation of an entity.

Material impacts, risks and opportunities relateddwect and indirect relationships
@0% Covering direct and indirect relationships in tinestream of the company in theipstream and/or downstream value chaishould be disclosed.
U and downstream value chain (real /estimated) If the company is not able to collect the information on upstream and downstream

value chain, it should be estimated using se@wverage data and other proxies.

oloD Transitional period for the first 3 years Companies may adoptansitional measures for preparationf some information: 1)
1) entity-specificdisclosure entity-specific disclosure; 2) value chain information (if required information is not
<::®::> 2) valuechaininformation available, the company should explain the reasons and plans to obtain it in the future).

NGOManager%&;#;gi;l;f;;g; © Management Solutions 2026. All rights resented Pagel16



Annex 5: Corporate Sustainability Reporting Directive
ESRS 1 General Requirements Form requirements

When preparing its sustainability statements, the company must apply some requirements related to form of the reports: time
horizons, presentation, structure and relation with other reports

L,

O

Preparation and presentation Structure of statements 2
A Reporting period consistent with A Same reporting company as in A One single section of the References to other reports may be
the financial statements. financial statements. management report, including the included (e.g. another section of the
A Comparative information must be A Annual comparative information disclosures pursuant to Article 8 of report, financial statements, corporate
presented in respect of the base for all metrics required EU Taxonomy Regulation. governance report, remuneration report,
year. A Reasonable assumptions and A 4 parts: general information, public disclosures under Pillar 3 in the
A Short-, medium- and long-term for estimates should be used, environmental information, social case of institutions and investment
reporting purposes?: including scenario or sensitivity information and governance firms)
A short -term: the period adopted analysis information. Those disclosures have to meet
by the undertaking as the A The definition and calculation of some criteria: information clearly
reporting period in its financial metrics , must be consistent over identified, published at the same time as
statements time. the management report, same level of
A medium -term: from the end of A Restatements required for assurance, available with the same
the short-term reporting period material prior period errors technical digitalization requirements

per above to five years
A long -term: >5 years.

(1) If different definitions of medium- or long-term time horizons are required for specific items of disclosure in a topical or sector specific ESRS, the definitions in the [draft] topical or sector specific ESRS prevail.

moMa"age%i’,}ntgsﬂ,‘ﬂa‘ﬂf (2) See Annex for the example of a structure of the sustainability statement © Management Solutions 2026. All rights resented Pagel17



Annex 5: Corporate Sustainability Reporting Directive
ESRS 1 GeneraRequirements Double materiality (2/3)

Double materiality has two dimensions: impact materiality and financial materiality; their assessments are inter -related and the
interdependencies between the two dimensions shall be considered

-
[ Severity ] + Likelihood ]
./_/I\, -
pd
O ( Scale \ ( Scope \ (Irremediable \ ( Likelihood \
E How grave the How widespread character Degree of
E negative impact ig the negative / Whether and to certainty of an
=) / how beneficial positive impacts || what extend the event occurring
the positive are negative impacts
impact is for could be
people or the \ PN remediated 9 )
I
prd ] Actual Severity
o Negative
= impact ) - -
8 Potential Severity Probability
_
a
& N Actual Scale Scope
Positive
I impact _ =
Potential Scale Scope Probability

A In the caseof a potential negativehumanrightsimpact, the severityof the impacttakes

precedenceoverits likeli

hood

m’o ManagementSolutions

Making things happen

(1) The materiality perspective of the Non-Financial Reporting Directive covers both financial materiality and impact materiality (environmental

and socia), whereas the TCFD considers a financial materiality perspective only

Financial effect + Likelihood
Influence of the impact on future cash Degree of certainty of an event occurring
flows

Risks and opportunities may derive from past events or future events and may have effect:
in relation to:

Assets Liabilities Capitals

Already recognized or that may be
recognized as a result of future events

A Capitalsstandsfor factors of value creation that do not meet the financial accounting
definition of assetsand liabilitiesand/or the related recognitioncriteriabut contribute to
the generationof cashflows and more generallyto the developmentof the company

© Management Solutions 2026. All rights resenietd@agel 18



Annex 5: Corporate Sustainability Reporting Directive
ESRS 1 GeneraRequirements Double materiality (3/3)

A sustainability matter is fimaterial o for the company when it me
materiality or both

MANDATORY REPORTING INFORMATION

STEPS FOR DETERMINING MATERIALITY

ANALYSE THE CONTEXT ESRS 2
_ _ _ o Clenelel Disclose in the
Understanding of the context in relation to its impacts disclosures relevant ESRS

including its activities, business relationships,
sustainability context and stakeholders.

IDENTIFICATION OF IMPACTS

|dentification of actual and potential impacts (both Develop and
negative and positive), through engaging with relevant a‘é‘ji‘t:i'gflgl
stakeholders and experts. information
when if not
MATERIALITY ASSESSMENT covered

Assessment of the materiality of its actual and
potential impacts.

1
2
3
4

DEFINITION OF THRESHOLDS A Undertakingwith lessthan 750 employeesmay omit: scope3 GHGemissionsdata and the

. : : disclosurerequirementsspecifiedin the standardon own workforce (ESRSL) in the first year

Determination of the material matters. The that they apply the standards and the disclosurerequirementsspecifiedin the standardson

undertaking shall adopt thresholds to determine which biodiversity (ESRE4), on valuechainworkers (ESR®), affected communities(ESRS3), and
. . . . . consumersandend-users(ESR$4) in the first two yearsthat they applythe standards

Of the |mpaCtS Wl” be Covered IN Its SUStamablllty A All undertakingsmay omit the following information in the first year that they apply the

statements. standards anticipatedfinancial effects related to non-climate environmentalissues(pollution,

water, biodiversity,and resourceuse) and certain datapointsrelated to their own workforce
(socialprotection, personswith disabilities,work-relatedill-health, andwork-life balance)

(1) List of datapoints in cross-cutting and topical standards that are required by EU law which stem from other EU legislation (SFDR, EU

mOManage%igggsgiL;izggf Benchmarks, Pillar Ill, EU Climate law ..) © Management Solutions 2026. All rights resenfed Pagel19



Annex 5: Corporate Sustainability Reporting Directive
ESRS Comparison with TCFD

When comparing TCFD ! and ESRS it is important to point out that TCFD recommendations focus on climate change related
disclosure while ESRS's scope is much broader, covering other ESRS topics

ESRS content Comparison TCFD

ESRS 1 General requirements N/A GOVERNANCE

ESRS '2 General disclosures ESRS 2 covers embeds T@&Rrnance

recommendationsand extends disclosure

ESRSElCIlmatechange ........ o/ Similarities identified requirements to all sustainability matters,
@sEEEEEEEEEEEEEEEEEEEEEEEES AR , not only Cllmate:
ESRS E2 Pollution N/A A GOV (The role of the administrative,
9{w{ 90 2FGSNJIYR YI N/A NI management and supervisory bodies),
9{w{ 9n .A2RAOSNEAL?S S 30 A GOV?(Inf_o_rmatlon provided to and
_ sustainability matters addressed by
ESRS E5 Resource use and circular econon N/A iKS O02YLI yeQa | RYA
_ management and supervisory bodies),
Topical ESRS S1 Own workforce N/A A GOV3 (Integration of sustainability
standards ESRS S2 Workers in the value chain N/A related performance in incentive
ESRS S3 Affected communities TR schemes). Ad(_jltlonally, I_ESRS E1l refers
to GHG emission reduction targets
ESRS S4 Consumers and-esers N/A inclusion in incentive schemes.
ESRS G1 Business conduct N/A

moMa"age%iﬁntgsgf,'f;ﬂgﬁ © Management Solutions 2026. All rights resented Pagel20



Annex 5: Corporate Sustainability Reporting Directive
ESRS Comparison with TCFD

When comparing TCFD ! and ESRS it is important to point out that TCFD recommendations focus on climate change related
disclosure while ESRS's scope is much broader, covering other ESRS topics

ESRS content Comparison TCFD

STRATEGY
ESRS 1 General requirements N/A TCFD strategy recommendations are
. ESRS 2 General disclosures o/ Similarities identified covered in ESRS E1. ESRS E1 is more
.................................................. Specific on Some topics:
ESRSElCIlmatechange """" «/ Similarities identified A Concept of lockedh emissions and

Ty e R related Stranded aSSGtS

ESRS E2 Pollution o 5 NIA _ A Policies on both strategy and risk
9{w{ 90 2FTUSNIIYR YI N/A NJO management processes.
9{w{ 9n .A2ZRAOSNEBAGES CNA 30 A Need_of r(_ag:onciliat?on bgtween
. sustainability and financial statements.
ESRS ES Resource use and circular econort N/A A Climaterelated financial impacts more
detailed and separated between
Topical ESRS S1 Own workforce N/A ohysical and traF;]sition
SECENTS ESRS S2 Workers in the value chain N/A A More specific on emissions targets and
ESRS S3 Affected communities N/A does not allow the use of carbon
credits/offsets.
ESRS S4 Consumers and-&sers N/A A More details on potential financial

effects (business activities at risks,

market size for low carbon solutions,
ESRS G1 Business conduct N/A real estate assets by energfficiency

classes, list of assets at physical acute

and chronic risks, etc.)
© Management Solutions 2026. All rights resenfed Pagel21
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Annex 5: Corporate Sustainability Reporting Directive
ESRS Comparison with TCFD

When comparing TCFD ! and ESRS it is important to point out that TCFD recommendations focus on climate change related
disclosure while ESRS's scope is much broader, covering other ESRS topics

ESRS content Comparison TCFD

ESRS 1 General requirements N/A
. ESRS 2 General disclosures  : </ Similarities identified RISK MANAGEMENT
................................................... TCFD strategy recommendations are
" ESRS E1 Climate change Q/ Similarities identified covered in ESRS 2 (R®Mescription of the
ESRSEZ PoIIutlon """""""""" A processes to identify and assess material
L. . impacts, risks and opportunities) and ESR®
9{w{ 90 2FUSNIFYR Yl N/A ND E1. ESRS is more specific on some topics:
9{w{ 9n .A2RAQOSNEBAGES CN/A 4 G A Notonly risk and opportunities are
ESRS E5 Resource use and circular econorr N/A conS|qured bUt. alsc_)_posmve :_;md
negative sustainabilityelated impacts
: that are connected with the
ESRS S1 Own workforce N/A . A
St;ﬁg:ﬂs | | dzy RENI F 1Ay 3IQa o dza
ESRS S2 Workers in the value chain N/A A Policies required on both strategy and
ESRS S3 Affected communities N/A risk management processes
ESRS S4 Consumers and-esers VA A More details on physical and transition
risks identification and assessment
ESRS G1 Business conduct N/A
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Annex 5: Corporate Sustainability Reporting Directive
ESRS Comparison with TCFD

When comparing TCFD ! and ESRS it is important to point out that TCFD recommendations focus on climate change related
disclosure while ESRS's scope is much broader, covering other ESRS topics

ESRS content Comparison TCFD

ESRS 1 General requirements N/A METRICS
: ESRS 2 General disclosures Q/ Similarities identified TCFD strategy recommendations are
.................................................. sz [ FERE Fil, EERS o e seem]
' ESRS E1 Climate change o/ Similarities identified on some topics:
T SERREERREEE R A Energy Consumption and miX and
ESRS E2 Pollution o ) NIA . energy intensity per revenue
9{w{ 90 2FUSNIIYR YI N/A NI A More details on GHG emissions
9{w{ 9n .A2RADSNEALGEL TNA 3 i A Distinction between removals, and
. carbon credits
ESRS E5 Resource use and circular econorr N/A A Clarification on reporting scope
: (operational control)
Topical ESRS S1 Own workforce NIA A More details on potential financial
standards ESRS S2 Workers in the value chain N/A effects and opportunities
ESRS S3 Affected communities N/A A Turnover,CapExOpEx EU Taxonomy
ESRS S4 Consumers and-esers A A More specific requirements on GHG

targets, values aligned with 2030 and
2050 (e.g. renewable energy
_ deployment, energy efficiency)
ESRS G1 Business conduct N/A A Use of carbon offset (outside the

dzy RSNI F {1 Ay3Qa g f «
from GHG emission <
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Annex 5: Corporate Sustainability Reporting Directive

About TCFD

TCFD recommendations provide guidance on how to report climate

-related financial disclosures. These define four categories of

recommendations to be applied in all organizations, including financial information related to governance, strategy, risk man agement and
indicators and objectives

a Processes to identify and evaluate

climate change risk.
Processes to manage risks related to
climate change (e.g. how decisions to
mitigate them are made).

6 How these processes are executed within
the organization's global risk management

framework.

6 Metrics to evaluate risk and opportunities
over climate change based on its strategy
and risk management.

@ GHG Emissions.

Objectives applied to climate risk and
opportunities, and results on these
objectives” execution.

Aﬁ'oManagementSolutions (1) TCFD: Task Force on Climate-Related Financial Disclosures

Making things happen

Board supervision of the risks and
opportunities related to climate change
(i.e. the frequency with which matters
related to climate change are reported)
The role of senior management on the
analysis and control of the risks and
opportunities related to climate change.

Risks and opportunities related to
climate change that the organization has
identified in the short, medium and long
term.

Its impact on the businesses |, the
strategy and financial planning of the
organization.

The impact on different scenarios,
including the 2°C scenario.

<
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Annex 6: New rules on Climate-related disclosures
Introduction and executive summary

In May 2022 the SEC published a proposal ewrrules on the enhanced disclosures
by certain investment advisers and investment companies about ESG investment practices

Currentlythere are no specificrequirements about what a fund or adviserfollowing an ESGstrategymust includein its disclosuresThesesituation generatesa
numberof risksfor marketparticipants suchas

{ 1] A Riskof exaggeratedabels labelingthemselvesasd 9 { @ 3 KBdB & dza ( | ik ayi effort tdSadtract investorsor clients,whenthe ES@elated featuresof
their investmentstrategiesmaybe limited.
% A Inconsistencyof information concerninghow ESGfactors are consideredin their investment strategiesto investors,other market participants,and the
Commission

A Minimum disclosurerequirements for ESGFocusedrunds,including
GHGemissions |
A Sreamlined disclosure for Integration Funds that consider ESGE
factors,amongothers,
A Fundsto tag their ESGdisclosuresusingthe Inline XBRE structured !
datalanguage

A Adviser brochure (Form ADV Part 2A) is amended to include information
about ES@elated disclosuresfrom registered investment advisers that
considerESactors as part of their advisorybusinessegseveralelementsin

Overview of the commonwith the requirementsproposedfor registeredfunds).

Proposals

A RequirecertainESGeportingon FormsNCENand ADVPart 1A, whichare XML=structuredforms.
A Addressthe accuracyof ES@isclosuresnadeto clients,investorsandregulatorsand portfolio managemenprocess

A Finalpublication(uncertain the consultationperiod finishedon 16 July2022).
A Adoption followingthe efffectivedate of publication

A Oneyearfor the followingelements i) someproposeddisclosurerequirementsin prospectusesindfor UITs i) the proposedregulatoryreportingon

3 | Next steps e : . .
b e s FormN-CEN, andli) the proposeddisclosureequirementsandregulatoryreportingon FormADVPartsl and 2.

', A 18monthsF2NJ &2YS FRRAGAZYLFE AYyF2N¥EGAZ2Y NBIFNRAY3I +Fyeé I &adzy HGendssiohs. | y R
. ; 1) Extensible Business Reporting L
mOM“”age%iﬁﬁgsgjﬁﬂgﬁ (1) Extensible Business Reporting Language Accesghe full report D © Management Solutions 2026. All rights resented Pagel26
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Annex 6: New rules on Climate-related disclosures

Fund Disclosure

The proposed rules would require the three different types of registered funds to disclose to investors
how they incorporate ESG factors into their investment selection processes and in their investment strategies

o Integration Fund disclosure ) ESG- Focused Fund disclosure 3 Unit Investment Trusts disclosure

Summarizelescriptionof: A Key information about their consideration of ESG A UITwith portfolio securitiesselectedbasedon one
. . . factors in aabular format! or more ESGfactors would have to explain how

A how the fund incorporates ESGfactors into its P
s e e A Engagemenwith issuers on ESG issues (proxy voting thosefactorswere usedto selectthose securities

A what ESGactorsthe fund considers an others) A N EEEe:

Wh licable how fund der GHGemissi A GHG emissions metricsveighted average carbon o Differentiate disclosurebasedon whether a
?Lezplp icaple,now Tunds consider emissions intensity (WACPand carbon footprint | L ¢s€leéction processwas an jntegration

(wztaeeielesy) modelorand 9 {F2 O daacdidRand

A Specific fodmpact Funds

o0 how the progress towards the stated impact 2 DISEIOELe 5 ErEaeEmEiiiiy e lE

: . : companies
is measured, the time horizon used and the P
impact- financial returns relationships.
0 Progress (qualitative and quantitative) and
key factors on achieving the impact
How to disclose? All these ESG disclosures shall be tagged using thedXirasible dza A y Saa wSLR2 NI Ay 3 y3adzr 3S 064l
(1) See the Table 1; (2) Port f ol i-ioténsive eompaanies,lerpeessedon tomsaof carbon dioxide equivalents (CO2e) permiliond ol | ar s of t he portfolio companyi
oy Soluti revenue. ; (3) The total carbon emissions associ at ed wiekphessedhneaons ofl @026 per miliorrdollareihvested in thedundna |l i zed by t he f
anagementSolutions ) !
[VGO g Making things happen  * Definition of each type of fund in © Management Solutions 2026. All rights resented Pagel27



Annex 6: New rules on Climate-related disclosures

Adviser Brochure

Advisers registered with the Commission must deliver a brochure and one or more brochure supplements to each of their
clients or prospective clients, which advisers may use to help them with their disclosure obligations as fiduciaries

Description of the ESG factor fo
each significant investment

strategy or method of analysis

Criteria or a methodology to
evaluate, select, or exclude
2 investments based on the
consideration of ESG
Y

[ ]
O

Description of any relationship or
& arrangement m

IVG.O ManagementSolutions

Making things happen

To T o T Do

™

A
A

Providea descriptionof the ESGactor;

Discloseo clientshow thesefactorsareincorporatedwhen providingadvice

Explainvhether andhow the adviserincorporatesa particular ESGactor (E,S,or G)and/or a combinationof factors
Explainvhether andhow the adviseremploysintegration and/or ES&ocusedstrategies

If there are considereddifferent ESGactorsfor different strategiesshouldbe includedthe proposeddisclosuredor eachstrategy

Non-exclusivdist of criteriaand methodologiesto evaluateinvestmentss provided
o Aninternal methodology, athird-party criterion or methodologysuchasa scoringprovideror framework,or a combinationof both;
0 Aninclusionaryor exclusionaryscreen
0 Anindex, includingthe nameof the indexanda descriptionof the indexandhow the indexutilizesESGactors

Describeany relationship or arrangement that is material to the | R @ A ad@dedphiisinessor to its clients, that the adviseror any of its
managemenpersonshavewith anyrelated personthat isan ESGonsultantor other ESGerviceprovider.

Have specificvoting policies or proceduresthat include one or more ESGconsiderationswhen voting client securitiesto include in their
brochuresadescriptionof whichESGactorsan adviserconsidersand how they considerthem.

If an adviserhasdifferent voting policies and proceduresfor strategiesthat addressES@&elated matters, or for different clientsor different
ES@elatedstrategiesthe advisergenerallyshoulddescribethosedifferences

© Management Solutions 2026. All rights resented Pagel28



Annex 6: New rules on Climate-related disclosures
Regulatory reporting on Form N-CEN and Form ADV

The SEC proposes to amgnd these forms for registered funds and advisers regpectively, 5 o
tocollectcensugi @ LIS AYF2NXYI GA2Yy | 062dz0 FdzyRAaQ YR | ROA&

Form N - CEN Disclosure requirements proposed:

Annualreport filed with the Commission

by all registered  investment Afund wouldbe requiredto indicate whether or not it incorporateseSGactorsand,if it doesincorporateESGactors,to report:
companies other than faceamount | A thetypeof ESGstrategyit employs
Certiﬁcatecompanies A the ESGaCtOI’(S)it considers
A if applicablewhetherit considersEESGactorsaspart of its proxy voting policiesand procedures
@This information wouldomplement A providethe legalnameand legalentity identifier 6 & [ & &ny,ar frovideanddescribeother identifyingnumber
the proposed tailored narrative of eachsuchESGoroviderandwhetherthe ESGorovideris an affiliated personof the Fund

== disclosure included in the fund A whetherthe fund followsanythird-party ESGrameworks
=ul prospectus and annual report.

Form ADV Disclosure requirements proposed:

Uniform form used by investment
advisersto registerwith both the SEGind Form ADV: Part 1A
state securitiesauthorities (Brochure)

A SECproposesto require ES@elated disclosuresfrom advisersthat consider ESG
factors as part of their advisory businesses,ncluding when making investment
» recommendation®r decisionsandwhenvotingclientsecurities
A SElansamendmentsto collect information aboutan | R @ A &oSsiiE)ationsof
These proposed amendments would ESGactorsin its advisorybusiness
expand the information collected e Form ADV: Part 2A
about the advisory services provided (Wrap fee program SE(roposedisclosuresiboutawrap fee programa LJ2 Yy a&asediESE actors, tailored
to separately management account brochure) to wrap fee programs
clients and reported private funds.

@ Thisinformation will be collectedusingthe structured XML-baseddata, languagesn which those Formsare currently submitted, thus providingthe Commission

andinvestorswith consistentusable,andcomparabledata
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Annex 6: New rules on Climate-related disclosures

Compliance Policies and Procedures and Marketing

Fundsare required to adopt compliancepoliciesto addressthe accuracyof their disclosuremeasures
which would be subjectedto fixed dates andwill haveto fulfill somemarketingrequirements

Compliance policies

Compliancepoliciesand proceduresmust addressthe accuracyof disclosuresmadeto clients, investorsand regulators aswell asportfolio managementprocessesincludingconsistency
of portfolioswith investmentobjectivesanddisclosuredy the adviserand/or fund.

ESGstrategies includingintegration, ESGocusedandimpactstrategieswill necessarilyequire different levelsand types of compliancepoliciesandprocedures

If a registeredfund disclosedo investorsthat it adheresto a particularglobal ESGramework, its policiesand proceduresshouldinclude controlsthat help to ensureclient portfolios are
managedn accordancevith that framework

If anadviserusesES&elated positive and/or negativescreenson clientportfolios, the advisershouldmaintainadequatecontrolsto monitor, implement,andupdatethosescreens

Theaimisto preventfalse or misleadingadvertisementsby advisersjncludinggreenwashingby prohibitingmaterialmisstatementsandfraud.

Marketing rule

Advisersare not allowedto distribute, directly or indirectly, advertisementsthat contain any untrue statement of a material fact, or omitte o state a material fact necessaryn order to
makethe statementmade,in the light of the circumstancesinderwhichit wasmade,not misleading

moManagen}\ggnthg”lfﬂgﬁ © Management Solutions 2026. All rights resented Pagel 30



Annex 6: New rules on Climate-related disclosures
ESG Strategy Overview table- Instructions for filling in it

General Instructions

information .

A Complete each row with the brief disclosure required by that row fiand only the information required by the relevant form instructions  fiwith lengthier disclosure or other
available information required elsewhere in the prospectus.

A In an electronic version of the prospectus, that is, a prospectus posted on the f u n evébsite, electronically delivered to an investor, or filed on EDGARwith the Commission,
the fund also would be required to provide hyperlinks in the table to the related, more detailed disclosure later in the prospectus to help investors easily access the

Overview of
ESG strategy

Concisedescription in a few sentences of the factor or factors that are the focus ofthe f und 6 s sThesaadlovary investor
immediately to identify the ESG strategies a fund employs.

The Fund engages in the following to implement in (ESG) strategy:
C Tracks an index

tch @ piids Ui Risnary screen

C Applies an exclusionary screen

C Seeks to achieve a specific impact

C Proxy voting An ES&ocused Fund woulabt be requiredto check any of the
C Engagement with issuers boxesif none of the common ESG strategiesAappIied to thq fund, )
C Other » andinsteadg 2 dzZf R OKSO] G(GKS G20KSNE o02E

How the Fund
incorporates [ESG]
factors in its
investment decisions

A Specificinformation, in a disaggregateananner,with respectto eachof the commonESGstrategiesapplicableto the fund asidentified by the & O K &€
0 2 Higclosure(Useof multiple rowsin the table or other text featuresare permitted)

A If the fund usesan internal methodology, a third-party data provider, or a combinationof both, in evaluating,selecting,or excludinginvestments,the
F dzy d&s€lasurdn this row mustdescribehow the fund usesthe methodology third-party data provider,or combinationof both, asapplicable

A If the fund tracks an index, the summarymust identify the index and briefly describethe index and how it utilizes ESGfactors in determining its
constituents

A Overviewof anythird-party ESGrameworksthat the fund followsaspart of its investmentprocess

A Specifidor IF Overviewof the impact(s)the fund is seekingo achieve andhow the fund is seekingo achievethe impact(s)

How the Fund votes
proxies and/or engages
with companies about

[ESG] issues

A Theseadditional disclosurehelps investors in ESG2 Odza SR CdzyRa dzy RSNEGIF YR K2g (KS FTdzyRQa I RJ
A A fund thatchecks either the proxy votingr engagement box in thiérst row of this table, would be required to provide here a brief narrative overview

of how the fund engages with portfolio companies on ESG isslg2 @S NIWA S6 2F (KS TFTdzy RQa @20Ay3 2F LINEBE

A A fund thatdoes not check the proxy voting bax the engagement box in the first row would disclose that neither proxy voting nor engagement wit

-

issuers is a significant means of implementing its investment strategy.

m’o ManagementSolutions
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Annex 6: New rules on Climate-related disclosures

Definitions
Proposed Integration Fund A fund that considersone or more ESHactors alongwith othersin its investmentdecisionswhich are generallyno more significantthan
disclosure the other factors
A fund that focuseson one or more ESGactors by usingthem as a significant or main considerationin selectinginvestmentsor in its
Proposed ESG - Focused engagemenstrategywith the companiesn whichit invests. Thisincludes
Fund disclosure A ImpactFunds(IFy whichseekto achievea specificESGmpactor impacts
A Fundsthat hasa policy of voting its proxiesandengagingvith the managemenbf its portfolio companiedo encourageESGpractices
Proposed Unit Investment Unmanaged investment company that invests the money that it raises from investors in a generally fixed portfolio of staisksirmther
Trusts (UITs) disclosure securities

<
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Annex 7: Corporate Sustainability Due Diligence Directive
Executive summary

This Directive lays down common rules within the EU on the obligations for companies regarding actual and potential human
rights and environmental adverse impacts and on liability for violations of these obligations

(7™ . . .

A Group 1 A Companies with > 500 employees and > EUR 150 A Obligations for companies regarding actual and potential A EP and the Council to
million in net turnover worldwide. human rights adverse impacts and actual and potential approve.
environmental adverse impacts*, with respect to own A Once adopted, Member

A Group 2 A Companies operating in defined high impact sectors3,

which do not meet both Group 1 thresholds, but have > 250 operations and operations of their subsidiaries , and the States will have 2 years
employees and a net turnover of > EUR 40 ’million provided that at value chain operations ° carried out by entities with to transpose it into
least 50% of this net turnover was generated in one or more of wTom thﬁ cognpany has an established business national law and

. relationship © communicate the relevant
those high- impact sectors. L o o

g P A Liability for violations  of the obligations.: texts to the EC2.

Q Subject matter of this directive » _
Due Diligence Guidance

Most of these objectives correspond to the different actions which companies
shall carry out, in order to conduct human rights and environmental due

A Achieve a better integration of risk management  and mitigation in diligence. These actions are explained in the following slides
the corporate governance practices M 1

Objectives of the Directive 7

A Integrating due diligence into their policies
A Increase corporate accountability for adverse impacts  and ensure

b - - — B2 L : .
coherence on responsible business conduct A Identifying actual or potential adverse impacts
A Improve access to remedies for those affected by~ human rights 3\ Preventing, mitigating and bringing potential adverse impacts to an end
and environmental impacts
4 Monitoring the effectiveness  of their due diligence policy and measures
(1) This Directive also applies to Non-EU companies active in the EU with turnover threshold

aligned with Group 1 and 2, generated in the EU — 5
(2) For group 2 companies, rules will start to apply 2 years later than for group 1.

(3), (5),(6) For more information see the

(4) Adverse environmental and human impacts are specified in the Annex, Part | and Il of this Directive 6 \ Establishing and maintaining a complaints procedure
(7). The Directive also sets another objective to complement other measures in force or proposed, which

directly address some specific sustainability challenges . For more information see the

\ Publicly communicating on due diligence

NGQManagementSolutlons D © Management Solutions 2026. All rights resented Pagel34
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Annex 7: Corporate Sustainability Due Diligence Directive
Integrating due diligence into policies

Companies shall have in place a due diligence policy that contains a set of aspects. Also, companies need to have a plan to

ensure that their business strategy is compatible with limiting global warming to 1.5 AC
Content of the due Implications for
diligence polic Directors
- g policy Adescription of t he companyds approach, including| in the 5'ong term, to
o/ Acodeofconduct descri bing rules and principles to e ¢
/ and subsidiaries in order to improve human rights and environmental factor inside the company. A Directors must put in place
The code of conduct should apply in all relevant corporate functions and operations , and overseeing the due
including procurement and purchasing decisions diligence actions and in
particular, the due diligence
_— . . - . . olicy.
A description of the processes put in place to implement due diligence, including the policy
e measures taken to verify compliance with the code of conduct and to extend its application to
R established business relationships.
. T T T T T T T T T T T T T T T T T T T T T T
Plan for combating l _ _ N _ |
climate change | Companies shall update their due diligence policy annually : | A The plan should be duly taken
| | into account when
—————————————————————————————————————————————————————————— ; setting di r e c t \@nabl®
remuneration , if

variable remuneration is linked
to the contribution of a director
to the ¢ o mp a nbugsiness
strategy and long-term
In case climate change is or should have been identified as a principal risk for, or a principal interests and sustainability.

i mpact of, the company&6s o0 pemissiohredoatian pbjettibee .c 0 Im

This plan shall identify, on the basis of information reasonably available to the company, the
extent to which climate change isarisk  for, or animpact of,thec ompanyés oper
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Annex 7: Corporate Sustainability Due Diligence Directive
Measures againstadverse impacts

Companies shall identify actual and potential adverse impacts arising from their own operations
or those of their subsidiaries, to prevent them and make every effort to eliminate them

1.A- Preventing and, if is not possible, mitigate potential adverse impacts

1- Identifying
adverse impacts
1.B - Bringing actual adverse impacts to an end and, if it is not possible, minimize their exten.
2 .
Main sources: ]
Main
3 actions for processes A and B:
Prevention action plan
T Temporarily suspend
~ @@ commercial relations
Seek contractual assurancel N Conclude a contract with a N h
partner with whom it has an Are t SR .
C ; . R < actions Terminate the
, indirect relationship (verification ho business relationship
~N Necessary investments measures would apply ) enough”
T Prevention L
Are th
M~ @ Support for SMEs e these Y _or
- actlonso mitigation
enougn: achieved
. . This shall not be
Collaborate with other entities : )
-~ required when is
Main Prevention or referred to financial
Financial undertakings: actions only for processes B: Y r;qét;]?:\tlgg services %nc: can |
shall carry out the o causg e(;.su f atrr:ma
identification of adverse Neutralization measures aliEbieliziz L=
: o entity to whom that
impacts before providing the L .
financial services Corrective action plan seluiee & g
J provided
(1) From a business partner with whom it has a direct b wasdeof eondsctinciding byiseeking borrgspondimat it wi | | ensure compl i
. . contractual assurances from its partners, to the extemalcascading) t heir activities are part of the company?o
moManagen’Le‘e]llggSgi’Ifglslzggi When such contractual assurances are obtained, shall be accompanied by the appropriate measures to verify compliance. © Management Solutions 2026. Al rights resenfed Page136



Annex 7: Corporate Sustainability Due Diligence Directive
Monitoring and publicly communicating

For conducting appropriate due diligence, companies shall monitor the effectiveness of the taken measures and communicate
publicly on their due diligence. In order to ensure these, supervisory rules have been laid down

A Periodic assessments (at least every 12m), qualitative and quantitative, of own operations and measures, those
\El Monitoring of subsidiaries and, where related to the value chains _of the company, thos_e o_f their established bus_ir)es_s rc_alationships,
to monitor the effectiveness of the identification, prevention,  mitigation, bringing to an end and minimization of the extent
of human rights and environmental adverse impacts.
A The due diligence policy shall be updated in accordance with the outcome of those assessments.

NFRD companies? Non - NFRD companies?

AN .
Disclosure

A Publication on their website of an annual statement in
a language customary in the sphere of international

A Non-financial disclosure statement. business.

A The statement shall be published by 30 April each
year, covering the previous calendar year.

*~ ManaaementSolutions (1) This obligation should be analysed in line with other complementary legislation in force.
/VSO g Making things happen © Management Solutions 2026. All rights resented Pagel37



Annex 7: Corporate Sustainability Due Diligence Directive
Complaints procedure and company civil liability

Companies shall establish complaints procedure to hear cases from potentially affected persons or its representatives. Also, com panies shall
be liable for damages caused by adverse impact that could have not been prevented, mitigated or brought to an end

COMPANY COMPLAINTS PROCEDURE COMPANY CIVIL LIABILITY
Who can submit complaints &9&

When companies fail to achieve the objectives of
A Persons who are affected or have a reasonable grounds to believe that they might be P )

affected by an adverse impact preventing potential adverse impacts, adequately

A Trade unions and other worker's representatives  representing individuals working in mitigated or.brlng adverse impacts to an end
the value chain concerned. they shall be liable for damages.

A Civil society organizations  active in the areas related to the value chain concerned.

,o* A When a company has sought
1 contractual  assurances from their business
partner, and they are accompanied by the
appropriate measures to verify compliance, that
company shall not be liable for damages caused
by an adverse impact arising as a result of the
activities of an indirect partner with whom it has
an established business relationship.

AN A R,
: . The civil liabilty of a company shall be
Complainants' rights i‘l without prejudice to the one of its subsidiaries

or business partners.

How to deal with complaints

A Establishing a procedure for dealing with these complaints (founded and unfounded)
and inform the relevant workers and trade unions of those procedures. Where the
complaint is well -founded , the adverse impact that is the subject matter of
the complaint is deemed to be identified.

A Requesting appropriate follow -up on the complaint from the company with which
they have filed a complaint.

A Meetingthec ompany ds r e p atarsapprdprate leveldosdiscuss
potential or actual severe adverse impacts that are the subject matter of the complaint.

mOManagen}diﬂsgsg”’;l:ggﬁ © Management Solutions 2026. All rights resented Pagel38



Annex 7: Corporate Sustainability Due Diligence Directive
Definitions in relation to the perimeter and companies in scope

Definitions of high impact sectors, value chain and established business relationship, will help to better understand the
perimeter and the companies in scope of this Directive

: Agriculture, forestry, fisheries The extraction of mineral resources regardless from where they are extracted !

i The manufacture of :

High impact { ! (includin aquaculture) i (including crude petroleum, natural gas, coal, lignite, metals and metal ores, as
| textiles, leather and related | ! g d ' | well as all other, non-metallic minerals and quarry products), the manufacture
sectors ' i | the manufacture of food products, ‘ ‘

. (including footwear), and the
© wholesale trade of textiles, !

clothing and foot. ! andb .
‘... |ondbeverages. | intermediate products). .

i metal products (except machinery and equipment), and the wholesale trade of !
© mineral resources, basic and intermediate mineral products (including metals :
i and metal ores, construction materials, fuels, chemicals and other :

i agricultural raw materials, live
1 animals, wood, food,

i products i

i of basic metal products , other non-metallic mineral products and fabricated |
i and the wholesale trade of : :

i The value chain should cover activities related to the production of a good or provision of services by a company, including the development of
i the product or the service and the use and disposal of the product as well as the related activities of established business relationships of the
i company. It should encompass upstream established direct and indirect business relationships that design, extract, manufacture, transport, store

Value chain general :
and supply raw material, products, parts of products, or provide services to the company that are necessary to carry out the ¢ o mp a @agivitiss, and

concept

i also downstream relationships , including established direct and indirect business relationships , that use or receive products, parts of products or
i services from the company up to the end of life of the product, including inter alia the distribution of the product to retailers, the transport and storage of
i the product, dismantling of the product, its recycling, composting or landfilling.

Value chain : o ) - . o : o _ :
+ Provision of such services should be limited to the activities of the clients receiving such services, and the subsidiaries thereof whose activities are linked to

conce.pt reg_ardmg | the contract in question. Clients that are households and natural persons not acting in a professional or business capacity , as well as small and medium
flnanc.lal L i sized undertakings, should not be considered to be part of the value chain. The activities of the companies or other legal entities that are included in the
undertakings i value chain of that client should not be covered . ;

Established
business
relationships

i A business relationship , whether direct or indirect , which is, or which is expected to be lasting , in view of its intensity or duration and which does not
 represent a negligible or merely ancillary part of the value chain.

'oMana ementSolutions (1) Providing loan, credit, or other financial services
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Cross regulatory trends
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Annex 8: Supervisory expectations
Introduction and context

Since the signature in 2015 of the Sustainable Development Agenda and the Paris Agreement, the EU has been making
strides to promote the transition towards a sustainable economy, set in the EC “s Green Deal and Action Plan on Financing
Sustainable Growth

September 2015 % A In 2015 the Sustainable Development Agenda for 2030 was
‘ : : t? ‘{) established at the United Nations (UN), which sets 17 sustainable
_ United Nations \\Il ‘\/’ development goals (SDGs), including one regarding climate change

Sustainable Development N2 7Z mitigation, as well as 169 targets.

Agenda for 2030 =

A The Paris Agreement was also signed in 2015. Its mission is to

‘ December 2015 reinforce the international response to the threat of Climate change
United Nations Paris and establishes the objective of a maximum temperature increase of
Agreement 2°C in the XXI century relative to preindustrial levels.
March 2018 A The financial sector is expected to play a key role in the transition
o — towards a climate neutral economy, as established in the
European Commission s European Co mmi s s iAadion6P$an on Financing Sustainable
Action Plan on Financing Growth . This plan has three main goals:
Sustainable Growth —_ o _ i
0 Reorienting capital flows toward a more sustainable economy.
0 Mainstreaming sustainability in risk management.
o0 Fostering transparency and long-termism.
® December 2019 A The European Commission (EC) presented in 2019 the European
European Commission s Green Deal, which aims to promote a circular and sustainable
Green Deal economy, as well as to reduce the Union” s net emissions to zero
in 2050.
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Annex 8: Supervisory expectations

Overview
In this context, the ECB has published the Final Guidelines on climate -related and
environmental risks, outlining the regulatoros unde
effective and comprehensive management of such risks
@ A Transitioning to a low-carbon and more circular economy entails important risks and opportunities for the
[\ | economy and the financial system and its stakeholders. For the second year, the European Central Bank
EUROPEAN CENTRAL BANK (ECB) has identified climate -related risks as a key risk driver on the Single Supervisory Mechanism

BANKING SUPERVISION

(SSM) Risk Map for the euro area banking system .

A After the public consultation launched on May 2020, the ECB has issued the Final Guidelines climate -related and
environmental risks outlining its understanding of sound, effective and comprehensive management of such risk sunder the
current framework. The document sets the supervisory expectations on how institutions should address this matter.

The expectations set out in this guide are to be used in t
Scppe_ significant institutions directly supervised . Additionally, this guide has been developed
of application jointly by the ECB and the national competent authorities (NCAs)  and therefore, they are

recommended to apply the expectations established in this guide in their supervision of less
significant institutions (LSIs) , in a manner that is proportionate to the nature, scale and
complexity of the activities of the institution concerned.

_ The expectations set out in this guide are divided into four key pillars:
Supervisory ; _ _ _ _
expectations A Supervisory expectations relating to business model and strategy

A Supervisory expectations relating to governance and risk appetite
A Supervisory expectations relating to risk management .
A Supervisory expectations relating to disclosure .
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https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.202011finalguideonclimate-relatedandenvironmentalrisks~58213f6564.en.pdf
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.202011finalguideonclimate-relatedandenvironmentalrisks~58213f6564.en.pdf
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.202011finalguideonclimate-relatedandenvironmentalrisks~58213f6564.en.pdf
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.202011finalguideonclimate-relatedandenvironmentalrisks~58213f6564.en.pdf

Annex 8: Supervisory expectations

Businessmodel and strategy
Climate risks can be categorised in physical and transition risks. These risks are in turn drivers
of prudential risk, in particular credit risk, operational risk, market risk and liquidity risk
as well as non -Pillar 1 risks such as migration risk, credit spread risk
in the banking book, real estate risk and strategic risk

A Climate change and environmental degradation are sources of structural change that affect economic activity and, in turn, the
financial system. Climate-related and environmental risks are commonly understood to comprise two main risk drivers: physical

risk and transition risk.

A Climate risks impact economic activities, which in turn impact the financial system, either directly or indirectly. Additionally,
climate risks can trigger other losses stemming from legal claimsi liability risk- and reputational loss. Consequently, physical
and transition risks are drivers of prudential risk, in particular credit risk, operational risk, market risk and liquidity risk,
as well as non-Pillar 1 risks such as migration risk, credit spread risk in the banking book, real estate risk and strategic risk

@ Physical risk ‘ Transition risk

A It refers to the financial impact of a changing climate , A lt refers to an i nst i t dinancialnléss that can

Ns’o Manage

mentSolutions
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including more frequent extreme weather events and
gradual changes in climate, as well as of environmental
degradation, such as air, water and land pollution.

A It is categorised as facute Owhen it arises from extreme

events, and fchronic 0 when it arises from progressive
shifts, such as increasing temperatures, sea-level rises,
water stress, biodiversity loss, land use change, habitat
destruction and resource scarcity.

result from the process of adjustment towards a
lower -carbon and more environmentally
sustainable economy . This could be triggered, for
example, by a relatively abrupt adoption of climate and
environmental policies, technological progress or
changes in market sentiment and preferences.

A The magnitude and distribution of physical and transition risks depend on the level and timing of mitigation measures and

whether the transition occurs in an orderly or disorderly fashion. Irrespective of this, some combination of physical and
transition risks will, in all probability, materialise on the balance sheets of euro area institutions and the economic value of

their exposures .
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Annex 8: Supervisory expectations

: _ [
Governance and risk appetite ﬁ
This guide outlines the ECBOSs super vdawdbandd expepmmt i ons

environmental (C&E) risk management , organised in four key pillars

] A Business environment : understand the impact of C&E risks on the business environment in which they
Business models operate in the short, medium or long term.
and strategy A Business strategy : integrate C&E risks that impact their business environment in the business strategy.
A Management body: the management body should consider C&E risks when developing the business strategy,
business objectives and risk management framework, and exercise effective oversight.
Governance < : o o o . )
: : A Risk appetite : explicitly include C&E risks in the risk appetite framework.
and risk appetite A Organisational structure : responsibility of C&E risks within the organisational structure in accordance with the 3
lines of defence model.
Reporting : report aggregated risk data that reflect their exposures to C&E to the management body.

A Risk management framework : incorporate C&E as drivers of existing risk categories into their existing risk
management framework with a view to managing, monitoring and mitigating these over a long term horizon. Further,
institutions should Identify and quantify these risks within their overall process of ensuring capital adequacy (ICAAP).

Risk management Credit risk : consider C&E Operational risk : Market risk : monitor Liquidity risk :
at all stages of the credit- Consider adverse impact impact on current market incorporate into liquidity
granting process and on business continuity, risk positions and future risk management and
monitor the risks in their reputational and/or liability investments, liquidity buffer calibration.
portfolios. risks.

Scenario analysis and stress testing  : incorporate C&E to stress-testing scenarios risks (into their baseline
and adverse scenarios)

A Disclosure policies and procedures : publish meaningful information and key metrics on C&E considering with due
regard to the E C 6Gslidelines on non-financial reporting: Supplement on reporting climate-related information.

Disclosure
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Annex 8: Supervisory expectations —

Riskmanagementframework

The ECB expects institutions to understand the impact of C&E risks on their business
environment, as well as to integrate these risks in their business strategy. Finally, this
consideration should be registered and documented

A Institutions are expected to understand the impact of climate-related and environmental risks on the business environment in
which they operate, in the short, medium and long term, in order to be able to make informed strategic and business decisions.

Requirements and actions A Documentation and reports
A ldentify risks arising from climate change and A Institutions are required to document material factors
environmental degradation at the level of key that impact their business environment , and they
sectors, geographies and products and services. should be aware that C&E risks are one of these factors.
A Institutions are expected to understand how A Document their assessments of C&E risks for their
C&E risks affect their business environment in business environment , for example in their regular
the short, medium and long term. monitoring of material emerging risks or in management

A Institutions are expected to reflect the risks to board discussions.

their lending portfolios stemming from the A The institution's understanding of how C&E affect their
transition to a more sustainable economy. business environment is expected to be reflected in
business  strategy  processes , demonstrated for
example by management body meetings and
discussions .

A Institutions should also take into account:
o The relevant time horizon
o Scientific insights
o Monitoring of relevant policy initiatives

A When determining and implementing their business strategy, institutions are expected to integrate climate-related and
environmental risks that impact their business environment. To this end, institutions should:
o Determine which climate -related and environmental risks impact their business strategy in the short, medium and long
term using, for example using stress scenario analysis .

o Establishing monitoring KPIs that reflect material C&E risks and are cascaded down to relevant business lines and
portfolios in the implementation of the institution” s business strategy.
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Annex 8: Supervisory expectations
Riskmanagementframework _—

The ECB expects institutions to consider C&E risks by the management body, in the risk )
appetite framework, as well as withinthe  organisational and the reporting structures

Consider C&E risks when developing the Explicitly include C&E risks in the risk
business strategy, business objectives and risk appetite framework (RAF)
management framework, and to oversight
A Allocate roles and responsibilities A Develop a description C&E risks in their risk
inventory that feeds into their risk appetite

A Ensure the embedding of C&E risks in

business strategy and risk management statement (RAS)
framework A Develop KRIs and set limits for C&E risks

A Consider specific objectives such as the Paris  BYEREGE 1 Risk A Develop metrics that consider the long-term
Agreement or the EU Green Deal body appetite nature of climate change, particularly different

A Exercise effective oversight paths of temperature and GHG emissions

A Ensure that their remuneration policy stimulates
behavior consistent with their C&E risk approach

A Adequate understanding of climate-related and
environmental risks for a sound and effective
management and disclosure of C&E to which
the institution is exposed Organisation

and Reporting
structure

Report aggregated risk data that reflect their

Responsibility of C&E risks within the
exposures to C&E to the management body

organisational structure should be distributed

in accordance withthe 3 LoD model A Develop a holistic approach to data governance

for C&E risks

A Adapt their IT systems to collect the necessary
data

A Assign and document responsibilities for C&E risks
A Ensure these functions have appropriate resources

A Define the tasks and responsibilities of each relevant

function A Reflect these risks in risk reports, which also

cover climate-related and environmental risks
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Annex 8: Supervisory expectations

Risk management framework —

Institutions are expected to incorporate C&E risks as drivers of existing risk categories into their
existing risk management framework. Further, institutions should identify and quantify these
risks within their overall process of ensuring capital adequacy

A Institutions are expected to comprehensively analyse the ways in which C&E risks drive the different risk areas, including liquidity,
credit, operational, market and any other material risk to capital or any of its sub-categories that it is or might become exposed to.
Furthermore, they are expected to pay particular attention to concentrations within and between risk types that climate-related and
environmental risks may cause.

A Institutions are expected to comprehensively include climate -related and environmental risks in their assessment of materiality for all
of their business areas in the short, medium and long-term under various scenarios.

Institutions are expected to conduct a proper climate -

Institutions are expected to have a holistic and well - . -
documented view of the impact of C&E risks on a... related and environmental due diligence , both at the

o : . : . ® inception of a client relationship and on an ongoin
existing risk categories (both financial and non- n‘ basig and to perform reasonatr))ility checks on gsucﬁ
financial risks).

information and data.

Institutions are expected to adequately quantify the

C&E risks that the institution is exposed to. Where Institutions are expected to assess the impact of C&E
= such quantification methodologies are subject to risks and any concentration within and between those

further developments, institutions may use plausible IIOI risks on their capital adequacy from an economic and
assumptions to develop proxies for the assessment of a normative perspective.

C&E risks.
Institutions are expected to adopt a strategic
approach to managing and/or mitigating C&E risks in ( Institutions are expected to evaluate the
@ line with their business strategy and risk appetite, and :@ appropriateness of their identification , measurement
\ to adapt policies (e.g. setting limits on financing - and mitigation instruments  for C&E risks in their
certain sensitive economic sub-sectors), procedures periodic reviews (e.g. in the context of the ICAAP).

risk limits and risk controls accordingly .
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Annex 8: Supervisory expectations
Risk management framework

Due to the fact that physical and transition risks are drivers of prudential risks

1 in particular

credit, market, operational and liquidity risks, institutions are expected to integrate C&E risks on
their existing risk management frameworks

Risks affected

Credit

Market

Operational

Other risk
types
(liquidity,
business
model)

Ns’o ManagementSolutions
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Physical

Climate-related Environmental

Water stress
Resource scarcity

= Extreme weather events =
= Biodiversity loss

= Chronic weather patterns

Pollution
Other

The PD and LGD of exposures within sectors or
geographies vulnerable to physical risk may be impacted
(e.g. lower collateral valuations in real estate portfolios).

Severe physical events may lead to shifts in market
expectations and could result in sudden repricing, higher
volatility and losses in asset values on some markets.

The bank’s operations may be disrupted due to physical
damage to its property, branches and data centres as a
result of extreme weather events.

Liquidity risk may be affected in the event of clients
withdrawing money from their accounts in order to finance
damage repairs.

(1) Source: ECB Guide on climate-related and environmental risks

Transition

Climate-related Environmental

= Policy and regulation
= Technology
= Market sentiment

Energy efficiency standards may trigger substantial
adaptation costs and lower corporate profitability, which
may lead to a higher PD as well as lower collateral values.

Transition risk drivers may generate an abrupt repricing of
securities and derivatives, for example for products
associated with industries affected by asset stranding.

Changing consumer sentiment regarding climate issues
can lead to reputation and liability risks for the bank.

Transition risk drivers may affect the viability of some
business lines and lead to strategic risk for specific
business models if the necessary adaptation or
diversification is not implemented. Abrupt repricing of
securities, for instance due to asset stranding may reduce
the value of banks’ high quality liquid assets affecting
liquidity buffers.
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Annex 8: Supervisory expectations
Risk management framework: Credit risk

In their credit risk management, institutions are expected to consider C&E risks
at all stages of the credit -granting process and to monitor the risks in their portfolios

= C&E risks are expected to be included in all relevant stages of the credit-granting process and credit
processing. Specifically, institutions are expected to form an opinion on how these risks affect the borrower’s probability
of default (PD) risk, where key factors should be identified and assessed.

= [nstitutions are expected to adjust risk classification procedures in order to identify and evaluate, at least
qualitatively, C&E. In this sense, institutions should define appropriate general risk indicators or ratings for their
counterparties that take into account C&E. Critical exposures should be highlighted and where applicable, considered
under various scenarios.

= |nstitutions are expected to consider C&E in their collateral valuations. In this regard, institutions are expected to give
particular consideration to the physical locations and the energy efficiency of commercial and residential real state.

= [nstitutions are expected to monitor and manage credit risks and critical CR& E risk exposure in their portfolios
under different scenarios, for example, through sectoral/geographic/single-name concentrations analysis, including
credit risk concentrations stemming from climate-related and environmental risks, and using exposure limits or
deleveraging strategies. For larger counterparties, institutions may consider C&E risks in the single-name concentration
analysis.
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= [nstitutions’ loan pricing frameworks are expected to reflect their credit risk appetite and business strategy with
regard to C&E factors. Furthermore, institutions may also consider to incentivise their clients to mitigate C&E risks.

= Institutions’ loan pricing is expected to reflect the different costs driven by C&E risks. Environmentally sustainable
assets may, for example, be funded by dedicated instruments, such as green (covered) bonds, and thus incur different
funding costs. Areas exposed to increasing physical climate risks (e.g. floods or droughts) may see an increase in credit
loss.

mOManagen;f\glggsg”’f;gggﬁ © Management Solutions 2026. All rights resented Pagel49



Annex 8: Supervisory expectations

Risk management framework: Operational and market risk management

Institutions are expected to consider how climate -related and environmental events could have
an adverse impact on business continuity and should monitor the effects
of C&E factors on their current market positions and future investments

Institutions are expected to consider how C&E events could have and adverse impact on business continuity and the
extent to which the nature of their activities could increase reputational and/or liability risks. In this sense,
institutions are expected to adopt all necessary measures to safeguard business continuity and to ensure a timely
disaster recovery, both in terms of policies and the functioning of physical assets, including IT systems.

= |nstitutions are expected to assess the impact of physical risks on their operations in general, including the ability to
quickly recover their capacity to continue providing services. This assessment should be conducted as part of their
business continuity management and the outcome of this assessment is expected to be reflected in its business
continuity plan.
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= |nstitutions are expected to evaluate the extent to which the nature of the activities in which they are involved
increases the risk of a negative financial impact arising from future reputational damage, liability and/or litigation.
Institutions associated with social or environmental controversies could face negative financial impacts stemming from
reputational risks as a result of changing market sentiment in relation to C&E risks. Further, institutions should review
their exposure to compliance risk regarding C&E risks and ensure their alignment with relevant regulation.

= |nstitutions are expected to consider that C&E risks could lead to potential shifts in supply and demand for financial
instruments (e.g. securities or derivatives), products and services, with a consequent impact on their values.
Internal stress testing could be usefully applied to better understand and assess the relevance of climate-related risks
for an institution’s trading and banking book.

= In line with the nature of the ICAAP perspectives, institutions are expected to assess in the normative perspective, as a
minimum, risks arising from debt, equity and equity-related financial instruments in the regulatory trading book,
as well as foreign exchange positions and commodities risk positions assigned to both the trading and banking
book. In the economic perspective, all instruments are expected to be assessed based on economic value
considerations, irrespective of their accounting treatment.
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= Special attention should be given to C&E risks’ potential impact on credit spreads and commodity trading.
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Annex 8: Supervisory expectations
Risk management framework: Liquidity risk and stress test
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Institutions are expected to assess whether material C&E risks could cause net cash outflows or
depletion of liquidity buffers. Further, institutions are expected to conduct a tailored
an in-depth review of their vulnerabilities through stress testing

X
0
S
2
=
-
A=)
.

Stress test

and in that case, incorporate this into their liquidity risk management and liquidity buffer calibration.

management

focus on key vulnerabilities.

related physical outcome?.
= Aspects expected to be considered when conducting a C&E scenario analysis and stress testing:
o How the institution might be affected by physical and transition risk

not be fully reflected in historical data

considered. It should include a forward-looking timespan of minimum 3 years
o Integrate potential impacts in recovery and resolution scenarios

specifications, as well as consider several scenarios based on different combinations of assumptions.

baseline scenario and institution specific adverse scenario.

(1) Institutions are expected to consider using scenarios that are in (2) These aspects should be
line with scientific climate change pathways, such as IPCC scenarios. reflectedinani nst i 1tOAAFR. ons 0
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= To ensure robust liquidity risk management, institutions are expected to consider the direct or indirect impacts of C&E
risks on their liquidity position, and are encouraged to include such considerations in their ILAAP. In this sense, they
are expected to assess whether C&E risks could have a material impact on net cash outflows or liquidity buffers,

= These assessments are expected to be conducted in a forward-looking manner, assuming both business-as-usual and
stressed conditions, and to consider in particular severe but plausible scenarios that may occur in combination, with a

= Additionally, institutions are expected to link their business strategy with the allocation of liquidity resources.

= |nstitutions with material C&E risks are expected to evaluate the appropriateness of their stress testing, with a view
to incorporating physical and transition risk into their baseline and adverse scenarios!. Specifically for transition risk,
institutions are expected to use scenarios that, for different policy outcomes, embed plausible considerations for the

o How C&E risks might evolve under various temperature scenarios, taking into account that these risks may

o How C&E risks might materialize in the short, medium and long term depending on the scenarios

= |n addition, institutions are expected to define the assumptions for their own risk profile and individual

= Further, as part of their capital planning, institutions are expected to assess their capital adequacy under a plausible




Annex 8: Supervisory expectations

Disclosure
Institutions are expected to publish meaningful information and metrics on C&E risks, —
considering as duidelinasiommom -filadc@lgeporting: —
Supplement on reporting climate -related information

A For the purposes of their regulatory disclosures, institutions are expected to publish meaningful information and key metrics
on C&E risks that they deem to be material, with due regardtotheEur opean Commi ssi onéfimancaui del i nes

on non
reporting: Supplement on reporting climate-related information. In this regard:

o Institutions are expected to specify in their disclosure policies key considerations that inform their assessment of the
materiality of C&E risks , as well as the frequency and means of disclosures.

o In case an institution deems climate-related risks to be immaterial , the institution is expected to document this
judgement with the available qualitative and quantitative information underpinning its assessment.

o When institutions disclose figures, metrics and targets as material, they are expected to disclose the methodologies,
definitions and criteria associated with them.

o When institutions commit to contribute to C&E goals, they are also expected to provide a comprehensive overview of
the climate and the environmental impact of the entity as a whole .

Content of C&E ‘
risk disclosures A Disclose climate-related risks that are financially material in line with the E C 6Guidelines on non- |
financial reporting: Supplement on reporting climate-related information, which integrate the
; recommendations of the TCFD and is consistent with the NFRD.
i m A Disclosethei n st i tSeopei3@GH® esnissions for the whole group in line with the GHG Protocol.
\ A Disclose the KPIs and KRIs used for the purposes of their strategy-setting and risk management, as

well as their current performance against these metrics.

A Explicitly consider the need for further disclosures.

/
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Annex 8: Supervisory expectations
Relevant information and next steps

The guide will be primarily used in the supervisory dialogue with significant institutions directly
supervised, although NCAs are recommended to apply it in their supervision of LSIs

A This Guide is applicable since its date of publication .

A As part of the supervisory dialogue, from early 2021, significant institutions will be asked by Joint
Supervisory Teams to inform the ECB of any existing divergences in their practices from the
supervisory expectations described in this guide and to inform the ECB of arrangements aimed at
progressively addressing these expectations.

Correspondence with the E C B @eneral prudential framework :

A This guide describes the E C B @irlerstanding of the safe and prudent management of C&E risks under the current prudential
framework. In that respect, the following regulation is particularly relevant:

o Capital Requirements Directive (CRD) - Directive 2013/36/EU of the European Parliament and of the Council on
access to the activity of credit institutions and the prudential supervision of credit institutions and investment firms.

o Capital Requirements Regulation (CRR) - Regulation (EU) No 575/2013 of the European Parliament and of the
Council of on prudential requirements for credit institutions and investment firms.

A Additionally, the EBA has adopted several guidelines which complement the abovementioned directives. Where the ECB 6 s
guide makes reference to those guidelines, the reference should be read in conjunction with the directives.

<
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Annex 9: ECB Supervisory Priorities
Context
ECB Banking Supervision has revised its strategic priorities for the next three years (2025

most structural challenges and vulnerabilities of the sector

O

——

Gradual growth with
geopolitical uncertainty

In 2024, GDP growth in the eurozone has
started to recover gradually amid a
moderation of inflationary pressures. Growth
prospects for 2025 are positive, although they
remain subject to certain risks, particularly
geopolitical uncertainty (Ukraine, the Middle
East), which could threaten the continuity of
medium-term GDP recovery with controlled
inflation.

O ManagementSolutions
Making things happen
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N

Structural challenges:
climate and digitalisation

The structural challenges arising from the
climate transition and digital transformation
have a direct impact on the banking sector.

Material exposure to climate risks can
jeopardise the transition to a net zero
economy and lead to an increase in physical
risks.

Digital transformation requires strengthening
risk practices in an environment of increased
competition from non-bank financial
institutions.

]

Risk appetite and pricing

The increased risk appetite, lower risk premia
and reduced volatility that have prevailed in
markets during 2024 could lead to abrupt
changes in market sentiment.

This could lead to significant falls in asset
prices in 2025 due to unexpected events.
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Annex 9: ECB Supervisory Priorities

Context

The ECB has set its supervisory priorities for 2025

sector to each of them

-2027 by considering the vulnerabilities of the banking

Priority 1

Strengthening  resilience
financial threats and
geopolitical shocks

Address weaknesses in
credit risk management
frameworks , detect early

deterioration in asset

quality and maintain

adequate levels of
provisioning

Evolving operational
resilience frameworks in
an environment of
increasing geopolitical
risks , in particular
considering cyber risks

=

&

to macro -

severe

Credit Risk

Operational
Resilience
and Cyber
Risk

Priority 2

Effective and timely

treatment

persistent material deficiencies

Addressing gaps related \’

to climate risk strategy =7
and management

Enhance capacities to
improve data o o

o)
aggregation and risk @
reporting (RDARR)

ESG
Risks

Data Risk
(RDARR)

of

Priority 3

Strengthening  digitisation

strategies

and meeting the challenges of using

new technologies

Addressing the challenges in
the field of digital
transformation and the use s
of new technologies , in o
particular the use of Al and
Cloud Services

%/

Business
Model
(BMA)

Vulnerabilities and actions required
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Annex 9: ECB Supervisory Priorities

Context

For each vulnerability, the ECB has set specific strategic objectives and developed work programmes to

mitigate the underlying risks

Priority 1 Priority 2 Priority 3

Special attention to the cross-cutting consideration of geopolitical risks

=

Credit risk

A Follow-up of IFRS 9 TRs, with a focus on forcing
and incorporation of new risks, in particular ESG
and geopolitical risks .

A Continuation of the credit risk OSls, with a focus
on collective staging and provisions for the
corporate, SME, retail and commercial real
estate portfolios, as well as collateral valuation .

A TR of SMEs with a focus on early follow up

(EWIs), modelling and governance .

A Data collection from ICT providers to identify
relationships with supervised entities, potential
concentration risks and weaknesses in contracts .

A TR of Vendor Risk Management (VRM) and
Cyber Risk management and control frameworks.

A Follow-up of findings from the Cyber Stress Test
24.

A Operational
frameworks .

A Implementation of DORA.

Operational resilience and cyber risk

Risk OSIs and IT resilience

NG'Q ManagementSolutions

Making things happen

ESG risks 0

A Monitoring of full alignment
expectations .

A Assessment of compliance with Pillar 3 ESG.

A Evaluation of the capacity to assess the associated
reputational and legal risks .

A Review of entities' transition
CRDG6 requirements .

A ESG OSils, standalone or within the framework of
other risk reviews (credit, operational or business®

o)
Data Risk (RDARR)

with supervisory

plans in line with

A Follow-up of RDARR TRs, reviewing compliance
with the supervisory expectations of the RDARR
Guidance and remediation of findings.

A Data governance OSls, IT infrastructure , risk
data aggregation and reporting capabilities.

A Governance and data quality management
report, annual guestionnaire  to  ensure
management's accountability for internal, financial
and supervisory reporting.

-7

in the supervisory framework.

®
Business Model (BMA) cf_}'_

EEX
3

A Specific activities focused on the impact of
digital transformation on business models
and strategies and on the risks arising from the
use of new technologies (in particular use of Al
and cloud services ).

A OSIs Digital Transformation , examining the
impact of technology-related aspects and new
business models on organisations' strategies.
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Global context

Cross regulatory trends

Financial Regulatory trends

Annex

1. Social Taxonomy

2. Environmental Taxonomy

3. TNFD Framework

4. ISSB Sustainability disclosure standards

5. Corporate Sustainability Reporting Directive

6. New rules on Climate -related disclosures

7. Corporate Sustainability Due Diligence Directive
8. Supervisory expectations

9. ECB Supervisory Priorities

10. Final Guidelines on the management of ESG risks
11. Methodology for a Climate risk stress test

. Pillar 3 ESG
. Enhancement and Standardization of Climate -

Related Disclosures for Investors

. Final Guidelines on Environmental Scenario Analysis
. Omnibus legislative package
. Disclosure of climate -related financial risks




Annex 10: Final Guidelines on the management of ESG risks
General aspects

The EBA Guidelines on ESG risk management will require institutions to embed ESG risks into their governance, strategies, and risk management
frameworks, with mandatory transition plans, forward -looking assessments, and scenario analyses to ensure alignment with the EU’ s climate
neutrality goals

O Backgonun: 80 Caeniar

Guidelines are applicable to:

A The EBA is required under CRD 6 to develop guidance on minimum A 11/01/2026. General application date.

standards and reference methodologies  for the identification A Al EU institutions including SNCI, L
measurement , management and monitoring  of ESR risks . In January 2024 , considering the proportionally criteria and A 11/01/2027. Application date for
the EBA published a consultative document on guidelines for ESG risk covering their material ESG risks 1. Sl

management.

A Al material subsidiaries outside of the EU,
by having regard to applicable local legislation
and ESG regulatory objectives.

A In this context, the EBA has published in January 2025 its final guidelines on
this topic, considering the feedback received during the consultation period.

. T Identification & measurement
Reference methodology for identification o | |
& measurement of ESG Risks Materiality
Data processes Methodologies
- ESG risk management Strategies & business . . Internal culture, capabilities &
Minimum standards and reference principles e Risk appetite controls
methodology for the management and
monitoring of ESG risks ICAAP/ILAAP Credit risk, policies Othe_r rlsk Monitoring
& procedures policies

1. Proportionality ~criteria based on size and internal organization, and the nature, scale, and complexity of their activities. Emphasis on Significant updates with respect to the draft
differentiated provisions for SNCIs, including less frequent materiality assessments (every two years) and simpler methodologies for risk

management. 4
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Annex 10: Final Guidelines on the management of ESG risks
Reference methodology for identification & measurement of ESG Risks

Institutions must integrate ESG risk assessments into their risk management frameworks, combining materiality evaluations, fo rward-looking tools
to support risk management strategies and regulatory compliance, as

A ESG risks must be assessed annually (every 2 years for SNCIs ). SNCIs only need updates after material changes (unlike the draft version,
which required frequent updates for all institutions). To be included in ICAAP.

A for environmental , emissions, material impacts on climate and biodiversity, dependency on fossil fuels energy and water demand,
EPCs, forward-looking adaptive capacity such as transition plans, etc.;

I A Covering all financial risk categories  (credit, market, liquidity, operational, reputational, business model, and concentration).

IS Materiality A Include qualitative and quantitative data and ~ESG assessment of impacts  on the most significant activities, services and products

§ 0 (considering the factors related to climate risk and degradation of ecosystems and biodiversity).

= =g

% % A Use of risk -based approach, considering both the likelihood and the severity of materialization of risks across short, medium, and long-term
L0 time horizons (at least 10 years). &

2%

S LLl

>0

O

25

o

§ g Almplementation of systems to collect and aggregate ESG risks  -related data across the institution  as part of the overall data governance
5 7 g and IT infrastructure (including arrangements to assess and improve ESG data quality)

E®© 5 ) . ) .

@ g = GEJ AcCapture of data for the assessment of the current and forward -looking ESG risk profile  of counterparties (at least for large corporates),
= T o Data including client and asset -level data . Data collection from onboarding or periodic reviews or external sources. Examples:

o 232 processes

QD P

) T o

A for social and governancerisks: compl i ance with and due diligence on social stan

@ Significant updates with respect to the draft

<
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Annex 10: Final Guidelines on the management of ESG risks
Reference methodology for identification & measurement of ESG Risks

Institutions must integrate ESG risk assessments into their risk management frameworks, combining materiality evaluations, fo rward-looking tools
to support risk management strategies and regulatory compliance, as

A Combination of three methodologies  to assess ESG risks across time horizons, supported by Key Risk Indicators:

A Exposured -based: assess the exposure of their counterpartiesod6 activities an
mitigants). Considering ESG factors into overall assessment of default risk of a borrower and, where justified by their materiality,
embedded in the risk indicators, internal credit scoring or rating models, as well as the valuation of collateral.

A Sector -based, portfolio -based & portfolio alignment methods:

ASector -based: provide for sectorbased and portfoliobased methodologies, in particular heat maps that highlight ESG risks of
individual economic (sub) sectors in a chart or on a scaling system.

APortfolio -based: use of at | east one portfolio alignment methodology to a
with climaterelated sustainability targets. Measuring the gap between existing portfolios and benchmark scenarios and its financial
Methodologies impacts.
APortfolio alignment methods:  insights gained from climate portfolio alignment methodologies:
A Assess and monitor climate-related transition risks stemming from misalignments of counterparties and/or portfolios with

EU, Member State or third country regulatory objectives and pathways consistent with applicable climate goals, and
potential related financial risks.

A Inform their decision-making process on the formulation and implementation of their risk appetite, business strategy and
transition planning.

(%))
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D
x
Q
(99}
L
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o
c
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g
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©
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A Scenario -based : perform climate/environmental scenario-based analyses.

A Institutions should use science-based scenarios, including but not limited to those from the International Energy Agency (IEA), ensuring
alignment with relevant regulatory and policy objectives.
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Significant updates with respect to the draft
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Annex 10: Final Guidelines on the management of ESG risks
Minimum standards and reference methodology for the management of ESG risks

Institutions must embed ESG risks into risk management frameworks, integrating them into strategies, risk appetite, and contr ols, while using
forward -looking tools, scenario analyses, and counterparty engagement for long -term resilience

A Embedding of E SG risks into the regular risk management framework, systems, and processes , ensuring consistency with overall business and

ESG risks risk strategies, including policies and limits.

management A Manage and mitigate ESG risks over the short, medium, and long term (at least 10 years).
principles A Tools should be considered, among others, engagement with counterparties, financial or conditions terms or  pricing adjustments, ESG
embedding within global, regional and sectoral risk limits, diversification of lending portfolios or financing reallocation to better ESG profiles.
A Consider ESG risks when developing and implementing business and risk strategies
: A Understand how ESGrisksi mpact t he ¢ ompany 6 andisssategiccobjectiveso.d e | s
Strategies & . . . . . o A . .
e A Consider how these risks may affect the ability to achieve strategic objectives and remain within the risk appetite

A Formulating and monitoring ESG risk -related strategic objectives and related Key Performance Indicators based on insights from portfolio

alignment, environmental scenario analyses and stress testing.

AClearly define all material ESG risks to which the institution is exposed and the type and extent that it is willing to assume .

Risk AsSet risk appetite and associated KRIs are appropriately cascaded down within institution, including limits, thresholds and exclusions. These should be
appetite subject to monitoring and escalation processes.

AAt least consider metrics listed by EBA  with backward-looking and forward-looking views. I&
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A Clear communication from the managementbody ( 6t one f r o pronote eknowledgedoj ESG factors and risks across the institution , as
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Internal culture, well asawareness o f t he | ESGtsirategid objectivésand commitments
capabilities & A Provide training to ensure staff and management understand ESG implications  and foster a culture of responsibility ~ across all levels.
controls A Embed ESG risks into internal control frameworks — across the three lines of defense with a clear definition and assignment of responsabilities and

reporting lines.

Significant updates with respect to the draft 4
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Annex 10: Final Guidelines on the management of ESG risks
Minimum standards and reference methodology for the management of ESG risks

Institutions must embed ESG risks into risk management frameworks, integrating them into strategies, risk appetite, and contr ols, while using
forward -looking tools, scenario analyses, and counterparty engagement for long -term resilience

and large counterparties and/or by increasing the frequency and granularity of these reviews due to ESG risks.

Aset Early Warning Indicators and backward - and forward -looking ESG risk metrics , such as historical losses related to ESG risks and the share of income
stemming from business with counterparties contributing to climate change. As part of their management, institutions should have in place sound processes to
identify, prevent and manage risks resulting from greenwashing or perceived greenwashing practices. A

A Embed ESG risks in ICAAP and ILAAP by aligning appetite, thresholds, and limits to identify and measure internal capital needs , ensuring regular updates .
A Include in the ICAAP a forward -looking vi ew of i nstitut iuoder@sademsescenaid thatdnelgdasamvijonmental elements specifying any
ICAAP/ changes_to their business plan derived from climate risk stress testing, ip line with EBA Stress Testipg Guidelingsl. . _ . .

‘g ILAAP A Differentiate focus areas: ICAAP s_hould address t_)road ESG risks , while ILAAP shpuld targ_et enwronme_ntal nsk_s with apprqpnate time hpnzons. _
c A Launch of draft Guidelines on Environmental, Social and Governance (ESG) scenario analysis, which detail the expectations of adopting forward -looking
2 approaches and incorporating the use of scenario analysis as part of their management framework totesti nst i t uti onsdé fi nancial and bu
@ resilience to the negative impacts of ESG factors.:
IS
E Credit risk AEmbedding in credit risk policies  to ensure clear processes to identify, measure, manage, mitigate and monitor impacts from ESG.
fg’, policies & Almplement quantitative credit risk metrics  covering most significant client segments, type of collaterals and risk mitigation instruments.
§ © procedures AEnsure that credit sectoral policies, reflecting ESG risks, are cascaded down to business lines and business relationships officers.
§'(£ Assess current and potential future  ESG-related impacts on market, liquidity & funding, operational, reputational & concentration risks
'§ m AMarket : how ESG risk affect the value of the financial instruments, evaluatethep ot enti al ri sk of |l osses and increasled vol
= - establish effective processes to control or mitigate the impacts.
g o Other risk ALiquidity : how ESG risks affect net cash outflows or the value of assets comprising their liquidity buffers and, where appropriate, incorporate these impacts into
Y policies the calibration of thelr _buffer_s or I’I.Sk managgmgnt framework. Alsp assess the availability and stability of funding sources at different time horizons and
S E normal/adverse conditions (including potential impacts on reputational risks).
JT_; g AOperations: how ESG risks affect regulatory risk event types and the potential impacts on conduct risks, litigation and reputational risk related to lending
L= and investing in business which may be prone to ESG-related controversies
-cgu g AcConcentration: assess of shares of exposure affected relative to total & if ESG-related concentration aggravates its financial vulnerability
g AMonitor ESG risks on a continuous basis through internal reporting framework to senior management, implementing a granular monitoring of counterparties,
_g exposures and portfolio, integrating ESG risks into regular reports. Include ESG factors in regular credit reviews for medium  -sized and large counterparties
§ Almplement granular and frequent monitoring of counterparties, exposures, and portfolios assessed as materially exposed to ESG risks , including through
2 Monitoring incorporating considerations of ESG risks  into the credit risk monitoring process  of retail counterparties and into regular credit review for medium -sized
E
£
P

Significant updates with respect to the draft
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mOManagen;f\glggsg”’f;gggﬁ © Management Solutions 2026. All rights resenfed Pagel63


https://extranet.eba.europa.eu/sites/default/documents/files/documents/10180/2282644/2b604bc8-fd08-4b17-ac4a-cdd5e662b802/Guidelines%20on%20institutions%20stress%20testing%20%28EBA-GL-2018-04%29.pdf?retry=1
https://extranet.eba.europa.eu/sites/default/documents/files/documents/10180/2282644/2b604bc8-fd08-4b17-ac4a-cdd5e662b802/Guidelines%20on%20institutions%20stress%20testing%20%28EBA-GL-2018-04%29.pdf?retry=1
https://extranet.eba.europa.eu/sites/default/documents/files/documents/10180/2282644/2b604bc8-fd08-4b17-ac4a-cdd5e662b802/Guidelines%20on%20institutions%20stress%20testing%20%28EBA-GL-2018-04%29.pdf?retry=1
https://extranet.eba.europa.eu/sites/default/documents/files/documents/10180/2282644/2b604bc8-fd08-4b17-ac4a-cdd5e662b802/Guidelines%20on%20institutions%20stress%20testing%20%28EBA-GL-2018-04%29.pdf?retry=1
https://extranet.eba.europa.eu/sites/default/documents/files/documents/10180/2282644/2b604bc8-fd08-4b17-ac4a-cdd5e662b802/Guidelines%20on%20institutions%20stress%20testing%20%28EBA-GL-2018-04%29.pdf?retry=1
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Annex 10: Final Guidelines on the management of ESG risks
Plans in accordance with Article 76(2) CRD VI

Institutions must align transition plans with Article 76(2) CRD6, integrating strategies, governance, and measurable targets to address ESG risks and
ensure long -term resilience

Alnstitutionds t rskomdbe based on a foiware -lodkinggbusiness environment analysis and strategic planning process ,
including an overview of the strategic actions and risk management tools .

AThe plan should address forward -looking ESG risk management aspects ~ while being consistent with other applicable requirements (due
diligence, sustainability reporting, and strategic actions ) to ensure the compatibility of business models with the transition to a sustainable

Key principles ; . T i
yp P economy (including objectives, actions and targets).

AEnsure that arrangements, processes and mechanisms related to their plans are consistent and wellintegrated, including in their subsidiaries
established outside of the Union,  and the obligation of those subsidiaries to be able to produce data and information relevant to the purpose of
supervising consolidated plans.

>

Roles & responsibilities: assign ESG responsibilities across the 3LoD. Approval/oversee of plan implementation by management bodies.

T

Internal process and capacity: regular interaction at all levels of the organization to ensure that insights and feedback from internal
stakeholders. Ensure sufficient capacity, expertise and resources to develop, implement and monitor their transition planning process, identifying
existing gaps in skills and expertise and take remedial actions where necessary

A Institutions should have in place sound governance processes to collect, validate and aggregate the data  that are needed to inform their
transition planning efforts and monitor their implementation.

Governance

ASet and monitor the targets with cascade these down to the sectoral/portfolio levels at least for the materially exposed sectors and portfolios
Metrics subject to these risks (different time horizons and applying scenarios ! and patways consistent with the bank).

Targets & Climate ACombination of metrics related to climate related risks and management of, environmental risks other than climaterelated , e.g. risks stemming
scenarios from the degradation of ecosystems and biodiversity.

AMonitor and address ESG risks  that stem from the short, medium and longterm regulatory objectives of the jurisdictions in which they operate. -

1. Profitability impact assessment.

<
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Annex 10: Final Guidelines on the management of ESG risks
Plans in accordance with Article 76(2) CRD VI

Institutions must align transition plans with Article 76(2) CRD6, integrating strategies, governance, and measurable targets to address ESG risks and
ensure long -term resilience

Institutions should document their plans including their methodologies, assumptions, criteria, targets and actions planned to reach targets ,
along with performed and scheduled revisions. It is required to monitor the plan implementation , using the reference metrics provided and
performing regular projections to assess its ability to achieve their targets.

A Strategic objectives and roadmap of plans: (i) overarching strategic objective to address ESG risks  in the short, medium and long term
in line with overall business strategy and risk appetite; (ii) set of longterm goals with intermediate milestones to ensure resilience of the
business model towards ESG risks; (iii) key assumptions, inputs and background information related to these objectives , including outcomes
of materiality assessments, portfolio alignment assessments and other scenario analyses.

A Targets and metrics: (i) quantitative targets set to address ESG risks; (i) portfolios, sectors, asset classes, business lines and, where
applicable, economic activities (i.e. individual technologies) covered by targets and monitoring metrics; (i) time horizons over which targets
Transition and metrics apply.
Planning A Governance: (i) roles and responsibilities  related to plan validation and implementation, including escalation steps in case of deviation from

targets; (ii) capacity and resourcerelated actions  to ensure appropriate knowledge, skills and expertise for effective implementation;
integration in remuneration policies; (iii) data and systems used for the transition planning process.

A Implementation strategy: ~ overview of short, medium, and longterm actons t aken or t o ac hi e (ijeadaptitiens gol ands t ar
policies and procedures on financial risk categories and to lending and investment policies and conditions on key economic activities, sectors

and locations; (iii) changes introduced to the mix and pricing of services and products ; (iv) investments and strategic portfolio allocation
supporting the institutionds business strategy and risk appetite.
A Engagement strategy: (i) policies for engaging with counterparties; processes, methodologies and metrics  used for collecting and
assessing information related to counterpartiesd exposengagenteot ESG r i s k¢
practices.
1. Profitability impact assessment. Significant updates with respect to the draft

<
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Global context

Cross regulatory trends

Financial Regulatory trends

Annex

1. Social Taxonomy

2. Environmental Taxonomy

3. TNFD Framework

4. ISSB Sustainability disclosure standards

5. Corporate Sustainability Reporting Directive

6. New rules on Climate -related disclosures

7. Corporate Sustainability Due Diligence Directive
8. Supervisory expectations

9. ECB Supervisory Priorities

10. Final Guidelines on the management of ESG risks
11. Methodology for a Climate risk stress test

. Pillar 3 ESG
. Enhancement and Standardization of Climate -

Related Disclosures for Investors

. Final Guidelines on Environmental Scenario Analysis
. Omnibus legislative package
. Disclosure of climate -related financial risks




Annex 11: Methodology for a Climate risk stress test

Context
The growing relevance of climate -related risks is giving rise to a context in which supervisory bodies are conducting exercises to
assess the resiliency of the financial sector to these risks in the short and long term. | n this context, the ECB has published the

Climate risk stress test methodology which outlines the main characteristics of the 2022 climate risk stress test

After the Paris Agreement in 2015, the concern about the climate-related risks has come to the forefront of the industry and the regulators . The exposure
to transition and physical risks can have a significative impact to the banking sector , increasing the credit, market, operational, or liquidity risks, among

others.

exercises ! (for example, the ACPR, in France, the BoE in UK, DNB in The Netherlands, the EBA pilot sensitivity analysis exercise). The objective is to
understand the magnitude and the potential impact of these risks in the individual institutions and in the financial sector.

@ Therefore, many regulatory and supervisory bodies have begun to develop methodologies and conduct scenario analysis and stress testing

For the development of methodologies and the data used in the exercises, supervisors are leveraging on the many global initiatives working for the
understanding of these risks, its measurement and management: the UN initiatives, the IPCC, working groups for development of methodologies (2DII,
PCAF, etc.); many scientists, research groups, and public or private agencies for the collection of data, development of models and climate scenarios (IEA,

NGFS, PIK, DDPP, etc.); publications and advice from regulatory bodies (BCBS?, NGFS3).

In addition, the EBA and the ECB have issued draft regulation and guidance that includes this topic: the EBA Discussion paper on management and
supervision of ESG risks for credit institutions and investment firms includes stress testing requirements, and the ECB Guide on climate-related and
environmental risks incorporates a description on ECB expectations for institutions relative to climate-related and environmental risks.

Finally, the ECB intends to conduct a full supervisory assessment of all climate-related and environmental risk management practices and a

0@ supervisory stress test on climate risk in the first half of 2022. To this end, the ECB has already started a supervisory dialogue with the institutions and
has published the methodology to carry out the exercise.

BANKING SUPERVISION

2 BCBS: Climate-related financial risks i measurement methodologies. April 2021

moManagen}\g%ggi’lfgﬂgﬁ 3 NGFS: Guide to climate scenario analysis for central banks and supervisors. June 2020 © Management Solutions 2026. All rights resented Pagel67
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https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.climateriskstresstest2021~a4de107198.en.pdf
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.climateriskstresstest2021~a4de107198.en.pdf
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.climateriskstresstest2021~a4de107198.en.pdf
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.climateriskstresstest2021~a4de107198.en.pdf

Annex 11: Methodology for a Climate risk stress test
Executive summary

The ECB has outlined the characteristics of the 2022 climate risk stress test exercise in order to provide banks with guidanc e on how
to conduct the exercise. The main characteristics are: 1) the quality assurance process and ii) the stress test modules.

The quality assurance process serves to enhance the
supervisory understanding of what climate -relevant ffaN

data banks have available and the limitations when Y Module 1: Questionnaire on the stress test framework
assessing climate -related risks.

The purpose of this module is to gain an illustrative overview of
the i nst i tinternally mv@ilble stress testing capability
and capacity including its climate risk stress testing
framework, management and modelling practices.

Module 2 : ciimate risk metrics

The purpose of this module is to shed light on bank s &
analytical and data capabilities regarding climate risk.
More specifically it provides e insights into the sensitivity of

b a n kircdme to transition risk, their exposure to carbon-
intensive industries and, in that sense, the sustainability of

the b a n lbusidess mode.

\ﬁ Phase 1: Data collection

A Banks are required to complete the template and
produce results based on the instructions set out in
the methodology?.

reh
Phase 2: Quality assurance

A The ECB will analyse the information submitted by
banks to ensure that the submissions are i) of a
satisfactory quality , ii) aligned with the instructions
set out in the methodology, and iii) provide
comprehensive  and reliable results for the
prescribed assumptions and scenarios.

Modules

The purpose of this module is to describe the
methodology for the starting point data and projections
that banks must provide for the bottom-up stress test
exercises targeting transition risk and physical risk .
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Annex 11: Methodology for a Climate risk stress test
2022 ECB climate stress test exercise

The stress test exercise covers three modules (questionnaire on the stress test framework, stock

bottom -up exercise)

-take on emissions, and

Qualitative questionnaire on 11 sections:

Existence and use of ST exercises
Governance and inclusion in Risk Appetite
Integration into strategy

Methodology used

Scenarios

Data and sources of information
Inclusion on the ICAAP

Future development plan

. Role of Internal Audit

10. EU subsidiaries of non-EU institutions
11. Methodological assumptions and choices

Description
© O N O WN

Estimation of two metrics:

1. Exposure to transition risks: Income (interest
income, fees, commissions) from GHG intensive
industries per sectors

2. Financed carbon intensity, separating Scope?! 1, 2
and 3

Scope:
A Non-financial corporate (non SME)

A Metric 1: 80% gross interest income, max 5
countries. Reference date: from Jan-21 to Dec-21

A Metric 2: 15 counterparties per 22 sectors.
Reference date: average revenues for 2018,2019
and 2020, emissions data as of December 2020 ’i

Module 1: Framework questionnaire Module 2: Stock -take on emissions Module 3: Bottom -up climate ST

Risk projections:

1. Credit? (impact on impairment; static balance
sheet in s/t, dynamic in I/t):
A Transition: baseline and disorderly (3y), orderly,
disorderly and hot house? (10-30y)
A Physical (EU Corporates & SMEs and real state
and mortgages): drought and heatwave, flood
(1y from 1Jan22)
2. Market:
A Bonds, equity and directly connected
derivatives in the HFT
A Shock on valuation
3. Operational: Qualitative questionnaire regarding
operational and reputational risk
>

A Completion of the questionnaire
A No additional documentation requirement

0
4+
=
()
=
()
o=
>
o
)
o

Aligned with FINREP

Groups of sectors: NACE i level 2
Documentation:

A Actions carried out by the bank
A Emission calculation approach

o Io I

A Some banks donét submit
A Groups of sectors: NACE i level 2
A For mortgages, by EPC groups
A Documentation:
A Assumptions and methodology

A Consistency w/ public commitments

1 Scope 1 directly emissions; Scope 2: indirectly from energy consumption; Scope 3: other indirect emissions along o r g a n i svaldeichain. 6 s

2 Includes both

Mg ©ManagementSolutions s NGFS scenarios, published on 7-june-2021

Making things happen

project
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Annex 11: Methodology for a Climate risk stress test
2022 ECB climate stress test exercise

The climate stress test methodology considers different scenarios with different methodologies and time horizons

Scenarios
/ A Transition risks *: short term (3 years) under baseline and stress and long term (30Y scenarios) under orderly, disorderly and hot-house scenarios
¢ A Physical risk 2: short term (1 year) under baseline and stress scenarios for drought and heatwave and flood scenarios

< EltelzE! Short term 2EEElE 3 years Cﬁ]rg Osrﬁ/,ltg I&oRaEn > static balance
= stress Stress (20221 2024) ' ' sheet
- (Cover al least (disorderly) + mortgages
e 80% EAD,
= max. countries 5 in Orderl
2 - Lengiterm _ y 30 years Corporate Loans Dynamic
= country in long paths Disorderly (2030, 2040, Incl. SME, CRE balance sheet
o : Drought & Baseline 1 year Corporate Loans
0 EU Countries heat risk Stress (2022) (Incl. SME)
E ( . Static balance
Cover al least
2 _ sheet
80% EU EAD,
£ max (;5 countries) - Baseline 1 year Mortgages +
o ' Flood risk (2022) CRE loans
Stress

1 Transition risk refers to financial losses that an institution may incur, directly or indirectly, as a result of the process of
adjustment towards a lower carbon and more environmentally sustainable economy.
. 2 Transition risk refers to financial losses that an institution may incur, directly or indirectly, as a result of the process of

moMa”age”Liﬁgfgjﬁ‘;ﬂgﬁ adjustment towards a lower carbon and more environmentally sustainable economy. © Management Solutions 2026. All rights resented Pagel70



Annex 11: Methodology for a Climate risk stress test
Related normative

The stress test exercise covers three modules with their corresponding templates to be completed

Input Input Countries of bank's main exposures and NACE sectors of bank's main exposures
Module 1 M1 Questionnaire Qualitative assessment Questionnaire on climate stress test framework
I\/I2_Metric 1 Metric 1 Information for Income, Fee & Commissions, Exposures

Module 2 Information for counterparties' emissions - Calculation of GHG metric by scope, amount of scope 1,

2 and 3 emissions and counterpartiesd revenues for the
Historical data and projections on credit risk parameters , REA, exposures and provisions for the

M3 TR ST CR Short-term Transition risk Credit risk main 5 countries detailed by NACE sector (corp) and EPC (real estate) and under the baseline and

- short term disorderly scenario (20211 2024)

M2_Metric 2 Metric 2

M3_TR_ST_MR Short-term Transition risk Market risk Historical data and projections on market risk parameters  divided into short and long positions

Historical data and projections on credit risk parameters, REA, exposures and provisions for the
M3 TR LT CR Long-term Transition risk scenarios credit risk  primary country of loan activity detailed by NACE sector (corp) and EPC (real estate) under the long
term scenarios (2030, 2040 and 2050)

Dynamic balance sheet qualitative Questionnaire on dynamic balance sheet approach

Module 3 M3_TR_LT_CR_inputs

assessment
Historical data and projections on credit risk parameters, REA, exposures and provisions for the main
M3 PR _DH_CR Physical risk Drought & Heat Credit risk 5 countries detailed by NACE sector and under baseline and drought and heat scenario (1Y
- projections)
Historical data and projections on credit risk parameters, REA, exposures and provisions for the
M3_PR_FL_CR Physical risk Flood risk Credit risk main 5 countries detailed by probability of flood area and under baseline and flood scenario (1Y
projections)

Operational /Reputational Risk qualitative

Questionnaire on operational/reputational risk approach
assessment

M3 _op_rep_assessment

A/ .
mOManagenLigggsgjﬁlglgggf © Management Solutions 2026. All rights resenfed Pagel71



Annex 11: Methodology for a Climate risk stress test
2022 ECB climate stress test exercise

Tight calendar to comply with all the requirements to be completed during the preparation of the exercise phase

Calendar SEEES

Data quality and quality assurance
(continuous interaction with the ECB during this period)

May 62115" Oct 6 |[Ret21-Jan22 |[Beg. MarnBRd®2 Marg2Ray 62?2 Jund22 Jul 0622
Methodology . . .
publication and | Final methodology . Startl_ng point and 1° s_ubn_nssmn of 22 submission of | Final submission Publication of
o Scenarios historical projections and
preliminary and templates ublication inf . thodol t results to the ECB results
templates publication p information methodology nots
-~ S =
oopY Pas Y | B3
[ J [ J [ ] [ J [ J [ J [ J [ J

mOMa”age%i’,}Efg#;ﬂggf 1 Preliminary dates based on previous EBA wide stress test exercises. © Management Solutions 2026. All rights resented Pagel72



Annex 11: Methodology for a Climate risk stress test
Supervisory declared intentions for stress testing exercises

The 2022 ECB climate stress test exercise implies several challenges for the entities related to the coordination of the
exercise, qualitative information requested, data, models and methodologies, tools and the development of the exercise

Coordination of several areas involved
Define the roles and responsibilities of the areas involved
New and complex project being key to organize it in an efficient way, defining the working plan and the workstreams

® O
MW\ coordination

b Qualitative
information

> > D

Actions plans to achieve the integration into the management : ST framework, Risk Appetite, RIA, ICAAP, Internal Audit, é
Some of the questions refer to ongoing / TBD initiatives to comply. It is important to ensure the consistency with ECB director plan
Tight deadlines to ensure changes performed, approved and in place previous to launch of the Climate ST exercise

> > >

10

A Review and adapt current data dictionary  for ST exercises to include new metrics

A Availability of data for complete the modules 2 (indicators) and 3 (projections): scope (income by sector and country / GHG emissions by cpty),
.., Data metrics (emissions, EPC rating,etc), segmentation (CNAE, NUTs) and granularity (cpty / economic group)
g‘-« A Coordination and dependency of units  for the extraction of the data and cover the gaps

A Tactical approaches for the resolution of the data gaps and data quality issues identified

A Data aligned with regulatory reports:  prudential (COREP), financial (FINREP) and climatic (Pillar lll on ESG)

A Different scenarios with different methodology and time horizon: 1) s/t for baseline, disorderly (3Y) 1 transition scenariosi , physical risks: drought

and heatwave, flood (1Y) and operational events; 2) I/t for the NGFS transition scenarios (10-20-30Y)

OQ M(:]dzlsl and A Dynamic balance sheet implies coordination with business to forecast exposures based on their decarbonization strategy
= methodology A Lack of historical data and lack of references for modeling the interactions between climate, macro and financial sector
A Tactical approach (alternative methodologies and proxies) to define the methodology based on current one in case of lack of models or data
el A High impact on the adaptation of  current ST tools
A Dependency on the internal projections methodology could imply tight deadlines to adapt the tools

Tight deadlines to comply to the tentative calendar (similar calendar as the EBA ST 2021 exercise)
No availability of regulatory reports ~ (COREP, FINREP) until the beginning -mid of February

No sensitivity on results and evaluation process

Quialitative outcome could be a potential factor into the SREP (Pillar 2 Requirement (P2R))

@
4 Development of
T—l_ the exercise

mOManagen}digsgsg”’;l:ggﬁ © Management Solutions 2026. All rights resented Pagel 73
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Annex 11: Methodology for a Climate risk stress test
Related Risks associated with climate change

Many regulators and supervisors are focusing on the development of climate stress testing methodologies, for its
incorporation as a supervisory tool

OBJECTIVE OF STRESS TESTS DECLARED INTENTION FROM SUPERVISORS

A Supervisors have expressed their intention of develop climate stress testing

A Multiple central banks and banking regulators aim to add climate-related methodologies in the near term?2.
risk scenarios to their Stress Test frameworks, with the objective of ABanksé transition risk scenario anhlysis
Understanding the impaC'[ of these risks on the financial System as a parameters for Counterparties belong|ng to Specrﬂc sectors.
whole , or financial institutions and the impact on balance sheets?: ABanksd physical risk analysis tendp to fo

(particularly mortgage).

Examples of how central banks and supervisors assess different risks Types of measurement methodologies planned or in use:
Objective Types of risk assessment yes Mplanned = no
A Assess financial firm-specific risks Stress testing, challenging firm Clmate related nsk assessment in placo |

capital adequacy assessments

8 Exposure analysis [
w "
B Assess financial system-wide risks Stress testing, research on individual 2 ] )
- 8 = [ Stress-testing )
transmission channels 3 3 i
E E\ Other scenano- or sensitivity analysis ]
- 0
C  Assess macroeconomic impacts Macroeconomic forecasting, E g Other
research on structural changes o >
- - - - - 2 i Cxposure analysis 1
D  Assessrisks to own balance sheet Credit and market risk analysis, stress testing - =
Q 2
5 = [ Stress-testing )
g 5
= = Other scenano- or sensitvity enalysis I

0% 20% 40% 60% 80% 100%

1 NGFS: Guide to climate scenario analysis for central banks and supervisors. June 2020

moManagen}Mea%gSgiﬂt:ggﬁ 2 BCBS: Climate-related financial risks i measurement methodologies. April 2021 © Management Solutions 2026. All rights resented Pagel 74



Global context

Cross regulatory trends

Financial Regulatory trends

Annex

1. Social Taxonomy

2. Environmental Taxonomy

3. TNFD Framework

4. ISSB Sustainability disclosure standards

5. Corporate Sustainability Reporting Directive

6. New rules on Climate -related disclosures

7. Corporate Sustainability Due Diligence Directive
8. Supervisory expectations

9. ECB Supervisory Priorities

10. Final Guidelines on the management of ESG risks
11. Methodology for a Climate risk stress test

. Pillar 3 ESG
. Enhancement and Standardization of Climate -

Related Disclosures for Investors

. Final Guidelines on Environmental Scenario Analysis
. Omnibus legislative package
. Disclosure of climate -related financial risks




Annex 12: Pillar 3 ESG

Milestones

On 24 January 2022 EBA published its Final Report on the ITS on Pillar 3 ESG risks . With these templates , EBA aims to
develop a single and complete framework of Pillar 3 under CRR, which integrates all the requirements of relevant
information for prudential purposes

Calendar
March 2021 June 2021 Jan. 2022 June 2022 Dec. 2022
b @& & W J
o | Consultation o i
Publlcatlor_1 of period Definitive ITS 1st ESG Final
Consultation publication Report entries ESG Pillar 11l
Paper into force reporting

Scopeof
Pillar 3

ESG

ﬂ@.o ManagementSolutions
Making things happen

end 20222

related to year

phase-in period
Phasein period related to:

»  Financedemissions (GHG
Protocol: scope 3)

» Disclosure of KPIs related
to Taxonomy disclosures
(including GAR)

A Disclosure of new KPI
(BTAR) similarto GAR,
which includes in
numerator information of
entities not subject to
NFRD obligations

disclosure

Dec. 2023 20241 June 2024

Review of the

publication by
EBA

Final ESG
entries into
force

GAR KPI

obligation

Reporting of information on those assets which are more exposed to the risks that institutions may face from the transition to a low -
carbon and climate resilient economy or subject to climate change physical risk, including those exposures towards non-financial

corporates of banking of the institution by sector of economic activity.

Sequential approach , in line with the approach that has been followed in the development of the Taxonomy Regulation and other relevant
ESG initiatives in the EU (planned developments of other environmental objectives and social objectives).

Timing of disclosures , with transitional and phase-in periods until June 2024, for certain issues (Scope 3 Emissions, ESG for corporations not

subject to NFRD,...).

Proportionality , taking into account the challenges to be faced when preparing the required ESG disclosures (use of proxies, Taxonomy
compliance with EU criteria for objetives 1 and 2 for non-EU exposures, certificates and level of energy efficiency for non-EU exposures,...).

1. The ITS explicits that the results of the publication will be reviewed tentatively in 2024
2. This information shall be disclosed on an annual basis for the first year and semi-annually thereinafter. This means that the disclosure for the first year would be
annual, and related to the disclosure reference date 31 December 2022
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Annex 12: Pillar 3 ESG

Overview of structure and main contents
12 quantitative templates transition risks (4), physical risk (1) and mitigation actions (7) related .
5 to be disclosed on March 2023 with reference date 31 December 2022
3 to be disclosed by 2024

Structure of Pillar 3 ES@isclosure
Quantitative information®

Climate change transition risk .
ris @{li_ Malin contents

Template 1 Template 2 Template 3 Template 4 Template 5

Credit quality  Loans Alignment Exposures in Exposures in

of exposures  collateralized metrics on the banking the banking

by sector. by immovable relative scope book to top book subject . . . . .

Scope 3 property i by 3 emissions  carbon to physical Credit quality of exposures by carbon-intensive and sustainable sectors

Emissions. EPC intensive risks and GHG emissions. Scope 3 emissions for oil, gas, and mining sectors

[I\)/Iue::tlt(lgtt;/ firms shall start to be disclosed when available, from 2021 onward and additional
D.22-Jul.24 D.22-Jul.24 sectors will be added subsequently until June 2024 (full requirement).

Energy efficiency of the collateral and immovable property obtained by

Alignment metrics on relative scope 3 emissions. Disclosure In

Template 6%, 7and 8 3§ Templates 9.1-0. Template 10 accordance with institutions Paris Agreement sectoral alignment.
ummary of GAR Sumary of BTAR Other mitigating Exposures to top 20 carbon intensive firms in the World
gﬁg ﬁ;slms glﬁi ‘K\;Tets EERE Exposures subject to physical risks
Green Asset Ratio (GAR): assets, KPI on stock and flows
D.23 D.22 Banking Book Taxonomy Alignment Ratio (BTAR) assets, KPI on stock
o ) and flows
Qualitative information Other climate change mitigation actions : bonds and loans by type of
ESG qualitative information : governance, business model and strategy,
Table 1 Table 2 Table 3 risk management.
Qualitative info. on Qualitative info. on Qualitative info. on
Environmental risk Social risk Governance risk

NSOM“”age”Liﬁffﬂﬂggﬁ 1. Firstdisclosure reference dates per template. New templates: GAR summary (T6) and BTAR templates. © Management Solutions 2026. All rights resented Pagel 77



Annex 12: Pillar 3 ESG

Main changes- Final vsprevious draft
NACE allocation might be different from FINREP, clarifications on finance emissions disclosure roadmap, EPC expanded to

IWo

IVG.O Manage

EU countries, alignment metrics disclosure aligned with Paris agreement sectoral alignment, top polluting

limited to top 20 in the word, simplified physical risk disclosure, trading book out of scope, GAR delayed, new BTAR

NACE

Financed

emissions

Immovable
properties

Alignment

metrics

rl dos
Carbon
Emitters

mentSolutions
Making things happen

Additional details claryfing the relevant NACE to disclose. Implications in
additional criteria to consider in the reconciliation with Taxonomy and
FINREP relevant NACEs.

Scope 3 finance emissions should be specifically disclosed.

Clarifications on disclosure roadmap: oil, gas, and mining sectors shall
start to be disclosed, when available, from 2021 onward and additional
sectors will be added subsequently until June 2024 (full requirement).

Certificates of EPC labels equivalences required for non-EU countries
Buckets by Level of energy consumption should be estimated

Disclosure roadmap in accordance with institutions Paris Agreement
sectoral alignment.

Deeper IEA sectorization and corresponding NACE relation detailed.
New alignment metrics are defined

Also, target metric (3 years horizon) and the year of reference of the
alignment metrics is requested

Aggregated exposure towards Top 20 carbon intensive firms in the world
over total exposure .
Top 20 EU and Top 20 Member Estate not needed anymore.

Credit Risk

Market risk

Physical risk

GAR

New KPI
BTAR

Other
mitigation
actions

Average PD not required anymore.

Trading book excluded from the perimeter.

Breakdown by acute and chronic subtype of events deleted.

GAR disclosure delayed one year: December 2023 as new reference
date
New template for summary of the GAR is included (Template 6)

New KPI Banking Book Taxonomy Aligned Ratio (BTAR) included with
corresponding new templates 9.1, 9.2, and 9.3

Similar KPI to GAR, but including in the numerator of the ratio taxonomy
compliant operations from counterparties not subject to NFRD (EU and
non-EU)

Further concretion about the kind of instruments to be reported: loans
and debt secuirities not aligned with EU taxonomy.

non

firms disclosure
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Annex 12: Pillar 3 ESG
Main challenges- Overview

Entities face the following challenges in order to obtain the necessary information for the Pillar 3 report

L
A Different reports in parallel with different synergies between them (e.g. climate stress test and Art. 8 of Taxonomy Regulation)

A Reconciliation : need to ensure consistency with other reports (FINREP / COREP / Pillar 3) and consistency with other supervisory
exercises (e.g. ICAAP, Climate Report, ESG ratings)

A Governance : several teams involvement per template / data requirement

e
High volume of unavailable information , which implies:

A Gaps between the information requested by regulation in Pillar 3 ESG and the information available : client classification (i.e. NACE
codes), collaterals (i.e. EPC label), exposures (i.e. sustainable exposures)

A Integrity: same (climate and non climate data for different uses.
A Need to launch lines to capture information both internally and externally
A Need to define tactical solutions / proxies for the first disclosures .

A Different treatments for stock and new production .
A Data quality remediaton plans will be required .

[ ——

A The involvement of countries  is necessary for providing information
A In the case of subsidiaries outside the European Union , there are different regulations by jurisdiction

mOManagen}gﬁfgsgi”f;g;g; © Management Solutions 2026. All rights resented Pagel79



Annex 12: Pillar 3 ESG
Main challenges- Detalls of data & information gaps

Key aspects on most relevant climate related data: NACE, EPC, financed emissions and sustainable exposures

NACE

EPC

A Higher granularity than traditionally considered for reporting
purposes.

A Equivalences must be developed for Non-EU countries
where local sector activities does not fit with NACE
classification.

A Different from FINREP criteria.

A Use of external suppliers to obtain EPC for the stock.
A Lack of equivalent labelling regulation outside EU.

A Implementation of  energy
methodology .

efficiency estimation

Financed emissions and alignment metrics

Sustainable exposures

A Implementation of financed emissions estimation
methodology (such as PCAF).

A Difficulty on estimating alignment metrics distance to IEA
NZE2050 scenario (such as tons of CO2/GJ), including a
larger scope of sectors and three year target projection.

A Criteria for management (e.g. target setting) vs reporting .

A Implementation of screening criteria on products to identify
green exposures under taxonomy and under management
criteria.

A Obtaining taxonomy compliant information disclosed by
clients: limited information available with focus on EU and
non EU corporations, specially for those not subject to
NFRD.

mo ManagementSolutions

Making things happen
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Annex 12: Pillar 3 ESG
Detail by template (1/3)

In the Final Report launched by EBA, the following templates are detailed , which gather qualitative and quantitative
information regarding the new reporting requirements on the climate transition

Draft . . . Entity

Table 1

Qualitative information

X
0
S
=
i)
=
)
c
[
=]
Q
o)
c
©
<
3
D
©
£
O

T4

m’o ManagementSolutions

Making things happen

Table 1 - Qualitative information on
environmental risk.

Table 3 - Qualitative information on governance
risk.

Template 1 - Banking book- Climate Change
transition risk: Credit quality of exposures by
sector, emissions and residual maturity.

Template 2 - Banking book - Climate change
transition risk: Loans collateralized by immovable
property - Energy efficiency of the collateral

Template 3 - Climate change transition risk T
alignment metrics for the banking book.

respectively

*To be disclosed with reference date 31 December 2022, 31 December 2023 and 31 July 2024

Integration of environmental risks into business strategy
and processes, governance and risk management

The integration of social risks into its 5 business
strategies and processes, governance and risk
management is described

The integration of governance risks into its business
strategy and processes and risk management is
described

Risks that institutions face from the transition to a low-
carbon economy. Credit quality of exposures by carbon-
intensive , sustainable sectors and GHG emissions and
breakdown by maturity bucket.

Includes information on the distribution of real estate
loans and advances and collateral recovered energy
efficiency (EPC label) by EU area and non-EU area.

GHG emissions intensity by sector and distance to
benchmark scenario based on alignment metrics

Significant
change

The three aspects under which the disclosure
requirements are focused on each risk
category are new: business processes and
strategy, governance and risk management.

The variables for other carbon-intensive
sectors and probability of default (PD) were
removed

Information on scope 1, 2 and 3 included on a
6best effort basiso.
CCM Alignment delayed to 2023 and 2024 for
NFRD and Non-NFRD respectively

Information on immovable properties on non-
EU countries are included

Exposition by energy efficiency buckets

CO2 Emissions are not to be reported

New sectors included

New alignment metrics to report on
Includes three-year target

Aligns with Net Zero Emissions 2050

Change

2022

2022
2023
2024

‘ No change © Management Solutions 2026. All rights resented Pagel81



Annex 12: Pillar 3 ESG
Detail by template (2/3)

Climate change

In the Final Report launched by EBA, the following templates are detailed , which gather qualitative and quantitative

information regarding the new reporting requirements on the climate transition

Draft . . . Entity

Template 4 - Banking book - Climate change
transition risk: Exposures to top 20 carbon-
intensive firms.

(Environmentally sustainable) exposures towards top 20
polluting firms in the world, EU and/or member state.

Only Top 20 World is considered
CCM Alignment delayed to 2023
Average Maturity is now requested

2023*

Physical

Template 5 - Banking book - Climate change

physical risk: Exposures subject to physical risk.

Credit quality of exposures prone to impact from climate
change events by geography and sector

The simplified version of this template is
maintained, the extended version is
eliminated (Old Template 7.2)

Maturity buckets are included

More detail on sources and estimates on a
best effort basis

2022

7
c
=]
=
3]
@©
o
=
IS
2
=
=

m’o Manage

Template 8 - Green Asset Ratio (GAR) KPIs.

Detailed information on the GAR showing the
Taxonomy-aligned activities. Green Asset Ratio (GAR):
assets, KPI on stock and flows

Information on GAR, by environmental objective and
counterpart, for specialized loans, transitory and
enabling activities, and the total GAR

*To be disclosed with reference date 31 December 2022, 31 December 2023 and 31 July 2024

respectively

mentSolutions
Making things happen Comission

**Refers to Article 8 of EU Taxonomy delegated act templates published by the European

Significant
change

Template included as a summary of the Gar
Turnover of the Stock and Flow

The disclosure of the templates related to the
calculation of the GAR is delayed to
December 2023 data

Adapts to GAR Asset template on taxonomy
(Tl)**

The disclosure of the templates related to the
calculation of the GAR is delayed to
December 2023 data

Adapts to the taxonomy GAR KPI templates
(T3 and T4)**

The disclosure of the templates related to the
calculation of the GAR is delayed to
December 2023 data

Change ‘ No change © Management Solutions 2026. All rights reserted Page182



Annex 12: Pillar 3 ESG
Detail by template (3/3)

In the Final Report launched by EBA, the following templates are detailed , which gather qualitative and quantitative

information regarding the new reporting requirements on the climate transition

Template 9.1 - Assets for the calculation of
BTAR.

Information on the gross book value of the relevant
assets for the calculation of the BTAR

New template included for the calculation of
the new Banking Book Taxonomy Alignment
Ratio (BTAR)

The part of companies not subject to NFRD
that is taxonomy compliant for the calculation
of the KPI is included in the numerator
Similar to GAR template 7.

2024

’VG.O Manage

Template 10 - Other climate change mitigating
actions
mentSolutions
Making things happen respectively

*To be disclosed with reference date 31 December 2022, 31 December 2023 and 31 July 2024

% of BTAR assets disclosed in template 1 compared to
total assets in BTAR denominator

Summary of the BTAR KPI, broken down environmental
objective, and total, and with the breakdown by stock
and flow

It provides information on other actions implemented by
the institution to mitigate climate change related risks. It
covers other institutions that are not included in template
7 and 8.

Significant
change

New template for BTAR calculation

Similar to GAR template 8

New KPI calculated based on the GAR and
including the new assets from template 9.1.

New template for BTAR summary
Turnover of the Stock and Flow.
Similar to GAR template 6

New fixed structure

No taxonomy-aligned detalil

Able to include info on actions that comply
with non-EU standards

<

Change ’ No change © Management Solutions 2026. All rights reserted Page183



Global context

Cross regulatory trends

Financial Regulatory trends

Annex

1. Social Taxonomy
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Annex 13: Enhancement and Standardization of Climate -Related Disclosures for Investors
General overview

In March 2024, the SEC published its final rules for the Enhancement and Standardization of Climate -Related Disclosures for
Investors. The new rules follow the recommendations of the TCFD and will be gradually applicable starting in FYB 2025

e Context Objective

A In 2010 the SEC issued guidance on how existing disclosure rules may require disclosure A Improve the consistency, comparability, and reliability of climate-
of climate-related risks, but the guidance has proven inadequate to meet the growing needs of related information for investors, based on the TCFD framework
investors. and the input of commenters.

A In March 2022, the SEC proposed rules amendments requiring registrants to include
extensive climate-related information in their registration statements and periodic reports (FS, m
10-K, 10-Q and 20-F). Proposed rules based on the comments received, such as adopting a
less prescriptive approach to certain disclosures, qualifying some requirements based on

materiality, eliminating some proposed requirements, extending some phase in periods, and
providing a safe harbor for certain disclosures.

A The compliance dates for the final rules are staggered and vary
depending on the size of the registrant and will be gradually
applicable starting in FYB 2025

Overview of Disclosure requirements

Climate -related Risks Financial Statement and Attestation of Scope 1 & 2
Disclosure Governance Disclosure other Metrics Disclosure Emissions Disclosure

o \ O
0)©) 0)e)
[ (@)
0}5) 0)°)
Overview of the Climate - Climate -related risks & Risk Management Disclosure GHG Emissions Metrics Climate -related targets and
Related Disclosure impacts on business, Disclosure goals and transition plan, if
o . Framework strategy and outlook D any
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Annex 13: Enhancement and Standardization of Climate -Related Disclosures for Investors
General overview

The compliance dates for the final rules are staggered and vary depending on the size of the registrant.

Compliance Dates under the Final Rules

Disclosure and Financial Statement . ; .
_ Effects Audit GHG Emissions/Assurance Electronic Tagging
Registrant
type Material Items
expenditures and 1502(d)(2)%, GHG scope 1 & 2 Limited Reasonable Inline XBRL
impacts 1502(e)(2)? and emissions Assurance Assurance
1504(c)(2)°
Large Accelerated Filer
(Public float > $700mm) FYB 25 FYB 26 FYB 26 FYB 29 FYB 33 FYB 26
Accelerated Filer FYB 26 FYB 27 FYB 28 FYB 31 N/A FYB 26
(Public float $75mm < $700mm
Non-Accelerated Filer FYB 27 FYB 28 N/A N/A N/A FYB 27
Emerging Growth Company FYB 27 FYB 28 N/A N/A N/A FYB 27
(<$1.235bn annual revenue)
Smaller Reporting Company N/A
(< $250mm public float OR < $700mm
float + < $100mm annual revenue OR No FYB 27 FYB 28 N/A N/A FYB 27
public float + < $100mm annual revenue)
(1) Item 1502(d)(2)elates to quantitative and qualitative disclosure on material expenditures incurred and material impacts on financigégatichassumptiond K+ G2 Ay YIFylF 3SYSyiQa | aasSaavySyias

to mitigate or adapt to climateelated risks.
(2) ltem 1502(e)(prelates to quantitative and qualitative disclosure of material expenditures incurred and material impacts on finaneéésstnd assumptions as a direct result of any disclosed transition plan
(3) Item 1504(c)(2Jelates to the disclosure on any material expenditures and material impacts on financial estimates and assumptionstassutlicéalisclosed targets or goals or the actions taken to make progress toward

meeting the target or goal.
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Annex 13: Enhancement and Standardization of Climate -Related Disclosures for Investors
SEC Final CR Disclosures

SEC6s climate disclosure final rul es are based on TCFD framewo
situation, including material C  -R risks that affect registrants business strategy, results of operations,

or financial condition and their transition plans

m’o ManagementSolutions

Overview of the Climate -Related
1 Disclosure Framework

A Purpose and scope. Improve the consistency,
comparability, and reliability of climate-related information
for investors, based on the TCFD framework and the
input of commenters.

A Applicability and format. Qualifying registrants
providing climate-related disclosures in their registration
statements or anual reports, , either in a separate section
or in other parts of the filing, using structured data.

A Content and revisions . Information about governance,
strategy, risk management, and metrics and targets
related to climate-related risks and opportunities.

A Relation to other jurisdictions reporting
requirements . Tailored to the needs of investors and the
situations of SEC registrants. Do not incorporate by
reference any third-party framework or procedures. But
may overlap with some of the reporting requirements of
other jurisdictions, such as the EU and California.

Making things happen

2 Climate -related Risks Disclosure

A Scope. Disclosing any material C-R risks that affect

registrants business strategy, results of operations, or
financial condition.

Categories of C-R risks . Physical (acute and chronic) and
transition risks (regulatory, technological, market, others).

Disclosure items?': 1) nature of the identified C-R risk
(physical or transition); 2) information necessary to
understand the nature and extent of the risk; 3) non-
exclusive list of disclosures to be provided, as aplicable
(e.g. geographic location and nature of properties,
processes, or operations subject to the physical risk, type of
transition risk and how it impacts the registrant).

Material C-R risk meaning that if there is a substantial
likelihood that a reasonable investor would consider it
important when determining whether to buy or sell securities
or how to vote or such a reasonable investor would view
omission of the disclosure as having significantly altered the
total mix of information made available.

(L] Changes from the proposal : i) eliminating the reference

to value chain impacts; i) making the disclosure
requirements less prescriptive, and iii) specifying the time
frames for assessing the materiality of risks, differentiating
between the short and the long term (beyond 12 months).

(1) Additionally, registrants can voluntarily disclose C-R opportunities as long as they provide citations for their claims.

Climate -related risks & impacts on
business, strategy and outlook

A C-R risks impacts . Describing C-R risks materially or
potentially materially affecting the registrant, their effects
on strategy, business model, outlook, mitigation/adaptation
efforts, and the financial effects of those risks and
activities.

A Targets & goals. Describing C-R voluntary adopted and
legally required targets or goals, along with the metrics
and methodologies used to measure and track progress,
and the use of carbon offsets or renewable energy
certificates.

A Transition plan. Describing transition plans if adopted to
manage material transition risks, to update the disclosure
each fiscal year by describing any actions taken under the
plan & their impacts on the registrant's business, results of
operations, or financial condition, & to include quantitative
& qualitative disclosure of material expenditures & material
impacts on financial estimates and assumptions as a
direct result of the disclosed actions.

A Scenario analysis . Disclosing scenario analysis if used to
assess C-R risks' impact on business, results and
operations, including descriptions, parameters,
assumptions and analytical choices used, and the
expected material impacts under each scenario.
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Annex 13: Enhancement and Standardization of Climate -Related Disclosures for Investors

SEC Final CR Disclosures

Final rules require governance disclosure, detailing board oversight and management's role in assessing climate risks. Risk
management disclosure outlines different processes. Financial statement disclosures aid risk assessment, with proposed

metrics and methodologies

Governance Disclosure

A

A Purpose. Enhancing investors' ability to evaluate A
regi stmaaagemend of C-R risks without being
overly prescriptive or influencing decision-making.

A Board oversight . Describing the board of di r ect or
oversight of C-R risks, identifying any board committee or A
sub committee responsible for such oversight and
disclosing how the board oversees progress against
disclosed C-R targets, goals or transition plans.

A Management oversight . Describingmanagemmlat 6 s
in assessing and managing material C-R risks, including
expertise of position holders, the processes by which they N
assess and manage such risks, and whether they report
to the board or a subcommittee.

Changes from the proposal: i) eliminating the
disclosure of specific board members expertise; ii)
elimination of the frequency of board discussions, and the
board's role in setting C-R targets or goals; and iii) limiting
the disclosure of managementEs oversight to material C-R
risks.

m’o ManagementSolutions

Making things happen

Rationale for the final rule. Investors need of more
consistent, comparable and reliable disclosure of
r e gi s tC+Raiskimanagement practices to inform their
investment and voting decisions.

0s
Disclosure items in the final rule: i) describing
processes for the identification, assessment, and

management of material physical or transition risks; ii)
decision-making prc :esses regarding risk mitigation; and
i) integration of ¢ imate risk management into their
overall risk management system.

Changes from the proposal : i) inclusion of a materiality
qualifier; ii) removal of prescriptive elements; and iii)
substitution of the terms "physical risk or transition risk™ for
“climate-related risk" to clarify and simplify the
requirement.

A

A

N

Expenditure effects . Disclosing expenditures expensed
and capitalized costs incurred due to severe weather
events, & other natural conditions, as well as the related
recoveries, charges, and losses, subject to a one percent
disclosure threshold and an attribution principle.

Carbon offsets and RECs disclosure : Disclosing
capitalized costs, expenditures expensed, and losses
related to carbon offsets and RECs in the financial
statements, as well as the beginning and ending balances
of capitalized carbon offsets and RECs, if they have been
used as a material component of a registrant's plan to
achieve its disclosed C-R targets or goals.

Transition activities . Disclosing costs and expenditures
related to carbon offsets and RECs.

Changes from the proposal . It is not required i)
disclosing some proposed financial impact metrics (i.e.,
changes to revenues or costs from disruptions to
business operations or supply chains) which would have
shown the effects of climate change on various financial
statement line items; and ii) general disclosing costs and
expenditures related to transition activities in the financial
statements.
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Annex 13: Enhancement and Standardization of Climate -Related Disclosures for Investors

SEC Final CR Disclosures

Final rules require governance disclosure, detailing board oversight and management's role in assessing climate risks. Risk
management disclosure outlines different processes. Financial statement disclosures aid risk assessment, with proposed

metrics and methodologies

7 GHG Emissions Metrics Disclosure

A Scope. LAFs and AFs that are not SRCs or EGCs are

required to disclose Scope 1 and/or Scope 2 emissions
metrics to their business if they are material to their
business.

GHG Emissions Metrics . Disclosing of any described
scope of emissions in the aggregate in terms of CO2e;
any constituent gas that is individually material; and iii)
the methodology, significant inputs and significant
assumptions used to calculate the GHG emissions. Not a
specific methodology for GHG emissions calculation is
required.

Disclosure Exclusions : i) disclosing Scope 3 emissions;
i) disclosing GHG emissions by SRCs and EGCs; and iii)
disclosing GHG emissions from a manure management
systems.

Timeline for Reporting GHG Emissions . Disclosing of
GHG emissions metrics for the most recently completed
fiscal year and, if previously disclosed in a Commission
filing, for the historical fiscal year(s) included in the filing.

m’o ManagementSolutions

Making things happen

A Scope. Disclosing Scope 1 and/or Scope 2 GHG

emissions by LAFs and AFs and obtaining an attestation
report from an independent third-party.

Assurance Levels & Compliance Dates. LAFs and AFs,
require limited assurance from the third FYB after the
compliance date for GHG emissions disclosure, with LAFs
needing reasonable assurance from the seventh FYB after
the compliance date.

[LJExemptions and modifications : i) SRCs and EGCs

exempted; ii) AFs exempt from reasonable assurance; iii)
extended phase-in periods; and iv) flexibility in C-R
disclosure placement.

Voluntary Assurance . Possibility to obtain any level of
assurance with specific requirements.

Scope. Any C-R target or goal that is material or
reasonably likely to be material to its business, results of
operations, or financial condition.

Additional information . Providing additional information
necessary to understand the material impact or reasonably
likely material impact of the target or goal, such as the
scope, unit, time horizon, baseline, and plan.

Progress and impacts . Disclosing progress toward
meeting the target or goal and how it has been achieved,
as well as the material impacts to its business, results of
operations, or financial condition as a direct result of the
target or goal or the actions taken to make progress
toward it.

Carbon offsets and RECSs. Disclosing certain information
about the use of carbon offsets or RECs if they have been

used as a material component of r e gi s tptama tot 6 s
achieve C-R targets or goals, such as the amount, nature,
source, project description, authentication, and cost of the
offsets or RECs

Compliance phase-in. Allowing registrants not to comply
with this requirement until the fiscal year immediately
following the fiscal year of its initial compliance date for the
subpart 1500 rules based on its filer status.
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Annex 13: Enhancement and Standardization of Climate -Related Disclosures for Investors

Presentation and Submission of the GR Disclosures

The Final Rule requires registrants to report the climate

-related disclosures through four main reports

1 Exchange Act annual reports
and Registration Statements

The final rules provide that a registrant (both domestic and
foreign private issuer) must file the climate-related
disclosure in its registration statements and Exchange
Act annual reports , for example, on Form 10-K.

Disclosing GHG emissions metrics may be incorporated by
reference from the registrant's Form 10-Q for the second
fiscal quarter or, for foreign private issuers, disclosed in an
amendment to their annual report on Form 20-F

Regulation S -K mandated climate -related

disclosure

The climate-related disclosures required under Regulation
S-K, except for any Scopes 1 and/or 2 emissions
disclosures, must be included in a separate,
appropriately captioned section of its filing or in another
appropriate section of the filing, such as Risk Factors,
Description of Business, or MD&A of Financial Condition
and Results of Operations, or, alternatively, by incorporating
such disclosure by reference from another Commission filing
as long as the disclosure meets the electronic tagging
requirements of the final rules.

ﬂﬁ'o ManagementSolutions

Making things happen

disclosure

Regulation S -X mandated climate -related

The registrants must provide the financial statement
disclosures required under Regulation S-X for the
r e gi s tmosarecenilyscompleted fiscal year, and to the
extent previously disclosed or required to be disclosed, for
the historical fiscal year(s) included in the filing, in a note to
ther e g i s tauditedfinancal statements .

n Electronically Reporting

The registrants will have to electronically tag both narrative
and quantitative climate-related disclosures in Inline XBRL.
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Annex 14: Final Guidelines on Environmental Scenario Analysis
General overview

The EBA GL on Environmental Scenario Analysis complement the ESG Risks GL by providing a framework for the analysis of
environmental risks across a range of scenarios, through common criteria, methodologies and stress testing

Context Objective Qg Next steps

A Factors such as climate change, environmental degradation and loss of A Define the standards for setting environmental A 1st January 2027: Application date for all
biodiversity are prompting significant transformations within the economic and scenarios institutions must employ  in assessing entities.
financial sectors, calling for a transition towards sustainable and forward -looking their resilience against the negative impacts, A Large or complex institutions ~ must
management practices . Institutions must enhance their ability to anticipate changes focusing on climate -related physical and fully implement all aspects of the
and incorporate the forward-looking dimension into their management frameworks. transition risks . guidelines.

A Capital Requirements Directive (CRD) 6, article 87a, requires the EBA to develop A Clarify how these scenarios should capture A Small and non -complex institutions
guidelines that set minimum standards and methodologies for managing relevant environmental drivers , assess impacts (SNCIs) can apply simplified
environmental risks . over the short, medium, and long term, and approaches or lighter requirements, as

A Within this framework, the EBA has issued the final Guidelines on Environmental analyse i nstitutionsd capacit long as they still meet the core
Scenario Analysis , which are derived from the Guidelines on ESG risk A Clarify complementarity between Climate Stress objectives.
management published in January 2025, while narrowing the scope to Testing (CST) and Climate Resilience Analysis
environmental (particularly climate-related) risks. (CRA).

@Main content
o Alnstitutions should use environmental scenario analysis to assess material risks and test their
/ o resilience. They should ensure strong governance and apply proportionality by aligning the
A\

sophistication of their analysis with their size, capabilities, and risk exposure.

. . . Alnstitutions should identify transmission channels to understand how environmental risks affect their
Ea Development of environmental scenario analysis portfolios , design credible scenarios that reflect relevant environmental drivers over different time
horizons and complement this work with sensitivity analysis .

— _ _ : Alnstitutions should use stress tests to assess resilience to sudden environmental shocks, apply
@F Types of environmental scenario analysis resilience analysis to evaluate the long-term viability under evolving environmental conditions
and ensure ongoing monitoring and expert judgment to refine their assessments.

° : Acess to document
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Annex 14: Final Guidelines on Environmental Scenario Analysis
Draft vs final version

Area

Scope (ESG vs E -only)

Consultation Paper

Scope covered Environmental, Social and
Governance (ESG) factors for scenario analysis.

Final Guidelines

Scope streamlined to environmental risks only, with climate as the priority; S and G explicitly removed at this
stage.

Application date

Application expected from 11 January 2026 (and 11
January 2027 for SNCIs).

Application postponed to 1 January 2027 for all institutions.

Proportionality

Recognised but less articulated; CP explored several
proportionality options.

Strongly reinforced: large institutions progressively move to full quantitative methods; other institutions and
SNCIs may rely on simplified or qualitative approaches (including sensitivity analysis).

Sensitivity analysis

Mentioned but not formalised as a tool.

Included explicitly as simplified quantitative method for non-large institutions and early stages of resilience
analysis; recognised as a proportional option.

Reverse stress testing

Ambiguity due to references to stress testing GLs;
not explicitly clarified.

Clarified through consultation responses: reverse stress testing is not required for environmental scenario
analysis (EBA response clarifying expectations).

Transmission channels

Detailed lists located in main text sections on
transition and physical risks.

Transmission channels moved to an Annex, becoming non-exhaustive reference lists and reducing

prescriptiveness. (Described in EBAG&6s response on |si

Distinction CST vs CRA

Distinction present but not fully clear; industry
requested clarity.

Sections restructured; CST = short-term stress test, CRA = long-term resilience analysis; complementary
tools; reference scenario for CRA built on CST baseline.

Time horizons

Examples included (e.g. <5 years and >10 years) but
led to confusion.

Clarified that horizon references (5 years, 10 years) are illustrative, not prescriptive; institutions may choose
suitable horizons.

Scenario terminology
(Acentral o,

b a

scenari oo
CST; uncl

Used fAcentral
ssecleinmed)oo f or

f

e a coherehce.t her

AdogRAdandefibaertéenscenari oo in the final CR

they relate.

text;

Interaction with transition
planning (CRD art. 76(2))

Mentioned only indirectly; institutions asked how
CRA aligns with transition plans and CSRD.

Explicitly aligned: the resilience analysis informs and challenges the transition plan and must be consistent
with ESRS/CSRD expectations.

Insurance, value chain,
macro/micro treatment

Institutions requested clarifications on insurance
coverage, macro vs micro, and value chain.

Clarifications integrated,; lists re-positioned in annexes; guidance made less prescriptive but emphasised to
consider material channels, including insurance gaps and value chain dependencies.

Use of scenarios from
international bodies

Required ficredible scena
international providers (NGFS, JRC, IEA, i.e.).

Broaslemed finstiutionsr mec useginternatiendl, regional, or national bodies, with flexibility to adapt scenarios to
their own characteristics.

Integration in ICAAP/ILAAP

Industry challenged feasibility; CP implied
integration.

EBA clarified that scenario analysis supports ICAAP/ILAAP but does not prescribe how results feed into capital
planning; depends on other regulations, as CRD or the EBA Guidelines on the management of ESG risks.

<

m’o ManagementSolutions

Making things happen
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Purpose, governance, proportionality

The Guidelines outline the introduction of clearer expectations on the purpose and limitations of scenario analysis, the requ
credible narrative endorsed by senior management, and the use of both short

Annex 14: Final Guidelines on Environmental Scenario Analysis

irement for a
-term stress tests and long -term resilience assessmen ts

Institutions should use scenario analysis to identify risks
and opportunities , assess portfolio vulnerabilities , and
test resilience to environmental impacts , particularly
climate-related ones. This supports a forward-looking view
of environmental risk.

Scenario analysis should inform strategic planning and
the transition planning process , helping test the long -
term resilience of the business model under evolving
environmental conditions.

Institutions may use scenario analysis to build internal
awareness of environmental risks and embed these
elements into their corporate culture .

Institutions should ensure clarity of purpose,
expectations, and limitations  when conducting scenario
analysis to improve consistency and interpretation.

Institutions must develop a credible, coherent narrative
endorsed by senior management , serving as a foundation
for the reference scenario across the organisation.

Scenario analysis should be integrated progressively
across governance, strategy, risk management, and
operations , using short -term stress tests for immediate
shocks and long -term resilience analysis for structural
environmental shifts.

NE.O ManagementSolutions

Making things happen

Institutions should implement scenario analysis within
governance frameworks aligned with the EBA Internal
Governance Guidelines and the EBA ESG Risk
Guidelines . This ensures robust oversight and proper
ownership of the process.

They must maintain robust, coherent, and regularly
reviewed narratives and scenarios . Reviews are
especially important when there are significant changes
in the internal or external business environment.

Scenario analysis should rely on a cross -functional
approach involving risk, strategy, sustainability, finance,
and business lines. This collaboration ensures consistent
assumptions, better expertise integration, and credible
scenario outcomes .

Institutions should thoroughly document their scenario
analysis, including modelling choices, assumptions,
proxies used, and factors included or excluded. Such
documentation strengthens transparency, auditability,
and supervisory dialogue .

New requirements included in the final version of the EBA guidelines.

Institutions should concentrate their scenario analysis on
material environmental risks, based on the materiality
assessment in the EBA ESG Guidelines. This ensures
efforts are focused where exposures are most significant.

The degree of sophistication, scope, and frequency of
scenario analysis should match the i nst i tnsk
materiality, methodological maturity, internal capabilities,
and expected benefits. Where a detailed quantitative
approach is disproportionate, a simplified approach may
be justified.

Small and non-complex institutions (SNCIs) may rely
mainly on qualitative approaches for both short- and
long-term analyses. This allows them to manage
environmental risks effectively without excessive modelling
requirements.

Non-large, non-SNCI institutions may use sensitivity
analysis to assess short-term financial resilience and rely
on predominantly qualitative methods for long-term
resilience. This approach balances proportionality with
meaningful risk insights.

Large institutions may use simplified methods only for
long -term or non-climate environmental risks, where
sensitivity analysis can serve as an initial step. As their
capabilities evolve, they are expected to adopt more
sophisticated quantitative approaches .

i on

<
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Annex 14: Final Guidelines on Environmental Scenario Analysis
Transmission channels, Scenarios and Sensitivity Analysis

Institutions should map material transmission channels and design coherent environmental scenarios aligned with their risk
profile. They may complement this work with sensitivity analysis to explore key risk drivers and long -term uncertainties

Transmission
Channels

Scenarios

Sensitivity

Analysis

&

ﬂﬁ.o ManagementSolutions
Making things happen

Institutions should identify the key channels through which environmental risks affect exposures, using a structured and regularly reviewed  process.

They should rely on reliable data sources |, transparent methods, and assumptions aligned with their materiality assessment

Both transition and physical risk drivers must be considered, drawing on micro and macro channels listed in the Annex.

Institutions should assess indirect exposures , including value-chain effects and local economic spillovers, especially for large or concentrated counterparties

Depending on time horizons, institutions should consider mitigating or amplifying factors , such as i nsur ance drangitton/adgmtion plaosu ndané r p a
realistic expectations of government actions .

They should analyze how these risks propagate into traditional risk categories , including credit, market, liquidity, operational, and strategic risks.

When designing scenarios, institutions should integrate socioeconomic context , technological evolution , and consumer preferences , ensuring scenarios reflect multiple
interconnected factors.

For climate risks, they must incorporate climate policies , energy system pathways , sectoral transition trajectories , and emissions -driven climate impacts

For other environmental risks, scenarios should consider environmental regulation , ecosystem conditions , land and resource use , and ecosystem -dependent supply
chains .

Institutions should use credible, science -based scenarios from recognised bodies such as the IPCC, NGFS, IEA, UNEP, IPBES, or EEA, and adapt them to the scope and
granularity of the exercise.

Short-term stress tests may focus more on acute physical risks and market disruptions, while long-term analyses capture structural shifts and chronic environmental
pressures.

In developing scenario analysis, institutions may consider using sensitivity analysis as a simpler, practical tool . While less complex than a full scenario analysis, this
approach can provide institutions with an estimate of the most material impacts associated with environmental risks.

Additionally, institutions may use sensitivity analysis to explore emerging risks (e.g. nature, resource scarcity), or very long -term risks (e.g. impacts of the increase in
frequency and severity of physical risks in 2050 and beyond).

rtio
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