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This bachelor’s thesis examines sustainability reporting in the Finnish energy industry in antici-
pation of the Corporate Sustainability Reporting Directive (CSRD), effective from 2024 onward.
The CSRD enhances corporate transparency in sustainability by expanding the scope and
depth of non-financial reporting in the European Union. The study aims to evaluate the prepar-
edness of three large Finnish energy companies — Fortum, Neste, and Wartsila — to meet the
new reporting standards mandated by the directive. The research seeks to understand how
these companies' reports for 2022 and 2023 align with criteria and features of the CSRD. It fo-
cuses on their current disclosure of environmental, social, and governance (ESG) topics.

The thesis comprises a theory section detailing the evolution of sustainability reporting frame-
works and standards and the current legislative changes affecting them. This is followed by an
empirical section analysing the sustainability reports of the selected companies. Using qualita-
tive content analysis, the study categorizes and assesses the ESG disclosures within the com-
panies' sustainability reports for 2022 and 2023. The analysis uses a coding framework to clas-
sify the reports according to predefined themes against the criteria and features of the CSRD.

The study revealed a proactive approach by Fortum, Neste, and Wartsila towards adopting the
CSRD's reporting requirements ahead of the 2024 mandate. All three companies have incorpo-
rated CSRD-aligned practices in their sustainability reporting for 2022 and 2023. This show-
cases substantial compliance with the CSRD’s disclosure standards on ESG information. The
companies exhibited extensive coverage across all topics, particularly in environmental aspects.
They demonstrated advanced readiness by setting ambitious, quantifiable sustainability targets
and reporting the yearly progress towards them.

The findings indicate a strong alignment with CSRD guidelines among the three Finnish energy
companies. Thus, the companies demonstrate high levels of preparedness in its implementation
in their sustainability reporting for the following year. However, there is room for improvement in
standardizing disclosures to fully meet the CSRD's extensive and cross-thematic reporting crite-
ria. The study advocates for ongoing adjustments in reporting strategies to address the regula-
tory expectations. Further research is recommended in assessing the sustainability reporting af-
ter 2024 to analyse changes resulting from the formal application of the CSRD.
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1 Introduction

This is a research type of a bachelor’s thesis written for the Degree Programme in International
Business in the author’s major specialization of Financial Management at Haaga-Helia University
of Applied Sciences. This chapter will introduce the topic by presenting the background for it, the
main research question and the investigative questions to be studied, the delimitation, the benefits,

and finally — the key concepts surrounding it.
1.1 Background to the Topic

Corporate sustainability and its impact on society have been an important topic for decades. The
concept encompasses aspects of environmental, social, economic, as well as political responsibil-
ity. Companies have an obligation to follow legislation enforced by governments to not only per-
form responsibly but ensure transparent reporting practices of their operations. Sustainability re-
porting is a complex issue that has undergone several changes since its introduction in the early
90s. Since then, it has evolved from simple efforts to communicate non-financial information to at-
tempts to demonstrate and promote corporate commitment to the fight against key societal and en-

vironmental challenges.

In 2019 the European Commission presented "The European Green Deal’. It is a comprehensive
growth strategy aimed at establishing Europe as the first climate-neutral continent by 2050. The
program has set detailed objectives such as achieving a reduction of at least 55% in net carbon
emissions and a significant increase in the share of renewable energy within the EU’s total energy
usage by 2030. (European Commission 2019, 4-6.) To achieve the targets and fulfil the expanded
sustainable finance disclosure obligations that come with it, the European Commission introduced
several new regulations: EU Taxonomy, EU Carbon Border Adjustment Mechanism (CBAM), For-
eign Subsidies Regulation (FSR). (PwC 2024, 1-2.) Among these stands out the Corporate Sus-
tainability Reporting Directive (CSRD) which was presented in 2021. It aims to replace the Non-
Financial Reporting Directive (NFRD) by both expanding the existing sustainability reporting re-
guirements and the number of companies subject to it. The directive entered into force in January
2023. It will affect large public-interest companies’ sustainability reports for the first time for the fis-
cal year 2024. Its implementation continues in phases and is to be finalized in 2028. Ultimately, the
purpose of the CSRD is “to bring — over time — sustainability reporting on a par with financial re-

porting”. (Ministry of Economic Affairs and Employment of Finland 2023; Spinaci 2024, 1-3.)

As the CSRD intends to drive sustainability initiatives towards a forward-looking effort to achieve a
greener future, the energy industry finds itself at the leading edge of transformation. It will have to

display strict compliance with the new ESG-related sustainability reporting mandates outlined by



the directive, which mark a need for far more expanded disclosure. As such, the author believes
that it would be an interesting endeavour to examine energy companies’ responsiveness to the
change within their annual sustainability reporting for the years 2022 and 2023. These two years
capture the relevant period of the CSRD’s proposal, enactment, and introduction, as well as the
transition period in anticipation of the formal application of the CSRD in 2024. The thesis has a fo-
cus of investigating the energy sector in Finland — a country recognized for its leadership in envi-
ronmental sustainability and innovation. Therefore, examining the sustainability reporting of the
three companies among the largest within Finland's energy industry emerged as a logical choice.

1.2 Research Question and Investigative Questions

This thesis aims to gain an understanding of the level of implementation and early adoption of the
anticipated Corporate Sustainability Reporting Directive (CSRD) within the sustainability reporting
in the energy industry in Finland. Although the directive will affect the reports from the fiscal year
2024 onwards, it was introduced three years ago by the European Commission. Companies who
are required to report on their sustainability, as well as those whose nature heavily entails screen-
ing the latest standards within sustainability reporting, are likely to have familiarized themselves
with the directive. Companies within the energy industry fall under both those categories, with an

emphasis on the latter.

The outcome of this thesis is to achieve an understanding of the preparedness of three of the larg-
est companies in the energy industry in Finland to expand their sustainability reporting to fit the re-
guirements of the CSRD. The international aspect required by the degree program is ensured by
conducting a study of legislation that affects the sustainability reporting of companies within the Eu-
ropean Union. The three companies included in the research are Finnish energy companies that
have widespread international operations. Furthermore, they centre their sustainability reporting

according to internationally enforced frameworks.

The research question (RQ) of this thesis is "How does sustainability reporting of large Finnish en-
ergy companies appear for the years 2022 and 2023 in anticipation of the formal application of the

CSRD?” This research question is divided into three investigative questions (IQ):

IQ 1. What are the main ESG themes reported by the companies in compliance with the CSRD in
20227

IQ 2. What are the main ESG themes reported by the companies in compliance with the CSRD in
2023?



IQ 3. How evident is the companies’ preparation to transition their sustainability reporting according
to the CSRD?

Table 1 below depicts the used theoretical framework, implemented research method, and results

for each of the three investigative questions in order.

Table 1. Overlay matrix

Investigative questions Theoretical Framework | Research methods Results
IQ 1. What are the main ESG Sustainability reporting | Qualitative content Chapter
themes reported by the companies | frameworks, standards | analysis 4.1

in compliance with the CSRD in and legislative

20227 changes

IQ 2. What are the main ESG Sustainability reporting | Qualitative content Chapter
themes reported by the companies | frameworks, standards | analysis 4.2

in compliance with the CSRD in and legislative

20237 changes

IQ 3. How evident is the compa- Sustainability reporting | Qualitative content Chapters
nies’ preparation to transition their fra(rjnlewprlks_, standards | analysis 4.1,4.2
sustainability reporting according to arr]l egisiative &4.3
the CSRD? changes

1.3 Demarcation

This research consists of an analysis of the sustainability reporting of large companies within the

energy industry in Finland for the years 2022 and 2023. Therefore, the criteria used to delimitate

the study are the following: size of the companies, the industry they operate in, the country of

origin, and the timeframe considered. Regarding the legislation that affects the anticipated changes

in sustainability reporting, the author has chosen to focus on the Corporate Sustainability Reporting

Directive (CSRD). The directive is part of a complex series of policies and regulations that the Eu-

ropean Commission has introduced during the relevant years. These policies are interlinked and

support each other in their objectives, however, the CSRD overarches the rest in importance and

hierarchy. The choice is supported by the fact that including the full set of legislation would make

the research too extensive.



1.4 Benefits

The topic of sustainability reporting is one of social significance, especially in the current landscape
of evolving practises and changes that are affecting it. Although the research is not commissioned,
it aims to conduct a comprehensive analysis which will produce an overview of the preparation for
a crucial turning point in sustainability reporting. This is done for an industry where it is exception-
ally relevant and impactful, with an analysis of leading companies in it. The understanding gained
from the research could be useful to companies and corporate executives who are looking to en-
hance the depth and scope of their sustainability reporting to prepare for the new requirements.
Furthermore, the investigation stands to benefit the broader academic community interested in the
temporal development that has taken place in sustainability reporting in the recent years, and the
anticipated improvements in the sustainability reports of energy companies.

For the author, delving into this subject supports future career aspirations of advancing profes-
sional development in the sphere of corporate sustainability performance. The author believes sus-
tainability reporting is yet to grow in importance and depth and become a crucial part of corporate
strategy. This is supported by the author’s experience of having completed an internship within fi-
nance in one of the largest energy companies in Finland. Additionally, the topic enriches the au-

thor’'s academic pursuits, especially with plans to advance to master's studies.
1.5 Key concepts

Sustainability Reporting constitutes the act of public disclosure of organizations’ effects on sus-
tainable development goals through the systematic reporting of the most important economic, envi-

ronmental, and social outcomes (GRI s.a.).

Non-Financial Reporting Directive (NFRD) is an adaptation to the Accounting Directive intro-
duced in 2014 meant to increase the transparency of environmental and social data reported by
public interest entities with more than 500 employees. The amendment requires the reporting of
non-financial information by all entities subject to it. This includes the disclosure of topics such as
treatment of employees, anti-corruption, risk management, and key performance indicators regard-

ing business operations. (Hahnkamper-Vandenbulcke 2021, 3.)

Corporate Sustainability Reporting Directive (CSRD) is a European Union initiative that came
into effect in 2023 as part of the European Green Deal programme. It replaces the existing Non-
Financial Reporting Directive (NFRD). The directive was enforced so as to enhance the depth of
non-financial information reported to reflect companies’ accountability to long-term environmental
and social goals. It includes all large and listed companies, raising the number from around 11 700

to 50 000 companies subject to sustainability reporting within the EU. (Deloitte 2023, 1-2, 8.)



Corporate Compliance refers to the adherence of companies to regulatory and legal require-
ments that govern it, its operations, and processes. (Social Business Wales 2021, 3-4.)

The European Green Deal is a program launched in 2019 by the European Union’s commission.
It consists of several policies that aim to transform the EU into a thriving society and competitive
economy while leading the way to a green transition that has the target of achieving climate neu-
trality by 2050. The initiatives included in it expand over several areas and industries such as
transport, energy, environment, and sustainable finance. (European Council 2024.)



2 Sustainability Reporting and Its Evolving Landscape

This chapter presents the theoretical framework which serves as a basis for conducting the study
this thesis aims to deliver. The chapter contains an overview of sustainability reporting and its main
concepts, which allow for a comprehensive understanding of it. This is followed by presenting the
key frameworks used in sustainability reporting. The chapter is concluded after discussing the rele-

vant legislative changes affecting sustainability reporting and the requirements regarding it.
2.1 Overview of Sustainability Reporting

This section will provide a broad overview of sustainability reporting by defining its concept, de-
scribing its history, explaining the impacts of global initiatives, and finally, describing it in the con-
text of the energy industry. The concept of sustainability reporting will be explained through the
lens of corporate responsibility and the most common theories that define it. The discussion of the
history of sustainability reporting will encompass its inception and evolution throughout the past
decades. The most relevant global sustainability events and initiatives are presented, and the ways
they have led to changes in the nature and objectives of sustainability reporting. The section is

concluded by a discussion of sustainability reporting and its implementation in the energy industry.
2.1.1 Corporate Responsibility and Sustainability Reporting

Sustainability within the context of business can be defined as the creation of value for stakehold-
ers in an ethical and socially responsible manner. The primary goal of a business is profitability and
the enhancement of economic performance which leads to the creation of value that stakeholders
seek. However, this view has evolved throughout time to encompass an enlightened understanding
of achieving long-term profitability. Companies have come to understand that stakeholder value
can also be created through the enhancement of ethical, social, and environmental performance.
Corporate sustainability does not only reflect on the well-being of society but is also a means for
companies to establish competitive advantage in the modern landscape of business. (Brockett &
Rezaee 2012, 14.)

One of the first theories to recognize this was the Triple Bottom Line (TBL) introduced by John

Elkington in 1989. Traditional models before this emphasised garnering profits as the main way of
maintaining a successful company. However, the Triple Bottom Line explains that without satisfied
employees and a concern for how company operations affect the environment, a company will not
persist in the long run. Corporate sustainability is ultimately a key factor in ensuring that. The triple
bottom line has set the foundation for how sustainability information reported by companies is pre-

sented and viewed. It consists of economic, social, and environmental aspects which are also



known as the 3P concept — people, planet, and profits. (Young & Dhanda 2013, 17.) Today, the
disclosure regarding corporate sustainability is often referred to as the reporting of Environmental,
Social and Governance (ESG) issues (U.S. Chamber of Commerce Foundation 2018, 3). While
these terms are different in phrasing, the general nature of what they cover remains the same.

Non-financial reporting is the disclosure of all information that does not directly stem from financial
statements or does not have to solely do with the reporting of the financial performance of an or-
ganization. As non-financial reporting has taken the form of disclosing data within the three most
prominent areas of environmental, social and governance issues, sustainability reporting is also
often referred to as ESG-reporting. Alternative expressions include integrated reporting and cli-
mate-related reporting. (A4S Accounting Bodies Network 2023, 2.) The report types that stem from
this activity can take place as stand-alone documents or be part of annual and interim documenta-
tion which discloses both financial and non-financial information for the relevant period. (BDO
2021, 6.) The range of information on ESG-factors included in these reports brings forth a thorough
grasp of company strategy and performance to a broad audience of stakeholders. (A4S Accounting
Bodies Network 2023, 2.)

2.1.2 The History and Evolution of Sustainability Reporting

The beginnings of sustainability reporting go back several decades. As early on as in the 1970s,
companies within Europe introduced environmental reports as a result of awareness of corporate
sustainability and responsibility. During the 1990s with the introduction of values reporting some
non-financial indicators regarding social, environmental, and animal protection concerns were ac-
cepted as part of the larger reporting of financial performance. However, it wasn't until 1997 when
the first mandatory law regarding sustainability reporting was adopted. This was done by Finland.
After this pioneering act, several countries within Europe followed, as well as Australia, Canada,
China, and Indonesia. In addition to the adaptation of mandatory laws regarding the reporting in
certain countries, this period also marks a momentum in the increase of voluntary corporate re-
sponsibility reports. The main encouraging factor for this was brand reputation building, which went

hand in hand with the growing requirements of investors. (Brockett & Rezaee 2012, 28.)

The Year 2000 marked the publishing of the Global Reporting Initiative (GRI) sustainability report-
ing guidelines. These were immediately implemented in the sustainability reports of 50 companies.
The GRI was established with the purpose of providing reporting guidelines for companies regard-
ing the topics covered by the triple bottom line. About a year after issuing the sustainability report-
ing guidelines, the GRI emerged as an independent organization. It was relocated to Amsterdam

from Boston, where the organization was originally founded. To this day, the GRI is considered a



global authority for setting standards in sustainability reporting. (Brockett & Rezaee 2012, 28-29;
GRI 2024.)

The first decade of the 21 century marked several milestones that showed continued progress in
enhancing and expanding the scope of sustainability reporting. The UN Principles for Responsible
Investment (UNPRI) introduced initiatives to promote the cooperation and discussion among inves-
tors and regulatory bodies requiring companies to improve transparency. In 2010, amongst the
Gulf of Mexico oil spill scandal, the Securities and Exchange Commission (SEC) published a report
requiring companies to disclose performance risks specifically related to global climate change.
The same year the International Integrated Reporting Committee (IIRC) was established to enforce
reporting which shows integrated linkage between economic value and sustainability. Another rele-
vant milestone within the same year was the publishment of “ISO 26000” guidelines by the Interna-
tional Organization for Standardization. These sought to improve reporting on companies’ social
responsibilities. (Brockett & Rezaee 2012, 29-30.)

After an intensive series of improvements affecting sustainability reporting, the effects were evi-
dent. From about 50 companies disclosing sustainability reports according to the GRI guidelines in
the year 2000, the number grew to about 2000 companies by the year 2010. (Brockett & Rezaee
2012, 31.) The figure 1 below illustrates the growth in existing regulations, policies and guidelines
that have guided sustainability reporting throughout the past two decades. As reported by the
Global Reporting Initiative (GRI), by the year 2020 there were more than 600 such instruments in
place in over 87 countries (GRI 2020, 15).
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Figure 1. Growth in number of sustainability reporting instruments (Adapted from GRI 2020, 15)



In the years following these events, a turning point regarding sustainability reporting, specifically
within the EU, was in the year 2014 with the introduction of the Non-Financial Reporting Directive
(NFRD). The directive is not mandatory and is out of the scope of imposed legal requirements. It
leaves room for companies to continue choosing the guidelines they use for disclosure, such as
the UN guiding principles, or the “ISO 26000” mentioned before. However, with this initiative, the
European Commission aimed to significantly assist companies’ compliance with non-financial re-
porting requirements. This was done by presenting a comprehensive guideline that would enhance
the accountability and transparency concerning businesses social and environmental impact. (Eu-
ropean Commission 2017; Hahnkamper-Vandenbulcke 2021, 2-3.)

The responsiveness of Finnish companies to the NFRD, although non-mandatory, was extensive.
According to Tomas Otterstrém from KPMG in Finland (KPMG 2020, 20), after the enforcement of
the directive, 84 out of the 100 top Finnish companies included sustainability data in their annual
reports in 2020. This is a notable increase from the prior result of 54 companies in 2017. The rele-
vant changes to sustainability reporting within the EU after the introduction of the NFRD and from

2014 onwards will be discussed in the following chapters dedicated to legislative reforms.
2.1.3 Impact of Global Sustainability Initiatives on Sustainability Reporting

One of the most influential events to address serious environmental challenges within the past dec-
ade took place in Paris in 2015. This resulted in the establishment of the “Paris Agreement” — an
internationally binding treaty focused on climate change. The ultimate goal achieved through a se-
ries of Nationally Determined Contributions (NDCSs) is to limit the rise in temperature to 1.5°C
above pre-industrial levels. As urged by the UN’s Intergovernmental Panel on Climate Change,
that threshold should be maintained by this century’s end in order to avoid far harsher climate im-

pacts and weather events. (United Nations Framework Convention on Climate Change s.a.)

The Paris Agreement was one of the most recent among decades of effort in multilateral and inter-
national policies brought by the UN and the UN department of Economic and Social affairs. Other
key events include the introduction of the Millennium Development Goals (MDGSs) in 2000, The Jo-
hannesburg Declaration at the World Summit on Sustainable Development in 2002 and the “Future
We Want” program presented at the United Nations Conference on Sustainable Development in
Rio de Janeiro in 2012. The last one set the foundations for building upon the MDGs established in
2000 and develop the improved SDGs (Sustainable Development Goals) to replace them. The
2030 Agenda for Sustainable Development in 2015 introduced the 17 SDGs adopted by all UN
members. They offer a blueprint for global prosperity with actionable targets to promote economic
growth while eradicating poverty and inequality and preserving our biosystems. (Ministry for For-

eign Affairs of Finland s.a.; United Nations Department of Economic and Social Affairs s.a.)
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The growing sustainability challenges have brought for the need of governments and regulatory
bodies to address them. The translation of global sustainability goals into laws has affected the re-
porting of non-financial data internationally, through several regulations. Among the most impactful
globally are the NFRD (EU Directive 2014/95), which requires disclosure of non-financial and diver-
sity-related data by large undertakings within the EU; The Johannesburg Stock Exchange (JSE)
Listing which mandates 450 South African companies to generate an annual integrated report that
includes sustainability details, or provide an explanation for its absence; And The Business Re-
sponsibility Report introduced by The Securities and Exchange Board of India (SEBI) that compels
the country’s top 500 companies to report on environmental and social responsibilities. (GRI & In-

ternational Organisation of Employers 2020, 5.)

Following the initiatives under the Paris Agreement, the Commission of the European Union intro-
duced The European Green Deal in 2019. This programme seeks to review and redesign more
than 50 laws that affect 8 policy areas among which are biodiversity, clean energy, sustainable in-
dustry, and the elimination of pollution. The ultimate goal is to achieve climate neutrality in Europe
by 2050. The series of individual targets regarding the environmental challenges to be tackled are
summarized into three goals: Achieving net-zero emissions in all sectors with an emphasis on tar-
geted strategies regarding the energy industry which accounts for over 75% of the EU's green-
house gases; Separate economic growth from the use of natural resources (a goal termed as a
“generation-defining task”); Implementing the Just Transition Mechanism which will allocate be-
tween 65€-75€ billion within the period of 2021-2027 to mitigate the socio-economic effects of the
transition and alleviate the process for all subjects. (Belardo 2021.) The features and goals of the

European Green deal are illustrated in the figure 2 below.

Climate
neutrality by
2050

Preservating
and restoring
biodiversity

Supplying
affordable and
secure energy

European
Green
Deal

Clean and
circular
economy

EU financing
the transition

Just Transition
for all

Figure 2. The European Green Deal Program (Adapted from PwC 2022, 5)
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In March 2022 PwC published a survey which studies the far-reaching implications of the Euro-
pean Green Deal on European businesses and their preparedness towards it. A total of 300 busi-
nesses from 13 EU countries were included. The survey shows that companies are still trying to
catch up. Only about a half (49%) of the companies were reported as prepared for the EU green
deal and effectively working on achieving the goals it has set. Most of them are big companies with
specialized departments which can affectively approach the endeavour from several aspects: fi-
nance, R&D, and sustainability teams. (PwC 2022, 2-3, 14.)

One of the most significant contributions of the EU Green Deal will be on sustainability reporting.
The intensive targets the programme has set will bring requirements for enhanced transparency
and stronger efforts by companies. While many are motivated to voluntarily report their contribu-
tions to ESG-related matters, the lack of standardized ESG reporting has led to the overshadowing
of sincere ESG initiatives. For this purpose, the newly established International Sustainability
Standards Board (ISSB) by the IFRS Foundation, and the European Financial Reporting Advisory
Group (EFRAG) aim to create unified global ESG reporting standards. The non-financial reporting
scope will be extended to all large companies, removing the current 500-employee threshold. Addi-
tionally, all EU-listed companies (including SMESs), will be required to disclose their climate effects.
The directive overshadowing these initiatives is the Corporate Sustainability Reporting Directive
(CSRD) which had been set to be integrated into national legislation by all EU countries by the end
of 2022. (PwC 2022, 12.)

2.1.4 Sustainability Reporting in the Energy Industry

The goal of achieving a net-zero economy is fundamentally present in many global accords, with
an emphasis on the Paris Agreement. The energy industry specifically has a vast impact on total
carbon emissions. Due to this, the energy sector's commitment to green solutions and a green

transition is of exceptional importance. (Lee, Serafin & Courteau 2023, 473.)

Depending on the geographical location and the applicable legislation, not all energy companies
provide mandatory sustainability reports. For example, The United States implements a “private
ordering” disclosure system which gives companies the freedom to act on self-initiative in transpar-
ency rather than follow uniform standards. EU directives on the other hand require the compliance
of large energy companies to report their environmental effects. Smaller ones are not yet facing
such strict criteria, however, that is about to change. This currently “hybrid” EU system is witness-
ing a transition in the sustainability reporting requirements from the more flexible Non-Financial Re-
porting Directive (NFRD) to the soon-to-be mandatory Corporate Sustainability Reporting Directive
(CSRD), affecting almost all energy companies. (Lee et al. 2023, 474-476, 478-479.)
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In 2012 Tim Steinweg and Joseph Wilde-Ramsing of the Centre for Research on Multinational Cor-
porations conducted a study on 20 European energy sector companies and their sustainability re-
porting. Companies included were some of the biggest European energy companies such as Vat-
tenfall, Fortum and Statkraft. The study found that 19 companies provide sustainability reporting
and 18 of them use the Global Reporting Initiative (GRI) guidelines in doing so. Vattenfall was
among the top companies that had the most extensive use of the GRI guidelines, having reported
fully or partly on every indicator, and internal verification of their report's accuracy. The latter part of
the study consisted of recognising information gaps in the reports of the companies and compiling
a draft with suggestions related to the found issues. Only 7 companies (36%) out of the 20, among
which Vattenfall and Fortum, responded to the improvement suggestions by revising their reports.
The cooperation that resulted from this contributed to the development of reporting accuracy and

system credibility in corporate sustainability for the energy companies. (Kowal & Kustra 2016, 3.)

The Electric Power Research Institute (EPRI) has been conducting surveys about sustainability re-
porting trends in the energy industry since 2013. Companies included in the surveys are members
of the Energy Sustainability Interest Group (ESIG). It currently consists of more than 40 member
companies who actively participate in the annual surveys and provide relevant information as in-

sights into sustainability reporting in the industry. (EPRI 2022, 7.)

The 2021 survey came up with a few key findings related to recent trends, as suggested by the 29
ESIG companies that participated. Comparing results from 2017 to 2021, there is a 52% increase
in the level of effort put in the preparation of the reports, as stated by the respondents. For the size
of the sustainability teams and the involvement of other departments, the largest companies speci-
fied having had support from as many as 19 teams within the company. Regarding third-party veri-
fication, 84% of the companies indicated implementation of such systems, with a focus on verifying
greenhouse gas emissions. As the top benefits of reporting, “improved shareholder and investor
relations” and “improved reputation or corporate image” were found. (EPRI 2022, 7-8.) Finally, the
main sustainability themes reported among the companies included “Just Transition, Energy Jus-
tice, Equity, or Climate Equity” (EPRI 2022, 9).

2.2 Key Frameworks in Sustainability Reporting

This section will present the most common frameworks used in sustainability reporting. The frame-
works are recognized and endorsed globally by international organizations such as the United Na-
tions. Although they vary in categories such as their focus, extent, and target audience, the frame-
works are tools that ensure the quality and comparability of sustainability reporting globally. By im-
plementing them, companies are able to navigate the complexities of reporting practises within the

industries and sectors they operate in. (Gutterman 2019, 50-51..)
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2.2.1 Global Reporting Initiative (GRI) Standards

Since the establishment of the Global Reporting Initiative (GRI) in 1997, the organization has
grown to be the pioneer and primary driver of setting sustainability reporting standards. The GRI
standards are by far the most commonly used framework by companies. They build on internation-
ally recognised norms such as the OECD Guidelines for Multinational Enterprises, the ILO Con-
ventions and the UN Guiding Principles on Business and Human Rights. (Gutterman 2019, 51-52.)
As many as 23 000 reports worldwide follow the GRI guidelines, with most of them being from
large companies or large industry groups. According to a survey conducted by EcoAct in 2018,
about 78% of the G250 companies use GRI standards in their reporting. (EcoAct 2024, 30.) The
G250 represents the 250 leading global companies by revenue, recognized as pioneers in both
their respective industries and sustainability reporting practises. (KPMG 2020, 4.)

In 2006, the third generation of GRI standards (G3) was published. Compared to its two predeces-
sors (published in 2000 and 2002) , it was far more comprehensive. It established 4 key principles
for companies to follow in their sustainability reporting: materiality, the coverage of important envi-
ronmental, economic, and social impacts; stakeholder inclusiveness, addressing them and their
expectations; sustainability context, explaining performance within a broader sustainability mean-
ing; and completeness, ensuring an extensive view on impactful topics and the ability for stake-
holders to assess the company’s performance related to them. The latest GRI standards were pub-
lished in 2016 and went into effect in 2018. They further emphasize the reporting of the three cate-
gories and the topics within: economic (performance, impacts, procurement processes); environ-
mental, (energy, materials, transport); and social (employment, health and safety, non-discrimina-
tion, customer privacy). The standards establish the specific requirements and guidance for report-
ing each of these topics in the form of universally standardized reporting principles. (Gutterman
2019, 53-54.)

Organizations can choose whether they want to report using core or comprehensive reporting
style. The core report includes information only on the most relevant material topics according to
the nature of the company and how they are managed. The comprehensive report sees the mate-
rial topics in a more extensive way and includes a wider range of information including governance
and operational strategy. The GRI standards can also be used selectively instead of as a whole by

using certain ‘GRI referenced’ claims. (BDO 2021, 8.)
2.2.2 International Integrated Reporting Framework (IR)

The International Integrated Reporting Framework (IR) was published in 2013 by the International

Integrated Reporting Council (IIRC), a global coalition of regulators and standard setters. This
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framework was introduced as a means of giving companies guiding principles and content ele-
ments to shape their integrated reports, with a focus on the information being beneficial for long-
term investors. (Gutterman 2019, 54-55.) The goal is to harmonize corporate activities with the ob-
jectives of financial stability and sustainability. The framework is used in around 75 countries by
more than 2500 entities, with it being mandatory for all Johannesburg Stock Exchange (JSE) listed
companies. (BDO 2021, 9.)

The principles governing the preparation of an integrated report include: focus on organizational
strategy and its creation of short, medium, and long-term value; holistic picture of all relevant and
interdependent information; stakeholder relationships, a detailed description of their interests and
needs; materiality, disclosure of the most significant information that could result in the value-crea-
tion; and comparability. (Gutterman 2019, 54-56.) The factors that create value over time are re-
ferred to as the ‘six capitals’ — “financial, human, social and relationship, natural, intellectual and
manufactured” (BDO 2021, 9). The content elements that the framewaork requires are: description
of the business model, strategic objectives and performance, risks and opportunities that affect
value creation, governance structure, description of external environment, and finally — presenta-

tion basis, criteria used to build the integrated report. (Gutterman 2019, 56-57.)
2.2.3 Sustainability Accounting Standards Board (SASB)

The Sustainability Accounting Standards Board (SASB) is a US-based organization established in
2011. Similarly to the IIRC, the sustainability reporting standards it provides seek to disclose mate-
rial information relevant to investors and their decision-making. Additionally, they aim to highlight
industry specific ESG issues that are most closely linked to financial performance and value crea-
tion. With more than 1000 organizations using the SASB across 77 industries, they are most widely
present in the United States. However, the standards are gaining a steady increase in users across

Europe and Asia, especially by companies that are dually listed. (BDO 2021, 9.)

The standards are categorized into 5 segments: “environment, social capital, human capital, busi-
ness model and innovation, and leadership and governance” (Gill & Pedroza 2019, 25). As stated
by the framework, the information and indicators regarding these themes must be up to par with
the following criteria: objectivity, accessibility, completeness, and pertinence. (Gill & Pedroza 2019,
25.) SASB has also developed the concept of a ‘materiality map’ which outlines the way in which
materiality varies in different industries and issues, based on the significance of business activities
to investors in those industries. For example, data regarding carbon emissions is more likely to be
significant in the transportation sector or energy sector compared the financial sector. According to
these priorities, companies can map the most important disclosure topics to include in the reports.
(Bose 2020, 19.)
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2.2.4 Task Force for Climate-Related Financial Disclosures (TCFD)

The Task Force for Climate-Related Financial Disclosures (TCFD) was established in 2015 and its
recommendations published in 2017. Although its focus is on application within the financial sector,
its relevance reaches out to all. Over 2000 organizations have implemented the TCFD in more
than 80 countries. It stands as the leading framework in climate risk reporting. Additionally, all ma-
jor sustainability frameworks support the TCFD, marking its growing mandating across several ju-
risdictions. (BDO 2021, 10.)

The TCFD provides a methodology for organizations to integrate and internalize climate change
risks and opportunities into the company strategies. Financial risk reporting is believed to be en-
hanced through disclosure of four areas: governance, board supervision and action plan imple-
mentation; strategy, analysis of climate scenarios and their possible effects; risk management, in-
corporation of climate-related problems into Enterprise Risk Management (ERM) systems; and
metrics and targets, for example setting targets for the reduction of emissions. The concept of ma-
teriality in TCFD aligns with the requirements for other financial reporting details by extending the
disclosure to governance and risk management. (BDO 2021, 10.)

The sector-specific recommendations and standards are divided and aimed at two primary groups:
financial sector (banks, insurance companies, asset managers) and non-financial (energy, trans-
portation, agriculture). The TCFD includes step-by-step instructions and assistance for each sector
to fully integrate climate-related risk processes to companies’ operational and risk management
practices. (FigBytes s.a.,13.) By doing this, the framework aims to enhance the utility of climate
change disclosures not only for direct investors, but also for all other intermediaries in the invest-

ment ecosystem. (Bose 2020, 23.)
2.2.5 CDP (Carbon Disclosure Project)

The CDP is a standard-setter when it comes to a global reporting system that has encouraged or-
ganizations to disclose vast amounts of data on the way they affect the environment. This encom-
passes not only climate change, but also all natural resources such as water and forests. It has

also initiated a carbon action effort for reduction and acceleration in industries deemed as the big-
gest contributors of it. The CDP stands as the most thorough compilation of self-reported environ-

mental information. (Gutterman 2019, 65-66.)

The CDP provides surveys and reporting guidance to the companies that have agreed to imple-
ment it. Companies answer the questionnaires based on three themes: water security, climate
change and forests. The information that results from this is not only valuable to investors, but

helps the companies map their own risks and opportunities. The reporting guidelines that the CDP
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provides consist of modules, definitions, connections to other frameworks and content requisites.
(FigBytes s.a., 5.) The reporting organizations that follow the CDP are then scored and listed in the
‘Carbon Disclosure Leadership Index’. It ranks the organizations by performance level, showing the
very best at the top. The globe’s leading institutional investors endorse the CDP, acknowledging it
as one of the most reliable sustainability rating methodologies. (Gutterman 2019, 66.)

2.2.6 1SO 26000

ISO 26000 was introduced in 2010 as a result of a five-year collaboration between several govern-
ment representatives, industries, and labour organizations. ISO 26000 is not a reporting standard
per se, however it acts as a guide in clarifying social responsibility for companies. This guidance
helps them convert the principles relating to the concept to actionable measures and advocate for
the best practises of social responsibility. (Gill & Pedroza 2019, 27.) The guide outlines seven so-
cial responsibility principles: “accountability; transparency; ethical behaviour; respect for stake-
holder interests; respect for the rule of law; respect for international norms of behaviour; and re-
spect for human rights” (Gill & Pedroza 2019, 27-28). It also defines seven core subjects for com-
panies to report on regarding their performance in them: “organizational governance; human rights;
labour practices; environment; fair operating practices; consumer issues; and community involve-
ment and development” (Gill & Pedroza 2019, 28).

2.3 Legislation affecting Sustainability Reporting in the EU

This section presents the recent legislative changes which affect sustainability reporting and its re-
quirements within the European Union. The current Non-Financial Reporting Directive (NFRD) has
been in effect for several years and has enforced the reporting of non-financial information. How-

ever, with the transition to the new Corporate Sustainability Reporting Directive (CSRD), significant

changes regarding the scope, nature, and objectives of sustainability reporting are expected.
2.3.1 The NFRD and the Need for Change

As an attempt to make social and environmental effects of companies transparent, the European
commission introduced the Non-Financial Reporting Directive (NFRD, Directive 2014/95/EU) as an
amendment to the Accounting Directive (Directive 2013/34/EU) in 2014. The directive aims to im-
prove the quality of corporate responsibility disclosure to a correspondingly high level in all mem-
ber states of the EU. Member states’ deadline for incorporating the directive into national law was
in December 2016. The first reports were published in 2018, concerning the previous fiscal year of
2017. (Hahnkamper-Vandenbulcke 2021, 3-4.)
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Subjects to the directive include all large public interest entities with more than 500 employees.
Large entities are considered those who either have a balance sheet total of more than
€20,000,000, or a turnover of more than €40,000,000. Public interest entities are listed companies,
credit institutions, insurance companies and others specifically designated as such by a member
state. (Welling-Steffens, Schoute & Bodelier 2021, 2.)

The directive requires the disclosure of four sustainability areas and issues: environmental, social
and employee matters, human rights, and bribery and corruption. It also requires information on
risks and risk management, business model and policies, and company performance. Key Perfor-
mance Indicators (KPIs) and the due diligence processes regarding these should also be dis-
closed. The NFRD outlines the concept of 'double materiality’. It refers to the reporting of the way
in which sustainability issues affect companies and the way companies in turn affect the general
society and environment in a broader context. The materiality of the information is defined to go as
far as to provide an understanding of the development, position, and impact of a company’s activi-
ties. (European Commission 2020, 3; Welling-Steffens et al. 2021, 2-3.)

The directive leaves room in its implementation and does not impose a reporting standard or de-
tailed criteria for the ways of disclosure. Companies are free to choose from existing international
frameworks when producing their reports, such as the GRI, SASB, IR, and TCFD. (Hahnkamper-
Vandenbulcke 2021, 3.) However, non-binding reporting guidelines were published by the commis-
sion in 2017 as a means of helping companies. In 2019 these were supplemented by publishing an
additional guideline with a focus on reporting climate-related data, incorporating the recommenda-
tions of the TCFD. (European Commission 2020, 3.)

In the case that a subject does not report on one or more of the defined key sustainability areas, it
needs to supply a reasoning in its non-financial statement — ‘comply-or-explain’. Regarding the as-
surance of the non-financial information, the directive puts forth a minimum requirement of a statu-
tory auditor confirming that the information has been provided. (Hahnkamper-Vandenbulcke 2021,
3-4)

Although the NFRD set a solid foundation for regulated non-financial reporting within the EU, the
evolving landscape of global environmental efforts and the growing demands of stakeholders have
called for changes. Throughout the years the NFRD grew to be recognized for having several defi-
ciencies. According to the inception impact assessment conducted by the European Commission
in January 2020, there is lack of information on the effect of sustainability issues on companies, as
well as on the influence of companies on the environment and society. This directly contradicts the
‘double materiality’ concept outlined in the NFRD — stakeholders argue that the directive fails to

provide an adequate definition of it. Additionally, the problem of comparability and relevancy arise
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as companies face the complexities of vague reporting guidelines. This is further supported by the
overlap of different EU legislations and their varying disclosure requirements. (Hahnkamper-Van-
denbulcke 2021, 2-4.) Finally, being able to choose the reporting framework or combination of
frameworks results in companies’ freedom to “tailor the report to their activities” (De Groen et al.
2020, 12).

2.3.2 The CSRD - Expanding Scope and Enhancing Disclosure

The need for a revision of the NFRD resulted in the European Commission publishing a proposal
on a new Corporate Sustainability Reporting Directive (CSRD) in April 2021 (Deloitte 2022, 1).
With this, the directive replaces and amends its predecessor. The CSRD is part of the EU Sustain-
able Finance package which aims to support the implementation and financing of the Green Deal.
(EY 2022, 2.) The objective of the CSRD is to significantly improve and expand the reporting re-
guirements as well as increase corporate responsibility in a wide range of sustainability themes.
(Deloitte 2022, 2.)

The directive extends the scope of its subjects. It now includes all listed companies, including
SMEs. Large public interest entities continue to meet the criteria already set by the NFRD for hav-
ing a balance sheet total of more than €20m, or a turnover of more than €40m. However, the
threshold for number of employees is lowered to be more than 250 from the previous requirement
of more than 500. Credit institutions and insurance companies are also included, no matter their
legal form. To address the separate needs of large companies and SMEs, the commission adopts
a principle of proportionality and will provide an according set of reporting standards for both. (EY
2022, 3)

EU members states were expected to incorporate the new directive into national law by the end of
2022 (EY 2022, 2). The compliance timelines for companies differ based on their size and owner-
ship structure. However, the general schedule for implementation is to take place between the
years 2024-2028. Companies who are already subject to the NFRD are expected to publish their
first sustainability reports according to the new requirements of the CSDR in 2025, for the fiscal
year 2024. Large entities who were previously not subject to the NFRD but are now subject to the
CSRD are to publish their first reports in 2026. Credit institutions and insurance companies are ex-
pected to publish their reports in 2027. (Ramboll s.a., 8.) Finally, to lessen the burden on the newly
affected SMEs, they are given flexibility to begin the reporting after three years of the application of
the directive (EY 2022, 4).

The content that the CSRD requires must be disclosed in a retrospective as well as a forward-look-

ing way. This puts an emphasis on the effect of sustainability issues in a broader context, such as
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the targets and progress made to align with the goals of the Paris Climate Agreements. The disclo-
sure must oversee short, medium, and long-time horizons. Both quantitative and qualitative data is
required for a spectrum of areas that expand on the four key topics of the NFRD (environment, so-
cial and employee matters, human rights, bribery and corruption). Information regarding the follow-
ing is highlighted: Negative effects regarding the value chain; Company policy on sustainability and
due diligence efforts; Roles and obligations of the management; Key sustainability related risks;
Disclosure of intangibles (social, human and intellectual capital). (Deloitte 2022, 3; BDO 2022, 3.)

To address the issue of non-existent standardized reporting within the NFRD, the European Com-
mission tasked the European Financial Reporting Advisory Group (EFRAG) with developing the
EU sustainability reporting standards (ESRS). (EY 2022, 5.) The commission adopted the ESRS
for use for all organizations under the CSRD in July 2023 (Directorate - General for Financial Sta-
bility, Financial Services and Capital Markets Union 2023).

The ESRS include four categories; cross-cutting standards (general requirements and disclo-
sures), environmental, social and governance. The topics under the environmental category are
climate change, pollution, water and marine resources, biodiversity, and ecosystems and circular
economy. The topics under the social category are workforce, workers in the value chain, affected
communities, and consumers and end users. The topic in governance is regarding business con-

duct. Each of these topics has several sections addressing their specificities. (Bloomberg 2024, 2.)

It is important to note that the first set of ESRS are sector-agnostic, meaning they are applicable
regardless of industry. The process of developing and finalizing the ESRS by the EFRAG is still on-
going. Currently sector-specific ESRS are to be adopted in June 2024. However, in order to lessen
the burden on companies subject to the CSRD, a proposal for delaying the adoption of sector-spe-
cific standards by two years is being considered. (Proposal for a Decision amending Directive
2013/34/EU, COM(2023) 596.)

The CSRD further defines and expands on the concept of double materiality. Companies have to
evaluate their effects on people and the environment (impact materiality) as well as the sustainabil-
ity topics that effect the company financially (financial materiality). The disclosure topics overarch
the entirety of the value chain, both in the EU and third-party countries where present. Beyond dis-
closing the general sustainability policies and initiatives, the CSRD mandates that companies set
targets for themselves and report the progress towards these. Examples include specific goals in
reducing GHG emissions by 2030 or 2050. (Bloomberg 2024, 2.)

Initially, ‘limited’ assurance will be required before the CSRD mandates ‘reasonable’ assurance in

the later stages of the directive’s implementation. The mandated auditing aims to have professional
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services ensure there are no misstatements in the sustainability information provided. (Bloomberg
2024, 2; Deloitte 2022, 9.)

The CSRD harmonizes its reporting requirements and the adopted standards with existing interna-
tional frameworks such as the GRI, SASB, IIRC and TCFD. The harmonization stems from using
the existing frameworks as reference points and aims to provide global comparability of sustaina-
bility reports. (European Commission 2023, 4-5; Ramboll s.a., 2.)

Ultimately, the directive aims to have ESG information be treated with the same level of thorough-
ness and accuracy as financial information and eliminate all ambiguity in its reporting. (SGS 2023,
3)
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3 Research Methods

This chapter presents the research approach and design for the study examining the sustainability
reports of the three energy companies in Finland for the years 2022 and 2023. The purpose of the
research is to assess the current compliance of the reports with the requirements of the CSRD,
therefore, evaluating the level of preparedness the companies showcase. After presenting the re-

search method, the subject companies included in the research are detailed.
3.1 Research Approach and Design

This research consists of a comprehensive qualitative study of corporate sustainability reports. The
choice of qualitative study is due to its nature of having interpretation of information — verbal and
visual data — at its core. The difference between quantitative and qualitative research in this sense
is the fact that interpretation takes a peripheral role in quantitative studies, whereas in qualitative
studies it is central to understanding and describing phenomena. Key attributes of qualitative re-
search that align with the objective and investigative questions of this thesis include it being case-
oriented — enabling the in-depth study of specific cases, and inductive — insight emerges from the
data itself as it is being studied. (Schreier 2012, 20-21, 28.)

The type of qualitative research chosen is Qualitative Content Analysis (QCA). Qualitative content
analysis systematically defines the meaning of qualitative data. It involves determining predefined
categories within a coding framework, which classifies data into segments. Although QCA follows a
structured sequence of steps in the analysis, it maintains flexibility in the way that the coding and
categorizing are tailored to the material being studied. While it reduces the overall material by fo-
cusing on relevant elements, it aims to incorporate those details under the overarching general

concept — the main research question. (Schreier 2012, 1, 8-9.)

The data being used in the research is secondary data. This is data which has already been gath-
ered and published in a certain form. Examples of secondary data include information from indus-
try publications and government reports. (Hassan 2024.) The secondary data used for the purpose
of this research are sustainability reports published by the three companies under study. The sus-

tainability reports are found and accessed through the official websites of each company.

The main analysis tool used to organize and analyse the data is Excel. Excerpts and statements
are taken from the sustainability reports of each company for each year and compiled into Excel.
There they are classified and sorted according to themes and sub-themes relevant to the main
ESG-related concepts. These are defined by the coding framework the author has established.

The coding framework consists of themes defined by the European Sustainability Reporting
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Standards (ESRS), divided into sub-themes that have emerged both inductively and deductively —
according to the contents of the reports. These are then assessed based on their relevancy and
compliance with the CSRD requirements, features, and criteria. To provide clarity, additional notes
and reasonings are included for the excerpts. Previous theory on sustainability reporting, its frame-
works and the legislative changes guide the analysis. However, the units of analysis are selected
from the data itself. Therefore, the concept of qualitative content analysis applies. The data is ana-
lysed using a data-driven approach, searching for patterns and insights to the presence of the
sought after dimensions in the reporting. The results of the analysis in Excel in their full extent can
be found in the appendices of this report.

3.2 Research Subjects

The three companies included in the research — Fortum, Neste and Wartsila — are all among the
largest in the energy industry in Finland, both by revenue and in terms of the reach of their opera-
tions. While each of them specializes in different segments and areas of expertise, they play cru-
cial roles in the impact in energy innovation and sustainability both in Finland and globally.

Fortum is one of the leading energy companies in the Nordics, headquartered in Espoo, Finland. In
addition to the Nordics, its offices are present in several other European countries, as well as India.
(Fortum 2024a; Fortum 2024b.) The company’s primary operations consist of carbon-neutral power
production, electricity sales, district heating, and waste recycling solutions. Fortum has around 5
000 employees working to offer its professional services. (Fortum 2024a.) In 2023 the company’s
comparable EBITDA amounted to €1,9 billion, whereas its operating profit totalled €1,5 billion. With
a power generation of 47TWh and a 98% rate of CO,-free generated electricity, the company as-
serts itself as being among the cleanest energy producers in Europe. (Fortum 2024a; Fortum
2024c.)

Neste was founded in 1948 with the purpose of ensuring Finland’s oil supply. Since then, the com-
pany has grown through drive for sustainability and innovation to rank as a global leader in the pro-
duction of renewable feedstock solutions and sustainable fuels. Neste has refineries in Finland, the
Netherlands and Singapore, and key markets in a wide range of locations in Europe and North
America. In 2023, the company employed around 6 000 professionals, had a revenue of almost
€23 billion, and amounted to a comparable EBITDA of €3,5 billion. In the last five years, Neste's
renewable solutions have enabled customers to cut almost 50 mil tons of GHG emissions. Its fu-
ture entails establishing Porvoo’s refinery as the most sustainable in Europe by 2030 and reaching

carbon neutrality by 2035. (Neste s.a.)
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Wartsila is a Finnish company operating in the energy industry in around 80 countries worldwide.
The company dates back as far as 1834. (Wartsila 2024a.) Today, it stands as a global leader in
advanced technologies and comprehensive lifecycle solutions for the marine and energy sectors.
Its products include future-fuel enabled balancing power plants, and integrated powertrain and pro-
pulsion systems. In 2023 the company had a comparable operating result of almost €500 million
and a total net sale of €6 billion. With more than 17 000 employees working in Wartsila Portfolio
Business, Wartsila Marine, and Wartsila Energy, the company drives the decarbonisation transfor-
mation in the industries. (Wartsila 2024b.)



24

4 Research Findings

This chapter presents the research analysis, findings, and the data gathered as a result of the
gualitative content analysis on the sustainability reports of Wartsila, Fortum and Neste for the cho-
sen years. The chapter is divided into three sub-chapters. The first two present the analysis for
each year separately, discussing the relevant environmental, social and governance (ESG) disclo-
sures the companies provided for the year in question. For effective presentation, the author high-
lights patterns, trends and progress between the two years. The author gives an explanation and
justification for the relevant disclosures and their alignment with specific CSRD-related features
and criteria. The third subchapter discusses the specific preparatory measures the companies
have disclosed regarding the implementation of the CSRD for the following year.

4.1 Sustainability Reporting for the Year 2022

This sections presents the analysis of the sustainability reports for the financial year 2022. The en-
vironmental, social and governance aspects are covered by presenting relevant information re-

ported by each of the three companies under the category in question.
4.1.1 Environmental Information Reported in Compliance with the CSRD in 2022

The environmental information reported by the companies in 2022 encompasses a variety of
themes and sheds light on specific focus areas within each theme. When identifying relevant infor-
mation that complies with the criteria and features of the Corporate Sustainability Reporting Di-
rective (CSRD), the environmental disclosures were categorized into 5 themes defined by the Eu-

ropean Sustainability Reporting Standards (ESRS). These are shown in Table 2.

Table 2. Presence of environmental ESRS themes containing CSRD-aligned disclosures

Environmental ESRS Defined Themes Wartsila Fortum Neste
Climate Change X X X
Pollution X X X
Water & Marine Resources X X X
Biodiversity & Ecosystems X X
Circular Economy X X X
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The table above shows the presence of environmental information reported in compliance with the
CSRD within each theme by the companies in 2022. Wartsila’s sustainability report includes disclo-
sures that cover the themes of Climate Change, Pollution, Water & Marine Resources and Circular
Economy, however, lacks the CSRD-specific disclosures for the theme of Biodiversity & Ecosys-
tems. Fortum and Neste include information compliant with certain CSRD criteria for all themes.

Within the theme of Climate Change, focus points that emerged for Wartsila were in renewable
energy and energy efficiency. Regarding renewable energy, the company emphasized its initiatives
in technological innovation and strategic investment in R&D which reflect the double materiality
perspective outlined by the CSRD — financial materiality, and impact materiality through the effect
on sustainable efforts. An example outlining this addressed Wartsila’s continuous effort to pioneer
in the usage of sustainable fuels by setting itself targets for developing an engine concept on pure
ammonia fuel by 2023 and a power plant operating on clean hydrogen by 2025. (Wartsila 2022,
45). This statement aligns with the CSRD’s criteria for providing forward-looking information with
defined sustainability efforts and initiatives looking over a long-term horizon (2022-2025). Regard-

ing energy efficiency, the company stated the following:

“In the beginning of 2017, Wartsila set an energy saving target to reduce energy consumption
by at least 7% in terms of absolute consumption (GWh) from 2015 levels by 2025. By the end
of the sixth year of the target, permanent energy savings of 10.2 GWh have been reached”
(Wartsila 2022, 65.)

This statement matches the CSRD’s requirement to provide retrospective information which serves
as a baseline for comparison and highlights the progress made thus far, in addition to a set target
for achieving the effort, in this case reduction of energy consumption. Both Fortum and Neste’s cli-
mate change disclosures mainly focused on their efforts in climate risk management and address-

ing GHG emissions. Fortum stated the following regarding set metrics and targets valid in 2022:

“Reduction of CO2 emissions (Scope 1 and 2) in European generation by at least 50% by
2030 (compared to base year 2019); Carbon neutral (Scope 1 and 2) in European generation
by 2035 at the latest; Reduction of Scope 3 GHG emissions by 35% by 2035 at the latest
(compared to base-year 2021); Carbon neutral (Scope 1, 2 and 3 emissions) globally, in line
with the goals of the Paris Agreement, by 2050 at the latest. (Fortum 2022, 34.)

Respectively, Neste disclosed the following:

“Our target is to reduce production (scopes 1 & 2) emissions by 50% by 2030 compared to
2019 and reach carbon neutral production by 2035. We believe that these commitments are in

line with global climate ambitions and the Paris Agreement. We are well on track to reach our
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targets as in 2022, our production (scopes 1 & 2) emissions totalled to 2.5 MtCO2, which is
28% smaller than in 2019, which is our baseline year.” (Neste 2022, 70.)

These excerpts demonstrate alignment with global environmental goals, such as those set by the
Paris Agreement and enforced by the European Green Deal. This is a crucial aspect of the impact
materiality concept emphasized by the CSRD. The companies have set ambitious goals for them-
selves and heavily consider the implications of their operations on the climate. The defined
timeframes, baseline years, and quantitative data on progress and metrics align with the require-

ment of more extensive and in-depth disclosure of efforts.

Within the theme of Pollution, the focus areas that align with more comprehensive disclosure ad-
dressed air quality and waste management. Wartsila announced the preparation of an innovative
maritime carbon capture technology between the years 2023-2024, aiming to introduce it to the
market in 2025 (Wartsila 2022, 23). Fortum described investment in long-term waste management
planned to dispose of radioactive waste caused by spent nuclear fuel at the Loviisa power plant,
starting in the mid-2020s. (Fortum 2022, 53.) Neste outlined the continuous air quality monitoring
that has taken place near the Porvoo refinery since 1970 with shown improvements in the reduc-
tion of sulphur dioxide and nitrogen oxide emissions. The air quality information is verified by the
Finnish Meteorological institute as part of national data. (Neste 2022, 79.) These statements pro-
vide insight into the unique approach and focus of each company on pollution control, according to
the nature of their operations. They serve as both retrospective and forward-looking disclosure, ad-

dressing impact materiality by mitigating risks and financial materiality through investments.

Under the theme of Water & Marine Resources, the relevant disclosures for all three companies
mainly addressed water stewardship and consumption as well as effluent treatment. The compa-
nies detailed levels of water consumption and recycling efforts with specific rates and quantitative
data presenting the performance for subsidiaries in different geographical locations. They also pro-
vided insight into the risk assessment regarding their ecological impact, especially in high water-
stressed areas. Fortum described the risks to its water availability as “relatively small in the me-
dium term” as majority of its operations only withdraw and discharge water to and from the same
source. However, for the amount in production operations the company discloses the percentage
(3%) of water that comes from water-stressed areas — specifically in Russia and Poland. (Fortum
2022, 41-42.) This is in line with the CSRD’s requirement for transparency regarding risks, espe-

cially potential negative implications of company operations.

The theme of Biodiversity & Ecosystems is addressed by Fortum and Neste with a focus on dis-
closing information regarding habitat protection and land use. Fortum establishes general targets

regarding its biodiversity impacts as follows:
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"No net loss of biodiversity from direct operations 2030 onwards (excluding all aquatic im-
pacts)."; "50% reduction in dynamic terrestrial impacts in upstream Scope 3 by 2030 vs.
2021." (Fortum 2022, 20.)

Fortum builds on the disclosure of these targets and provides data for their biodiversity footprint
assessment which acknowledges the primary factors as being from “GHG emissions, land use and
fuel procurement”. (Fortum 2022, 46). In addition to ambitious targets similar to Fortum’s in com-
mitting to establishing a nature positive value chain, Neste describes a unique effort which has a
direct positive impact on local surroundings — homing beehives at the Espoo headquarters (Neste
2022, 79). This serves as a tangible example of how small-scale initiatives can contribute to habitat

protection and demonstrate corporate environmental responsibility at the community level.

For Circular Economy, the sub-themes that occurred most often and disclosed the most relevant
information were regarding resource recovery and product lifecycle. The companies highlighted
newly introduced innovative solutions and that go beyond traditional practices and set new stand-
ards. Fortum has created Fortum Circo — a recycled, carbon-neutral plastic product meant to serve
as a sustainable alternative to virgin materials. In 2022, the product was approved by the EU Toy
Safety Standard and will proceed to be used for manufacturing. (Fortum 2022, 11, 51.) Neste of-
fers the Neste RE - a renewable substitute that can be used solely or in a blend and delivers the
same quality as fossil-based materials. The product enables the reduction of GHG emissions by at
least 85% when applied in the chemical and polymer industries. (Neste 2022, 65.) These examples
and their disclosure demonstrate the double materiality principle — reducing environmental impacts

while also providing potential financial benefits through innovation in product development.
4.1.2 Social Information Reported in Compliance with the CSRD in 2022

Data on social responsibility can be categorized into 4 themes defined by the European Sustaina-
bility Reporting Standards (ESRS). These are illustrated in the table below, as well as their pres-
ence regarding disclosures compliant with the Corporate Sustainability Reporting Directive (CSRD)
requirements across the three companies. As seen in table 3, out of the three companies, Neste

lacks CSRD-specific disclosures for the theme of Consumers and End Users.
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Table 3. Presence of social ESRS themes containing CSRD-aligned disclosures

Social ESRS Defined Themes Wartsila Fortum Neste
Own Workforce X X X
Workers in Value Chain X X X
Affected Communities X X X
Consumers & End-Users X X

Sub-themes that emerged under theme of Own Workforce for Wartsila included information about
diversity and inclusion, employee health and safety, and training and education. Regarding diver-
sity and inclusion, the company discloses quantitative data on nationalities present in the company,
as well as qualitative data on embracing different genders, educational backgrounds and age
groups. The employee health and safety disclosures include information on rates and the number
of Wartsila companies that have occupational health and safety programmes compliant with global
standards such as the ISO 45001 in place. The company provides information on code of conduct
violation and the total number of reports made in 2022. With connection to training and education
efforts, Wartsila states the following:

"Since 2019, we have been delivering ‘Champions in Safety’ training. By the end of 2022,
7,500 employees had completed this training.”; “Average number of training days in 2022 for

male employees was 1.45 and for female employees 1.15.” (Wartsila 2022, 56; 73.)

These statements provide a baseline year for the implementation of the internal initiative and show
the continuity of the effort by providing information for the current statistics of its completion by
number of employees, average days, and gender. Thus, as required by the CSRD, they showcase

a form of investment in their human capital development, in a detailed form.

Fortum’s and Neste’s disclosure regarding their own workforce is reported in similar manner and
covers the same sub-themes as Wartsila. Additional focus points that appeared for Fortum were
information regarding employee satisfaction, and in connection to that, usage of whistle-blower
channels. Fortum assessed perception of the Diversity, Equity and Inclusion (DEI) culture through
an internal survey. The company disclosed the rates for satisfaction regarding management’s
method of handling DEI and the process of reporting incidents regarding DEI — 5% of the employ-

ees had reported cases of discrimination during 2022. (Fortum 2022, 59.) Additionally, Neste
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highlighted relevant information for employee compensation and fair wages. In 2022 the company
performed a living wage gap assessment for its Finnish employees with data from the Fair Wage
Network, confirming all are compensated above the local living wage. The company also started
utilizing living wage data for its suppliers in sustainability audits. (Neste 2022, 33.)

Within the theme of Workers in Value Chain, all three companies reported relevant disclosures
regarding their suppliers and their social assessment. The companies have established mandatory
supplier requirements that range from health and safety management to general social perfor-
mance compliant with the SDG goals. Human rights are an essential part of the supplier code of
conduct. Compliance with them is monitored, both for current suppliers as well as a criterion for the
assessment and selection of new suppliers. (Fortum 2022, 71; Neste 2022, 83; Wartsila 2022, 34.)
The relevancy of these disclosure is reflected through the transparency in the companies’ due dili-
gence as per CSRD requirements in ensuring that their entire supply chain aligns with the core so-

cial commitments.

The theme of Affected Communities is addressed through information on the companies’ social
investments and community engagement. For this purpose, Wartsila, Fortum and Neste have
shown initiative in partnerships with other high-profile institutions and contributed to a variety of so-
cial factors covering a long timeframe of set goals and actions. For 2022 Wartsila reported having
signed a three-year partnership with Aalto University for a long-term cooperation that aims to im-
prove sustainable wellbeing and education through research and societal engagement. (Wartsila
2022, 44.) A similar social investment is outlined by Fortum. The company described having in-
vested in a project targeting Indian villages near solar operations that provides health camps, voca-
tional courses and computer training for children. (Fortum 2022, 84.) Additionally, Fortum provided
detailed insight into its donation activities for the year, stating the following as a more significant

effort;

“Due to the devastating war in Ukraine, we directed donations towards organisations helping
the Ukrainian people. In the beginning of the war, we made a 200,000-euro donation as part
of a wider Emergency Appeal where IFRC, alongside its partner Red Cross and Red Crescent

societies, provided basic assistance to more than 5 million people.” (Fortum 2022, 84.)

Neste highlighted community engagement efforts similar to Fortum’s in entering a three-year pro-
ject in providing relief to children in vulnerable communities located across the company’s supply
networks (Neste 2022, 84). Neste also made significant donations to the Red Cross and UNICEF
with regards to the company’s strong support for the Ukrainian people. In addition to external ef-
forts, the company incentivized internal support among the employees by offering a paid full day

for volunteering activities, most of which were aimed at raising charitable donations through
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employee-organized events and activities. The number of employees taking part in volunteer work

in 2022 doubled compared to the previous year. (Neste 2022, 54.) These activities and their disclo-
sure strongly align with the concept of impact materiality to broader social advancement and efforts
to making a positive impact on human capital. Additionally, they address the reporting of impact on
social issues in crisis situations, a vital aspect emphasized by the CSRD.

Regarding the theme of Consumers and End-Users, Wartsila and Fortum disclosed their meth-
ods of measuring customer satisfaction. This practice aligns with the CSRD’s requirement of com-
panies’ assessing the impact of their operations on consumers. Wartsila informed of implementing
a monthly assessment of customer perception through Net Promoter Score methodology (NPS).
(Wartsila 2022, 74.) Fortum implements the ‘One Fortum Survey’ which assesses the Customer
Satisfaction Index (CSI) and reports them separately as points on a scale of 0 — 100 by business
area. The overall range for the CSI including all business areas compared to the range for the pre-

vious year is reported, showing improvement. (Fortum 2022, 82.)
4.1.3 Governance Information Reported in Compliance with the CSRD in 2022

For the reporting of information on Governance practices, the ESRS defines one theme — Busi-
ness Conduct. Each company provided relevant and CSRD-adhering disclosures that cover cer-

tain aspects of business conduct, thus highlighting specific focus areas or sub-themes.

The sub-themes that appeared in Wartsild’s report mainly addressed risk management, corporate
governance and political engagement. Risk management for Wartsilé is present in both its strategic
and operative assessment annually. A strategic risk is defined by the company as one that has po-
tential for long-term effect on its performance. Wartsila discloses the principle of managing the miti-
gation of financial impacts that cannot be directly controlled — transferring them to insurance com-
panies. Regarding privacy and data protection, Wartsila follows the EU’s General Data Protection
Regulation (GDPR) and describes a continuous risk-based approach that aims to enhance prac-
tices and accountability. (Wartsila 2022, 33, 121, 128.) These disclosures ensure a forward-looking

approach and demonstrate due diligence in considering both current and potential challenges.

Regarding political engagement Wartsila describes its policy as being committed to transparent
and open communication with authorities at both local and international levels. A relevant example
for the company’s decision-making in this context includes the scaling down of operations with
Russia, followed by a full exit from its market finalized in July 2022. (Wartsila 2022, 42, 123.) This
example demonstrates a business decision that considers the broader implications of the current
state of society and global trade. It aligns with the CSRD’s requirement to disclose information re-

garding political engagement and lobbying.
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Fortum’s focus areas regarding business conduct included regulatory compliance and shareholder
and political engagement. Similar to Wartsila, Fortum describes active dialogue with public officials
and engagement in policy and regulatory debates relevant to the energy sector. For 2022, the
company detailed having participated in debates with connection to the EU energy crisis, EU sus-
tainable finance taxonomy and the Fit for 55 package. Additionally, the company highlights its effort
in initiating a political discussion on hydro- and nuclear energy, as well as financial power market
regulation (EMIR). (Fortum 2022, 75.) Regarding the regulatory compliance of its own operations,
Fortum discloses cases of non-compliance along with the consequences. Due to the sale of a pay-
ment solution that violated the electricity invoicing regulation according to the Norwegian Energy
Regulation Authority, Fortum was fined for NOK 6.29 million (EUR 0.62 million). The company ad-
hered to the Authority's decision. (Fortum 2022, 19.) Regarding its operations in Russia, Fortum
has also announced an exit from the market, acknowledging the divestment as ongoing but re-

maining subject to the needed regulatory approvals. (Fortum 2022, 74.)

The most relevant sub-themes that appeared in Neste’s report for governance and business con-
duct are the same as the ones previously mentioned for Wartsila and Fortum. Similarly, Neste per-
forms thorough risk assessment and monitoring on a variety of aspects. A key element in its opera-
tions is the compliance with health and safety protocols. The company disclosed a fire incident that
occurred at the Rotterdam refinery which resulted in its temporary closing. The incident led to no
injuries or adverse effects. However, it indicated the necessity to enhance process safety perfor-
mance. (Neste 2022, 56.) To address the regular auditing and monitoring of sustainability prac-
tices, Neste conducts internal sustainability audits that assess suppliers’ compliance with its Code
of Conduct and local regulations. The audit standards which define the criteria for the sustainability
audits were published in 2021. Neste disclosed the total number of audits it conducted for 2022
across various categories such as raw materials, contractor audits and terminals. (Neste 2022, 88.)
Regarding operations with the Russian market, Neste announced its decision to stop using Rus-
sian crude oil and other fossil feedstocks. The last crude oil contracts ended in July 2022, with

other fossil feedstock contracts concluding by the end of the year. (Neste 2022, 18.)
4.2 Sustainability Reporting for the Year 2023

This section presents the analysis of the sustainability reports for the financial year 2023. The envi-
ronmental, social and governance aspects are covered by presenting relevant information reported
by each of the three companies under the category in question. Connections are made regarding

the content reported for the previous year. Positive or negative patterns, trends and progress have

been identified and highlighted wherever possible.
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4.2.1 Environmental Information Reported in Compliance with the CSRD in 2023

The classification of the environmental information in the reports of the three companies for 2023
followed the predefined themes set by the European Sustainability Reporting Standards (ESRS).
The presence of the themes across the three companies and the relevant disclosures within is the
same as for the previous year (see Table 2).

Within the theme of Climate Change, Wartsild’s disclosures mainly referred to renewable energy,
energy efficiency and the R&D and technological innovations that have helped enhance the perfor-
mance in these areas. The long-term targets that the company had set for itself previously (see
4.1.1) are once again detailed, along with information regarding progress. Ammonia and hydrogen
continue to be utilized for engine testing - engine power plants were reported to currently be capa-
ble of using blends with up to 25% hydrogen, steadily aligning with the previously set target to
achieve a 100% hydrogen concept by 2025. Similarly, the company follows its energy saving tar-
gets and provides a progress update of reaching a new milestone which represents 47% of the tar-
get set for 2025. (Wartsila 2023, 26, 37, 66-67.) Additionally, Wartsila reported having heavily in-
vested in innovation regarding its engines, establishing green purchasing models for electricity,
and investigating the potential of ‘Power-to-X' fuels. Regarding these investment efforts, the com-

pany stated the following:

“Wartsila has increased its R&D investments from its historical ~3% of net sales to ~4%. In
2023, the company’s R&D investment accounted to 4.3% and was largely related to the de-

carbonisation of the marine and energy sectors. (Wartsila 2023, 124.)

The disclosure of such information reflects adherence to the CSRD-requirements for long-term
horizon reporting, progress updates towards targets along with historical figures, and the double-

materiality perspective in showing sustainable impacts that stem from financial activities.

Regarding Climate Change, Fortum reestablished its targets for the reduction of CO2 and GHG
emissions and carbon neutrality in line with the set goals of the Paris Agreement. It also provided
mid-point targets for emissions in energy production and power generation for 2028, and a pro-
gress update representing the performance for 2023. (Fortum 2023, 24.) The company allocated
the performance improvement for part the targets to an investment decision amounting to EUR 225
million in projects part of the ‘Espoo Clean Heat’ initiative, as well as the reduced operations at the
Meri Pori power plant. (Fortum 2023, 9.) Neste followed a similar manner in reporting its progress.
The company detailed quantitative data regarding progress in renewable energy and GHG emis-
sions as part of the broader context in their climate risk management. Neste’s milestones for 2023

included greater automation in fleet usage optimization, significant expansion of production
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capacity for Sustainable Aviation Fuel (SAF) and receiving the European Inventor Award for its
work on transforming waste into high-quality renewables. (Neste 2023, 18, 19, 72.) These state-
ments provide information on strategic positionings and financial allocations that the companies

have put forth to continue their ambitions in transitioning to more sustainable operations.

Under the theme of Pollution, relevant disclosures in Wartsila’s report once again addressed the
topic of waste management. A new initiative the company outlined in 2023 was its effort to reduce
plastic waste from marine operations through a collaboration with the cruise operator Carnival Cor-
poration. The project resulted in achieving a 40% reduction in plastic usage for spare parts’ pack-
aging. (Wartsila 2023, 24, 47.) This initiative is another example showcasing double materiality —
the company reduced its negative environmental impact as well as costs associated with product
packaging. Both Fortum and Neste disclosed information regarding the disposal of hazardous ma-
terials. Both companies reported amounts of waste disposed or incinerated and described the
manner of treating them. Fortum’s process of converting waste into energy addresses the dual

challenge of waste management and sustainable energy production. (Fortum 2023, 35.)

For Water & Marine Resources, the reoccurring sub-themes for all three companies were water
stewardship and consumption. The companies assessed their water-related impacts and described
the treatment and reusage of water. They also provided quantitative data on recycled and con-
sumed amounts, including those for water-stressed areas. Fortum reported having successfully uti-
lized artificial intelligence in condition monitoring for leakage detection which has contributed to a
decrease in water usage. Although the current consumption rate is 2.0, further process develop-
ment is necessary to meet the target rate of 1.6. (Fortum 2023, 29.) This initiative aligns with the
CSRD’s focus on transparency regarding specific company practices that affect environmental out-

comes.

The theme of Biodiversity & Ecosystems was addressed through relevant disclosures by Fortum
and Neste. Fortum restated the goals mentioned in the previous years’ report regarding the reduc-
tion of its negative dynamic terrestrial impacts, and the continued efforts in achieving them. For
2023, these included projects dedicated to restoring terrestrial and aquatic habitats, managing in-
vasive species, and facilitating fish migration. The company reported having carried out fish-related
commitments associated with hydropower, totalling around EUR 2.8 million. (Fortum 2023, 32.)
Similarly, Neste has taken part in projects that aimed to restore landscapes in areas affected by
deforestation in Northern Brazil. On a more local level, the company persist in safeguarding vulner-

able species and habitats on its land in Naantali and Porvoo. (Neste 2023, 77, 79.)

Finally, regarding Circular Economy the focus in all three companies’ disclosures continued to be

on resource recovery and product life cycle. The companies detailed both quantitative and
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qualitative disclosures regarding technologies and practises that improved recycling rates. An ex-
ample provided by Fortum describes its mechanical and hydrometallurgical technologies which ex-
tract chemicals that are utilized to manufacture new batteries. This process enables over 95% of
the valuable metals from a battery's black mass to be reintroduced into circulation. (Fortum 2023,
35.)

4.2.2 Social Information Reported in Compliance with the CSRD in 2023

The information on the companies’ social responsibility in their reports for 2023 is categorized into
the four predefined themes established by the European Sustainability Reporting Standards
(ESRS). The presence of relevant disclosures made by the companies for each theme follows the

same occurrence as in the previous year’s report (see Table 3).

Regarding the theme of Own Workforce, impactful disclosures provided by Wartsil&a mainly cov-
ered the topics of health and safety, diversity and inclusion, and fair wages. The company reported
guantitative insight of their performance in health and safety, specifically the Lost Time Injury Fre-
guency (LTIF) and the Total Recordable Injury Frequency (TRIF). These metrics showed an in-
crease of 1% and 2%, respectively, compared to the previous year. (Wartsila 2023, 58.) Detailing
the injury frequency rates aligns with transparent reporting of positive or negative trends, important
for balanced disclosure. In addressing diversity and inclusion and fair wages, the company shared
a significant milestones of having achieved a previously set target for 2023 of 100% equal pay for
both men and women (not including top management and trainees). The company also aims to
have gender balance present in its board — in 2023 it consisted of three women and five men.
(Wartsila 2023, 38, 101.)

Once again, Fortum conducted its biannual internal survey on employee perception on the DEI cul-
ture. The results of the survey positioned the company near the benchmark score generally pre-
sent in the energy and utility sector. (Fortum 2023, 36.) Regarding the company’s principle on gen-
der equality on its board, it discloses alignment with the Finnish Government’s 2020-2023 gender
equality action plan and the ‘Women on Board’ directive which underscores the need for 40% rep-
resentation of both genders. (Fortum 2023, 37.) Neste reports similar efforts in connection to its
own workforce. The company provides quantitative insights into safety metrics and compares them
with those of the previous year, reports on DEI implementation and satisfaction rates, and provides
data on development programs. Additionally, Neste reported having expanded the previous year’s
local living wage gap assessment by conducting its first global living wage gap assessment across

all operating countries, utilizing the Fair Wage Network data. (Neste 2023, 85.)
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The companies discussed Workers in Value Chain mainly in the context of labour practises pre-
sent across the entirety of the value chain and supplier’s social assessment. Wartsila disclosed an
example of financial implications due to negative social responsibility — a penalty for Wartsila Korea
Ltd. for not fulfilling the legal requirement of having disabled persons constitute at least 5% of the
total workforce. (Wartsila 2023, 78.) The companies disclosed information regarding employment
practices they require throughout the supply chains, with Neste having focus on those in high-risk
areas. Neste detailed an initiative in providing training for certain suppliers to help enhance their
management structures for ethical hiring. (Neste 2023, 29, 84.)

Under the theme of Affected Communities, the companies continued their efforts in community
engagement and social investments and highlighted their dedication to addressing issues concern-
ing human rights. The companies donated and invested in several projects such as educational
centres, health clinics for children, and environmental community clean-ups. Neste disclosed the

following information regarding its work in supporting children’s rights:

“We were recognized as a Leader in Global Child Forum’s children’s rights and business
benchmark, The State of Children’s Rights and Business 2023. The report ranked Neste
among the top 15 companies out of the 795 benchmarked globally, recognizing us for setting

a positive example for the whole energy and utilities sector.” (Neste 2023, 85.)

These initiatives and their disclosure demonstrate the companies’ active role in contributing posi-
tively to a wide spectrum of societal needs. A recognition as the one received by Neste acts as evi-
dence for this and could have potential long-term benefit on financial materiality by influencing con-

sumer and investor perceptions of the company.

Relevant disclosures regarding Consumers and End-Users included measurement of customer
satisfaction as well as internal awareness initiatives aimed at enhancing employee understanding

of customer success and developing customer-focused skills. (Wartsila 2023, 54.)
4.2.3 Governance Information Reported in Compliance with the CSRD in 2023

In presenting the relevant disclosures regarding the area of governance, the same structure out-
lined by the ESRS is followed. The data refers to the theme of Business Conduct, in which most
common topics addressed by the companies were compliance, risk management, ethics and integ-

rity, advocacy and policy engagement, and strategic oversight.

The companies disclosed their policy enforcement and compliance regarding their codes of con-
duct, anti-corruption and trade sanctions. They reported relevant misconduct incidents including

data regarding their frequency and occurrence and the appropriate response mechanisms. Risk
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management frameworks and techniques were described to be utilized in several aspects: In R&D
through Wartsila’s Failure Modes and Effects Analysis (FMEA) tool; Climate-related risks inte-
grated into Fortum’s short- and long-term scenario reviews; Country risk assessments of Neste’s
high-risk geographical areas through custom methodology provided by Maplecroft. (Fortum 2023,
23; Neste 2023, 87; Wartsila 2023, 126.)

Fortum detailed the initiatives for its climate policy advocacy for 2023. The company lobbied for
cost-effective policy measures like carbon pricing and presented its position on advocating for a
90% net reduction in emissions by 2040 relative to the levels from 1990. (Fortum 2023, 46.) Wért-
sila and Neste disclosed similar policy advocacy and their strategies for participation in influencing
climate-related regulations in line with the EU’s targets. (Neste 2023, 68.)

Towards the end of 2023, Neste disclosed its intention to streamline organizational structure and
the operational model which will enable the company to enhance growth strategy through better
cost efficiency. The changes are expected to result in a global reduction of around 400 roles set to
take effect in April 2024. (Neste 2023, 14.) Regarding Fortum’s operations in Russia, the company
reported them being unlawfully seized by Russian authorities in April 2023. Consequently, these
assets were fully impaired, removed from Fortum's consolidated accounts, and listed as discontin-
ued operations. As a result, Fortum's carbon intensity in electricity generation dropped to one of
the lowest in Europe (16 g/kwh) by the end of 2023. (Fortum 2023, 45.)

4.3 Disclosure of Preparatory Measures for the CSRD

All three companies include explicit mention of awareness of the changing regulatory landscape
regarding sustainability reporting in the European Union. In the sustainability reports for the year
2022, which marked the formal adoption of the Corporate Sustainability Reporting Directive

(CSRD), Neste is the only company among the three that addressed the event in its early stage.

Neste described its proactive approach to following regulatory adjustments of sustainability report-
ing frameworks, with a focus on the changes and global standardization efforts particularly within
the EU. By monitoring the developments and phased implementation of the CSRD and the Euro-
pean Sustainability Reporting Standards (ESRS), the company states the wish to ensure that its

reporting methods remain current. (Neste 2022, 99.)

In the sustainability reports for the year 2023, which marked the CSRD’s entry into force, all three
companies state explicit preparatory measures regarding the adoption of the new criteria and re-

guirements for the following year.
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In its preparations for the upcoming report, Wartsila disclosed having carried out the CSRD re-
quired double materiality assessment in 2023. The identified key sustainability issues from this as-
sessment will be incorporated in the company’s sustainability report for the fiscal year of 2024
which will be published in 2025. (Wartsila 2023, 35.) Similarly, Fortum announced its first sustaina-
bility report prepared according to the requirements of the CSRD to be published the following
year. (Fortum 2023, 10.) Fortum did not state information on a double materiality assessment or
any other specific preparatory measures.

Neste stated that ensuring ESG reporting for the next year meets CSRD and double materiality re-
guirements has been established as a high priority for its internal control. The company informs of
having completed the necessary double materiality assessment. The assessment determined rele-
vant sustainability topics along with their relationships to both financial and non-financial effects
throughout the entire value chain. These material topics will shape Neste’s sustainability report for
2024. (Neste 2023, 34, 133.) Neste also disclosed making efforts to ensure that its currently used
frameworks, specifically the Science Based Targets (SBTs), will align with the requirements of the
CSRD. (Neste 2023, 78.) Additionally, Neste updated its Environmental Management Principle to

enhance compliance and environmental performance and meet the new criteria. (Neste 2023, 80.)
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5 Conclusions

The final chapter of this thesis aims to summarize the findings and present a discussion on the in-
terpretation of the results in relation to answering the main research question. This is followed by
addressing the reliability of the research and the author’'s recommendations for further research
ideas. The chapter concludes with the author's reflection on the writing process and the learning

experience gained from the thesis work.
5.1 Findings and Results

The qualitative content analysis of the three companies' sustainability reports for the two years
identified relevant environmental, social and governance (ESG) information aligned with the fea-
tures and criteria of the Corporate Sustainability Reporting Directive (CSRD). The information was
categorized according to the sector-agnostic European Sustainability Reporting Standards (ESRS).
An additional deductive categorization was then applied based on the nature and content of each
report. This approach resulted in outlining a set of themes and sub-themes that provide an exten-

sive overview of the companies’ performance in each ESG area.

In the sustainability reports for the year 2022, the environmental information presented by the com-
panies provided insight into the initiatives taken to address the broader context of combating cli-
mate change. The companies revealed their unique approach to a variety of issues such as GHG
emissions, energy efficiency, and circular economy. The approach in addressing each was tied to
set targets that demonstrated alignment with global environmental goals, such as those enforced
by the Paris Agreement. The companies highlighted examples of product innovation and strategic
investments meant to reduce their negative environmental impacts, thus proving the adaptation of

the double materiality concept.

The information on the companies’ social responsibility included efforts to invest in own human
capital, as well as in the workforce throughout the entirety of their value chain, and to impact
broader social advancement through community engagement. Governance disclosures focused on
policy enforcement, advocacy, risk management, and political engagement. These topics are de-
scriptive of the dynamic landscape the companies currently find themselves in, both in a geopoliti-
cal sense and in the midst of a changing regulatory environment. Regarding the latter, Fortum for
example reported having participated in discussions regarding the EU energy crisis and regulatory

developments overarched by the European Green Deal.

The sustainability reports for the year 2023 show continuity in the reporting approach established

the prior year. The companies showcase ongoing monitoring of long-term targets and report the
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progress towards these, along with additional projects and new-large scale investments for im-

proved environmental and social responsibility. The assessment of critical ecological impacts and
social efforts continue and the companies set themselves additional mid-point targets for specific
metrics. These efforts are shown to be recognized, as with Neste’s example of the company hav-

ing been positioned among the global leaders for its contributions to children’s rights.

All the relevant ESG information taken from the sustainability reports aligned with certain features
or criteria of the CSRD. At the core of reporting the information lies the double materiality principle
— requiring companies to reflect on how their initiatives impact people, the environment, and the
company’s financials. This was demonstrated through examples that highlighted effects from in-
vestments and donations, as well as consequences like fines for misconduct. Balanced reporting
should include both positive and negative trends for an extensive overview. The targets regarding
environmental and social causes were disclosed in the required manner of detailing past perfor-
mance and future plans that cover medium or long-term horizons; Including quantitative metrics or

gualitative insights; Demonstrating due diligence efforts and transparency in tracking progress.

Disclosures on governance aligned with the criteria requiring disclosure of political and lobbying
activities, key sustainability-related risks and their management, and intangible assets such as so-
cial and intellectual capital. All three companies fulfilled the obligation of having limited assurance
be conducted. This serves as a gateway and a reasonable indicator of the companies’ readiness to
transition to reasonable assurance in the future, as outlined in the CSRD's phased implementation
plan. Additionally, the companies disclosed compliance with and usage of international sustainabil-
ity frameworks that complement CSRD requirements. These included the Global Reporting Initia-
tive (GRI), Task Force on Climate-related Financial Disclosures (TCFD), and UN Sustainable De-

velopment Goals (SDGSs).

Regarding the occurrence of the predefined ESRS themes, a gap was noticed in ‘Biodiversity &
Ecosystems’ by Wartsila, as well as in ‘Consumers & End-Users’ by Neste. The lack of disclosure
regarding these themes can be attributed to the to the nature of the companies’ operations. Wart-
sild’s primary focus on energy solutions for marine and energy sectors prioritizes the reporting on
areas where it has a more direct impact, such as energy efficiency and product-life cycle. Similarly,
Neste’s focus on delivering to the B2B sector differentiates it by not directly involving consumers or
end-users in the same way as Fortum and Wartsila, which have more customer-facing interactions.
Areas for improvement and potential future disclosures regarding the exhaustiveness of CSRD
content requirements include: Expanded scenario analyses of physical and transitional risks

aligned with TCFD standards (beyond GHG emissions); More in-depth lifecycle analysis with
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regards to ‘Circular Economy’; Additional data on labour conditions within the supply chain; Im-
proved transparency on value chain impacts for operations in non-EU third-party countries.

In the sustainability reports for the years 2023, all three companies explicitly mention preparatory
measures concerning the formal application of the CSRD for the following year. The extensiveness
of the completed measures varies in scale, as Neste having reported the most proactive approach.
However, the readiness of all companies in adopting and complying with the CSRD is evident in
their sustainability reporting itself, to an almost equally similar level. The industry in which the com-
panies engage and the nature of their operations entail additional efforts in environmentally con-
scious practices. This is proved by their comprehensive reporting of initiatives and policies impact-
ing the environment, already aligned with most of the features and criteria asserted by the CSRD.
The areas of social responsibility and governance do not fall short on relevant CSRD — adhering
information. The companies demonstrate dedication to social causes and through transparency in
their governance structures, exceeding the content requirements under the current Non-Financial
Reporting Directive (NFRD). This positions the companies' sustainability reporting in an advanta-
geous position, providing a robust foundation for further enhancement and expansion after the for-

mal application of the CSRD for the year 2025.
5.2 Reliability of the Research

The gqualitative content analysis consisted of a coding scheme made up of predefined themes in
each Environmental, Social or Governance (ESG) area as per the European Sustainability Report-
ing Standards (ESRS). The sub-themes derived deductively according to the content of each re-
port, however, proved to be similar due to the companies’ nature of operating in the same industry.
Therefore, the same coding scheme was applied to each sustainability report and used as a stand-

ardized framework, enabling a comparative assessment across all companies.

The information that derived from the analysis was defined as relevant according to its alignment to
a certain criteria or feature of the Corporate Sustainability Reporting Directive (CSRD). The same
criteria and features, established by the theory on the legislative changes, were used in evaluating
the information for each company. Therefore, the theoretical framework presented in this work
served as a foundational basis for conducting the analysis and ensuring that the assessment of

each company's compliance was both systematic and consistent with the defined concepts.
5.3 Recommendations for Further Research

Further research ideas identified by the author include a continuous study of the developments in
sustainability reporting within the energy industry in Finland. While the study conducted for the pur-

pose of this thesis assessed the current sustainability reporting and its readiness to comply with
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the CSRD, the next step would be the assessment of sustainability reporting once it is officially pre-
pared under the CSRD - starting with reports from 2024 onward. This would enable a comparison
of the content, quality and extent of sustainability reporting before and after the formal application
of the CSRD.

The themes used in this study follow the currently available sector agnostic ESRS. Industry-spe-
cific ESRS will be published two years after the formal application of the CSRD. As a result of this,
companies within the energy industry will have to follow a different set of standards, tailored specif-
ically to the needs of the industry. This would be an additional change and development process

worth following.
5.4 Reflection on Learning

The author decided to take on a topic which had been previously unfamiliar but interesting to her.
Sustainability reporting is a complex issue consisting of several dimensions crucial for its under-
standing. In addition to comprehending its purpose, content, extent and applicability in different ar-
eas of business, the complexity is furthered by the changing regulatory landscape it finds itself
within. To understand the topic in its entirety, the author had to conduct an extensive study — both
theory-wise and in practice through the comprehensive assessment of the individual sustainability
reports. The process of writing was slightly disrupted by unforeseen events which impacted the
phased schedule planned beforehand. Despite this, the author managed to navigate the circum-
stances and present the work in a timely manner. The author would describe the process as a pro-
found learning experience important for her professional development and career aspirations. It
has set a valuable foundation regarding academic research and thesis work that the author intends

to utilize in her upcoming master’s studies.
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Appendices

Appendix 1. Coding Scheme for Classification of ESG-themes

ESG-Area

Theme (ESRS-Defined)

Sub-Theme

Environmental

GHG Emissions

Energy Efficiency

Climate Change
Renewable Energy
Climate Risk Management
Air Quality
Pollution Hazardous Material

Waste Management

Water & Marine Resources

Water Consumption

Water Stewardship

Effluent Treatment

Biodiversity & Ecosystems

Habitat Protection

Biodiversity Impact

Land Use

Circular Economy

Product Life-Cycle

Resource Recovery

Resource Optimization

Sustainable Packaging

Social

Own Workforce

Employee Health & Safety

Employee Satisfaction

Diversity & Inclusion

Training & Education

Labor Practices

Fair Wages

Workers in Value Chain

Supplier Social Assessment

Labor Practices

Fair Wages

Affected Communities

Community Engagement

Human Rights

Social Investment

Consumers & End-Users

Customer Health & Safety

Customer Satisfaction

Governance

Business Conduct

Ethics and Integrity

Compliance

Anti-corruption Policies

Political Engagement

Market Exit Strategies

Risk Management

Corporate Governance

Supply Chain Management

Strategic Partnerships

Stakeholder Engagement

Transparency and Reporting

Data Privacy and Protection

Cyber Risk Management
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Appendix 2. Analysis of Wartsild’s Sustainability Report for 2022

Wartsila's Sustainability Report for 2022

Excerpt/Statement

ESG-Area

Theme

Sub-Theme

Reasoning for Alignment with CSRD

"In energy, electricity generation is expected to grow by 3X and renewables by 8X by 2050. By
2030, the balancing power market is expected to grow by 10X."

Environmental

Climate Change

Energy Efficiency

Data on the expected growth in electricity and renewable energy production, aligns with
mandate for detailed and forward-looking disclosure.

"Set for 30" decarbonisation targets: Carbon neutral in the company’s own operations by 2030,
a product portfolio ready for zero carbon fuels by 2030.

Environmental

Climate Change

GHG Emissions

Outlines specific,

targets; F d-looking information.

“Wiirtsila is preparing for pilot projects in 2023-2024 with the intention to launch a maritime
carbon capture (CCS) product to the market in 2025."

Environmental

Climate Change

GHG Emissions

Introduces technology for approach in pollution management with defined target years over a
long time horizon.

In 2022, Wartsila joined the UN Global Compact Climate Ambition programme to support
decarbonisation ambition.

Environmental

Climate Change

Climate Risk Management

Reflects strategic alignment with global decarbonization efforts - commitment to a broader
context of combat in climate change.

In 2022, Wartsilé continued pioneering the adoption of sustainable fuels with encouraging

Both retrospetive and forward looking information; Current status as well as clearly defined

confirmed in 2022. Target was to reduce CO2e emissions by 20,000 tons.

testing results. The company anticipates an engine concept operating with pure ammonia fuel Environmental Climate Change Renewable Energy
¢ 8 measurable targets looking over a long time horizon.

in 2023, and an engine and power plant concept for operating with clean hydrogen by 2025.
‘Operations and products are continuously developed and improved with the help of certified ) Structured approach to reducing environmental impacts with management system, ceriified
environmental management systems (...) Our EHS management system emphasises Environmental Climate Change Climate Risk Management N

N N B N N " under ISO 14001 / ISO 45001, demonstrates adherence to global and verifiable standard.
compliance with legal requirements, identifying and reducing environmental impacts'
Wartsild's roadmap to decarbonise its own operations is divided into three phases, with the
emission reduction measures and targets for the first phase (2022-2024) having been Environmental Climate Change GHG Enissions ) 1 i s e ] i (I i

current status and an achieved target.

In November 2022, the company launched an internal energy saving campaign. Example of

energy saving action on a local level: Wirtsili's Central Distribution Centre in Kampen, the Environmental Climate Change Energy Efficiency Detailing internal effort to operationalize energy efficiency targets and monitoring progress.
lowered the indoor by 2°C.
In the beginning of 2017, Wartsila set an energy saving target to reduce energy consumption TG e e HEES
by at least 7%. By the end of the sixth year of the target, permanent energy savings of 10.2 Environmental Climate Change Energy Efficiency P 0y 9 year, p
demonstration of impact materiality.
GWh have been reached.
In 2022, the emission reduction measures and targets for the first phase of Wartsild's " N "

N 4 i Emission reduction targets and actual reductions achieved in CO2 emissions; Quantitative
decarbonisation roadmap were confirmed. Wartsild's CO2 emissions were reduced by 7,391t Environmental Pollution Air Quality \Ssion reducti 9 u uetl eved | ISl Queniictiy
coze. data, alignment with broader climate goals.

"Wartsila Italia S.p.A led 21,343 m3 of water in 2022. Th it ds t h Reporting of water recycling initiatives in high water-stress areas, addresses the impact
na a fiala S.p. N vrecyce ms of water ".n '& amount correspands fo foughly| Environmental Water & Marine Resources Water Stewardship porting of water recycling initiatives in high w ) imp:
17% of Wartsilé Italia’s annual water consumption. materiality aspect.
Wartsila ter for it d i ds: Wastewats d and N . . N
artsia uses seawaler fof Its ngine anc process cooling neeas: Wastewater is sewered an Environmental Water & Marine Resources Water Stewardship |Aligns with the CSRD's requirement of managing ecological impact.
piped to the local wastewater treatment plant or treated on site before being discharged
"In June, Wartsild opened its new technology centre, the Sustainable Technology Hub (...)
The Hub acts as a global ecosystem of ion and Environmental Climate Change Climate Risk Management  [Strategic investment in R&D - reflecting both impact materiality and financial materiality.
activities."

"With Wartsil&'s multifuel technology, ranging from transition fuels to sustainable, 100% green
fuels, our customers have a viable upgrade path for the future. Today, Wartsila has the most

for fuel jies in the industry, with
proven 4-stroke technology for the use of MDO, LNG, LPG and methanol.”

Environmental

Circular Economy

Resource Optimization

Explains current technology, continuing to innovate toward 100% green fuels (long-term
development horizon).

Wartsild is included in several sustainability indices. In 2022, Wartsila was selected as an

covering in total 86% of Wartsila's employees.

index component of the Dow Jones Sustainability Indices (DJSI), both in the DJSI World and Governance Business Conduct Transparency and Reporting IDEIEIEIETE inlices, cantinuous extemal validation of
B sustainability practice.
DJS! Europe indices, for the seventh year in a row.
Wartsild identifi d  b: its sustainabil k ludi limate i i i
artsila identifies and assesses on an annual bass its sustainability risks, including climate S A R a— of into risk provides information on
change risks, in both its strategic and operative risk timeframe: continuous (yearly)
Sustainability is governed by the Board of Directors and the Board of Management; Al the
targets have nominated target owners, who prepare action plans, oversee their Governance Business Conduct Corporate Governance |As required by the CSRD, highlights structure and
and report on the
Wartsilé's policy is to engage in an open dialogue and discussion with both local and — —— Poltical Engagement |Aligns with CSRD's requirement to disclose information regarding approach to political
international public authorities and officials and lobbying.
The sustainabilty data is callected and reported according to Wartsid's specific internal Data in line with established internal guidelines and independent verification by PwC - ‘limited"
reporting guidelines; oopers Oy (PwC) has assessed the Governance Business Conduct Transparency and Reporting s
report against GRI Standards. §
"Major items on the agenda of the Board of Management were the business strategies and Reflects CSRD's emphasis on integrating sustainability considerations into core business
. Governance Business Conduct Corporate Governance

their implementation plans, as well as the sustainability strategy and decarbonisation targets strategy.

ide feedback to th d ted N RD" it of discle f that all l 1« rt unethical

can provide feedback to the an suspecte P A ey CSRD's requiment o disclosure of processes that allow employees to report unthica
Via a whistle-blower channel that secures anonymous reporting behavior.
Strategic risk assessment is an essential part of the strategic planning process and enterprise
risk management in the Group. A risk with potential for a long-term impact on the business of Governance Business Conduct Risk Management Forward-looking approach to risks that considers both current and future challenges.
\Wartsila is considered as a strategic risk.
The risks that Wartsila is unable to influence through its own efforts are transferred, whenever Discloses how the company mitigates potential financial impacts that cannot be directly
. Governance Business Conduct Risk Management
possible, to insurance companies. controlled.
Wartsila has an internal organisation dedicated to the effective management of cyber sect
! " ! ganisa N ! v 9 4 urity " Proactive stance on cyber risk management; CSRD's focus on disclosing risks and describing

risks. The Wrtsila Security Operations Center continuously monitors and provides (e Cyber Risk Management

how these are managed.

responses to identified information security incidents.

"The EU's General Data Protection Regulation (GDPR) sets out the general framework for
Wartsila's data protection. Wartsila applies a risk-based approach to privacy and data Governance Business Conduct Data Privacy and Protection (Demonstrates due diligence and the operationalization of data privacy principles.
protection.”
\Wartsila strongly condemns the war in Ukraine. After Russia's invasion into Ukaine, the Political Engagement & Market [Impact of decision making regarding political presence; Highlights broader implications of
company immediately suspended all deliveries, sales, orders, and bidding activities to and with Governance Business Conduct 5
e Exit Strategies business decision on society and global trade.
Policy for the demand of green sea transport, driven by companies' environmental N o N . B

: 40 thelr customers anel investore push for ity targets. Social Consumers & End-Users Customer Satisfaction  [Criterion of outward materiality by disclosing the demands of customers and investors.
Fleet optimisation and safety solutions manage voyage performance with real-time decision N N N

Improving efficiency and to - external
support, helping customers in achieving optimised routing and port operations with tangible Social Consumers & End-Users Customer satistaction |2t O et
fuel savings. 3
\Wartsila has mandatory supplier requirements for areas of compliance with legislation,

aspects, quality, health and safety social . . .

Due diligence as per CSRD requirements in ensuring that entire supply chain aligns with core
performance, and cyber security. Compliance with these requirements is assessed, both in the Social Workers in Value Chain Supplier Social Assessment comm‘l’?‘ems P qui ! 9 pply chain alig
selection and onboarding of new suppliers, as well as in the company’s continuous supplier :

Wartsila supports and respects internationally recognised human rights. In those countries i i i i
where local legislation does not recognise these rights, employees are offered other channels Social Affected Communities Human Rights Aﬂh:;ence o internationally recognised human rights and labour standards, with addftional
for expressing their opinions [
"Human and labour rights are also included as part of the requirements stated in the Wartsila Incorporating human and labor rights into supplier management practices; Application of due
Supplier Handbook, as well as in our supplier risk assessment and compliance assurance Social Workers in Value Chain Supplier Social Assessment - e‘:‘ce 9 g P B
procedures.” 9 :
"Employees who report a potential Code of Conduct violation in good faith will not suffer
harassment, retaliation, or adverse employment consequences (...) In 2022, a total of 112 Social Own Workforce Labor Practises Provision for reporting misconduct including a whistieblowing channel.
reports of suspected incidents were made."
Wartsila and Aalto University in Finland signed a new three-year strategic partnership contract . }
. . " > . Social Investment & Strategic X
aimed at enhancing long-term on wellbeing, and Social Affected Communities Strategic partnerships for R&D - corporate to social
N Partneship
vitality through research, education and societal interaction.
"We build strategic capabilities and learning portfolios to support our efforts towards shaping i i ) o
in employee with focus on the company’s decarbonisation goals -
the decarbonisation of marine and energy. Our leaders reinforce learning and empower us all Social Own Workforce Training & Education § v
o " double materiality perspective.
to take responsibility for our own growth and
"At the end of 2022, 56 Wartsila companies, representing roughly 91% of Wartsila's total
workforce, were operating with a certified ISO 45001 occupational health and safety Social Own Workforce Employee Health & Safety |Demonstrates commitment to globally recognized health and safety standards.
management system in place.”
Since 2019, we have been delivering ‘Champions in Safety’training. By the end of 2022, Social Own Workforce Training & Education |Continuous education for safety culture, baseline year provided along with completion statistic
7,500 employees had completed this training.
"At Wartsild we value, respect, and embrace diversity in terms of gender, age, personality, and 5 N N
fawevale, res Wersity I 9 g per ty. Social Own Workforce Diversity & Inclusion ICSRD's emphasis on the impact of diversity in terms of corporate culture.
Our workforce comprises some 130
"We abserve our customers' perception of loyalty and satisfaction by applying a Net Promoter . RS Customer Satisfaction |1 @SPect of social and relationship capita - assessing the impact of business practices on
Score methodology, NPS. The results are monitored on a monthly basis. consumers.
Wartsila' ber of traif days in 2022 fc I l 1.45 and fc N -
artsila’s average number of fraining days in or male employees was and for Social Own Workforce Training & Education | Transparency into investment in human capital development with quantitative information.
female employees 1.15
o e < progiaeSesaRiedyjiocal |Adherence to local legislation and formation of safety committees - due diligence and risk
legislation (...) 68% of Wartsild companies have an occupational health and safety committee Social Own Workforce Employee Health & Safety 9 9

management.
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Appendix 3. Analysis of Fortum’s Sustainability Report for 2022

Fortum's Sustainability Report for 2022

Excerpt/Statement

ESG-Area

Theme

Sub-Theme

Reasoning for Alignment with CSRD

"In 2022, Fortum's new hydrometallurgical plant in Harjavalta, Finland, was under construction
The investment is a major step in increasing our hydrometallurgical recycling capacity () The
new plant will start commercial operations in April 2023. The new Harjavalta plant will significantly
increase the recycling capacity of battery materials in Europe."

Environmental

Circular Economy

Resource Recovery

Investment's contribution to expanding Europe's capacity for recycling battery materials -
double concept materiality (financial, impact).

"Fortum is looking into new technologies and next generation circular economy solutions to
complement mechanical recycling, such as chemical recycling and CCU (Carbon Capture and
Utilisation) solutions. The Carbon2x concept, launched by the company in April 2022, is  pilot
project that aims to capture emissions from waste incineration and turn them into CO2-based, high-
quality raw ma&ena\s it w\ll nelp reduce ﬂepenﬂence on fossikbased raw materials, improve
Europe’s

Environmental

Circular Economy

Resource Optimization &
Product Life-Cycle

F d approach;
practises

jth innovative solutions that go beyond traditional

"Fortum is today one of Europe s cleanest power generators. Aimost 90% of the Group's EBITDA
originates from the company's Nordic 45 TWh outright power generation, which is based on CO2-
free hydro and nuclear power."

Environmental

Climate Change

Energy Efficiency

Quantitative data and qualitative insight into operations.

Fortum has brought forward its target to reach carbon neutrality (Scopes 1, 2, 3) by several years
to 2030 and will exit all coal-based generation by the end of 2027.

Environmental

Climate Change

GHG Emissions

long-term target timeline, defined years brought forward - progress.

Development of Fortum Circo® recycled plastic as a sustainable solution to replace virgin plastics
in plastic products continued in 2022 with a life-cycle and carbon footprint assessment. The new
cellulose fibre-reinforced compound Fortum Circo® PP-CF 40 is carbon neutral.

Environmental

Circular Economy

Sustainable Packaging

Double materiality principle - impact materiality in reducing environmental footprint, financial
materiality in innovating in product development.

100% of Fortum'’s electricity and heat production worldwide were ISO 14001 environmentally
certified at the end of 2022,

Environmental

Climate Change

Energy Efficiency

Quantitative insight into adherence to recognized
standard

Target: "50% reduction in dynamic terrestrial impacts in upstream Scope 3 by 2030 vs. 2021.
"No net loss of biodiversity from direct operations 2030 onwards (excluding all aquatic impacts).

&

Impact

d-looking i ion; Specific targets to reducing footprint in indirect activities.

[The Finnish Government granted a new operating licence for Fortum's Loviisa nuclear power
plant until the end of 2050, which is expected to generate up to 170 terawatt-hours of CO2-free
electricity.

Environmental

Climate Change

Energy Efficiency

Strategic investment; Mention of a timeframe (tll 2050) - long-term commitment and target.

"In 2022, a decision was made to place Finland's first floating LNG terminal in Fortum's Inkoo
port." The LNG terminal project will secure the supply of gas to industry and households and will
replace earlier Russian gas supplies. This enhances Finland's energy security from 2023
onwards, astrategic shift towards diversified and reliable energy sources.”

Environmental

Climate Change

Energy Efficiency

Discloses action to adapt to geopolitical changes and ensure energy supply continuiity -
addressing external challenge.

Fortum is committed to carbon neutrality by 2030 in its own operations as well as in the emissions
created in the value chain.

Environmental

Climate Change

GHG Emissions

Aligns with the global goals and initiatives, such as the Paris Agreement

In 2022, Fortum's CO2-free power generation, including renewable energy and nuclear power,
was 42.9 TWh. 97% of its power generation in Europe and 59% of total power generation globally
was CO2-free.

Environmental

Climate Change

Renewable Energy

Quantitative data; Information on current status and an achieved target

“The following climate targets were valid in 2022: reduction of CO2 emissions in European
generation by at least 50% by 2030 (...) Carbon neutral in European generation by 2035 at the
latest (...) Carbon neutral globally, in line with the Paris Agreement, by 2050 at the latest."

Environmental

Climate Change

GHG Emissions

Outlines specific, targets; Forward-looking information.

"With production located mostly in the Nordic countries, Fortum's risks related to water availability
are, based on our assessment, relatively small in the medium term (...) 3% of Fortum's water
withdrawal in production operations is in water-stressed areas in Russia and Poland, based on
water-stress screening using the WRI Aqueduct Water Risk Atlas."

Environmental

Water & Marine Resources

Water Consumption & Risk
Management

Provides geographical overview of water risk in risk management for understanding impact
materiality.

Fortum has set a new target to decrease leakages in the district heating network to a water

Environmental

Water & Marine Resources

Water Consumption

Setting and reporting on a future target; Current baseline data for comparison.

|consumption rate below 1.6 timeslyear of the network's current waer volume

"Fortum's water withdrawal in water-stressed areas was 58 million m3, which was about 3% of our
total water withdrawal. The decrease was mainly due to the divestment of the Argayash CHP plant
in Russia."

Environmental

Water & Marine Resources

Water Stewardship

Due diligence in managing water resources; Discloses negative effects on the value chain.

"According to the footprint (excluding aquatic impacts), on a
global scale Fortum's main biodiversity impacts are related to the impacts from GHG emissions,
land use, and fuel

Biodiversity Impact & Risk
Management

Reporting on self-assessment; Acknowledging the negative effects across the value chain

["We aim to improve biodiversity in connection with our operations, we carry out biodiversity-
related projects, and we collaborate with our stakeholders in projects: In 2022, Fortum carried out
related fish obligations, valued at about EUR 2.1 million."

Impact

Double materiality principle - detailed account of investment in project and impact materiality.

"About 79% (2021 65%) of the ash from our plants operating in Europe is utiised as a raw’

material, for example, in the construction industry and road and as soil
land backfill."

Circular Economy

Resource Recovery

Indicates quantitative progress (increasing from 65% to 79%), yearly comparison.

Fortum and Teollisuuden Voima have established Posiva Oy to handle the technical
implementation of the final disposal of spent nuclear fuel, and final disposal is scheduled to begin
at Olkiluoto in Eurajoki, Finland around the mid-2020s.

Environmental

Pollution

Waste Management

| Addresses both impact materiality by mitigating risks and financial materiality by investing in
long-term solutions.

Fortum's new strategy does not include the Group's Russian operations and the company
continues to actively pursue an exit from Russia, with a divestment as a preferred alternative.

Governance

Business Conduct

Market Exit Strategies

Discloses the adaptation of business model and governance to mitigate geopolitical and
ional risk.

Fortum published an update to its Climate Lobbying Review, originally published in 2021. Fortum's
climate policy advocacy is strongly based on climate science, and support for the Paris Agreement
is the core principle Fortum's climate advocacy.

Governance

Business Conduct

Political Engagement

Compliance with a key international environmental agremeent; Updated information.

Deloitte Oy has provided limited assurance in accordance with ISAE 3410 for the reporting period
of 1 January 2022 to 31 December 2022 on GHG emissions calculations (Scope 1, 2 and 3)
based on the Gas (GHG) Protocol.

Governance

Business Conduct

T and Reporting

of external auditors to verify GHG emissions calculations - ‘limited’ assurance.

[The Norwegian Energy Regulation Authority notified Fortum to stop the sales of a payment
solution which the Authority considered to be in breach of the electricity invoicing regulation.
Fortum was imposed a fine of NOK 6.29 million (EUR 0.62 million). Fortum has complied with the
decision of the Authority.

Governance

Business Conduct

Compliance

Highlights a financial materiality aspect by showing impact due to non-compliance.

“Fortum became a supporter of the Task Force on Climate-related Financial Disclosures (TCFD)
during the first quarter of 2021."

Governance

Business Conduct

Transparency and Reporting

[Alignment to global and reliable framework, supported by CSRD; Retrospective information.

Political uncertainty, climate change, and the growing dependence on partners may cause
disruptions to Fortum Group's operations. For this reason, we have invested in preparing for
disaster and emergency situations, concentrating heavily on ensuring contingency arrangements
and continuity management as well as on substitute locations for critical functions.”

Governance

Business Conduct

Risk Management

Forward-looking perspective on external risks and their impact on operations; Double
materiality principle.

"Fortum communicates openly and engages actively in dialogue with authorities and decision
makers: in 2022, we aciively participated In the debates on resolving the EU energy ciisis, the Fit
for 55 package, the EU finance taxonomy and corporate

Governance

Business Conduct

Stakeholder/Political
Engagement

Discloses role and influence in regulatory and policy discussions impacting the energy sector.

Fortum is a member of the Bettercoal initiative and uses the Bettercoal Code and tools to monitor
and improve in the coal supply chain.

Governance

Business Conduct

Supply Chain

Shows to industry-wide i and efforts.

"Fortum's goal is a high level of environmental and safety management in all business activities.
Calculated in terms of sales, 100% of Fortum's electricity and heat production operations at the
end of 2022 were ISO 14001 environmentally certified and 100% were ISO 45001 safety certified.”

Governance

Business Conduct

Compliance & Ethics and
Integri

Compliance with internationally recognized standards (ISO 14001 and ISO 45001); Disclosure
and performance tracking.

Fortum's Board of Directors approves the Group Risk Policy that defines the objective, main
principles and responsibilties for risk management. Fortum's internal control framework is based
on the main elements of the framework introduced by the Comittee of Sponsoring Organisations
of the Treadway Commission (COSO)

Governance

Business Conduct

Risk Management

Disclosure on risk management processes - adherence to internationally recognized standard
(COSO framework).

).
“We at Fortum want to do our part to promote the achievement of the SDG goals in our own value
chain. We take responsibility for and aim to prevent our adverse impacts related to the goals while
also seeing business d

Governance

Business Conduct

Supply Chain Management

Double materiality - responsibilty for impact on SDGs, recognizing opportunities (financial
materiality).

Fortum uses an external service provlders *SpeakUp' channel for reporting any suspected
relating to the labour practices or human rights violations.

Governance

Business Conduct

Ethics and Integrity

Transparency in method of upholding standards for managing grievances.

Fortum cooperates with many civil society including in|
Sweden that supports children whose parents have mental challenges or B
problems.

Social

Affected Communities

Community Engagement

Impact on social welfare, contributing to social capital; CSRD's Broader social narrative.

Safety targets for 2022: Total Recordable Injury Frequency (TRIF), for own personnel and
contractors, <1.0 by the end of 2025, No severe accidents, A severity rate per TRI =11, and 85%
execution rate for both the Safety leadership training and the new Safety eLearning. / VS New.
safety targets for 2023: Total Recordable Injury Frequency (TRIF), for own personnel and
contractors, <1.0 by the end of 2030, Zero severe o fatal injuries, 95% execution rate for the
Safety leadership training, and 60% execution rate for safety plans

Social

Own Workforce

Employee Health and Safety

Quantiative data on specific safety targets, accomplishment rates, threshold for comparison,
and yearly performance (reporting progress 2022-2023).

Fortum participates in the Equal by 30 campaign, a global effort to reach gender party in the
energy sector by 2030. The iitiative includes 12 governments and more than 130 partcipating
Jor worldwide.

Social

Own Workforce:

Diversity & Inclusion

Shows contribution to broader social goals; Aligning policies with global campaigns.

"Employee perceptions of the DEI culture at Fortum were also addressed in the &Frankly survey.

The results show that 79% of our employees feel valued and included, and 919% think their

managers handle DEI matters appropriately; " However, 5% of the respondents said they have
or in the last 12 months.”

Social

Own Workforce

Employee Satisfaction

Insights into employee perceptions of DEI, Transparency on negative patterns.

"Fortum follows and respects the International Bill of Human Rights, the United Nations
Convention on the Rights of the Child, and the core conventions of the International Labour
Organisation (ILO). Fortum's approach to human rights due diligence is based on the UN Guiding
Principles on Business and Human Rights and follows the six steps outlined in the OECD

for "

Social

Affected Communities

Human Rights

Discloses the due diigence in adhering to global human rights frameworks and practices

Human rights requirements for suppliers are described in Fortum's Supplier Code of Conduct. The
human rights requirements are also addressed as part of the Supplier Code of Conduct training

Social

Workers in Value Chain

Supplier Social Assessment

Due diligence as per CSRD requirements in ensuring that entire supply chain aligns with core
[ commitments.

Fortum measures customer satisfaction as part of the extensive One Fortum Survey. The
customer satisfaction index (CSI) varied by business area between 60 and 83 points (2021:
58-83), on a scale of 0-100. Overall, Fortum's customer satisfaction is at a very good level among
business-to-business customers.

Social

Consumers and End-Users

Customer

Provides data - customer scores across all business units.

"In addition, due to the devastating war in Ukraine, we directed donations towards organisations
helping the Ukrainian people. In the beginning of the war, we made a 200,000 euro donation as
part of a wider Emergency Appeal where IFRC, alongside its partner Red Cross and Red
Crescent societies, provided basic assistance to more than 5 million people.”

Social

Affected Communities

Social Investment

Reports impact materiality on social issues in crisis situations,

"We have partnered with various stakeholders for years in rehabilitating waterways and improving
riverside landscaping. In 2022, as part of the OUMO project, we improved the services and safety
of the Meteli beach area in Paltamo, Finland."

Social

Affected Communities

Community Engagement

Shows collaboration with diverse stakeholders to improve local amenities (both environmental
and social contribution).

“In our solar operations in India, we carry out various CSR projects in the villages located near
plants. These projects include regular and specialized health camps, courses in tailoring and
handicratts to uplift women, and basic computer skill training courses for children and young
adults. "

Social

Affected Communities

Social Investment

Shows the contribution towards creating positive social impact and enhancing human capital.

The Shareholders’ Nomination Board prepares and applies diversity principles to the Board of
Directors in line with the Finnish Corporate Governance Code 2020. The proposal for the board
members for the Annual General Meeting 2023 consists of 4 women and 6 men.

Social

Own Workforce:

Diversity & Inclusion

Demonstrates transparent disclosure on both diversity policies and corporate (board) structure.
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Appendix 4. Analysis of Neste’s Sustainability Report for 2022

Neste's Sustainability Report for 2022

Excerpt/Statement

ESG-Area

Theme

Sub-Theme

Reasoning for Alignment with CSRD

"We are committed to reduce our customers’ greenhouse gas emissions by at least 20 million
tons annually by 2030 wuh our renewable and circular solutions, aligning our goals to
significant impact through innovative product offerings.”

Environmental

Climate Change

GHG Emissions

| Quantitative target for forward-looking goal, set year.

“Our vision is to drive a pasmve impact on biodiversity and achieve a nature positive value
chain by 2040, aiming at creating net positive impacts (NPY) for biodiversity from new own
activities from 2025 onwards and targeting no net loss (NNL) of biodiversity from all ongoing
lown activities by 2035."

Impact

Specific targets and timelines; Both the current state and future commitments.

“In September 2022, we launched a strategic study on transitioning our refinery in Porvoo,
Finland 10 a renewable and circular site, aiming to end crude oil refining in the mid-2030s."

Environmental

Circular Economy

Resource Optimization

Forward-looking disclosure and long-term goal; Double materiality principle (financial and impact).

Starting in 2023, Neste will supply the Air France-KLM Group with more than 1 million tons of
Neste MY Sustainable Aviation Fuel™ over a period of 8 years; Neste's partnership with Fly
Victor allows Victor's customers to replace fossil fuel by purchasing Neste MY Sustainable
Aviation Fuel for every private jet booking globall

Environmental

Climate Change

Renewable Energy

Supports the broader context (impact materiality) of aviation industry's shift to sustainability.

Neste introduced co-processed marine fuel in partnership with Nordic Marine Oil — a new
solution for the maritime sector enabling up to 80% GHG emission reduction

Environmental

Climate Change

GHG Emissions

Effort for sector-wide advancement (quantiative data provided) through innovation.

Neste aims for 100% renewable electricity use globally by 2023. This target was achieved
ahead of schedule in Finland with the new agreement with Vattenfall,

Environmental

Climate Change

Energy Efficiency

Shows ahead-of-time progress toward set environmental target.

Neste's climate vision is to lead transformation towards carbon neutral value chain by 2040.
Our climate cover the entire value chain (scopes 1, 2 & 3).

Environmental

Climate Change

GHG Emissions

| Aligns with CSRD's requirement to disclose actions affecting the entire value chain; Future goals.

Collaboration between Neste, Borealis and MAM to bring new soother made with renewably
sourced feedstock to market.

Environmental

Circular Economy

Resource Optimization

Double materiality principle - environmental impact reduction through product development.

["We are committed to reducing the GHG emissions from our production (scopes 1 & 2) and
reach carbon-neutral production by 2035."

Environmental

Climate Change

GHG Emissions

Provides quantitative goals, forward-looking disclosure.

The use of our Neste MY Renewable Diesel helps reduce greenhouse gas emissions by as
much as 50-95% compared to fossil diesel over the fuel's life cycle.

Environmental

Climate Change

GHG Emissions

Product innovation contributing to the reduction of emissions - impact and financial materiality.

"Neste RE is a drop-in solution that can be used on its own or in a blend to manufacture
products of identical quality to those made out of conventional feedstock based on virgin fossil
resources. When 100% renewable Neste RE is used to replace conventional fos sil feedstock
in the chemical and polymers industry, it shows a GHG emission reduction of at least 85%.

Environmental

Circular Economy

Sustainable Packaging

Shows toward through in product life-cycle.

lover the life cycle.”

ur target is to reduce production (scopes 1 & 2) emissions by 50% by 2030 compared (o
2019, and reach carbon neutral production by 2035. We are well on track to reach our targets
as in 2022, our production (scopes 1 & 2) emissions totalled to 2.5 MCO2, which is 28%
smaller than in 2019, our baseline year.”

Environmental

Climate Change

Climate Risk Management;
GHG Emissions

Forward-looking target; Alignment with international climate goals such as the Paris Agreement;
Reporting impact of measures over a defined timeframe.

“We aim for 100% renewable electricity use globally by 2023. In 2022, 93.8% of electricity
and used globally by Neste was of renewable origin.”

Environmental

Climate Change

Renewable Energy

Reports progress made towards forward-looking target.

In 2022, we conducted materiality analysis for our own operations (scope 1), and water was
highlighted as a key topic. There are risks related to freshwater ecosystems, water scarcity,

ecosystems that we might impact through our freshwater withdrawal and release
of effluents.”

Environmental

Water & Marine Resources

Effluent Treatment & Risk
Management

Forward-ooking of ongoing and future risks

Neste's raw material sourcing for renewable fuels is strictly regulated by the sustainability
criteria of, .g., the EU Renewable Energy Directive, which defines DSPAGT and restricts
the use of materials originating from land with high

Impact

Details regulatory compliance measures that impact the company’s operational sustainability.

“Neste has conducted continuous ambient air quality munlturlng in the vicinity of the Porvoo
refinery since 1970. The air quamy monitoring has demonstrated that sulphur dioxide and
nitrogen oxides emissions to the air have. declined over the past decades.

Environmental

Pollution

Air Quality

and disclosure; Reports effectiveness of a measure over time.

At Nosts headquarters in Espoo‘ Fiareibe e rbeiveathaticaarm

lapproximately 50,000 bees each, creating a positive impact on the
locally."

&

Habitat Protection

Impact and financial materiality - tangible example of small-scale project contribution.

"During the agreement period 20172025, we aim o save 500 GWh compared to the 2014
level. In 2022, our energy saving measures totaled 42.6 (95.8) GWh."

Environmental

Climate Change

Energy Efficiency

Quantitative targets and achievements during a defined long-term timeline.

"The most recent water risk evaluation of our operational sites was done in 2022, based on
the WWF water risk filter tool that enables both a site-specific and global review of the water
risks at the physical, regulatory and reputational levels."

Environmental

Water & Marine Resources

Effluent Treatment

Risk-based disclosure on method of managing water-related challenges.

Neste is advancing chemical recycling, also known as advanced recycling, to speed up the.
transition to a circular economy for plastics. Neste's development of chemical recycling
technologies and capacity with value chain partners supports Neste's strategic target of

Environmental

Gircular Economy

Product Life-Cycle

Double materiality principle - reduction of dependency on virgin raw materials and financil materiality.

|becoring a global leader in circular solutions
“We require 100% of suppliers and other business partners to be committed to Neste Supplier
Code of Conduct and have the best-in-class grievance processes, including human rights,
biodiversity, and cllmale targets as key cmena vur suppliers as we drive diversification and
increased availability o w material

Governance

Business Conduct

Supply Chain Management

Demonstrates governance practices that ensure ethical operations across the entire supply chain

In 2022, we conducted alcla\ ol 113 sustainability audits on our raw malerla.l supphers‘
terminals, an andar

Governance

Business Conduct

Supply Chain Management &
Compliance

Quantitative data reagrding operational oversight.

Neste is an active member of the WBCSD Business Commission to Tackle Inequality (BCTI),
a multi-stakeholder coalition of organizations who put addressing inequality at the heart of the
business agenda for sustainable growth.

Governance

Business Conduct

Stakeholder Engagement

Shows impact and financial materiality by mitigating social risks and enhancing corporate reputation.

Neste joined the Science Based Targets Network's (SBTN) Corporate Engagement Program
to develop and set science-based targets for nature.

Governance

Business Conduct

Strategic Partnerships

Addresses CSRD's emphasis on trusted science-based environmental management practices.

In December 2022, the Rotterdam refinery was shut down due o a fire in a refinery unit
Injuries were avoided and the incident had no effect on the expansion project, however, the
Jfie indicated the need to further improve the process safet

Governance

Business Conduct

Risk Management

Retrospective reporting of adverse events; Future actions to prevent them.

“We only accept renewable raw materials that are traceable to the point of origin. Al the
renewable raw materials we use meet the sustainability criteria defined in the EU RED If for
the European markets.”; "We ensure that the renewable raw materials that we use in refining
enable us to produce renewable fuels that always provide the required greenhouse gas
lemissions savings - at least 50% reduction as per EU RED Il over the fuels' lfe cycle
compared to similar emissions from 100% fossil

Governance

Business Conduct

Compliance

Demonstrates due diligence in sourcing, adhering to regulations set by the EU.

An independent third party, KPMG Oy Ab, has assured the topic-specific GRI disclosures for
economic, social, and environmental indicators as well as General GRI disclosures 2-7 and
2-30. Also information presented on the Sustainability highlights, Material sustainability KPls,
Neste creates value, and Performance in figures pages of the report have been assured

Governance

Business Conduct

T and Reporting

of data by an third party - ‘imited assurance'

"We are actively following various sustainability report ing framework developments,
especially with the global sustainability reporting standardization in the EU, such as the
Corporate Sustainability Reporting Directive (CSRD) and the European Sustainability
Reporting Standards (ESRS), as well as with the coming standards from the International
Sustainability Standards Board (ISSB), in order to keep our reporting methodologies up to
date proacti

Governance

Business Conduct

Transparency and Reporting

Shows the direct engagement with implementation of CSRD and ESRS.

"Neste Corporation (Neste' or the ‘Company’) observes good corporate governance practices
in accordance with the laws and regulations applicable to Finnish listed companies, the
|Company’s own Articles of Association, and the Finnish 2020 Corporate Governance Code.”

Governance

Business Conduct

Corporate Governance

Reports the adherence to a set of governance norms, including national laws and industry codes.

“In planning the composition of a skilled, competent, experienced, and effective Board of
Directors, the Shareholders’ Nomination Board also follows the following diversity principles.
defined by the Company.”

Governance

Business Conduct

Corporate Governance

Demonstrates transparent disclosure on both diversity policies and corporate (board) structure.

Framework and principles for risk management have been defined in the Neste Corporate risk
management policy, which has been approved by the Board of Directors; In Neste's risk
model, risks are classified into external, strategic, and preventable risks that are more

Governance

Business Conduct

Risk Management

Detailed classification of risk types demonstrates structured approach; Shows understanding of
potential impacts.

in natus
In 2022 Neste developed a donation management process throughout the organization, and
allocated donations according to three themes: Innovation and education, Climate ant
environment, and Diversity and inclusion.

Social

Affected Communities.

Social Investment

Discloses management of social impacts and contributions towards societal goals.

“In 2022, Neste completed a living wage gap assessment for its own employees in Finland,
using data provided by the Fair Wage Network. The results of this assessment enabled Neste
o verify that all its employees working in Finland receive compensation above the local living
wage bench

Social

Own Workforce

Fair Wages

Financial materiality through employee satisfaction and retention, impact materiality by positive
contribution to economic stability.

In 2022, the average number of Neste personnel was 5,244 and about 1,400 employees
were hired globally by the end of 2022. About 30% of the recruits were temporary. We set a
lot of focus on onboarding and induction of the new joiners and people in new roles.
According to the new joiner survey, 90% of new employees feel happy working at Neste.”

Social

Own Workforce

Employee Satisfaction

Qual ative and quantitative overview of the workforce; Reports impact of employment practices on
tion's social capital.

[“The planned transition of our Porvoo refinery into a renewable and circular site in the mid-
20305 willprovide new opportunities and learning possibilties to Oil Products personnel and
also for many other Neste employet

Social

Own Workforce

Training & Education

Demonstrates commitment to training employees regarding long-term sustainability and financial
materiality.

“In 2022, our tailored leadership development programs gained a ot of interest: more than
750 employees participated in company-wide development programs and the average
feedback from the programs was 4.3 (on a scale of 1-5)."

Social

Own Workforce

Training & Education

| Quantitative data on participation in development programs and feedback received.

In 2022, key activities included developing a framework and priorities for diversity, equity and
inclusion at Neste with the support of external experts. We also carried out preparations for a
company-wide training initative —to be cascaded in 2023 — to drive continuous leaming and
dialogue on DEI within all our teams and among senior management.”

Social

Own Workforce

Diversity & Inclusion

Forward-looking training initiative, shows commitment to ongoing development.

In 2022, we made donations to Save the Children, WIRES and Food Bank Houston, among
others. In 2022, Neste was one of key partners of John Nurminen Foundation which aims to
save the Baltic sea and its heritage for future

Social

Affected Communities

Social Investment

Transparent data on donation contributions made and the targeted causes.

“We offer our employees a dedicated paid full day for voluntary work as we believe
activities are a way to build closer ties to our society

Social

Affected Communities.

Community Engagement

Contributing to the social well-being of both employees and society - reflective of impact materiality.

In 2022, Neste's occupational safety performance rate (TRIF, or rate of accidents requiring
medical treatment per million hours worked, including contractors) did not reach the target
level (1.5) and was 2.0 (2021: 1.4). Biggest challenges were experienced in contractor safety.

Social

Own Workforce

Health & Safety

Quantitative data and adherence to labor practices; Shows actual performance against targets.

In 2022, We set up an operational-level local complaints and feedback mechanism at our
Singapore refinery, providing a channel for all onsite workers, including contractors’
empmyees to be able to raise local complaints directly to Neste and access effective

-

Social

Own Workforce

Labor Practices.

Disclosure of method of addressing remedy grievances across the entire value chain.

'Nesle Supplier Code of Conduct defines minimum human rights requirements for all of our
suppliers and business partners, who are also required to undergo a robust human rights
|assessment before they can partner with Neste.

Social

Workers in Value Chain

Supplier Social Assessment

Incorporating human and labor rights into supplier management practices; Application of due
diligence.

"At the end of 2022, we started a partnership with SOS Children’s Villages for a three-year
project to support children in high-risk where Neste has supply chains.

Social

Affected Communities.

Community Engagement

Impact materiality to the social welfare of communities impacted by business activities.

"In 2022, we partnered with Work Ahead to launch the use of a worker voice tool in Neste's,
supply chains. The worker voice tool is an audiovisual survey that enables direct and
with workers using mobile devices."

Social

Workers in Value Chain

Labor Practices.

Provision for reporting misconduct including a whistieblowing channel.

"We are a member of the Consumer Goods Forum's (CGF) Human Rights Coalition on
Working to End Forced Labour.

Social

Affected Communities.

Human Rights

Reports alignment with global standards and collaborative efforts to address human rights.

"We participate in collaborative efforts to advance positive social and environmental impacts
in the palm sector. Neste is a member of the Palm Oil Collaboration Group (POCG) and has
participated in its Social Issues Working Group (SIWG) since the initiative was launched in

20."

Social

Affected Communities.

Social Investment

Reports participation in industry-wide initiatives to address social and environmental challenges -
double materiality.

In 2022, more than 750 employees participated in company-wide development programs,
such as the Neste leadership program, the Neste Reverse Mentoring Program and the
Mission Possible program

Social

Own Workforce

Training & Education

Detailing specific programs that foster enhancement of human capital
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Appendix 5. Analysis of Wartsild’s Sustainability Report for 2023

Wartsila's Sustainability Report for 2023

of the marine and energy sectors.”

Excerpt/Statement ESG-Area Theme Sub-Theme Reasoning for Alignment with CSRD
We aim to deliver a technology concept for 100% hydrogen in 2025." Environmental Climate Change Renewable Energy |Long-term horizon disclosure; Reporting on progress towards set specific target.
"Wartsila has increased its R&D investments from s historical ~3% of net sales (o ~4%. In 2023,
the company’s R&D investment accounted to 4.3% and was largely related to the Environmental Climate Change GHG Emissions R e A eC eSS TSI e lteca bR et o S call O HE

provided for comparison.

"Wartsilé is preparing for a commercial release of carbon capture & storage (CCS) in 2025"

Environmental

Climate Change

GHG Emissions

Forward-looking statement, set year as target.

Wartsila has introduced a new ultra-low emissions version of its already efficient Wartsila 31DF

Indicates progress toward achieving climate-related target - impact materiality aspect; Provides

complementary experience. With regards to gender, Wartsilé's objective is to have a balanced

of both genders in the Board.

engine. On a weighted average, it can reduce methane emissions by 41 percent more than the Environmental Climate Change GHG Emissions B L e T L A
standard W31DF engine, which has already the lowest emission levels on the market. &l P
“Our engine power plants can already use 100% synthetic and carbon-neutral methane and
methanol. They are also capable of using hydrogen/natural gas blends containing up to 25% Environmental Climate Change Renewable Energy  |Both current capabilities and future developmental goals in energy efficiency.
hydrogen.”
Origin Energy selected Wartsila as the contractor to deliver the first phase, 460 megawatts (MW)
and 920 megawatt hours (MWH), of what will be one of Australia’s largest energy storage Environmental Circular Economy Resource Recovery | Supports a critical element of the circular economy model enforced by the CSRD.
projects and Warsila's largest single energy storage deal to-date.
I - - . -
jliejoreenuansitoplislexpectsdio provideld ptentalgowbeig2tojtetisand Environmental Climate Change Energy Efficiency Prospective measure, quantifiable data with a set target and time horizon.
conversions of Warlsila's running engine fleet by 2030.
"As our products have a long operational Iife, identfying the ffecycle impacts of our products is
essential for understanding their total environmental impact. We manage the lifecycle of our Impact materiality in detailing efforts to reduce environmental footprint throughout entire
Environmental Circular Economy Product Life-Cycle
products through their design, the careful selection of suppliers, production methods, and by lifecycle.
optimising and repairs during their operational lie."
Wartsila published a whitepaper, which explores the potential of Power-to-X fuels (o enable a
decarbonised future for the global energy sector. Entiled The feasibility of Power-to-X fuels for
power generation’, the study examines the entire value chain of P2X fuels, analyses cost Environmental Climate Change Renewable Energy | paper on scientific study providing qualitative data; Shows efforts in R&D.
predictions, and provides a detailed analysis of P2X fuels in energy systems via Warlsila's
extensive modelling
"In 2022, Wrtsilé and Camival Corporation carried out a joint pilot project to reduce the plastic
materials being used in marine operations. As a reslt of this pilot, in 2023, Wrtsilé Global ; |Addresses both impact materialiy in reducing environmental impact, and financial materiality, by
Environmental Circular Economy Sustainable Packaging : ;
Logistics Services has undergone a process of changing its spare part packaging to achieve a potentially reducing costs.
reduction of approximately 40% in the amount of plastic used.”
"We have developed a purchasing model for green electricity purchases, where we have defined Double materiality in potentially reducing energy costs and positioning company advantageous!
our approach for acquiring Guarantees of Origins (GOs), Renewable Energy Certificates Environmental Climate Change Renewable Energy o Mymn" o ‘uybal an dir = (E;ECS) P g company geously
(RECs), and International Renewable Energy Certificates (-RECs)" : Aligning with gl b
"In 2023, the fuels were mainly from non-renewable sources, but also methanol, ammonia, and
hydrogen were used in engine testing. Out of the total electricity consumption 60% (54,234 Environmental Climate Change Renewable Energy Quantitative data - reports proportion of renewable energy usage.
MWh) was from renewable sources."
In the beginning of 2017, Wrtsila set an energy-saving target to reduce energy consumption by . .
at least 7% from 2015 levels by 2025. At the end of 2023, permanent energy savings of 14.0 Environmental Climate Change Energy Efficiency fpdieeslecaicieonplvbd BTSSR Soniatnd Sclspetingoplhelipactcl
(GWh have been reached, representing 47% of the final 2025 target.”
In 2023, Wartsila ltalia S.p.A. recycled 4,188 m of water by running it through a water treatment Environmental Water & Marine Resources Water Stewardship | REPOMNG of water recycling infiatives in high water-stress areas, adcresses the impact
plant and reusing the cleaned water in production processes. materiality aspect.
|Effluents and waste management in Wartsila has four aims - to reduce the amount of waste
generated in processes, to Use waste as a material, to use waste as energy, to dispose of waste Environmental Pollution Waste Management Hierarchy approach to waste management provides qualitative and procedural context.
in an sound way.
"Wartsila's upstream waste impacts are related to the production and transportation of parts,
components, and producs to our locations and customer sites. The overhaul services and
lifecycle upgrades that Wrtsila provides to its customers extend the useful life of the equipment, Environmental Circular Economy Product Life-Cycle Indicates the sustainable value chain approach, integrating product life-cycle considerations.
thereby reducing the need for complete product disposal and the generation of waste
downstream in Warlsila's value chain.”
Wartsil has signed a strategic partnership agreement for decarbonisation modelling with Governance Business Conduct Strategic Disclosure of influencing long-term sustainability performance.
Raizen, a Brazilian energy company.
Wartsila s included in several sustainability indices. In 2023, Wartsila qualified for the Dow in prominent indices, continuous external validation of
Governance Business Conduct Transparency and Reporting
Jones Index (DISI) Europe for the eighth year in a row practice.
"During 2023, Wrtsila began preparations for the forthcoming mandatory reporting (CSRD). As
a first step, we conducted the required double materiality assessment i order to define the most ]
el Susainabity Ssuea o b incuce n n reporing. WArSI st CSRD report il oo Governance Business Conduct Transparency and Reporting |Specifically mentions the transition and preparation for CSRD.
published in 2025 covering data from the 2024 financial year."
Wartsila has signed the United Nations Global Compact iniiative and supports ts ten principles Governance Business Conduct Ethics and Integrity | Demonstrate governance efforts in aligning with broad global iniatives.
with respect to human rights, labour, the environment, and anti-corruption
Wartsila's policy is to engage in an open dialogue and discussion with both local and Aligns with CSRD's requirement to disclose information regarding approach to political
public authorities and officials. The aim of the dialogue is to share information and Governance Business Conduct Political Engagement 9 a garding app P
engagement and lobbying.
improve the quality of regulation:
Wartsila's Code of Conduct, Anti-Corruption Policy, as well as specific policies implemented for
sales intermediaries, namely Agent, Broker and Distributor Policies, expressly prohibit the Governance I Ant-coruptions Policies | PO and compulsory disclosing and their
company and its employees from offering or accepting any kind of benefit considered to be a effectiveness.
bribe, and from taking actions that could give rise to a conflict of interest or breach of loyalty.
1 e, L G D (el s e o s B IS QD (. A etz Governance Business Conduct Ethics and Integrity Quantitative and qualitative data on incident management and response mechanisms.
incidents are investigated and appropriate corrective actions are taken, as necessary."
In 2023, Wirtsilé carried out a project to implement recommendations by the Task Force on
Climate-Related Financial Disclosures (TCFD). In this project, we identified three transitional TS ) R
risks, four transitional opportunities, and two physical risks as the main impacts arising in Governance Business Conduct Transparency and Reporting sh“ows e e 9 gic app!
connection with climate change. These key risks and opportunities have been further evaluated 9 g
in two detailed science-based climate and emissions scenarios.”
Wartsila's occupational health and safety principles are defined in the company's Code of
(Conduct, its Quality, Environmental, Health and Safety (QEHS) Policy, and in the directive on Internal and external standards; Mention of structured policies for management systems
) Governance Business Conduct Compliance
environment, health, and safety (EHS). Wartsila’s subsidiaries are required to have a throughout the company.
systemin place that conforms to both the QEHS Policy and the EHS direcive.
" oopers Oy (PwC) has assessed the report against GRI Governance Business Conduct ™ and Reporting ication by PwC - limited assurance.
Standards.
“The ongoing war in Ukraine and the conflict in the Middle East have resulted in various risks to
both the demand and supply of various globally, toan Governance Business Conduct Risk Management | Assessment of the external factors affecting the company’s financial materiality.
increased uncertainty over the macroeconomic outiook.”
"Wartsila actively monitors poliical, regulative and legal developments in its markets and Governance Business Conduct Political Engagement |Due diligence efforts and proactive engagement in monitoring regulatory developments
engages in a dialogue with various official bodies on projects of importance to its operations.
“Several risk management techniques are applied in R&D, including the risk elimination tool )
A (Eailiral itas o e feeis Aelysis) i i Faos valdafion tasling = Governance Business Conduct Risk Management Reporting on risk assessment and mitigation processes.
D e D D G A D E N DR Governance Business Conduct Cyber Risk Management |Due diligence; Negative impacts identified within the value chain.
O D Al ) o Ty R L i e e ittty Social Affected Communities Social Investment Investment in human capital; Disclosure of impact on intangibles such as intellectual capital.
 simulation training lab, providing the most sophisticated technology available.
Wartsia is strengthening support to Indonesian customers and the country's net zero targes. Social Consumers & End-Users Customer Satisfaction | Emphasis on the broader impact of a company’s operations within societal health and safety.
“Suppliers and business partners are an important and integral part of the total value chain for
Wartsila's products and services. The supply base is exiensive with around 26,500 active Social Workers in Value Chain | Supplier Social Assessment |Quantitave and geographical indicators for supplier relationship management.
supplier accounts, with most key suppliers being located in Europe.”
“The last Wartsilé global engagement survey, MyVoice, was conducted in 2022 with an . )
e e e e L Social ©Own Workforce Employee Satisfaction  |Qualitative data that reflects on the workforce's morale; Set target year for continuity.
By the end of 2023, altogether 100% of the company’s employees had completed development Social ©Own Workforce Training & Education | Specifies completion rate, progress towards set target.
“During 2023, we achieved 100% equal pay for males and females.” Social ©Own Workforce Fair Wages Meeting a previosly set target; Due diligence in the matter of equal pay.
In 1l
:ngofa?r'm‘”_’:"s"a participated in the UN Global Compact Business & Human Rights Accelerator Social Affected Communities Human Rights Showcases continuous verification in line with interational standards.
"In 2023, we gave special attention to the Customer Success index and the further : S ) P
implementation of The Wartsila Way. An internal awareness campaign titled ‘Customer Stories’ Social Consumers & End-Users Customer Satisfaction. |t e Dl = I R IS R L
B materiality concept.
increased our understanding of how we drive customer success and collaboration:
"The safely performance of each business and company is monitored on a monthly basis, and
the resuits are reviewed by Warlsila's Board of Management. The total recordable injury Social ©Own Workforce Employee Health & Safety |Increase in TRIF reflects transparent reporting of negative trends - balanced disclosure.
frequency (TRIF) for 2023 was 2.62, which was 2% higher than in the previous year.”
“The lost time injury frequency (LTIF) for 2023 was 1.59, which was 1% higher than in the
orevious year. The total recordable injury frequeney (TRIF) for 2023 was 2,62 Social ©Own Workforce Employee Health & Safety |Quantitative data with baseline and comparison.
Wartsila Korea Ltd. was charged a penalty fee for not fulfiling its legal obligation to hire a Social Workers in Value Chain Labor Practices Indicates financial implications of negative social responsibility.
minimum number of disabled persons.
The Shareholders' Nomination Board also considers the candidates’ age, as having different
[ (S AR R B EHE R EE L S Gty Qe Social Own Workforce Diversity & Inclusion | Demonstrates transparent disclosure on both diversity policies and corporate (board) structure.
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Appendix 6. Analysis of Fortum’s Sustainability Report for 2023

Fortum's Sustainability Report for 2023

Excerpt/Statement

ESG-Area

Theme

Sub-Theme

Reasoning for Alignment with CSRD

Target: "No net loss of biodiversity (excluding any aquatic impacts) from existing and new
operations (Scopes 1, 2) from 2030 onwards.”

&

Impact

F Specific targets to reducing negative impact in direct activities.

Fortum commits to set emission reduction targets based on climate science (SBTi 1.5 °C)

Environmental

Climate Change

GHG Emissions

|Aligned with goal of Paris Agreements; Efforts quantitatively driven, reflective of impact materiality.

Mid-point targets for specific emissions: "Below 20 g CO2/kWH for total energy production and
below 10 g CO2/kWh for power generation by 2028,

Environmental

Climate Change

Energy Efficiency

Quantitative midterm targets; Contribution to broader climate action context

Fortum will reduce its negative dynamic terrestrial impacts in upstream Scope 3 by 50% by
2030 (base year 2021).

&

Land Use

Specific targets to reducing negative impact in indirect activities; Set year, baseline provided

[Form Al lso continua loca! Intativesy especially I ydropawer production: and s
committed to participate in the assess the
company’s aquatic impacts.”

Environmental

Water & Marine Resources

Water Stewardship & Risk
lanagement

|Adheres to CSRD’s emphasis on utilizing scientific frameworks to evaluate effects.

ortum's direct CO2 emissions decreased by 27% due to, e.g., the decreased use of the Meri
Pori condensing power plant and success of the Espoo Clean Heat programme.”

Environmental

Climate Change

GHG Emissions

Specific reduction percentage and reference to successful programme for the progress.

Fortum will invest over EUR 60 million during 2023-2030 to modernise Untra, one of
|Sweden's oldest hydropower plants.

Environmental

Climate Change

Renewable Energy

Financial and impact materiality - addressing a financial investment and the positive environmental
impact.

Fortum's final disposal facility for Loviisa nuclear power plant’s low- and intermediate-level
radioactive waste until the end of 2090.

Environmental

Pollution

Hazardous Material

outlook in waste outlines target.

“Fortum is exploring commercial, technological, societal and regulatory conditions both for
'small modular reactors (SMRs) and conventional large reactors in Finland and Sweden

Environmental

Climate Change

Renewable Energy

Consideration of long-term investment contributing to climate change mitigation - double materiality.

In June 2023, Fortum announced a decision to invest approximately EUR 225 million during

2023-2027 in projects within the Espoo Clean Heat to drive
build sustainable waste heat solutions in the Helsinki metropolitan area

Climate Change

GHG Emissions

Quantitative data on financial allocations; Indication of impact materiality in the transition o low-
carbon energy - double materiality.

Fortum uses various fuels, such as uranium, coal, waste-derived fuels, biomass fuels, and
natural gas, adjusting its fuel mix to improve energy production's environmental footprint.

Environmental

Circular Economy

Resource Optimization

Disclosure regarding approach to circular economy and resource efficiency - impact materiality.

Fortum has a specific process in place for the assessment of the key climate-related risks.
The process utilizes the expertise of selected Group functions, includin

Strategy, Risk Management, Market Intelligence, Public Affairs, and Investor Relations.

Climate Change

Climate Risk Management

|Aligns with detailed disclosure of structured approaches and cross-functional expertise.

"The use of coal will be discontinued in 2024 and fossil fuels are being replaced with smart
and flexible solutions that are largely based on renewable electricity: waste heat utilisation,
heat pumps, heat accumulators and electric boilers. Demand side response (DSR), or the
smart control of district heating, optimizes heat production and the heating of buildings at
differing intervals to allocate heat where it is most needed at a given time

Environmental

Climate Change

Renewable Energy & Energy
Efficiency

Highlights both strategic and operational shifts with set target to reduce environmental impact -
double materiality.

In 2023, Fortum started the construction of heat pump plants in Espoo and Kirkkonummi. Heat
pumps will recycle waste heat from the nearby data centre — which is o be built later on — into
district heat, and plants can also produce district heat independently with air-to-water heat
pumps and electric boilers.

Environmental

Circular Economy

Resource Recovery.

Forward-looking disclosure regarding project; Investment in innovative technologies for new
solutions.

"Almost 90% of Fortum's greenhouse gas emissions are related to indirect Scope 3 emissions.
Collaboration with partners and suppliers is vital to identify emission reduction possibilities
and solutions to succeed in joint efforts in reducti

Environmental

Climate Change

GHG Emissions

Balanced disclosure - reporting of presence of negative effects along the entire value chain.

With production located mostly in the Nordic countries, Fortum's risks related to water
availability are, based on Fortum's assessment, relatively small in the medium term. Fortum's
water risks are related to dam safety, climate change impacts on hydrology, availability of
water, leakages of chemicals and water-related regulation.

Environmental

Water & Marine Resources

Water Stewardship & Risk

Analysis of potential and actual impacts; Demonstrates anticipation and management of risks.

In 2023, Fortum's own water consumption was about 1.1 (2022: 0.7) million m3. In water-

Environmental

Water & Marine Resources

Water Consumption

Quantitative data providng overview of water risk to understand negative impact.

stressed areas, the water s 0.07 (2022: 0.12) million m3.
"93% of Fortum's total water withdrawal takes place at the Loviisa nuclear power plant in
Finland. It uses seawater for cooling. No water is consumed in the cooling process; water
Wwithdrawn from the sea is discharged back into the sea, albeit at a warmer temperature within
permit limits.”

Environmental

Water & Marine Resources

Water Stewardship

Quantitative data for process at key facility; Disclosure of compliance within regulatory limits.

2023, the utilisation of artificial intelligence helped fo decrease the use of water, and the
consumption rate was 2.0. Some process development is still needed to achieve the 1.6
target.”

Environmental

Water & Marine Resources

Water Consumption

Reflects CSRD mandate to disclose utilization of innovative measures (Al) to improve impacts.

[T Gt e o s o oD s et 1 ) I
will cause changes in the natural environment: Introducing new wind and solar pe

possibilities following the steps of ecological mitigation hierarchy at the river level.

production e dreet and indirect impacts on biodiversiy, and ihe production of the fuel (both & Impact impacts - in providing realistic view of challenges.
bio- and fossil-based) used in Fortum's power and heat production affects biodiversity through

land use. These local-scale impacts are most evident and

Fortum is committed to applying a science-based approach when setting its biodiversity

targets. Fortum will start assessing the aquatic impact qualitatively and the mitigation & Habitat Protection |Adheres to CSRD's emphasis on utilizing scientific frameworks to evaluate effects.

Fortum is continuously developing activities that increase the proportion of waste materials.
kept in circulation, including producing plastic recyclate from post-consumer plastic waste,
recycling metals, and treating contaminated soil for reuse.

Environmental

Circular Economy

Resource Optimization

Double materiality principle - impact materiality in promoting circular economy, financial materiality
in potential revenue streams and reduction of costs.

“Fortum uses a of and cycle
battery materials (...) It's possible to recycle over 80% of the battery and 95% of 'the vaniable
metals contained in the battery's black mass can be put back into circulation.”

Environmental

Circular Economy

Resource Recovery

Detailes specific technologies and recycling rates; Quantitative and qualitative disclosure.

Fortum has three high-temperature incineration plants producing electricity and district
heating. In 2023, about 325,000 tonnes of hazardous waste and additionally about 311,000
tonnes of non-hazardous waste was incinerated at these facilities.

Environmental

Pollution

Waste Management

|Addresses dual challenge of waste management and sustainable energy production - impact
materiality.

‘During 2023, Fortum started for the Corporate. eporting Directive
(CSRD), set by the EU. Starting from 2024 annual reporting, Fortum's sustainability reporting
will be prepared following the CSRD.

Governance

Business Conduct

Transparency and Reporting

Specifically mentions the transition and preparation for CSRD.

Fortum had a total of 59 cases of suspected or confirmed misconduct that were reviewed and
closed during 2023. Violation was not confirmed in 13 of the cases. As a result of the.
investigations, 10 employment contracts were terminated and 11 written warnings were given.

Governance

Business Conduct

Ethics and Integrity

Quantitative data on incident and response results of

Fortum has adopted the reporting recommendations of the Task Force on Climate-related
Financial Disclosures (TCFD) starting from the financial year 2019.

Governance

Business Conduct

Transparency and Reporting

|Alignment to global and reliable framework, supported by CSRD; Retrospective information.

[The management of climate-related risks is integrated into Fortum's respective risk
management frameworks and follows the same governance and processes as other material
risks and

Governance

Business Conduct

Risk Management

CSRD's aspect on disclosing management of sustainability risks alongside other business risks.

2023, biodiversity stayed in focus on the policy and regulatory agenda and in the public
discussion. Fortum has actively followed the development of concrete actions in implementing
the EU Biodiversity Strategy for 2030 as well as the post-2020 global biodiversity framework

Governance

Business Conduct

Political

Shows o

and adaptation to regulatory changes and industry initiatives.

As in the Supplier Code of Conduct, Fortum expects its suppliers to support a precautionary
lapproach to environmental challenges and to undertake these initiatives: Identify the.
environmental impacts of their operations and implement mitigation actions when required;
Strive to continuously reduce the use of energy and water, minimise waste and emissions 1o
the air, water and land in their operations, and mitigate impacts on biodiversity.

Governance

Business Conduct

Supply Chain Management

|Shows due diligence effort across entire value chain; Double materiality - impact on environment
and risks from supply chain vulnerabilities.

“in April 2023, the Russian authorities unlawiully seized the company's assets in Russia,
which resulted in the de facto loss of control of the company's Russian operations. Due to
this, assets were impaired in full, and as operations.
This also significantly reduced Fortum's carbon intensity profile, which was appreciated by the
capital markets. The carbon intensity is now among the lowest in Europe, at 16 g/kWh in
electricity generation (end of year 2023).

Governance

Business Conduct

Political Engagement

Retrospective and forward-looking disclosure regarding unexpected changes (external event) and
implications.

ortum’s climate policy advocacy is strongly based on climate science, and support for the
Paris Agreement is the core principle underpinning it. In 2023, Fortum continued to lobby for
1oL 2 i R i el s = s it o et
efficient transition towards a climate-neutral Europe 50."

Governance

Business Conduct

Stakeholder Engagement

Discloses role and influence in policy discussions impacting the energy sector.

"The Supplier Code of Conduct, which is based on o principles of the UN Global
| Compact, outlines the requirements for Fortum's suppliers and business partners.Suppliers
who fail to observe the Supplier Code of Conduct are expected to take immediate corrective
action, and Fortum reserves the right to terminate relationships with suppliers who cannot
demonstrate adherence to the Code of Conduct.”

Governance

Business Conduct

Supply Chain Management

Reports policy enforcement and compliance for suppliers; Details implementation of corrective.
meas:

Fortum follows and respects the International Bill of Human Rights, the United Nations
|Convention on the Rights of the Child, and the core conventions of the International Labour
Organisation (ILO). Additionally, Fortum recognises in its operations the UN Guiding
Principles on Business and Human Rights, the OECD Guidelines for Multinational
Enterprises, the International Chamber of Commerce's anti-bribery and anti-corruption

and the Bettercoal initiative’s Code on coal mining.

Governance

Business Conduct

Ethics and Integrity

Demonstrate governance efforts in aligning with broad global initiatives and norms.

Forturs intemal conirol framework is based on the main slements of the framework

introduced by the Commitiee of of the Treadway
(COS0)

Business Conduct

Corporate Governance, Risk
Management

Disclosure on risk management processes - adherence to internationally recognized standard
(COSO framework).

"Fortum's total purchasing volume in 2023 was EUR 4.6 billion (...) About 97% of the.
purchasing volume of goods and services was purchased from suppliers operating in Europe
() About 11% of Fortum's goods and services purchases were from risk countries, mainly
from Poland

Governance

Business Conduct

Supply Chain Management

processes and the distribution of suppliers; Highlights

o in
portion from risk countries.

"Deloitte Oy has provided limited assurance in accordance with ISAE 3410 for the reporting
period of 1 January 2023 to 31 December 2023 on GHG emissions calculations (Scope 1, 2
and 3) based on the Greenhouse Gas (GHG) Protocol.”

Governance

Business Conduct

Transparency and Reporting

Engagement of external auditors to verify GHG emissions calculations - limited" assurance.

In 2023, Fortum concentrated heavily on ensuring resiiency arrangements and continuity
management as well as on substitute locations for critical functions. The company also held
an annual emergency preparedness exercise related to a nuclear power accident at the
Loviisa power plant.

Governance

Business Conduct

Risk Management

Shows continuity (annual practise) in emergency preparedness as part of risk management

e e e 2 B A o e
the 11th year in a row to clean up rubbish from rivers relevant to Fortum's hydropowe
production and nearby nature with participation from 3,000 youngsters from local ‘Swedish

Social

Affected Communities.

Community Engagement

|Addressing impact materiality through habitat protection; Shows collaboration with diverse
(both and social

Fortum's target is to comply with the principles of the Finnish Government's action plan for
gender equality 20202023 and the W n Board Directive on equal gender
representation on the boards of listed companies, with the aim of the board consisting of at
least 40% of women and men each. At the end of 2023, Fortum's Board of Directors.
|comprised 10 members, four (40%) of them were women.

Social

Own Workforce

Diversity & Inclusion

Demonsirates transparent disclosure and statistics regarding diversity policies and corporate
(board) structure.

"Fortum measures employees’ perceptions on diversity and inclusion as part of Fortum's,
Employee Voice survey conducted twice a year. Fortum's overall Diversity and Inclusion score
was 7.8, positioning Fortum close to the relevant energy and utility benchmark score, with a
slight increase from May 2023 to November 2023."

Social

©Own Workforce

Employee Satisfaction &
Diversity & Inclusion

Monitors progress; Provides data for social atthe

workplace.

A certified ISO 45001 occupational health and safety management system covers 100% of
Fortum Group's power and heat production worldwide. Internal audits and external audits by
independent auditors are regularly conducted at Fortum’s power plants to improve operations.

Social

©Own Workforce

Health & Safety

Details commitment and statistic regarding globally recognized health and safety standards.

"Fortum's safely targets for 2023 and 2024 include Total Recordable Injury Frequency (TRIF),
<1.0 by the end of 2030, and a 95% execution rate for the Management Safety and Security
hip Programme.”

Social

Own Workforce

Health & Safety.

Quantiative data on specific safety targets, accomplishment rates, forward-looking goal.

"Fortum's Safety Culture Programme was launched in 2022 (...) In 2023, the programme was.
extended and the number of participants quadrupled to 409 managers who completed the 2-
day-programme.”

Social

Own Workforce

Training & Education

Ongoing (current) efforts; Reports progress from previous year (retrospective information);
Quantitative data.

“in 2023, Fortum participated in the Energy for a Just Transition collaboration facilitated by
BSR in partnership with The B Team to identify and address the impacts of green energy

Social

Affected Communities.

Social Investment

Demonstrates integration of considerations of broader social impacts into sustainability actions.

|iransition on people and

“Fortum measures customer satisfaction as part of the One Fortum Survey. In 2023, the
customer satisfaction index (CS) varied by business area between 52 and 83 points (2022
50-63), on & scale of 0-100. Overall, Fortums Gustomer satisfaction 1 &t a very Good lovel
lamong business-to business customers.”

Social

Consumers & End-Users

Customer Satisfaction

Provides quantitative data - customer satisfaction scores across all business units.

in line with the Code of Conduct, Fortum has zero tolerance for corruption and fraud and does,
not award donations to political parties or political activities, religious organisations,
authorities, municipalities or local administrations (...) Fortum also requires its goods and
service suppliers as well as its business partners to comply with a zero-tolerance policy
towards corruption and bribery.

Social

Workers in Value Chain

Labor Practises

Discloses extensive policies on due diligence as per CSRD requirements in ensuring that entire.
supply chain aligns with core commitments.
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Appendix 7. Analysis of Neste’s Sustainability Report for 2023

Neste's Sustainability Report for 2023

Excerpt/Statement

ESG-Area

Theme

Sub-Theme

Reasoning for Alignment with CSRD

Neste's crude ol refinery in Finland is to be gradually transformed into a leading renewable
and circular solutions refining hub. The decision was made after the completion of a strategic
study launched in September 2022. The planned transformation will proceed in phases and
require multiple separate investment decisions before targeted completion in the mid-2030s.

Environmental

Circular Economy

Resource Optimization

Forward-looking target; Double materiality principle - addresses improved environmental impact and
financial materiality (specified investment timeframe).

Neste commenced the construction of upgrading facilities for liquefied plastic waste at its
Porvoo refinery in Finland. With an investment of EUR 111 million, Neste will build the capac.
ity to upgrade 150,000 tons of liquefied waste plastic per year. The investment is part of a
broader project (PULSE), which has received an EU Innovation Fund grant of EUR 135 mil
lion if fully implemented, and s targeting a total capacity of 400,000 tons per year.

Environmental

Pollution

Waste Management

Impact materiality on broader sustainability context (PULSE project); Quantitative data (capacity
goals, investment)

ieste celebrated the EUR 1.6 billion Singapore Expansion project's successful completion,
doubling its production capacity in Singapore, including the capability of producing up to one
million tons of sustainable aviation fuel (SAF), solidifying Neste's position as a global SAF
leader

Environmental

Climate Change

Renewable Energy

Reports update on completed investment; Addresses company’s competitiveness (SAF leader) and
financial materiality.

"Neste was selected for the initial target validation group for science-based targets (SBTS) for
nature by the Science Based Targets Network (SBTN), which aims to set the global standard
for ambitious and measurable corporate action on nature. Globally, only 17 companies were
invited to the target validation group to pilot a global framework for setting such targets,

Impact

Reflects global recognition and accountability in broader biodiversity impact.

In its efforts to scale up chemical recycling, Neste successfully concluded another series of
industrial-scale processing runs with increasing volumes of liquefied waste plastic at its
refinery in Porvoo, Finland. The processing runs in the second half of 2023 doubled the total
|amount of liquefied waste plastic processed by Neste to more than 6,000 tons.

Environmental

Circular Economy

Resource Recovery

Quantitative data regarding operational measures that contribute to mitigating environmental impacts.

"Neste's inventors won the European Inventor Award 2023 in the Industry category for their
work on converting waste and residues into high-quality renewable solutions. The European
Patent Office granted the award, recognizing Neste's inventors' contribution to innovative
technologies.”

Environmental

Circular Economy

Resource Optimization

e e e
financial materiality dvantage,

Together with our partners, we are aiming for a carbon neutral and nature positive value
chain by 2040."

&

Impact

Specific target and timeline - future commitments.

[T oM e Tl S i s 1 9 o 2080 i i
to 2019 level, and reach carbon neutral production by

Environmental

Climate Change

GHG Emissions

Provides quantitative goals, forward-looking disclosure; Baseline year provided for comparison.

Target: "Reduce the use phase emission intensity of o5 Dmﬂucls by 50% by 2040 compared
0 2020 level

Environmental

Climate Change

GHG Emissions

| Target over a long-term horizon; Baseline year provided for comparison.

Target: "Aim at crealing net positive impacts (NPI) for biodiversity from new own activities from
2025 onwards; Target o net loss (NNL) of biodiversity from all ongoing own activities by

&

Impact

Specific targets and timelines; Both the current state and future commitments.

2035
Neste supplies Neste MY Sustainable Aviation Fuel™ 1o the Swedish Trollnattan-Vanesborg
Airport enabling it to become the world's first airport to use sustainable aviation fuel on all

Environmental

Climate Change

Renewable Energy

Example showing the broader context (impact materiality) of aviation industry's shift to sustainability.

flights. together with Vastilyg Ariines.
te’s climate vision is to lead transformation towards carbon neutral value chain by 2040.
Our climate cover the entire value chain (scopes 1. ).

Environmental

Climate Change

GHG Emissions

| Aligns with CSRD's requirement to disclose actions affecting the entire value chain; Future goals.

~As an active member of the Consumer Goods Forum (CGF) Forest Positive Coalition, Neste

deadiines.

=
drives wider collaboration on preventing deforestation across industries.” & = cor) EGpreE=l
I response to environmental concerns, we initiated a project (o transition away from Per- and

Alkyl (PFAS) foams at our sites before the mandatory Environmental Pollution Hazardous Material Forward-looking initiative; Addresses regulatory compliance ahead of deadlines - proactive stance.

Neste Marine™ 0.1 Co-processed helps the marine sector start reducing its dependence on
fossil fuels, as the fuel produced by Neste also consists of renewable content. In the
of the fuel, crude oil is partly replaced by renewable raw materials.

Environmental

Climate Change

Renewable Energy

Provides qualitative description of impact materiality of product innovation

in 2023, the share of grid-connected renewable electricity was 89.3% (93.8%). Our aim was
o reach 100% renewable electricity by 2023. With so-called additional measures we were
able to cover 99.6% of Neste's total purchased electricity.”

Environmental

Climate Change

Renewable Energy

Details progress towards set target; Provides quantitative data - percentage of energy used.

"Neste’s refinery in Porvoo, Finland is among the most efficient and versatile refineries in
Europe. It processes both crude oil and renewable raw materials into more than 100 end
products for customers globally. Neste's ambition is to make the Porvoo refinery the most

Environmental

Circular Economy

Resource Optimization

Forward-looking disclosure and long-term goal; Double materiality principle (financial and impact).

“With the planned transformation of the Porvoo refinery, combined with other initiatives across.
all refineries and the entire value chain, we firmly believe that we are aligned with the
scientific 1.5°C pathway

Environmental

Climate Change

Climate Risk Management

Shows alignment with broader global goals like the Paris Agreement commitments.

"In 2023, the use phase emission intensity of fuel products was 58 gCO2 e/MJ (...) By 2030,
e estimate to be able to reduce the use phase GHG emission intensity of sold products by
over 30%.

Environmental

Climate Change

GHG Emissions

Reports quantitative data on emission intensity and projected impact - current status and future goals.

R e o e L

Environmental

Climate Change

GHG Emissions

Details quantifiable environmental impact data and the innovative solutions enabling it

11,000 tCO2 reduction from shipping operations during
“in 2023, we started to work on Improving our underslandmg and the measurement accuracy
of the scope 3 emissions arising from indirect procurement (..) This has been done in

with suppliers by requesting product carbon footprint

Environmental

Climate Change

GHG Emissions

Reports steps in ensuring that emissions data is reflective of actual impacts - extends to entire value
chain.

"Our evaluation of the biodiversity status on our sites indicates that we have some vulnerable
species and habitats to protect (...) Within the Naantali refinery area, we have some areas

hat e have protectod i the past. Th area i forest, volumtariy protected undor nationsl &) Habitat Protection Details efforts to assess and manage biodiversity in direct vicinity - at sites impacted by operations.
legislation. The protected area is three hectares of the total 300 hectares in Naantali
[ ML LD et G el o S Lt e e

and inclusive in the. Para, a region & Land Use strategy to mitigate impacts through - impact materiality.

|in Northern Brazil that has been aifected by

este uses a wide variety of sustainably produced renewable raw materials each year to

roduce renewable fuels (...) In 2023, their share was 92% of Neste's total renewable raw.
material inputs globall

Environmental

Circular Economy

Resource Recovery

Discloses quantitative data on velumes of current resource circularity.

[Target: "Require 100% of suppliers and other business partners to be committed to Neste

Care Center in Latvia, which provides diagnostic and preventive medical services for children.

e e e o e Governance Business Conduct Einics and inegrty | Demonsirates govemance practices that ensire ethical operations across the entire supply chain
"Neste's Gompliance Funclion reoulary isues newsisHers addiessing various Complance
(Dplcs ( )(mouqhuul the year, the newsletters covered subjects such as speaking up, anti- ‘Governance Business Conduct Anti-Corruption Policies Shows continuous improvement and due diligence in ethics and integrity practices.
vacr. contlct of niereat law, and aits ont hospita
Hi S b e e T o e st s revsl
conducied a GRLbased matenally assessmant once every twe years and engaged our key Governance Business Conduct | T and Reporiing |0 in algning objectives with stakenolder expectatins.
ne process
Nesie and the other leacling €My Gorpanies In Finand [ined f61ces to 8876Iop an
Incstial hydragen valley. This Joint fors creaiss Indusbial nvesirmant opportunilies and D Business Conduct Sratogic Parinerships | |DRubla maletalty Pl eact nd fmancia ion with Exropean Susiarabiiy tarust
ports Finland's and Europe’s carbon neutrality goals.
["We corplioted Sedex sei-assessment fo our rafinery I Porvoa, Alowing Us t toroughly
scoss ap In our managarment systers and human rlghis dus dllance. The same Govermance Business Conduct Risk Managament  |Reports dua diigence and continuos Improvement in the practices across the entira valls chain
e s T
i Finland, Neste Joined a aresn ranston campalan by Climate Leadershp Coallien (GLC) (o
Pighiight the Imporiance and oBpoRURILES of e Green transilon for Finnish businesses an Governance Business Conduct Swategic Partnerships [Discloses in arving and eftors.
societ.
Neste SAbIENG & ey Sporeorap o Hr Uruerty' Canto o Cosat
stem and Climate Change Research (CoastClim) to further understand how the Governance Business Conduct Strategic Partnerships  |Showecases effort in direct positive impact through research sponsoring - double materiality.
|conaiton of the seas and clmate change are nkea
“Neste published plans to simplify its organizational structure and operational model (...) It is - -
estimated that the planned organizational changes may lead to a reduction of approximately Governance Business Conduct Corporate Governance " on G (R (Do (R B WD)
] impacts of aperations
-Climate change poses both business fisks and opporunes (o Neste. Neste is therefore
committed to applying the Task Force for Climate-related Financial Disclosures (TCFD) Governance Business Conduct Transparency and Reporting T ) 7 1 o T 0 ST Gt . O =t ) ) T e = =
. ramework - supported by CSRD.
reporing framework v Understand and svaliste the potansal lnplications of meta change.
T T T e T e e e e e e S e e R
Investment decisions to SUppOTt meating our clmate fargets. We. also itroduced & nev Covemance ssiness Gonduet sk Management | |Reports guidance of corporate behavior aigned vith cimate targets; Consider environmental costs n
internal policy o further sirenothen the reduiremants and understanding of the GHG impacts business decisions - 1onerm sustainabiiy.
i 5
o e e e ey G S e S e s Governance Business Conduct | Supply Chain Management |Reports enhancing management of human rights in new sourcing regions (entirety o value chain)
essmEssnoess T Fromverk
Maiecrof o Gy Counies o Geographclareas 1 which v pera and have o Governance Business Conduct Risk Management |Discloses specific methodologies for country risk assessments across the supply chains.
material supply chains with hig s
“The Board of Directors s alse ahverse I tefms of culral BRGKgroUnd: 178 TaiTbers Gome
(fom threo difrent couniries and speak four diferent native languages, Women compriss overmancs corporate Governance |RePorts critria and statistics on divershy; Transparent disclosure on policies regarding corporate
250 of all members of the Board of Directors. Regarding age, the members of the Board of & 1 (board) structure.
Divectors are dvided evenly betwesn 50 and o7 years bf s
During the year, performance s evaluated n weekly Management Reporing, the monthly
BLinees o i O il Comman FUncions K. Finanils <o faated Govermanca Business Conduct Corporate Governance  |Detailed regular raporting and o evaluation
[Flereien vaieie e et T Siet i b e s
oo e e e o L N 0 el ; -
e e e e T (S 8y (B aR D R e e Business Conduct Risk Mansgement | S e e e e S s s S S
Iniograting wit Suategy and Per formance; and S0 S1000 Standarch,
ests was recognized as a Leader In Giobal ChId Foruts global CHIGTer's Fights and
business benchmark, The State of Children's Rights and Business 2023, reflecting s Socia Affected Communites Human Rights impiies crecibilty and long-term beneftt o Neste's social perceptions
ocication o Intsgraiing chldrer's Hghts Into business praciicas™
Target, “Commi 13 paying ll of our ermpioyees at eas a Iving wags: ke SEHon 1o PIoMotS
Iving wages In Neste's sUpply chains: and reqire siralegic conlraciors and supplirs (o pay Social Workers n Value Chain Fair wages Forwarcto0king, target date set,relates to both direct employees and those witin supply chain.
el sredoyoas a Iina wage by 2030,
Targer "Careit io and promois ihe Empleyer Pays PYncoie, Wil Impismeniafion TR Highisk
areas by 2030 to ensurs that no worker pays fo a 1ob and the coss of recrument are paid Socia Workers n Value Chain Labor Practices aspect challenges and a
for by the emplover, not he worker,
Target “Work topether wih o stakeRoiders o Inerease chider's acoess 1o educalion By
i it o S e e G R 5 ot s B e S Socia Affocted Communiies Gommunity Engagment  |Focus on Gompany commirmnt and policy that has & broadenmpact on  socetal lssus:
st dimes o koaping chidren n schiol
["We support our employees' individual development goals. The average e spentinTearming
rograms for Nesis Gmpioyees i 5053 was 37.3 hours, ARG cur company-wide development Socia Own Worktorce Tralning & Education | Dlsclosss matcs (quantiative dats) - ransparent and actionable approach
e e
"Nesta's cooupational healihoars aims to oreate a healiny and safe working envionment and
2 el nctioning werk sarrmanity (<) I3 Financ Nests lsd I usetgaias the heali an Qualtatve data on efiot to eniance werk conlions and safety mesres - both current and
’ '
safety factors related to work and working conditions, including office visits, also taking into S=os O] pesih sy planned activities.
Scount exposure agents pressnt at e workplace
[ parteleineing D= el erjesiers wers axsioned endaioysavalie Siscussions
on aversiy. scuiy an Inclusion (o be carried out with hei teams in 2023, By tne nd of the . —
[l ey el (ol e e i 3 B Syiee i Socia Own Worktorce Diversity & inclusion dataon in proprams and feedback received
it the tearm value dissussion usefl or very Usef
1 2023, we condctet approinatey 2100 comactor el safey, secuity. ervronment
anc cusiy performance Svalsatlons furing Contact secuion, and aver ao contactor Saiey Social Own Worktorce Heatth & Safety  [Discioses number of evaluations and auelts conducted - dus dligence in managing safety:
T et A I B A B
i 3623, e process safety performance fate (PSER. or he rate of process salety ter L and
tier 2 events per million hours worked) was 1.2 (2022: 1.4), which was in the 2023 target level Social Own Workforce Health & Safety | Quantitative data and adherence to safety processes; Shows actual performance against targets.
1.4)."
ccto s cormited 1o ersuring L00% sToun oW opsriions Sre coverd by FoBustHuTe
Fighis das cligence systems by 2025 i s with the Consumer Goods Forams Maturity Social Aftected Communites Human Rights Reports integration of human Aights oversight mechanisms across entirty of operations.
5urmey Erameworkc
“Through our pariicipation I The Gonsumer Goods Foruis Peopls Posiive Palf Project, ws
O e M - o e B o o et Social Workersin Velue Ghain || Supplier Social Assessmert. |Adresses thaloaier eotalipeci o1 operaizons Hroustrout e enre valtelchas
1 2023, Nesto comploted 1 st tarnal g visge oap asscssments couerng il countes oo S oo v Financial materialty through employee satstaction and retenton, Impact materally by positve
in Neste's global operations, using data provided by the Fair Wage Network." B |contribution to economic stability.
"We engage positively with all the communities close o our operations: In 2023, we offered
our emioyees wo pald full days dedicated (o voluniary work. a5 we believe valunteering Social Aftected Communites Community Engagment [Contrbuting to the social wel-being of both employees and society - eflecive of impact materialy.
s are a way to buld closer ties with our society’
D i T VS T e Chidron's Mobile Healn
oyejtontyysa O N D G fyGD G ilenb (s b (e Social Affected Communities Social Investment Discloses charitable act demonstrating impact materiality.




