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APPENDIX A - Additional examples of good practice in sustainability reporting

Business model

ARM Holdings Plc, the world’s leading semiconductor intellectual property supplier, in its Annual
Report 2011* shows how description of a business model can be both comprehensive and concise.
There is a clear and informative representation of the business model, value creation strategy and
core business as well as the timing between investment, the creation of competitive advantage (e.g.
the acquisition of a patent), and the collection and utilisation of revenue (e.g. royalty and new

investment).
Our business model The companies who choose ARM Each ARM processor and physical IP
technology pay an up-front licence design is suitable for owide range of
ARM designs technclogy to go info fee to gain access fo o design. They end cpplications and so can be reused
energy-efficient chips. A processor |r1c:QrpquTe the ARM technology info in dnffererﬁ chip families Qddresswng ‘
design can take 2-3 vears to develop their chip - a process that often fakes 3-4 mulfiple rmarkets. Each new chip family
In most years, ARM introduces 2-3 new veaars. When the chip starts fo ship, ARM generdtes anew stream of royalfies,
processors that have beean designed receives d royalty on every chip that uses An ARM design may be used in many
with a range of capabilities making the design. Typicaly our royalty isbased different chips and may ship for over
thern suitaicle for different end-markets, onfhe price of the chip. 20 years.

O
e
O

Cost licence Royalty Royalty revenus
incumad revenue revene confinues

Source: ARM Holdings, Annual Report 2011, p. 14

Furthermore, the Business model section provides information regarding the location of revenues
and consumption, indicating the locations in which the benefit of the value creation have been
realised.

The Business model has been cross-linked with the following Strategy and performance section
(pages 16-24). By ensuring that KPlIs cross over the two sections, it gives the reader a holistic view of
how the entity manages its economic activities.

' ARM Holdings Annual Report and Accounts 2011
http://phx.corporate-ir.net/External.File?item=UGFyZW50SUQ9MTI4Nzk3fENoaWxkSUQILTF8VHIWZT0z&t=1
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Schiphol, the main international airport of the Netherlands, in its Annual Report for 20122, (prepared
according to GRI G3) devotes several pages to the description of its business model, the relationships
with stakeholders, governance, and the key financial and non-financial indicators. All this issues are
described in an informative way. These aspects are treated concisely and yet still contain detailed
information.

Describing its risk management approach, Schiphol’s Annual Report outlines that its core business is
subject to considerable risk. The Report makes it clear how the risk elements could impact on its
business model, even to the point of projecting a hypothetical daily loss in case of flight stoppage
(2.9 million euro).

Business model

The core activities of Schiphol Group are split into aviation Aviation
and non-aviation, which both contribute to the revenue.
The total revenue of Schiphol Group encompasses airport
charges, retail sales, concession income from shops and
catering outlets, rents, media, property development, car
parking charges and income from international activities.

Dual till regulation

For Amsterdam Airport Schiphol, the charges for aviation
activities are regulated, whereby the maximum return for
these activities is determined periodically in accordance with
legal provisions. The non-aviation activities are not
regulated. These are all the activities in the area of shops,
restaurants, property rentals, media, real estate

AirportCity

development and car parking. They also include the Real Estate Consumer
international activities. The financial result of the non- Products &
aviation activities offers opportunities for realising economic Services

profit. This is called the dual till system.

Regulated income Amsterdam Airport Schiphol
Airlines pay airport charges for each take-off and landing
and a passenger service charge and security service charge Regional airports
for each departing passenger. Schiphol sets its charges each
year, after extensive consultation with the airlines and International
under supervision of the Dutch Competition Authority
(NMa).
Source: Schiphol Annual Report 2012, p. 11

In respect of governance disclosures concerning the Board of Directors, their biographies,
remuneration, attendance of Board meetings, and the criteria for their selection are all
comprehensively described.

Policies pursued and outcome of policies (incl. performance and KPIs)

Aurora Organic Dairy, operating organic dairy, heifer, and calf farms, published its 2015 Corporate
Citizenship Report® according to GRI G4, in which environment and social, and employee perspective
goals and policies have been effective summarised in a two pages graphical representation.

2 Schiphol Annual Report 2012
http://www.schiphol.nl/web/file?uuid=160d0224-0438-44e1-9c8a-11cel8fa9cac&owner=d839c545-ec2f-4f1e-84f6-
a87e730dcfd1

® Aurora Organic Dairy Corporate Citizenship Report 2015 http://www.auroraorganic.com/pdfs/1 AOD CCR.pdf
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Aurora Organic Diary won the award as Best First Time Report in 2012 from Corporateregister.com.

The Report provides concise information regarding the sustainability of the production process,
detailing waste management, CO, emission, and water use:
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Source: AURORA Organic Dairy, Corporate Citizenship Report 2015, p. 6-7

An interesting point addressed in the Report concerns worker safety and well-being. As with other
key issues, there are updates on the goals presented in previous reports as well as the setting of
future targets.
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SK Telecom, a wireless telecommunications operator, in its Annual Report 2014* (prepared according
to GRI/G4 and SASB) devotes two pages to a graphical representation of its strategy and how its
resource allocation will be oriented in the future. It also provides some information regarding the
‘vision’ of the company and its objectives up to 2020.
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4 SK Telecom Annual Report 2014
http://www.sktelecom.com/img/eng/annual/20150701/CUsersSKTelecomDesktop2014SKTARENGv120623.pdf
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UBS AG, a Swiss global financial services company, in its Annual Report 2014° (prepared according to
GRI G4), devotes several pages to CSR policies, featured in the chapter Corporate Responsibility.

The CSR policies section provides comprehensive information, mostly using the written form in
preference to graphs and tabular information. The website, however, provides key information in an
easily understandable format, using graphs and tables, which complement the information contained
in the Report in a manner that is comprehensible and fast to assimilate®.

> UBS Annual Report 2014 https://www.ubs.com/global/en/about ubs/investor relations/annualreporting/2014.html|

6 o .
This is an example:

https://www.ubs.com/global/en/about ubs/corporate responsibility/how-we-do-business/protecting-people-and-

planet/environmental-and-social-risks.html
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The Environmental and Social Risk Policy Framework sets standards in product development,
investments, financing and supply chain management decisions, which include the details of
controversial activities and other areas of concern that UBS AG will not engage in (or will only engage
in under stringent criteria). It also outlines the Controversial Activities (where UBS will not do
business) and the Areas of Concern, in which a graphic framework focused on the company
processes and governance is developed, highlighting environmental and social risk assessments (and
related KPIs) and environmental and social risk (ESR) escalation process.

Environmental and social risk (ESR) escalation process

Step 4
Escalation to regional/group level
for review and decision

Global issues/risks are escalated
directly to the Global ESR Committee
Regional issues/risks are escalated

to Regional senior management

Regional (c][1.E]|

ESR
Committee

senior
management

Step 3
Escalation to divisional senior
management for review and decision

Potential ESR deemed significant
are escalated to senior management

Business division senior - e
of Business Divisions

management

Step 2 Criteria determining escalation

Referral to control function for by ESR unit include:

enhanced assessment and advisory — Association of client/transaction/
supplier with controversial activities

— High level of ESR associated with
client/transaction/supplier as identi-
fied by the industry sector guidelines

— High level of ESR due to poor envi-
ronmental and social performance
of client/supplier

Environmental and social risk units

Step 1
Risk identification and initial analysis

Business or control functions

Identify and assess ESR as part of
the client, supplier or transaction
due diligence process. Determine

potential material ESR.

Source: UBS Environmental and Social Risk Policy Framework, p. 6

Outcome of policies

Dellas, a manufacturer of diamond cutting disks and blades, diamond wires, polishing and calibration
tools, and tools for computer-controlled machines, in its Annual Report 2014’ has based the section
concerning the company’s CSR performance on the SR guidelines of the GRI (in its most recent
version G4). For the section dealing with the different types of company capital, use has been made
of the international IR Framework, published by the IIRC in December 2013.

The Report has a detailed materiality analysis, a clear matrix connecting value creation, different
types of capitals and related policies and a clear description of the approach in connecting CSR
relevant matters, graphical icons and related GRI G4 KPIs adopted.

Many of these aspects are linked in a single contents table that highlights their fundamental
connection in the business process and the outcome production.

" Dellas Annual Report 2014 http://www.dellasdiamondtools.com/media/download/annualreport 2014 eng.pdf
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Risks related to CSR matters

The RSA Insurance Group, a multinational general insurance company, in its Annual Report 20148
gives considerable detail about the value chain, providing detailed analysis for regional operations.
Information is outlined for outcomes of particular policies for Scandinavia, Canada, UK, Ireland and
Latin America (with some summary financial data per nation).

Particular attention is paid to risk strategy in the Annual Report but also strategy and the value chain

is well described, supported by using clear design.

RISK STRATEGY AND SUMMARY RISK APPETITE

RSA GROUP STRATEGY AND ACTION PLAN

1. Tighten strategic focus of the Group

2. Reset the quality and quantity of capital strength
3. Improve business performance and capability to sustain it

Serve Customers Well
Dperate with Capital Strength

Focus on driving shareholder value

Y

¢

P

REY RISK 5TRATEGIES

Capital Risk:
— Strong discipline
in capital planning

Insurance Risk:

— Varied risk mix of insurance
business; with volume and
mix effectively managed

— Limited expasure to defined
segments of special high
risk business (e.g. Terrarism,
Nuclear, Inwards Re}

— Strong insurance risk
management disciplines

— Efficient reinsurance
strategy

— Well reserved

Market Risk:

— Cauticus asset allocation
and investment
management policies
with limited exposure ta
higher volatility asset types
(e.g. equities} or to balance
sheet forex volatility

— Asset Liability duration
matching with some limited
flexibility for tactical asset
management

Credit Risk:
— Cautious credit risk policies;

with credit rating exposures
laddered from AAA to
A-and only limited
exposure below

Liquidity Risk:
— Substantial proportion
of assets are highly liquid

Operational Risk:

— Strong and efficient
operational contral
environment

Pension Risk

— Cautious asset allocation
and investment
management palicies within
pension schemes

Reputaticnal Risk:

— Proactive management
of reputational risk with
key focus on Serving
customers well

~\

RISK APPETITE SUMMARY

Capital Surplus:

— Econamic, Regulatary
and S&P Caverage Ratios
above determined levels
and buffers

Insurance Risk
— Risk mix strategy clearly

defined at detailed portfolio

level with rigorous risk
selection

— Rigarous under writing
and claims cantrol with
appropriate pricing
sophistication

— Spedial High Risk business

to be specifically licensed by

Group Underwriting Director

and Group CO0 and within
set limits

— Per event catastraphe

reinsurance limits to be set at

no less than 1in 200 year

return pericd (e.g. £1.6bn far

UK/Europe}, suppaorted by
strong exposure control

— Retentions in 2015: £50m per

Property risk, £15m for
Marine, £50m/C%50m per

Catastrophe ex UK, £75m for

UK Catastrophe, subject to

group aggregate caver with

a £180m excess.

Financial Risks

— Exposures remain within
specified limits for allocation
by asset class, single
counterparties, balance
sheet FX exposure,
asset-liability matching
and credit profile

Operational:

— Nao significant financial or
reputational impacts from
any operational loss event
fincluding 1T}

— Strong and efficient
financial contrel

— Effective business
recovery processes

— Ensuring delivery of change
programme benefits

— High perfarming peaple,
disciplined culture

Reputation:

— No significant damage to
RSAs Reputation, including
with Customers, Business
Partners, Regulators,
Investars orin the Media

Source: RSA Insurance Group, Annual Report 2014, p. 45

However, whilst it is informative, the Annual Report could have benefited from a more extensive use
of diagrams to improve the usability of the information presented.

8 RSA Insurance Group Annual Reports and Accounts 2014

http://www.rsagroup.com/rsagroup/templates/a/rsa/pdfs/rsa_anrep14 full report.pdf
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TODAY

TUI Travel plc, a multinational travel and tourism company, in its Annual Report & Accounts 2014°
(prepared according to IAS/IFRS) provides an explanation of the sources of risk for the undertaking,
using a matrix and clear tables. The business model’s description is enhanced by relating it to the
issues represented in the above matrix, which also demonstrates the importance that the company
assigns to sustainability and, overall, to environmental matters.

What are the risks? Principal risks

continued
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° TUI Travel plc Annual Report and Accounts 2014
http://www.tuitravelplc.com/sites/default/files/pdfreports/TUl Travel PLC ARA 2014 spreads.pdf
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PREFERENCES
& DESIRES

Unique
& Diverse
Product

MEW MARKETS,
ACQUISITIONS S
INVESTMENTS

Multi-Channel
Distribution

New
Concepts

Y TYTTRT YRR 2

Controlled
Distribution

People
Change

BUSINESS
MMPROVEMENT
OPPORTUNITIES

Organisational Economies
Restructure of Scale
MANAGE CHANGE

Source: TUI Travel plc, Annual Report & Accounts 2014, p. 44
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http://www.tuitravelplc.com/sites/default/files/pdfreports/TUI_Travel_PLC_ARA_2014_spreads.pdf
http://www.tuitravelplc.com/sites/default/files/pdfreports/TUI_Travel_PLC_ARA_2014_spreads.pdf

Ferrovial, a Spanish multinational company involved in the design, construction, financing, operation
and maintenance of transport, urban and services infrastructure, in its Integrated Annual Report
2014 (prepared according to GRI G4) includes an eight pages section detailing the risks and the
opportunities related to the undertaking. This part of the Integrated Report is informative and
illustrates the undertaking’s analysis of the main economic and sustainability drivers, fostered
through the use of images and tabular summaries.

Risk event matrix

{Residual assessment)

Profitable growth® Imternationalization®

Mon-complianca with leg Elation

Breach of &
third-party contracts
Chamnges to regulations andfor
‘r legklation '0 Tightening of financkal markat

’ Decreased demand
Economic stagnation and

\ 4
tax consolidation ’ ’

Compsatitive tension Political factors

Dkasters
Courterparty Irsolvency *
4 Cyber attack @
Inflation Fraud/Comuption ’ . Sanioe
“ quality
.9 Exchangerates ’
Liquidity @ Workplase conflicts L 4
Interest ratas Enwiranmental damage
Financial disdpline* Operational excellence*

Source: Ferrovial Integrated Annual Report 2014

' Ferrovial Integrated Annual Report 2014 http://memoria2014.ferrovial.com/en/
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