WHITEPAPER — AUTOMATED ESRS E1

The fastest, cheapest, easiest, safest and most
transparent route to ESRS compliance data

Get your ESRS compliance data, as simple as accessing your bookkeeping data.
Just like you do to your accountant, when making your annual accounting

- all results, interpretations, data and references are provided to you securely. Enterprise (750+)

Next Generation Automated CSRD/ESRS Scope 1, 2 & 3 + value chain.
Deployed and fully scalable. With massive business value for companies
directly or indirectly subject to ESRS, including for baseline use right now.

This is not a lengthy or expensive IT integration project — just an upload. [ . :

All data are handled and encrypted using Microsoft Azure ™ services.

. . . . . ann
No Al is used, allowing for full transparence regarding all system decisions. \ggg IL@ S
Enterprise (750+)

SME

APl integration available for those who prefer using own Bl for report.
Standard report incl. full value chain available for everyone else.
Integration underway with major ERP/bookkeeping systems and auditors.

Version 2.0, edition 230919-1 ENG - UPDATED AFTER SIGNIFICANT CHANGES TO ESRS on 31 JULY 2023
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UPDATED AFTER SIGNIFICANT CHANGES TO ESRS on 31 JULY 2023

In 2025 Q1 the first many companies in EU will be required by law to
report detailed ESG data for all their activities incl. value chain.

The Corporate Sustainability Reporting Directive (CSRD) / European
Sustainability Reporting Standard (ESRS) reporting has been under way
since 2010, was approved by EU in 2022 and we saw the final set in
July 2023, with tightening and updates expected each coming year.

The ESRS rules have legal weight equal to economic period accounting.
It consists of 292 pages and more than 1000 data points divided on 12
sections with some mandatory now for most companies and others
phased in continuously through to 2030, with some voluntary. The
mandatory data includes Scope 3 and other value chain related data.

This will impose significant challenges on EU companies and EU-
importers/exporters in terms of compliance and communication,
combined with significant administrative cost, which will be a burden
on most companies with more than 750+ employees and their supply
chains, as well as increasing pressure on their SME suppliers.

Most companies are challenged and short of the resources and/or
competencies to cope with the detailed reporting, and at risk of

making mistakes - thus endangering their access to the capital markets
and customers who use the new rules just like economic reports.

This white paper showcases Genetix’s Automated ESRS on, a data
collection and compliance solution that enables companies of any size
and complexity to comply with CSRD / ESRS in the full value chain.

Through our observations in EU’s ESRS-creator EFRAG for more than a
decade and practical work for customers since early 2022, it is now
proven that Genetix can help companies automate their ESRS data, and
save significant human resources and money, while at the same time
strengthening the company's competitiveness and reducing risks.

Unlike other ESG-value-chain solutions, we do not need you to be part
of a ‘club’ of companies sharing data. Instead, we use to securely read
and interpret your accounting documents and all the meta data
attached to them through Microsoft Azure™ services, using our own
proprietary technology (GDI engine) to understand and weigh activities
according to the built-in ESRS ruleset approved by EFRAG/EU.

All your data are ‘your eyes only’ encrypted, with no third parties and
not even our employees having access to your important information.

NOTE: This paper focuses on ESRS E1, the only mandatory data-section.



CLIENT BUSINESS CASE: MANUAL VS AUTOMATED ESRS
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some mandatory now for most companies and others phased in continuously through
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Domino effect increases ESG pressure everywhere

Despite being initially for listed companies and 750+
employee companies, the ESRS reporting includes the
value chain, which is any company that delivers to or
buys from a 750+ company, incl. importers — that is
basically everybody!

Once you begin to study the 292 pages of ESRS rules

and realize how much may be mandatory immediately,
panic often sets in, as has been seen in the press much
of 2022 and 2023 — this is a very different kind of ESG!

Many existing ESG and consulting companies have
seen this as a golden opportunity, but such solutions
often carry huge costs or really does not solve the one
big problem: How do you get lots of good data fast?
ESRS is law from 2025Q1 ... the question is no longer
“Should we do something with the data we have?”

but

“How do we get the necessary data fast enough?”
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What Is ESRS Compliance?

Guaranteed ESRS Compliance

Our commitment is to ensure full compliance from the outset. Frequently, we find that achieving
this goal hinges on the quality of data, which is a critical enabling factor and of utmost significance.

ESRS compliance means adhering to the principles and guidelines established by the ESRS compliance frameworks and regulatory bodies. ESRS
compliance criteria aim to ensure companies operate responsibly and sustainably in policy and practice.

To further ensure a company's compliance with ESRS from a "financial methodology perspective, it is essential that no more than 20% of revenue or
costs for one or more accounting periods remain unidentified due to the absence of attachments and traceability from transactions through to

related notes or attachments.
This aligns with EFRAG's rule of thumb, which defines

this as the minimum requirement for achieving
ESRS compliance.

@+ CO2 "‘l,

Compliance (% of economic activity categorized) rule-of-thumb: Accountant (>95% = green), ESRS (80-95% = yellow), non-compliance (<80% = red)
100

o 856 88.7

60

40

Compliance graph generated by Automated ESRS, showing the ESRS compliance (no reds in period) and strict
accountant compliance (no yellows in period, only 2023) and an often seen improvement over the years.



Non-financial reporting (ESRS) VS financial reporting

ESRS is the sustainability reporting standard that underpin the Corporate Sustainability Reporting Directive (CSRD). The primary goal of the CSRD,
effective as of January 2023, is to elevate sustainability reporting to the same level as financial reporting. To achieve this objective, companies must
provide relevant, comparable, and reliable information on their sustainability-related impacts, risks, and opportunities. Within the ESRS compliance
framework, there are comprehensive and standardized disclosure criteria that companies must adhere to when reporting on environmental, social,
and governance aspects, and these aspects must be declared in relation to the economic accounting, also where data is missing or unreliable.

Emissions (tCO2eq)

What are the requirements for financial reporting? 5,000
4,000
Financial statements need to reflect certain basic features: 4000
fair presentation, going concern, accrual basis, materiality oo I.
and aggregation, and no offsetting. Financial statements

must be prepared at least annually, must include 1o

Comparatlve Informatlon from the preV|OUS perIOd' and ’ 2020.5.1-2021.4.30 2021.5.1-2022.4.30 2022.5.1-2023.4.30 2023.5.1-2023.7.31
must be consistent or at least with notes regarding any Scopel W Scope2 location-based Ml Scope2 marketbased M Scope3 I Unknown location-based Unknown market-based
inconsistencies.

The adoption of the CSRD, along with the supporting ESRS, is intended to increase the breadth of nonfinancial information reported by companies
and to ensure that the information reported is consistent, relevant, comparable, reliable, easy to access and standardized - just like financial
accounting and reporting. As a result, it's fundamental to recognize that these two concepts (double-materiality), namely non-financial reporting
(ESRS) and financial reporting, will be interconnected. ESRS compliance must encompass an additional dimension, going beyond merely reflecting
adherence to regulatory ESRS compliance, it should also encompass a "financial methodology perspective”. Sustainability information should align
with the criteria of the financial perspective.



What is EFRAG: The European Financial Reporting Advisory Group 6.
(EFRAG), formed in June 2001, is a private body created to provide the
European Commission with expertise and advice related to accounting
matters. EFRAG has outlined the new ESRS standards outline
requirements for detailed corporate reporting on environmental,

social, and governance (ESG) issues.

Primary data (EFRAG definition) are directly obtained from actors of
the value chain, such as supplier-specific data meter readings,
purchase records, utility bills, direct monitoring, mass balance.

7.
Secondary data (EFRAG definition) are obtained by various sources,
such as sector-average data, sample analyses, market and peer groups
data, other proxies or spend-based data.

8.

Value chain (EFRAG definition): “The full range of activities, resources
and relationships related to the undertaking’s business model and the
external environment in which it operates in”.

Supply chain (EFRAG definition): “The full range of activities or
processes carried out by entities upstream from the undertaking,
which provide products or services that are used in the development
and production of the undertaking’s own products or services”

Al based solutions: In order to articulate an Al solution, we'd like to
cite - Dr. Fei-Fei Li (Director of Stanford University's Institute for
Human-Centered Artificial Intelligence): “Al algorithms are, by and
large, black boxes — they're hard to interpret. They're not explainable.
The robustness and the safety constraints are not well understood, and
that erodes trust. That’s the shaky foundation that we need to solidify.
So, a lot of theorists and theoretical computer scientists, statisticians,
and machine learning researchers are now working on that very
problem.”

What is context: Context is the surroundings, circumstances,
environment, background, or settings which determine, specify, or
clarify the meaning of an event.

Decision Intelligence: Decision Intelligence integrates data science,
social science, decision theory, management science and Decision
Science. It combines scientific methods, algorithms, and systems for
insights from diverse data, explores human societies and relationships,
analyzes how choices are made, employs research principles,
mathematical models, and statistics to enhance decision-making, and
utilizes various quantitative techniques. In automated ESRS, we
integrate all these disciplines.



Context-based solution: It's vital for us to set our solution (automated
ESRS) apart from Al-driven ESG/ESRS solutions. Our unique approach is
designed on the principles of Decision Intelligence, centered on
context within and around data.

Our GDI (Genetix Decision Intelligence) technology harnesses the
power of human-like cognitive thinking, infusing situational context
into data. This addresses the limitations commonly found in current
algorithmic techniques, which often face the challenge of their models
becoming static leading to incorrect or insufficient results, and current
Al which has a problem with ‘hallucination’ — basically inventing ‘facts’
based on incorrect understanding of the context (1).

In contrast, Automated ESRS empowers our model with context-based
data and examples, ensuring more reliable and consistent outcomes -
combined with full transparency and audit trail.

Our Decision Intelligence technology provides a distinct advantage - as
it continually performs self-testing loops and raises questions about
unusual data inputs or unexpected data behavior/results. This
insistence on understanding context makes the automated ESRS
solution highly efficient and human-like in its reasoning abilities. This
does not mean it never makes mistakes, but that it is aware of them
and honest about its doubts. Our language model is continually guided
along a streamlined problem-solving path, allowing it to systematically
explore multiple outcomes in an organized manner.

A paramount challenge is building trust among all involved parties
concerning how data is managed and the outcomes it generates. In the
absence of context described above, data loses its significance and can
obstruct rather than facilitate progress. Consequently, any Al algorithm
that relies on context-less data runs the risk of becoming inflexible and
ill-suited for complex ESRS calculations.

The trust we have gained relies on a deep understanding of context,
data management and its consequences. Our approach to decision
intelligence has allowed us to foster this essential trust, notably absent
in Al systems.

Through our commitment to decision intelligence, we've addressed
this problem, providing not only valuable insights and outcomes but
also transparency and context. Enabling our solution to provide
activity-based calculations guaranteeing more accurate, faster,
resource-efficient and reliable results in a challenging ESRS compliance
environment.

8 years after we started using this technique, now even Microsoft
acknowledges this as the best approach (2).

1) Are Al models doomed to always hallucinate? | TechCrunch

2) Microsoft Infuses Al With Human-Like Reasoning Via an “Algorithm of Thoughts” - Decrypt



https://techcrunch.com/2023/09/04/are-language-models-doomed-to-always-hallucinate/?guccounter=1&guce_referrer=aHR0cHM6Ly93d3cuYmluZy5jb20v&guce_referrer_sig=AQAAAG35AN-BUug-SlfOYeCxhy8jyIjNiKDvxKohz-nBL2816J9ysWAQzkYCG00CrGEx503fSY3zZJQd27S_Uim4XjlMERW4ouPyB-W6qWBRC3rXqzwVmT8kDY24qLvOzpFbHYOLsgMgzWOK4NK9XJTmaxSBE3c_Ti8_mptJ6VbTx4CF
https://decrypt.co/154073/microsoft-infuses-ai-with-human-like-reasoning-via-an-algorithm-of-thoughts

SCOPE

REPORTING REQUIREMENTS

Format

Assuranc

@ 2022 Deloitte The Netherlands

Listed companies with more than 500 employees

e il Old:iafo. % 750 FTEs + value chain ]

= G0 OO0 L[}I‘rl[i'ﬂ“iﬁi 'm mri’ Ell
Corporate Sustainability Reporting Directive (CSRD)
FY2020 FY2021 FY2022 FY2023 FY2024 {reports published in 2025) for FY25 (reports published in 2026) large FY2026 (listed) SMEs are included through
listed companies with over 00 non-listed (see thresholds abowve) simplified reporting standards (reports published
employees in 2027}
=  EU Mon- = EUNFRD = EUNFRD + EU MFRD =« Mandatory EU sustainability reporting standanrds that will be developed by the European Financial Reporting Advisory Group (EFRAG),
Financial » EU Taxonomy': = EU Taxonomy: + EU Taxonomy: eligibility & addressing the following with regards to ESG matters:
Disclosure Disclasures on eligibility & alignment disclosures over = Alignment of the business model & strategy with the objective to achieve climate neutrality by 2050 (including taking into account the
Directive extent to which alignment contribution to the first two entire value chain)
(EU NFRD) activities disclosures objectives plus eligibility and = |[science based) Targets B progress
contribute to over alignment disclosures owver * Role of the administrative, management & governance bodies
climate change contribution contribution to the remaining = Policies
mitigation & to the first two four environmental = Most significant negative impacts, degree of exposure to coalfoil /gas-related activities
adaptation objectives objectives™: = Principal risks, including dependencies and how risks are managed
o 1. Protection of water & life = The way information reported on has been identified
* Eligibility only in water » Qualitative, quantitative, forward-looking, retrospective information covering short, medium & long-term time horizons.

2. Transition to a circular Application of a double materiality lens in reporting on both how sustainability matters affect their business and the external impacts of the
econamy company’s activities on people and the environment.

3. Pollution prevention Information about the company's walue chain, including the company’s own operations, products & services, business relationships & supply

4. Protection of biodiversity chain.

EU Taxonomy related disclosures (as set out in FY2022).

The first set of reporting standards are published on 30/04,/2023 (sector-agnostic reporting standards)

The second set of reporting standards will be published by 1/1/2024 (sector specific reporting standards with high-risk sector standards to

be published first).

Annual Annual Report Annual Anmual Published in a specific section of the Management Report or a separate Sustainability Report
Report (ML) (ML) Report (ML) Report (NL) = Mandatery digital reporting (ne apparent penalties for non-EU campanies for failure to repart, other than
= notification)

Mandatory (limited) assurance of reported information. The limited assurance reguirement will shift to reasonable assurance after &

-e. If required .e If required by If required o If required by law vears from adoption of CSRD
law

by law by law

* Al listed companies on EU regulated markets, except listed micro-enterprises
**The timeline for implementation and first year of reporting on contribution to the four remaining objectives is still to be officially confirmed

Image source:

deloitte-nl-sustainability-eu-tax-csrd-timeline-june-2022.pdf



https://www2.deloitte.com/content/dam/Deloitte/nl/Documents/deloitte-nl-sustainability-eu-tax-csrd-timeline-june-2022.pdf
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Automated ESRS workshop with Sticks’n’Sushi ™, May 2023, on
behalf of white-labeling partner Valified. Owner-partner Claus
Jordan and lead developer Sgren Ekelund in focus, left and right.

Since our humble beginnings as a spin-off more than a decade ago, we have been driven by
our passion, energy and dedication to pursuing ambitious goals. Genetix was founded with
the vision of using cutting-edge decision intelligence technology to solve the challenges of
enterprise complexity and business optimization, with the goal of improving society at large.

Genetix Decision Intelligence represents a fundamental shift in mindset and behavior when
confronting transformations, business optimization and organizational issues, driven by a
First Principles Approach that allows true understanding of context.

We help companies build up their Capacity to Respond - which is considered the ability to
take timely and effective action in varied and uncertain situations, and consists of
understanding, insights, meaning, intuition, creativity and judgment, including anticipation
of future outcomes. Our software does what Al was hyped to do, without the Al involved.

We started this journey back in 2011, when we set out with people from IBM, Danish
University of Technology and University of Augsburg to develop the Genetix Decision
Intelligence (GDI) software platform - GDI enables companies to map, simulate and optimize
their decision chain across their organisation as a whole and determine the appropriate
response to constantly changing needs, risks and opportunities on all business levels.

Automated ESRS is just the latest spin-off based on the GDI technology, enabling us to help
companies report and act sustainably, for the benefit of the stakeholders and environment.
We are at our core a development house, so primarily market Automated ESRS through
white-labelling partners such as Valified, Reduktion, but for now also on our own ESRS.tools.



How do we leverage our core technology in an ESRS compliance
context.

Two of the most important cornerstones in the Genetix Decision
Intelligence (GDI) technology is the focus on detailed complex data and
logical context understanding that provide transparent human-like
choices - rather than causality-less big data and machine learning that
often produces random results and have trouble when meeting
previously unseen data.

Our focus on context in data analysis for more than a decade has
enabled us to develop tailored and robust solutions that can handle
cases wWhere other technologies struggle to provide meaningful results,
give up entirely or even worse fail without a clue. Such dependability
and transparency serves sustainability reporting well, not least ESRS.

Our focus on context drives us towards seeking datasets that possess
intricate structures and interdependencies, rare events, complex
relationships, or characteristics that require advanced analytical
techniques to extract meaningful insights.

While big data typically refers to massive volumes of information,
complex data involves intricate patterns, dependencies and contextual
nuances that require specialized approaches and massive processing.

What better method is there for ESRS, to ensure all ESG activities are
explained than in business accounting, not least considering the double
materiality nature of ESRS? As such we take our data from bank data,
postings and accounting documents.

While machine learning is a powerful tool for learning patterns from
data, it can sometimes be difficult to interpret how and why a specific
decision is made. This lack of transparency can lead to Al models being
effectively "black boxes," making it challenging or even impossible to
understand their inner workings or explain their decisions. By focusing
on logical context understanding and documentation, we prioritize the
interpretability and explainability of the data and results, making our
ESRS solution easy to approve and audit for third parties even on the
model level alone. This saves everybody’s resources and reduces risks.

The logical context understanding approach promotes full transparency
of the ESRS calculations, allowing stakeholders to comprehend the
reasoning behind the results —and when in serious doubt, GDI acts
conservatively and makes the issue clear for the human recipients to
act manually instead.

This enables our Automated ESRS solution to align with established
rules and standards, continually updated with ESRS compliance
regulations, providing a level of interpretability and control that can be
crucial and sensitive in this regulated ESRS domain.



100% Dedicated to Decision Intelligence for a better world
and have been since 2011, but fully respect those not yet onboard.

Innovative technology and practical solutions

State of the art Decision Intelligence Technology designed to find
connections, optimizations and extra value in extremely complex data
structures and logical context understanding — packaged to be useful
for customers in a complex, very individual and often rushed reality.

Strong track record, happy clients and still learning every day
Genetix has a strong track record of documented savings for companies
and organizations, both large and small, public and private. We listen.

Close Collaboration with authorities,

not least EFRAG (European Financial Reporting Advisory Group)

Since 2011 we have, through our anti-lobbyist-anti-bureaucracy stance
for practical solutions, advocated for an ESRS standard that transcends
narrow interests and reflects the needs of a wide range of stakeholders
— a set of rules usable for all. We have participated in constructive
dialogue with many policymakers, experts, and affected parties to
understand their perspectives and ensure that laws and rules are
developed with a full understanding of the implications of their use.

Client statements (GDI):

“The DSB First situation task force would never have come
this far without your technology, help and great
contributions.” - Gert Frost, Managing Director, DSB First

“[GDI] found we prioritized projects in two very different
ways. This changes our decision-making for the better.”

Other client statements (ESRS):

“It's cool to see calculations done automatically.....and
done exactly how | would have done them myself.”

“We have both a desire for climate accounting and
compliance. This project should not only be about
compliance, but also show where we can improve and
where we need to take some action — and | see this being
possible with this new tool, if used right.”

“It will save me 7 months of work [per year], not to have
to to collect and calculate data in the traditional way.”
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What you need to know

1.

Image source:
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As part of the European Green Deal, the Corporate Sustainability Reporting Directive (CSRD) includes the
mandate to report sustainability information under the reporting framework of the, Sustainability
Reporting Standards (ESRS).
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What you need to know

As part of the European Green Deal, the Corporate Sustainability Reporting Directive (CSRD) requires to report
sustainability information under the reporting framework of the European Sustainability Reporting Standards
(ESRS) as adopted in the European Union (EU).

The affected undertakings amount to an estimate of over 50,000 compiled of both large and listed undertakings
(except listed micro-undertakings) based in the EU, but also to third-country undertakings based ocutside the EU
with undertakings within the EU, i.e., subsidiaries or branches. Mon-listed SME are not in scope of CSRD.

Under the Eurcopean Commission's (EC) CSRD, the provisions apply to fiscal years starting on or after 1 January
2024 for large public-interest undertakings as well as banks and insurance undertakings, already subject to the
Mon-Financial Reporting Directive (NFRD); 1 January 2025 for large undertakings that are not presently subject to
the NFRD; or 1 January 2026 for listed small- or medium-sized entities (SMEs). Listed SMEs can opt out until 2028.
0On 31 July 2023 the EC adopted the first set of ESRS applicable to all undertakings subject to the CSRD. The
standards are now available in 23 official languages. However, these final standards are not in force until the
delegated regulation has passed the scrutiny of the European Parliament and Council and is published in the
Official Journal.

Main components brought by CSRD and ESRS include the concept of double materiality, inclusion of prospective
information, information about the upstream and downstream value chain, and the concept of sustainability due
diligence. The latter is closely related to the upcoming Corporate Sustainability Due Diligence Directive (C53D) that
aims to foster sustainable and responsible corporate behavior throughout global value chains.

Sustainability information can influence stakeholder decisions. Two main groups of stakeholders are considered in
the ESRS: affected stakeholders and users of sustainability reporting, which include investors, but also other users
such as undertakings business partners, trade unions and social partners.

Sustainability information mandatorily to be reported in the management report must be verified by a third party
with limited assurance (maving towards reasonable assurance, following an assessment by the EC to determine if
reasonable assurance is feasible for auditors and undertakings) in accordance with an assurance standard adopted
in the EU. Such a standard is currently in development.

The ESRS consider the existing European law and initiatives as well as European and international sustainability
reporting initiatives, aiming to facilitate the interoperability with various standards, such as 1558, TCFD and GRI,
and to avoid double disclosure efforts by undertakings.

The EC is establishing an interpretation mechanism to provide formal interpretations of the standards. Additionally,
the EC has requested EFRAG to publish supplementary guidance and educational materials that will cover topics
such as the materiality assessment process and other related issues.

10. The EC and EFRAG maintain close collaboration especially with the ISS5B and the Global Reporting Initiative to aim

for a high level of interoperability between the mandatory disclosure reguirements under ESRS in the EU and other
sustainability reporting frameworks that might become mandatory in other jurisdictions. The International
Sustainability Standards Board (IS5B) has recently issued its first two IFRS Sustainability Disclosure Standards
which have been developed to bring global consistency to the way companies disclose sustainability-related risks
and opportunities throughout their value chain, helping to improve trust and confidence in company disclosures
and to inform investment decisions. The application of these standards is not mandatory in the EU.

Building a better
working world

Image source:

ESRS adopted by EC (11 Aug 2023)


https://www.bing.com/search?pglt=43&q=ey+esrs&cvid=e920d39a38604ebdbdb31321ccd35d44&aqs=edge.0.0l9.2768j0j1&FORM=ANNTA1&PC=NMTS
https://www.ey.com/en_nl/ifrs-technical-resources/european-sustainability-reporting-standards-esrs-adopted-by-ec

The European Sustainability Reporting Standard (ESRS) will have a
significant impact on the entire business ecosystem. ESRS provides

regulations for businesses to report their environmental, social, and
governance (ESG) performance. ESG is becoming increasingly important
for investors, customers and other stakeholders — not least banks who
begin to see bad ESG reporting as a major risk.

Compliance with ESRS can improve a company's reputation and
attractiveness to investors who prioritize ESG considerations. This can
help businesses access capital at lower costs and gain a competitive
advantage and subsequently lead to increased investor confidence and
higher stock prices — in essence, ESG key figures are becoming as
important as financial key figures. And with ESRS this has become law.

The ESRS will also affect a company's relationship with suppliers and
customers. Businesses will need to report on ESRS factors not only
within their own operations but also across their value chain. This can
lead to better management of ESG risks and opportunities throughout
the supply chain, improving the sustainability of the entire ecosystem.

Consumers are increasingly interested in purchasing products and
services that align with their values, and compliance with ESRS can help
businesses meet these demands.

This can create a virtuous cycle where prioritizing sustainability is
rewarded with greater market share.

But ESRS can also annoy both suppliers and customers if done wrong,
blanketing them with requests for data from all sides, often data they
may not have time nor competences to find — and then their only
options are expensive consultants or business losses due to failure.

ESG employees have become central in many companies, referring to
both marketing, human resources, board and CEO, creating reporting
and projects to improve the company in many ways — but with the
massive ESRS ruleset, ESRS employees risk becoming glorified
bookkeepers and lawyers, buried in numbers and clauses without any
practical impact.

In summary, if done right, compliance with the European sustainability
reporting standards can benefit the entire business ecosystem, from
attracting investors to improving supply chain sustainability, driving
innovation, and influencing consumer behavior.

Done wrong it can be a company ending event.

The key to making the ESRS ecosystem flow and provide value, is to give
all parties easy access to the right data with minimum resource use, so
they can reap the benefits without risking the company’s future.
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ESRS regulation is pushing for transparency

The EU commission adopted the EU Sustainable Finance Action Plan (1)
in 2020. The purpose of the action plan is to finance sustainable growth
in the EU by reorienting capital flows towards a more sustainable
economy. A key element in the action plan is to strengthen the
sustainability disclosure and accounting rule-making.

The Corporate Sustainability Reporting Directive (CSRD) (2) that
followed in 2022 requires EU companies to report on ESG at a very
detailed level, according to technical standards laid down by EFRAG in
the European Sustainability Reporting Standards (ESRS) (3).

Large companies subject to ESRS are required to collect data from
suppliers (Value chain)

A key element in the CSRD/ESRS is that companies are also required to
report on the performance of their value chain. This implies that even
small companies/SMEs will need to report ESG data according to
CSRD/ESRS. It is or will become a requirement for all companies to
report on ESRS in order to stay competitive in attracting customers.

Open Banking, PSD2 and new EU digital bookkeeping laws

The PSD2 EU directive (4) from 2018 opens up the EU banking market
to third-party payment and transaction service providers. This includes
account information services, which can give consumers and
businesses access to consolidated information across the different
accounts they may have with one or more payment service providers.

This in turn led to new EU laws requiring digital financial reporting,
legislated 2022 in Denmark and in effect from 2024. This means all
companies must use a digital bookkeeping system and be able to
exchange bookkeeping data through standardized file formats (5).

EFRAG is the key decider regarding ESRS, and therefore the approval
party we use for certifying our models in Automated ESRS Automated
ESRS.

1) Overview of sustainable finance (europa.eu)

2) Corporate sustainability reporting (europa.eu)

3) First Set of draft ESRS — EFRAG

4) The revised Payment Services Directive (PSD2) (europa.eu)

5) Digital bogfg@ring: Tidsplan for virksomheder og systemudbydere | erhvervsstyrelsen.dk



https://finance.ec.europa.eu/sustainable-finance/overview-sustainable-finance_en
https://finance.ec.europa.eu/capital-markets-union-and-financial-markets/company-reporting-and-auditing/company-reporting/corporate-sustainability-reporting_en
https://www.efrag.org/lab6
https://www.ecb.europa.eu/paym/intro/mip-online/2018/html/1803_revisedpsd.en.html
https://erhvervsstyrelsen.dk/digital-bogfoering-tidsplan-virksomheder-og-systemudbydere
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The absence of comprehensive Environmental, Social, and Governance
Reporting Standards (ESRS) compliance data across the entirety of a
company's value chain can pose a profound obstacle for organizations
required to conduct ESRS reporting. This problem emerges from the
vast and complex nature of modern supply chains, where a myriad of
partners, suppliers, and intermediaries intermingle to form an intricate
network that can be challenging to trace comprehensively.

Achieving a complete understanding of a company's environmental,
social, and governance (ESG) footprint is far from a trivial task.
Businesses today rely on a labyrinthine web of suppliers, distributors,
and service providers. This complexity is amplified by the globalization
of trade, resulting in multi-tiered supply chains that can span
numerous countries and regions, each with its own regulations and
reporting standards. Hence, gathering accurate and complete data on
sustainability performance indicators across such a vast, diverse, and
multifaceted system requires significant effort and investment.

The implementation of robust sustainability management systems has
been proposed as a solution to this challenging conundrum. Such
systems can provide companies with the tools needed to meticulously
track and report on their sustainability performance across all the
facets of their operations. However, this strategy calls for an increased
level of cooperation with every partner in the value chain.

A shift toward such cooperative practices requires the development of
trusting relationships, clear communication channels, and aligned
objectives. In particular, suppliers must understand the importance of
sustainability initiatives and the necessity of accurate and transparent
reporting. In some cases, this may necessitate a degree of education or
training to ensure all stakeholders have the necessary skills and
knowledge to participate effectively in the data collection process.

Companies can explore the implementation of advanced technological
solutions to streamline and automate data collection, calculations, and
reporting processes. The integration of cutting-edge technologies such
as artificial intelligence, machine learning, and blockchain can enhance
the efficiency, accuracy, and reliability of ESG data management.

Many of the tools on the market today are however both overhyped,
cumbersome to implement and lack trustworthiness. While Al
technologies provide promising solutions for automating data
collection and analysis, they bring several challenges. Compliance with
GDPR necessitates constant vigilance, especially as Al often uses
extensive, potentially sensitive datasets. The opacity of Al's decision-
making process, the so-called "black box" problem, raises issues
around accountability and bias. Additionally, the accumulation of large
datasets increases the risk of data breaches, necessitating robust
cybersecurity. Moreover, Al errors can be very hard to detect.



Traditionally, the methodology for amassing and analyzing
Environmental, Social, and Governance (ESG) data has been a largely
manual process.

It necessitates individuals meticulously gathering information from a
variety of sources such as financial statements, environmental impact
reports, social responsibility disclosures, Enterprise Resource Planning
(ERP) systems, Internet of Things (IoT) sensors, and other relevant data
repositories.

Following this collection phase, the data is then manually incorporated
into a spreadsheet, Bl program or similar analytical tool for further
examination and subsequent reporting.

In many corporations, the ESG data capture procedure frequently
exhibits the following characteristics:

* Scope 3 emissions, which are typically contingent on the honesty and
ESG expertise of subcontractors. This dependency can potentially lead
to significant data errors, misinterpretations.

* A strong IT-centric approach that can sometimes overshadow the
need for a balanced perspective incorporating both technical and
sustainability viewpoints.

* Data collection that is often restricted to static and isolated data silos.
These silos may include a variety of domains, such as banks, suppliers,
strategic policies, internal and external energy consumption, travel
information, governmental authorities, offset-projects, sales figures,
freight and transportation details, and more.

* Data capture processes are often constrained, incomplete, and
fragmented, leading to the development of rigid and manual
workarounds to address these limitations.

* The climate factors used often stem from one or more somewhat
arbitrary standards chosen either by the company itself or its
appointed auditor.

However, the evolution and increased accessibility of Genetix
technology present a promising alternative to these traditional
methods.

Automated ESRS offers the ability to streamline data collection,
enhance process accuracy, and promote efficiency. This technology
enables data gathering from bank accounts, subsequently aggregating
and analyzing the data through an EFRAG approved model to yield
outputs that adhere perfectly to the EU standards, thereby simplifying
and improving the overall process while minimizing risk.



With the forthcoming ESRS reporting many companies foresee the

significant burden and challenges in terms of compliance combined
with operational and administrative cost.

Here are some reasons why:

Expensive: Implementing the ESRS reporting can be costly as it
requires resources such as personnel, technology, and infrastructure to
understand ESRS then gather and document the necessary data.

Time-consuming: Manually gathering data and preparing reports can
be a time-consuming process, especially for companies with complex
supply chains and business models. And human errors will happen.

Complexity: The ESRS standards are extensive, and companies may
find it challenging to understand and implement all the requirements.
This complexity can lead to errors and inconsistencies in reporting.

Low data quality: Companies may face challenges in collecting high-
quality data, especially if they do not have robust and automated data
collection in place. This can lead to inaccuracies and inconsistencies in
reporting.

While the final ESRS has not yet been published, it is likened to 20% of
the total sum of all other compliance, an average cost of USD 5.5M (1)
that puts ESRS costs in the neighborhood of EUR 1M on average.

The temptation to simply risk it by not complying, may become bigger
when considering such high up-front costs. But since historically non-
compliance has shown to be on average 2.7 times more expensive (1),
non-compliance with ESRS can on average be expected to cost EUR
2.7M. This makes non-compliance a very un-sound business strategy,
even before considering the reputation damage of non-compliance.

To overcome these challenges, many companies are considering
investing and adopting automated data tools to ensure data accuracy
and consistency.

Finally, companies are compelled to seek external support from ESRS
experts to help them navigate the complexities of the ESRS compliance
requirements.

1) Compliance Cost: What it is, How it Works (investopedia.com)



https://www.investopedia.com/terms/c/compliance-cost.asp#:~:text=Despite%20the%20increases%20in%20cost%20for%20compliance%2C%20studies,the%20cost%20for%20noncompliance%20is%20approximately%20%2415%20million.

Even during the later stages (CSRD/ESRS development started in 2011) the framework has gone through major changes — and while the number of
requirements seemingly fell, the reality is that most were integrated in other disclosure requirements and simply increased their size and complexity:

Fewer reporting requirements

The CSRD requires significant effort from the nearly 50,000 companies

that will eventually have to comply with it. To improve the balance of
burdens a
Group) ha

Number of reporting
ESRSs. Some requirements have actually been removed, others have

limited. quantitative data points

Further continual changes are expected each year after first
implementation in July 2023, especially these first years of the
framework’s lifetime.

This requires employees with ESG, reporting, data and regulation
competences to read, understand and interpret the changing CSRD/ESRS
requirements. In many individual cases dialogue with ESRS developer
EFRAG, company accountants and local authorities are also needed.

It is already a significant administrative cost to identify and find relevant
documentation, only worsened by the constant framework changes.

EWER BUT-MORE COMPLICATED
~TREQUIREMENTS AETER 3 15t JULY

Draft standards
(november '22)

Draft standards
(april '22)

Image source:

New ESRSs published - Corporate

Sustainability Reporting Directive - ESG -

Thema's — PwC
136

2023

1144

These changes to the framework also increases the risk of manual errors,
since employee experience will recall earlier editions, especially if
making the compliance under time pressure as is often the case.

Genetix’s Automated ESRS provides monitoring of changes in the ESRS
legislation and automatically adjust to all official changes from EFRAG
and other authorities, allowing organizations to quickly identify areas for
change and take action to address the challenges, rather than reducing
the ESG department to an “ESG bookkeeper”. Overall, using Automated
ESRS can help organizations efficiently collect, analyze, and report on
ESRS.


https://www.pwc.nl/en/topics/sustainability/esg/corporate-sustainability-reporting-directive/new-esrs-published.html
https://www.pwc.nl/en/topics/sustainability/esg/corporate-sustainability-reporting-directive/new-esrs-published.html
https://www.pwc.nl/en/topics/sustainability/esg/corporate-sustainability-reporting-directive/new-esrs-published.html
https://viewpoint.pwc.com/dt/us/en/pwc/in_briefs/2023/2023/ibint202317.html#pwc-topic.dita_de57ed75-8e72-4c46-ac27-8ca90ada8857
https://viewpoint.pwc.com/dt/us/en/pwc/in_briefs/2023/2023/ibint202317.html#pwc-topic.dita_de57ed75-8e72-4c46-ac27-8ca90ada8857
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Based on the previously mentioned key challenges, it was clear to us at Genetix Computing that a tool was lacking on the current market: While the

biggest companies have big ESG departments they can double or triple to cope, and the smallest companies might at least temporarily get by with
ignoring ESRS or guessing/faking data, the mid-sized approx. 100-2000 employee companies would get a very hard time with ESRS.

This led us to thinking that if our Genetix Decision Intelligence (GDI) could already handle massive national infrastructure of rail and energy grid, and
the constant politics, union rules and compliance frameworks involved, why would it not be able to handle ESRS? Dialogues with many parties
confirmed this for us, but also made it clear that the massively complex GDI implementation would be no help here. We identified the following needs:

v Automated collection and calculation of ESRS data

Full ESRS calculator v Transparent calculation methods - no black box

v Data sources and methods verifiable and traceable

Anti-Greenwashing

v 100% of bank transactions / accounting postings - full overview ensured

v 100% compliant with EU/ESRS requirements
Compliant with EU law

v Any uncertainty in interpretations of ESRS is resolved via EFRAG

v Conservative calculation and prudent estimates to avoid underestimations
Safe and secure for user

v Easy and fast for auditors to audit

Fast, easy and cost effective v 100% safe - user has full control over data

v 100% digital - no need for interaction with experts and advisors



With the new requirements just around the corner, companies will be pushed to provide more granular ESG-related data to improve transparency.

The Automated ESRS approach provides you with a way to work smarter in an automated and effective manner to capture, calculate, analyze, assemble

and report on your ESRS compliance requirements:

Focus

e Centered around the fixed ESRS framework based on EU
legislation finalized from July 2023

* One primary source that cannot be tampered with: Bank
transactions or audited accounting postings and documents

* Scope 3 is calculated with high precision by identifying all
subcontractors in bank transactions and requesting them to
link to Automated ESRS so that the exact amount is included

* Climate factors are from the EU (ESRS)

* Perfectly comparable ESG results

Result

Compliance- and transaction centric
Possible to audit fast and with high fidelity
Eliminating risk of greenwashing
Acceptable data for CO2 taxation

A comprehensive view based on exact value chain data support
efficient management decisions on climate actions

Empowers your full ESG process
Combines various secure data sources

Enhance utilization of dynamic transaction data



When we initially embarked on the journey to enhance our
Environmental, Social, and Governance Reporting Standards (ESRS)
software solution, we mirrored the path of countless other companies
grappling with the intricacies of ESRS compliance. We posed ourselves a
crucial question:

"Where can we source the highest quality data, how much of the
process can we automate, and to what extent will manual intervention
be necessary?“

To address the latter part of our query, we quickly realized that the ESRS
journey necessitates forging partnerships with financial as well as non-
financial stakeholders; almost every activity in a company results in a
cost, and each cost in further activities in the value chain. Some of the
stakeholders here might be entities with whom we've had limited prior
engagement, thereby adding a layer of complexity to the collaboration.

Indeed, manual data collection, by nature, involves a considerable
amount of human interaction to accumulate the necessary data. Such a
method can be advantageous in situations where the data is intricate
and tough to gather via automated means, or when the data
necessitates specific contextual understanding or interpretation that a
machine cannot provide.

This manual data collection process may necessitate the collaboration

of a diverse range of teams, such as those from facilities, fleet
management, and engineering or procurement.

These teams are often responsible for sourcing the environmental, or
"E" components of the ESRS metrics. When it comes to collating social,
or "S" data, you need to engage departments such as human resources,
IT, legal, among others, each bringing their unique perspective and
information. Lastly, to scrutinize metrics pertaining to governance,
denoted as the "G" component, it is vital to coordinate with a cross-
functional committee that comprises various leaders, members of the
management team, and the board of directors.

However, it's crucial to remember that manual data collection is often a
labor-intensive and costly process. This is especially true when dealing
with large, intricate datasets, and when trying to align with detailed
compliance regulations. Furthermore, as it relies heavily on human
intervention, this process is inherently vulnerable to human error. These
errors can introduce biases, inaccuracies, and inconsistencies into the
data, presenting further challenges for effective and accurate ESRS
reporting.

So where could we get data that circumvented this issue of heavy but
often worthless dialogue up and down the value chain, while still
providing compliance by being sure that we covered every activity
covered by an ESRS disclosure requirement?



The decision of whether to adopt automation for the ESRS process has

rapidly become an obvious choice. The challenges that arise without it
can be of significant magnitude.

With the sheer magnitude of data volumes and the complexities of ESRS
calculations and data collection becoming increasingly evident, the
decision has become a logical imperative.

Automation, offers the potential to revolutionize processes, increase
efficiency, and drive productivity to new heights.

Our approach goes beyond simply adopting technology, it involves
engaging ourselves in a paradigm where automated processes come
together with automated ESRS data collection and ESRS compliance
calculations. This convergence not only alters how data is collected,
harnessed and calculated but also exemplifies our commitment to
steering the course to empower enterprises with the tools and insights
needed to not only meet ESRS compliance but to thrive within an ever-
changing ESRS landscape.

New EU laws means all companies must use a digital bookkeeping
system and be able to exchange bookkeeping data through standardized
file formats. This allows companies to easily give Automated ESRS

access to the bookkeeping and related documents, allowing reporting
with few clicks — this secured accuracy of source is also much preferred
to manual data by the authorities such as EFRAG.

Automatic ESRS data collection and calculations, involves the use of
technology to gather data without human intervention. This method is
much more efficient and cost-effective, particularly when dealing with
large datasets like with the ESRS.

Automatic data collection can also reduce the risk of human error,
improving the accuracy and consistency of the data. However, it can be
challenging to collect certain types of data automatically, particularly
when dealing with unstructured or complex data.

With that in mind we initiated our journey towards empowering
companies to accelerate a sustainable future using an ESRS data driven
and digital solution - starting by identifying, where to collect the best
data with the highest quality to enable ESRS compliance.

In essence, the question of whether to automate the ESRS process or
not, is no longer a choice but rather a matter of necessity. Embracing
automation is a foundational step in securing ESRS compliance in the
present and future.



For an Automated ESRS E1 process based on bookkeeping material, it's
imperative that you as a client can provide one or more methods to
access the data for the accounting periods you want ESRS for (not
necessarily spanning 5 years and possibly as short as a quarter):

1. SAF-T: From 2024 all Danish bookkeeping systems are legally
obligated to export a SAF-T file containing crucial posting data, and
numerous European systems do so voluntarily. Additionally,
attachments can be provided in one or more files or folder structures.
Our system can then correlate entries and attachments.

2. Account Statements from Online Banking: These statements should
include the date, amount, and any transaction text in one or more files.
Attachments can also be included in one or more files. Our system can
then correlate entries and attachments. This can be omitted if
bookkeeping data is already audited.

3. Bookkeeping Data: This should consist of a posting overview with
accounting codes and references (such as document numbering) to
associated documents. Attachments should be organized to correspond
with the references, including potentially using an attachment number
written on the attachment itself or as a filename.

Attachments encompass invoices, receipts, and payment summaries in

almost any file formats, including scans and photos with handwritten
elements. Online banking advis/receipts are helpful but not mandatory.

Data delivery can happen in a format and folder structure of your
preference. We can receive data in a manner you find suitable, ranging
from email submissions over uploads on a secure Microsoft Azure drive
provided by us, to us personally collecting the data at your premises on
a forensically secured harddrive.

It's important to note that the delivered accounting material and
resulting ESRS data always remain the exclusive property of the
customer. Upon the customer's clear written request, these materials
are permanently deleted (overwritten with random data to prevent
potential re-creation where feasible) from all locations, including
emails, within 72 hours.

By combining financial data with Automated ESRS, companies can
automatically collect financial data and categorize it into the
appropriate sustainability metrics. For example, transactions related to
energy usage and carbon emissions can be automatically categorized in
the correct scopes and converted into the appropriate ESRS metrics.



GENETIX
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We apply the use of large language models (LLMs), primarily OpenAl’s
GPT-4 (1), to the financial transaction data to translate between

O

different languages and formulate documentation in a less technical

manner.
We do NOT use OpenAl or

OpenAl, now heavily invested in by Microsoft (2), is never given access other LLM to directly

to customer data, only abstracted and scrambled general examples or interpret or calculate on

word bits for translation. customer data, nor do we

use it for finding sources

In terms of generating reports, GPT-4 can transform raw data into or similar critical tasks —

human-readable summaries or detailed reports, helping stakeholders g T

understand the company's ESRS performance. ® solely by our proprietary

. - . Genetix Decision
However, while GPT-4 and similar LLMs can offer powerful supportin

Intelligence (GDI).

processing and interpreting language-based transaction data, they are

essentially always just guessing based on their training material and as The reasons for this are

such the output must always be validated by context-understanding e

software such as Genetix Decision Intelligence (GDI), particularly when
making critical decisions related to ESRS compliance.

1) GPT-4 (openai.com)

2) Microsoft and OpenAl extend partnership - The Official Microsoft Blog



https://openai.com/gpt-4
https://blogs.microsoft.com/blog/2023/01/23/microsoftandopenaiextendpartnership/
https://techcrunch.com/2023/09/04/are-language-models-doomed-to-always-hallucinate/
https://techcrunch.com/2023/09/04/are-language-models-doomed-to-always-hallucinate/
https://techcrunch.com/2023/09/04/are-language-models-doomed-to-always-hallucinate/
https://techcrunch.com/2023/09/04/are-language-models-doomed-to-always-hallucinate/
https://techcrunch.com/2023/09/04/are-language-models-doomed-to-always-hallucinate/

TRADITIONAL VS AUTOMATED APPROACH 7 GOMPUTING

~

Automated Approach

Traditional Approach

Faster time to compliance by
* Reactive, slow and expensive - many ¢ Deliver anywhere, anytime ESRS analytics

cumbersome and manual processes

o ) ) ) ** Analysis of ALL your business activities
* Limited to static and isolated data silos - low

accuracy on results due to low data quality

ESG line-of-business users to
automated self-service

¢ Empower and free your ESG department

* Incomplete and fragmented - limited visibility

into your data and value chain % Incorporate diverse sources and unifies relevant data

types
* Incomparable results that cannot be audited
with substantial certainty

We partner with the business

¢ Optimize ESRS labor effort — accelerating compliance
to ensure priorities and

2 compliance investments are

Clfallell and supporting the

overall ESRS business goals

¢ Risk of intentional or unintentional

greenwashing (or accusations thereof) %* Provide a correct scope 3, everything included

* Complicated and expensive audit process, not ** Map the entire value-chain to weigh suppliers

least when changing auditors

o EEm E— E E O EE D EE B B S S B S S B e .
NN NN BN BN SN S S S S S S S S B S e e

¢ Get a better less stressful dialogue with suppliers

¢ Restricted sources and access
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Automated ESRS goes through these key
steps

Enterprise (750+)

Financial Data A Microsoft Azure
1. Automated ESRS imports financial

transactions data from ERP accounting
system and other sources.

& b

2. Automated ESRS checks the data
sources for missing data etc. and
categorizes the transactions/postings to ompanies
make them ready for the calculations.
The ESG ratios are calculated and
imported data are deleted.

Financial transaction data is collected from the company
Data is checked for errors and irregularities
ESRS key figures are calculated and qualified

3. Results, Value Chain Overview and Analysis Log are encrypted by Automated ESRS and safely
protected behind Microsoft Azure’s firewalls, shared with customer Bl systems over secured API or
sent as PDF on email based on customer preferences. The encryption ensures that only the persons

with the appropriate rights can access data and results, not even Genetix employees can access it. The log of calculation of key figures is scrambled so that
only the company can recognize the data and is saved for

4. The company can use the Automated ESRS E1 data reports directly to share with customers, banks, revision and improvement

investors, authorities etc. or the data can be used outside the Automated ESRS platform for further
refinement and improved data sharing with Valified.com, Reduktion.dk, EcoVadis, Sustainalytics, etc.

ESRS key figures are delivered to the company in their

5. Scope 3 emissions data relevant for other companies are kept encrypted in separate Azure storage, existing profile on the Valified platform
allowing the entire value chain to collectively improve the data precision and availability over time, as The company can now use its ESRS key figures and share
more and more of the value chain uses Automated ESRS. Please note that opposed to our the report with their stakeholders.

competitors, compliance can be reached without any other value chain link using Automated ESRS.



“Capacity to Respond is considered the ability to take effective action in varied and uncertain
situations, and consists of understanding, insights, meaning, intuition, creativity and judgment,
including anticipation of future outcomes.”

Data Analytics
EFRAG regulatory

Algorithms 11. Business : Qll;lz:\jlity requirements
model links 10, FEvfer dhie checkdata CSRD/ESRS
' gaps ESRS Control 1. Collect data
Big Data T 3. Analyze &
8 12. Targets & Ower Track data

Metrics
REPOFtS ESRS compliance 4. ESRS baseline &

+ ESRS :
13. Strategic programmes a transformative OPERATION Compliance gap

& Commercial strategy sustainability

strategy 5. Enrich, Transform

& Improve data
Y= 9. Materiality
: ESHARTS assessment 6. Value chain
governance .
Contexts 16. Action plans reporting
& Resources
15. Update 8. Impact 7. Data gap

Knowledge policies mapping Jecessment External Data

sources



1. Collect data: To initiate the ESRS process, Automated ESRS imports
financial transactions data from accounting system, ERP and other
sources.

Secondly, we conduct an initial run to count the total number of
transactions available up to 5 years back — giving us the first
indications of data volume and complexity, as well as giving an
indication of the span of the cost of processing the data.

2. Quality check data: A real compliance run is started, this time
collecting all the transaction data and its meta data to perform an
initial quality analysis — checking that all relevant information, details
and meta data are available and free for inconsistencies, duplicates or
missing values.

3. Analyze & Track data: Second part of the real run aims to identify
patterns, trends and insights for each transaction across the total data
volume, identifying the transactions' likely purpose and its connection
to other transactions. This gives more information than any single
transaction can, allows identification of transactions with only limited
data and avoids double-counting of emissions that loop in the value
chain.

4. ESRS baseline & Compliance gap: Third part of the true run
calculates the ESRS compliance Baseline using all the financial
transaction data now interpreted as activities. This involves

understanding of the ESRS framework’s reporting and calculation rules
applying to each transaction and may involve doing partial averages for
transactions not identified precisely enough but still few enough to
make compliance possible. Alerts flag any deviations or potential
compliance issues. We review and update the analysis approach every
time the ESRS reporting requirements are changed.

5. Enrich, Transform & Improve data: Enriching, transforming, and
improving financial ESRS compliance data is crucial for enhancing the
data quality, accuracy, completeness, usefulness of the data, derive
meaningful insights and finally to meet reporting requirements —
through integration of the financial transaction data with other
relevant datasets, such as sustainability or environmental data, if
necessary.

This integration can provide a comprehensive view of the
organization's performance across various ESRS dimensions. Identify
areas of strength and areas that need improvement for enhanced
sustainability performance across different time periods, business
units, or peer organizations.

6. Value chain reporting: Up- and downstream Scope 3 data collected
during the true run is saved with encryption so only the two parties
involved in the transaction can access it. This Scope 3 data —and more
importantly understanding of the activities behind — now improve
future runs.



By systematically capturing and analyzing financial transaction data, companies can gather valuable ESRS-related insights, not only at the end of the

accounting period but month by month. This automation can significantly reduce manual effort, increase accuracy, and minimize risk by enabling
timely and informed sustainability decisions, thus facilitating comprehensive and reliable ESRS reporting. Automated ESRS automatically bridges the
data gap for ESRS reporting.

) »O T4 €T O
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Cut rising operational compliance costs

Improve and automate ESG processes
(automated Scope 3)

z”
-

; Better use of data for insights and
compliance is needed

The ESRS journey starts with DATA
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The employee is presented with a
short introduction about Automated
ESRS.

Entering VAT-number/CVR and email is
compulsory — access to data will be
provided on the email.

The T&C must also be approved, and
will already have been part of the
agreement with the company in
guestion — the T&C are on certain
points even sometimes overruled by
the agreement.

The Flow

+ Access by invitation only - please contact us to participate.

Identify with your VAT-number and provide your e-mail address.

Get your price and pay for our service by credit card or invoice

(in special cases price will be provided manually on email).

Give access to your bookkeeping files and accounting documents

[contact us, often an API is available that we can collect from).

Wait while our MS Azure™ decision intelligence solution prepares

your result.

Get an e-mail when your ESRS compliant data is ready within a

few hours.

See the result. Calculation details for each transaction are
explained in the analysis log (encryption ensures nobody without

your consent can see your bookkeeping data nor result data).

Happily share your new ESRS compliance data with your
stakeholders as you please!

Function (collect data or get a price estimate):
Collect ESRS El1 dataw

Language (general text and numbers format):
English JEn gelskw

Your company's VAT-number or business 1D number
(incl. country code, e.g. DKB7E51234):

E-mail address to receive your data notification and receipt
(e.g. example@test.com):

B Accept Terms & Conditions




By changing the ‘Function’, it is possible to get a price estimate — due to Automated
ESRS being processing heavy, the cost of using Automated ESRS depends mostly on
number of transactions and their complexity. This estimate is quick and costless to
use due to only counting transactions, not doing ESRS.

By changing the ‘Data source’ the employee can change between using bank or
accounting data — for the time being we almost always recommend using accounting
data due to this currently have the greatest chance of compliance by far in most
cases, but this may change in the future so inquire if in doubt.

Clicking the ‘Start’ button, the employee is directed to the Automated ESRS flow - this
may require an initial payment depending on the company’s agreement in advance
with Automated ESRS. Payment can be made directly through or by credit card or
invoice.

The employee is given a temporary profile for the run, based on the VAT/CVR number
and the employee’s email — if contacting our support the employee refers to these.

ETIX
PUTING

O

om
KZ

Function (collect data or get a price estimate):
Collect ESRS El dataw

Your company's VAT-number or business ID number
(incl. country code, e.g. DKB7651234):

E-mail address to receive your data notification and receipt
(e.g. example@test.com):

B Accept Terms & Conditions




The accounting flow takes the
employee through either

- choosing the company’s
bookkeeping system provider
and logging in there to give
consent to sharing the relevant
accounting

- upload the accounting data
and documents in almost any
format, after first having
exported it from the company’s
bookkeeping systems / ERP.

ESRS.tools

Powered by Genetix Decision Intelligence

Give access to your bookkeeping data for DK20400002?

If you see your accounting system below, you can simply click on its lego. You will then be asked to log in and grant our system access to read your accounting data.

®
v . e Microsoft Dynamics 365
d . e'Conomlcb AP Business Central

Microscft Dynamics 365

O
al

Finance and Operations

If you do not see your accounting system above and have an agreement with us, you can simply upload your files below.

If you do not see your accounting system and do not already have an agreement with us, please contact our support to get an agreement about bookkeeping data.

Upload fil(es):

Choose accounting files Choose accounting documents

Do you need help? Write to support@ESRS.tools or if an emergency call +45 7172 2909.

& Abn X
€ > ~ 1 < (Gen.. » Ekspor. v Seg i Eksport _1652270_Mar... 0@
Organiser = Ny mappe =- O o

% Hiem Navn Endringsdato T
> o Seren - Genetix { @ AfgiftsKonto.csv 16-08-2023 14:54 h
> @ Saren - Personlig E3°] BetalingsBetingelser.csv 16-08-2023 14:54 N
!@ Bruger.csw 16-08-2023 14:54 I
W Skrivebord @ Faktura.cev 16-08-2023 14:54 3
L Overfarsler # !@ FakturaKladde.csv 16-08-2023 14:54 I
=] Dokumenter # !@ FakturaKladdeLinje.csv 16-08-2023 14:54 I
o Musik » @ Fakturalinje.csv 16-08-2023 14:54 I
FEilnavn: |"Kassekladde.cw" "Kontaktperson.cs V| Alle filer (**) ~

Abn Annuller




After giving access to the
company’s accounting data
through login or upload, the
employee is taken to a waiting
page confirming that the

collection of the company’s
ESRS data is now under way.

Depending on the size and
complexity of the transactions
it can take from a few minutes
to several days for the system
to go through the data.

ESRS.tools

P d by Genetix Decision Intelligence

Waiting page for DK20400002 - we await your result and will send you an email when it is ready.

Please be patient while the system retrieves and interprets your transactions. This can take up to a 72 hours depending on the size of your accounts. You will receive an email when the result is ready.
Your data are encrypted securely at Microsoft Azure™, if you want your data deleted before the result is ready (where they are automatically deleted) please contact our support.

You can close this the page now.

Do you need help? Write to support@ESRS.tools or if an emergency call +45 7172 2909,



When the results are ready, the
employee is advised by email and
will receive the Result, Value Chain
and Analysis Log as password-
encrypted PDFs and a data-CSV.

If the company has decided on an
APl solution the results can be
collected from our MS Azure™
containers or pushed directly to
the company’s Bl systems,
depending on the integration.

If desired by a company and the
development paid for, individual
data treatment and reporting can
be provided. Such modifications
are done case-by-case as custom
orders.
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ESRS.tools

Powered by Genetix Decision Intelligence

ESRS E1 Analysis Log for DK12345678 (Fictiv
(created 2023.09.19 08:41 UTC)

Below you find an overview over all your transactions and how they
ESBSF1

PLEASE NOTE: Some of these interpretations and calculations
in doubt whatever a purchase on a gas station is food or fuel ai
this however is fully in compliance with ESRS when better inforn
complaince as long as the most conservative values are used, cf

‘With the addition of just a few of percentages of your value ch
can often gain greater precision AND as a result also show fewe
value chain companies are added, due to our system them beirs
emissions factors, just as there may be value chain transactions
offsets or circular emissions that are otherwise counted more tf

Do you need help? Write to support@ESRS.tools or if an emergend

Log# 800_1053435 DK12345678

Accounting posting of DKK -389,75 at posting dats
“MICROSOFT 365",

(Note that the date above can be off by several days +/- from di

Financial period of validity: 2019.1.1-2019.12.31

Brief result:

Emissions Scope 3: 0,002494 tCO2e
Cost 41,85 EUR
Emissions/Cost: 0,00006 tCO2e/EUR

Explanation of interpretation:
From amount: -389,75 (-389.75)

From ‘currency’: DKK {0.13 EUR)
From ‘date”. 2019.01.02

emissions.

Page 1 of 27

ESRS.tools

Powered by Genetix Decision Intelligence

ESRS E1 Value chain for DK12345678 (Fictive:
(created 2023.09.19 08:41 UTC)

Below you find your value chain data as generated based on you

First you find below a table over how your company's emission are tg
chain (usually customers and investors).

As well, bBelow the suggested emails to your value chain links to get
identified via your bank transactions and which emissions they contri
system to analyse their transactions, and which you might contact tg
interpretation of these value chain links in advance, or leave it to thef

PLEASE NOTE: Your Scope 3 without any of your value chain linl
have for practical purposes poor precision and may show increas
transactions so conservative assumptions had ta be made (see E§

‘With the addition of just a few of percentages of your value chaig
can often gain greater precision AND as a result also show fewer
value chain companies are added, due to our system them being
emissions factors, just as there may be value chain transactions tf
offsets or circular emissions that are otherwise counted more thal

Do you need help? Write to support@ESRS.tools or if an emergency

Value chain downstream

Here you see the emissions you need to inform your value chain link

If you are sending negative emissions downstream, the recipient
request extra payment for ypur products based on the price of g
may of course not deduct them in your own total as well

Page 10l 15

ESRS.tools
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ESRS E1 result for DK12345678 (Fictive data for avg. 750+ FTE company)
(croated 2022.05.19 DB:41 UTC)

based on you

PLEASE NOTE: - » ESRS, but have far practical purpeses pacr precision and may show incressed
ermissions. due 15 acking wptions had 1o be 1 prir8o

Wiih the acklition of just a few of percentages of yous vakue chain, by having them aka use our syst D
ermissions. el for CQ2 tax purposes) the more valuss chain companies are added, due to our system them beirg allowed ta e less consenvative (= often teo big) emssions factors,
st a2 there may b vakse chain sransactions v i mere than ance.

Do yau need help? Wiite 10 support BESRS took or i an emergency call ~45 7172 2908
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Compliance (% of economic activity categorized) rule-of-thumb: Accountant (>95% = green), ESRS (80-95% = yellow), non-compliance (<80% = red)

85.6

88.7

Emissions (tCO2eq)

2020.5.1-2021.4.30

Scope1

[ Scope? location-based

L

2021.5.1-2022.4.30

I Scope? market-based

2022.51-2023.4.30

B Scope3

I Unknown location-based

2023.51-2023.7.31

Unknown market-based



Accounting Period: 2020.5.1-2021.4.30

ESRS Disclosure Requirement

Value Unit
Compliance Percentage, Total (Note: Not official ESRS DR, but gives indication of how likely ESRS data-compliance is) 85.6 %
percentage of economic activity categorized (rule-of-thumb; ESRS demands 80%, accountants 95%), calculated as
1 minus
(E1-X1b : Unknown net revenue + E1-X2b : Unknown net cost)
divided by
(E1-X1 : Total net revenue + E1-X2 : Total net cost)
Compliance Percentage, Revenue (Note: Not official ESRS DR, but gives indication of how likely ESRS data-compliance is) 88.7 %
percentage of economic activity categorized (rule-of-thumb; ESRS demands 80%, accountants 95%,), calculated as
1 minus
E7-X1b : Unknown net revenue
divided by
E1-X1: Total net revenue
Compliance Percentage, Cost (Note: Not official ESRS DR, but gives indication of how likely ESRS data-compliance is) 64.5 %

percentage of economic activity categorized (rule-of-thumb; ESRS demands 80%, accountants 95%), calculated as
1 minus

ET-X2b : Unknown net cost
divided by

E1-X2 : Total net cost

'Where good data is

calculated as

E1-X1 : Total net revenue (Note: Not official ESRS DR, needed for calculation) | I a Cki n g’ S p e n d Ca Se S

E71-X1a : Known net revenue +

E7-X1b : Unknown net revenue | are made on the

E1-X1a: Known net revenue (MNote: Not official ESRS DR, needed for calculation)

E1-X1b : Unknown net revenue (Note: Not official ESRS DR, needed for calculation) | ‘ u n kn ow n’ a m 0 u ntS’ |

ing the
E1-X2 : Total net cost (Note: Not official ESRS DR, needed for calculation) . wo rse n I n g

calculated as

El1-X2a : Known net cost +

| compliance score.

E1-X2a : Known net cost (Note: Not official ESRS DR, needed for calculation)

E1-X2b : Unknown net cost (Note: Not official ESRS DR, needed for calculation)

4,043921.5 EUR

248,603.4 EUR
455,318.1 EUR
601,633.5 EUR
87,7558 EUR
213,877.6 EUR



E1-6.44a.45a.48a : Gross Scope 1 GHG emissions 116.7 tCO2eq

E1-6.44a.45a.48b : The percentage of Scope 1 GHG emissions from regulated emission trading schemes AI I ES RS D i SC I o S u re 0.0 %
[ [
E1-6.44b.45b.49a : Gross location-based Scope 2 GHG emissions (Note: Based on grid average emissions, as per GHG Protocol gui Re q u I re m e nts a re I I Ste d
E1-6.44b.45b.49b : Gross market-based Scope 2 GHG emissions (Note: Based on actual contracted emissions, as per GHG Protocal g e o
5 and their calculation as
'well as sources

plained in details.

E1-6.44c.51.X3 : Scope 3 goods transportation emissions (Note: No longer official ESRS DR, kept from ESRS E1 draft April 2022, point 48 - .

86.4 1CO2eq

90.8 1CO2eq

E1-6.44c : Gross Scope 3 GHG emissions (These may be best explained by the World Economic Forum)

E1-6.44¢.51.X1 : Scope 3 upstream purchasing emissions (Note: No longer official ESRS DR, kept from ESRS E1 draft April 2022, poi

E1-6.44¢.51.X2 : Scope 3 downstream sold products emissions (Note: No longer official ESRS DR, kept from ESRS E1 draft April 2022, ex

E1-6.44c.51.X4 : Scope 3 travel emissions (Note: No longer official ESRS DR, kept from ESRS E1 draft April 2022, point 46 for your convenience)

E1-6.44¢.51.X5 : Scope 3 financial investments emissions (Note: No longer official ESRS DR, kept from ESRS E1 draft April 2022, point 46 for your convenience)

E1-6.44d.52a.X1 : Initial total location-based GHG emissions (Note: Not official ESRS DR, needed for calculation)
calculated as
E1-6.44a.450.48a : Gross Scope 1 GHG emissions +
E1-6.44b.45b.49a : Gross location-based Scope 2 GHG emissions +
E1-6.44c : Gross Scope 3 GHG emissions

E1-6.44d.52b.X1 : Initial total market-based GHG emissions (Note: Not official ESRS DR, needed for calculation) 327 tCO2eq

calculated as

E1-6.44a.45a.48a : Gross Scope 1 GHG emissions +
E1-6.44b.45b.49b : Gross market-based Scope 2 GHG emissions +
E1-6.44c : Gross Scope 3 GHG emissions

E1-6.53.54.49a : Location-based GHG intensity per net revenue 0.00013 tCO2eq/EUR
calculated as

E1-6.44d.52a.X1 : Initial total location-based GHG emissions
divided by

E71-X1a : Known net revenue

E1-6.53.54.49b : Market-based GHG intensity per net revenue 0.00013 tCO2eq/EUR

v
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According to ESRS the entire value chain must be considered, at least in brief - Automated ESRS
the undertaking shall include material impacts, risks and opportunities
connected with its upstream and downstream value chain(s).

o R

Customer 1

Automated ESRS’s E1 module empowers your value chain (scope 3) with correct

calculations and insights on suppliers (tier-1 to tier-n) GHG/carbon footprint and
provides a baseline to comply with regulations.

J

Collecting carbon data down the supply chain accurately and reliably continues Silieares Do)
to b lex chall but at th ti id | benefit e
o be a complex challenge, but at the same time provide several benefits, ESRS requirements
including better data and improved calculation methods.
— «—
By analyzing each step of the value chain, companies can identify and prioritize
areas where they can reduce their carbon footprint and implement more Tier-1 suppliers [ [T = - > P —
. . . . . . . f], X '¢ X TJ, X T‘
sustglnable practllces. This can result in a more a.ccurate calf:ulatlon of emissions, o2 supptiers % A 5
leading to EFRAG's acceptance of less conservative calculation methods, which - ” ” "
can reduce the total emissions and the amount of CO2 tax. Tier-3 suppliers > [ETIIISS ; 2 el supplier By
ty et X t1
.

J
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Full
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Chain
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impacts, risks and opportunities connected with the undertaking through its direct and indirect business relationships in the upstream and/or

material impacts, risks and opportunities connected with its upstream and downstream value chain.

| Source: https://ec.europa.eu/finance/docs/level-2-measures/csrd-delegated-act-2023-5303-annex-1 en.pdf#page=12

The information about the reporting undertaking provided in the sustainability statement shall be extended to include information on the material

downstream value chain (“value chain information”). In extending the information about the reporting undertaking, the undertaking shall include



https://ec.europa.eu/finance/docs/level-2-measures/csrd-delegated-act-2023-5303-annex-1_en.pdf#page=12

Viewing the value chain hierarchically can be misleading as it can
oversimplify the complex relationships and interactions between different
actors in the ecosystem. A transparent value chain matrix that considers the
entire ecosystem can provide a more accurate and comprehensive \
understanding of the value chain. Sufapr:leert?;;he

-

A value chain matrix can help identify the various inputs, outputs, @ e bt
(bottlenecks and loops) and stakeholders involved in the production and
delivery of a product or service. By mapping out the value chain in this way,
companies can gain a better understanding of the different actors involved
and their respective contributions to the value chain. This can help identify

3 c 2 3 Supplier directly L : Supplier directly
areas.whe?r.e collaboration angl partnersh!ps can be established to improve i S B ST 1 e BTG
sustalnablllty and reduce environmental ImpaCtS. requirements + supplier ﬁ XL/ requirements + supplier

at the same time = ‘ at the same time

A transparent value chain matrix can also help companies identify
opportunities for innovation and new business models that support
sustainable development. For example, by analyzing the entire ecosystem,
companies can identify new markets and customer segments that are more
environmentally conscious and willing to pay a premium for sustainable supplier atthe
products and services

H same time h
Overall, a transparent value chain matrix can provide a more accurate and . . /

comprehensive understanding of the value chain, enabling companies to QLA ut
identify opportunities for sustainable development and build more effective Automated
partnerships and collaborations across the ecosystem.

supplier at the

me time
-

—

Q —/+coz J&




Automated ESRS offers a sophisticated solution that seamlessly
enables automated data collection, insightful data interpretation, and
comprehensive visualization of insights across the myriad tiers of an
organization's value chain.

Intelligently mapping, storing, and sharing critical information, within
the confines of legal parameters, bolsters the level of transparency
permeating throughout the entire business ecosystem.

By placing your organization within the value-chain matrix, Automated
ESRS unifies the enterprise and its broader ecosystem. This matrix
becomes instrumental when Automated ESRS undertakes the
allocation or adjustment of CO2 equivalent emissions among the
various parties involved.

The matrix is initially translated into a problem statement in line with
ESRS disclosure requirements. Subsequently, this problem statement is
amalgamated with the collected data to delineate the comprehensive
outcome.

The matrix adopted in the process of calculating the result undergoes
constant iteration. This iterative process continually evolves in tandem
with the ESRS disclosure requirements and pertinent information
extracted from the data, allowing access to additional context-based,
value-adding information.

All transaction data up to 5 years back are considered in relation to
each other, as well as in relation to anything already known in the
system about any of the value chain links.

The datasets utilized within the Automated ESRS framework are
generally so extensive that even the most advanced supercomputers
of today would be tasked endlessly with their analysis, if not for the
structured matrix setup.

With this matrix serving as its fundamental input, Automated ESRS
conducts a visionary analysis of the entire matrix. It effectively
identifies any bottlenecks that must be addressed to achieve, at
minimum, the ESRS compliance requirements.

Furthermore, Automated ESRS pinpoints negative or positive feedback
loops in the value chain. These are situations where a fluctuation in
value, due to goods, products, or services moving within the chain and
causing changes in CO2 equivalent emissions, could trigger a series of
events that exponentially increase the value. Such insights can be
leveraged for further optimization of the value chain.

The Automated ESRS solution maintains a comprehensive repository
of information about the entire process. This ensures that all
transactions, calculations, and interpretations can be traced back to
their original source, facilitating both transparency and accountability.



Value chain downstream

Here you see the emissions you need to inform your value chain links about, so they can integrate it in their Scope 3 emissions.

If you are sending negative emissions downstream, the recipient is allowed to deduct them and you can possibly request extra payment for ypur preducts based on the price of equivalent som of carbon credits, although then you may of course not deduct them in your own total as well.

Accounting Period: 2020.5.1-2021.4.30

Scope 3 to this value chain link Value chain link info, as taken from bank transaction

36.2 tCO2eq INTEREST

0.000132 tCO2eq/EUR

0.00045 tCO2eq RETURNS FROM SUPPLIERS

0.000067 tCO2eq/EUR

0.002243 tC0O2eq INSURAMNCE PAYOUT

0.000015 tCO2eq/EUR hat SCO

14.06 tCO2eq INVESTMENT p e 3 CO 2 O u
0.000057 tCO2eq/EUR

oo o 'need to report to your

0.000187 tCO2eq Customar A do Wn St

0.000185 tCO2eq/EUR rea m va ,Ue h °

0.03 tCO2eq Customer C c a ' n
0.000255 tCO2eq/EUR

(anybody You deliver to

Or who invests jn

you)
Made clear here. Jis




The value chain result delivers an overview of all the tier 1 suppliers and tier-1 customers of the company for each of accounting periods, found
through the transactions of Company.

A field provides an auto-generated draft email from the company that the employee can edit and send if desirable, just as they can change the email
address used to send.

Using bookkeeping data we can map the value chain globally, where a value chain link is outside EU when not using bookkeeping, this will be noted,
and the company will need to use whatever data the supply chain link can provide or rely on Automated ESRS Scope 3 estimation — this last option still
results in compliance just with less precision. The value chain links within EU now begin onboarding Automated ESRS, in the same way as the company
did.

After sending the messages, or if a value chain link has already provided data (due to being part of another value chain using Automated ESRS), the
overview is every day updated with information about how many other value chain links are connected to the link in question, and how many of these
have provided data. Each time new data is provided, the Scope 3 of the company and all connected value chain links in Automated ESRS can be
updated.

To protect all companies involved, this overview does not contain information about the identity of value chain links beyond tier 1/-1, only the number
of value chain links in the other tiers (until the EU border is hit) - but it does give a good understanding of the EU value chain’s size and complexity.

This overview also allows the company to contact the tier 1/-1 value chain links that have not yet provided good data - or who have sub-tiers who have
not provided data - and can as such ‘poke’ down and up through the value chain to ensure as many as possible provide data before the final deadline.

That some value chain links do never provide - or that the value chain hits the EU border and as such lacks data from there - is not a problem as these
will be estimated by Automated ESRS based on the transactions of the entire remaining value chain. And as long as just the major links provide data,
this will still be enough for a high data quality rating and as such acceptable for ESRS until 2029 (after which the entire EU value chain must always be
mapped).

As such, with a few clicks, a login or export from your bookkeeping system, a few days waiting and perhaps some poking of sluggish tier 1/-1 value
chain links, an almost complete Scope 3 for the value chain has been created - and the more often this is done, the easier it will be for all parties.



Below you find suggestions to different mail you send about this to your value chain links, as well as an overview over the value chain links and the information your bank transactions give about them.

Suggestion for email to value chain links - they pay themselves (danish / english):

EMME: Lovpligtige data til ESRS gnskes fra jer snarest

Kasre [virksompeadaz

Med venlig hilsi
[Dit navn]

[Firmanavn]
E-mail: [Din e-

Med venlig hilsen,
[Dit navn]
Test-virksomhed DK12
E-mail: [Din e-mail]
TIf.; [Dit telefonnummer]

i logge ind med jeres CWR

ESRS data til en lav pris.

bg logge ind med jeres

hdnd betalt for jer.

SUBJECT: Statutory data for ESRS is requested from you shortly

Dear [business name],

We use ESRS.tools to collect data for our EU statutory ESRS declaration. We therefore ask you to go to esrs.tocls and log in with your Business ID
as well as the email this letter is sent to.

The analysis of your transactions automatically improves the quality of our Scope 3 analysis and give you a lot of ESRS data at a low price.

All data is treated confidentially by the analysis system and cannot be seen by us or ESRS.tools staff.

Thank you very much in advance.

Best regards,

[Your name]
[Company name]
E-mail: [Your e-mail]

Phorne: [Your phone number]

SUBJECT: Statutory data for ESRS is requested from you shortly

Dear [business name],

We use ESRS.tools to collect data for our EU statutory ESRS declaration. We therefore ask you to go to esrs.tools and log in with your Business
ID as well as the email this letter is sent to.

The analysis of your transactions automatically improves the quality of our Scope 3 analysis and is free for you - we have paid in advance for

you.

All data is treated confidentially by the analysis system and cannot be seen by us or ESRS.tools staff.

Thank you very much in advance,

Best regards,

[Your name]
[Company name]
E-mail: [Your e-mail]

Phone: [Your phone number]



Toble of value chan ks for DK12345678. |Scope 3 upstream is
[ J [ ]
Accounting Period: 2020.5.1-2021.4.30 f S p e C I f' e d (0 n e d C h
Scope 3 from this value chain link Value chain link info, as taken from bank transaction S u p p I i e r — t h e
most

0.001023 tCO2eq Supplier A
0.000066 tCO2eq/EUR -
0.08 tCO2eq Supplier C tell'ng are ma rkEd
0.000128 tCO2eq/EUR
[ ]
0.02 tCO2eq INTEREST W ' t h
0.00043 tCO2eq/EUR ( o l u e a n d
|
0.009473 tC0O2eq FOOD DELIVERY
0.000013 tCO2eq/EUR ca n prefe ra I l I
1,053.0 tCO2eq Supplier B | y e
0.06 tCO2eq/EUR

|8iven their own run

Important for an improved result!

0.63 tCO2eq COMSULTANTS Of A t

0.000347 tCO2eq/EUR u o m a te d ES RS
°

0.003236 tCO2eq BANK FEES - . . » >

0.000015 tCO2eq/EUR [ ' -

0.54 tCO2eq ELECTRONICS PURCHASE
0.01 tCO2eq/EUR

liers
EUR makes each suppli¢
co2e/ emissions,

Important for an improved result!

E:E;SE;EFSOEeq,‘EUR e !. di re ctly co m p a ra bl e O n

L w | Wwhereas a big tCO2eq may just
Z::i:ij::;ozeqﬁUR ELECTRICITY mean you buy a |ot from them‘

0.000064 tCO2eq/EUR
3.98 tCO2eq CAR RENTAL COMPANY 1 Mo reaction yet.
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https://ec.europa.eu/commission/presscorner/detail/en/qanda_23_4043

The Analysis Log provides complete transparency into the way
Automated ESRS has collected, read, interpreted and calculated each
transaction.

Each log entry contains key data to allow it to be found in net banking or
similar account overview, allowing testing that all transactions have been
collected. The assumed accounting period is also listed here.

Each entry also contains an overview of what was found in regular and
meta data (called “details”), as well as what the bank’s categorization
system assumes the transaction to be.

The log entry continues with a description of the ESRS and possibly other
rules covering the interpretation and calculation of the transactions
impact.

Following this is the actual calculation, explained in detail and with

reference to the sources used — and with these sources linked just below.

In this way the calculation can always be checked.

After the calculation is a list of exactly which entries in the results table
that the final calculations have modified.

The transparency and full details allow users to fully understand how
Automated ESRS understood and used a transaction, and as well allows
users to change the final result they use by removing the modifications

listed for the transaction and instead make their own. Since this is a
deviation from the approved method of ESRS reporting that Automated
ESRS get approved by EFRAG, each such change should be noted in the
published period report.

This information is on Microsoft Azure's servers as well as in the PDFs
and require the company’s password to decrypt. If you want to show
these data to anybody else you can print the PDF files, take a screenshot,
share your screen on Teams or similar — in any case our support cannot
see this information without your help.

Note that some of these interpretations and calculations may look weird
or wrong, such as the system being in doubt whatever a purchase on a
gas station is food or fuel and then just takes the emission-wise worst
option - this however is fully in compliance with ESRS when better
information is lacking, where the calculation is still in compliance as long
as the most conservative values are used, cf. ESRS point 89 (1).

In total this allows full EU accountant audit of all Automated ESRS results.

The methods and logic behind the choices of Automated ESRS are
explained in the next chapter.

1) ESRS, 31st July 2023, page 14



https://ec.europa.eu/finance/docs/level-2-measures/csrd-delegated-act-2023-5303-annex-1_en.pdf#page=15

Log# 805_10425_DK30400007

Transaction of DKK -246,04 at date 2023.08.01 with transfer text “OK Fangel”.

(Mote that the date above can be off by several days +/- from date shown in net banking interface)

Financial period of validity: 2023.01.01-2023.12.31

Brief result:

Scope 1 emissions: 0,059419 1C02eq

Energy: 0,234596 MWh

Muclear Energy percentage: 0%

Renewable Energy percentage: 0%

Cost: 33,03 EUR

Scope 1 emissions/Cost: 0,001799 t002eq/EUR

Explanation of interpretation:
From amount: -246,04 [-246,04)

rom “date 2023.08.01
From destination:
‘text’: OK Fangel

From details: OK Fangel

The system interprets this as diesel fuel for medium carfor interpretation.
Without further indications this may alse be e.g. foed or EV charging bought at a gas station, but according to EFRAG [developer of CSRD/ESAS) when |acking certainty the worst case is to be assumed.
For payments to a fuel company (the bank data do not always tell if it is an EV charging station or similar), the worst case is 100% mineral diesel,

Having the seller also use our system, so we can use the actual seller’s data, may significantly reduce this emission result.

According to EFRAG (developer of CSRD/ESRS), both energy and CO2e of vehicles owned or fueled directly by the organization belongs to Scope 1 emissions.

Looking up prices per liter ‘Diesel’ at source 2 = 11,18 DKK/liter on 2023/8/1,

liters can be found by dividing the amount with the price above, getting 22,01 liters.

Using source * 2 table ‘Fuels’, the worst case Diesel eqguals "Diesel (100% mineral diesel)” of 2,7 kgCO2e / liter,
22,01 liter * 2,7 kgCO2e / liter = 5941832 kg CO2e = 0,039419 t002e,

Using source * 2 table "Fuel properties’, ‘Diesel (100% mineral diesel]’ has 10,66 kWh / liter,

2201 liter * 10,66 KWh / liter = 234596279 kWh = 0,234596 MWh,

Cost = 245,04 DKK = 33,03 EUR,

‘Diesel {100% mineral diesel)’ has no renewable compenent, so renewable energy is 0 MWh = 0 %,

Source M: Driviraft Danmark, Diesel

Source *2: Greenhouse gas reporting: conversion factors

The following have been added to the total ESRS result:

0,059419 1C02eq has been added to E1-6.44a.45a.453 : Gross Scope 1 GHG emissions.
0,234596 MWh has been added to E1-5.37a.38b : Fuel consumption from crude oil and petroleum products.
33,03 EUR has been added to E1-X2a : Known net cost.

Transactions from fuel
stations often provide
a lot of meta data, but

even when they do not
the name of the

Supplier and the date

are often enough to
make a conservative
daverage estimation
that results jn ESRS
compliance.
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Many companies are looking to leverage advanced technology to automate
some of the forthcoming compliance challenges they face.

Applying intelligent technologies at scale appears to be a promising answer to
the struggles companies face today - and yet chances are that they still aren’t
adequately supporting the organization’s needs for insight and automation to
ensure ESRS compliance.

Organizations have turned to well-known methodologies and technologies, but
often these technologies alone are usually not enough and only delivering half
solutions. Either they are automated OR they are compliant. With Automated
ESRS companies get access to a solution that is automated AND compliant.

Decision intelligence is originally an engineering discipline that augments data
science with theory from social science, decision theory and managerial
science.

The basic idea is that decisions are based on our understanding of how actions
lead to outcomes. Decision intelligence is a discipline for analyzing this chain of
cause and effect, and decision modelling is a visual language for representing
these chains.

 Reporting (possibl also through partners, own B, etc)
—
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The advanced Genetix Decision Intelligence (GDI) technology behind
Automated ESRS is based on state-of-the-art decision intelligence
software, a proprietary value chain mapping, simulation and
optimization software developed by engineers and computer scientists
from Danish University of Technology (DTU) and Niels Brock Business
School since 2007 in cooperation with major infrastructure companies,
experts from IBM and German universities.

The solution leverages and enhances transaction data from ERP systems
or bookkeeping systems, interfacing them with GDI through Microsoft
Azure™ to simulate extremely complex situations and

B EFRAG

derive answers from the results —in this case analyzing the likely ESRS-
relevant relations between transactions in value chains.

Since GDI does not use machine learning or similar convoluted
technologies, every single step and source can be provided for audit — a
feature the ESRS law-designing EU entity EFRAG appreciates, since the
combination of bank transactions/bookkeeping as data and full
transparency reduces greenwashing (willfully or by accident) greatly.

The only downside to using GDI for this purpose, is the high processing
cost, which is still however often lower than competing alternatives.



Highly advanced technology using natural language processing and
probability where data is uncertain

* The combination of high quantities of transaction details and
bookkeeping data (incl. accounting documents) and GDI’s capability
of finding order in extreme complexity makes Automated ESRS
unique.

* The solution leverages the capabilities of natural language
processing (NLP) and text analytics to translate between languages
in the data and the texts. Effectively, the role of NLP is only to help
GDI (which only understands English) read the data, nothing more.

 Automated ESRS is looking not only at the single transaction itself,
but also its relation to other transactions (incl. repeated dates,
frequency) providing an overview of the entire value chain and
ecosystem allowing each transaction to be related to data in other
accounts, as well as the ability to look up data on the internet and
in databases. Automated ESRS’s ability to understand transactions
and relations - and look up data on the internet is the optimal
technological solution to support the ESRS requirements.

* This same information-relating feature allows the solution to use
probability tracing to key different transactions to each other and
quite accurately attribute revenue, energy and emissions through

the value chain by determining the likelihood of what costs relates
to what sales, and what invoices (even with no other determining
features than an invoice number) are likely to cover based on the
sum, date and involved companies alone.

The solution works with advanced compositions and calculations of
different types of data - depending on the nature of the ESRS
requirement - numerical calculations using various external
references for verification and validation - to further improve the
categorization of the data.

Compliant and easy to audit

ESG data of high quality (transaction/activity based)

All calculation models have been developed in close collaboration
and dialogue with EFRAG (EU’s developer behind the ESRS
framework) and the Automated ESRS solution has been pre-loaded
with the compliance instructions - both those written, publicly
agreed upon and discussed behind the scenes - governing ESG
reporting in general and ESRS in particular.

Auto-generated audit trail on interpretation and all numerical
calculations - the Automated ESRS solution stores information
about the process, making all
transactions/calculations/interpretations traceable to their origins.



Despite how far Artificial Intelligence-based technologies
have come, most Al platforms are rules-based. They work by
relying on the user to limit or filter out criteria and options
as a means of managing otherwise-overwhelming data and
choices. Too often, Al platforms merely generate statistics or
links to research with no context. And in the case of ChatGPT
and similar Large Language Models (LLMs) there is actually
nothing else than context; the model is just repeating things
it has seen before in similar context and acts accordingly.

Genetix Decision Intelligence (GDI) instead recommends
concrete actions on tough decisions, that are relevant to
each unique situation. This requires guidance, counsel,
situational awareness and context, in this ever-changing
world of ours. LLM is used only for translation to English,
where the risk it can pose is very limited and GDI can watch
for its mistakes and ask the user if not trusting the LLM.

A primary challenge in all decision systems is to give
everybody involved trust in the data, how it was handled,
and how the results have appeared. Without that context,
any kind of data is more a distraction than a value-addition —
and any algorithm based on such data becomes static,
sooner or later failing in a dynamic world.

“Our algorithms are, by and large, black boxes — they're
hard to interpret. They're not explainable. The
robustness and the safety constraints are not well
understood, and that erodes trust. That’s the shaky
foundation that we need to solidify. So, a lot of
theorists and theoretical computer scientists,
statisticians, and machine learning researchers are now
working on that very problem.”

- Dr. Fei-Fei Li
(Director of Stanford University's
Institute for Human-Centered Artificial Intelligence)



While using LLMs to interpret whatever a word could have a different
meaning, such as “Premium 98” being gasoline with added biofuel, the
understanding of how transactions act on each other is GDI’s own force,
stemming from its original use in optimizing infrastructure.

As such Automated ESRS take transactions and place them in a matrix of
NEEDs, PROVIDEs, REQUIREs and ASSETs, bound together through VALUE
relations that contain both the economic factor of currency and the

environmental factors.

(
All entities have REQIREMENTS for

and once all NEEDs are met the entity
releases its PROVIDEs to the entities.

meeting its NEEDs and allowing it ASSETs,

~\

(
PROVIDEsS are anything created or

secured by an entity, be it a product
from a machine, working time bought
with wages.

.

~\

J

&3

This allows Automated ESRS to not only understand which transactions
likely follow each other, and as such reconstruct the flow of emissions
through the scope 3 value chain, through several companies, but also

allows identification of emission loops where the same emissions might
get counted many times; just as an example imagine a steel works

producing raw steel, which in turn is made into bolts, which the steel
works the use for maintenance — should this then increase the emissions
of the steel, and in turn the bolts in an infinite loop? No, these should

only be counted once, and Automated ESRS ensure that.

e

r

NEEDs are anything consumed by an

\

entity, be it fuel, raw material, time, wages.

~\

J

(ASSETS can meet a REQUIRE, but is not

availability pool during the timespan the

consumed by it, but rather it is just not in the

REQUIRE is met. Good examples are people,
kvehicles, machinery and ongoing contracts. )

~\




Normal Optimization
[

Most optimization programs work by finding the most optimal value of a certain
scenario, and several different scenarios can then be run and compared — often the
combination options run in the thousands or millions, meaning most options are usually
not tried (simplified models) because it would literally take hundreds of years.

Instead, such optimizations are usually run by simplifying the factors involved and
making ‘ideal’ scenarios with less noise, giving results quicker but also with much less
precision and with the risk of the results simply being wrong when compared to the
actual complexity of reality.

GDI rather incorporates ALL options in parallel in ONE BIG SCENARIO, allowing all
possibilities in each scenario to be combined, so more optimal options can be chosen.

This is possible due to the matrix form of GDI data, all sorted into the NEED, PROVIDE,
REQUIRE and ASSET categories with known interactions. This allows short-cuts such as
bottlenecks and feedback loops to be detected, reducing the computational load (1).

Therefore, in GDI, rather than making a new scenario when a new requirement needs to
be added, it is simply added to the matrix as a new option to be compared and mixed
with everything else — this enables GDI to reach the right result.

1) Genetix Decision Intelligence Whitepaper, Version 1.1, edition 220421-1
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There are many sources that relevant data for a company’s calculation of e.g ESRS E1 (Scope 3) can originate from. The brief overview in this
chapter highlights the most frequent and most common data sources but is not exhaustive.

All sources and standards used are based on EFRAG approved recommendations. Where interpretation, assumptions or informed guesses must be
done, this is done in accordance with ESRS point 89 and as such within EU legislation.

Automated ESRS has been pre-loaded with the compliance/rules instructions - both those written, publicly agreed upon and discussed behind the
scenes - governing ESG reporting in general and ESRS in particular.

Besides bank transactions, Automated ESRS also uses external data sources such as UK government GHG conversion factors (2) (for the appropriate
year according to the accounting period), national databases and price data bases (gasoline, electricity etc.) with each linked to under the
calculation.

Sources are preferably drawn from open depositories, such as UK government GHG conversion factors, or at least databases widely available to
accountants. This makes the entire result auditable within each value chain link involved.

In addition, Automated ESRS leverages OpenAl's language model and utilizes it for a wide range of natural language processing tasks, including text
interpretation and generation — to help analyze and understand text inputs, generate responses, and provide information based on the context
given to it.

In total this allows Automated ESRS to calculate auditable Scope 3 data, including estimating Scope 3 emissions where data for whole companies
are lacking. All with a high data quality as long as more than 80% of the supply chain links provide data. Using data from directly within the supply
chain minimizes the risk of greenwashing or cherry-picking and at the same time is far more accurate than using sector or national averages.

1) ESRS, 31st July 2023, page 14

2) Greenhouse gas reporting: conversion factors 2023 - GOV.UK (www.gov.uk)



https://ec.europa.eu/finance/docs/level-2-measures/csrd-delegated-act-2023-5303-annex-1_en.pdf#page=15
https://www.gov.uk/government/publications/greenhouse-gas-reporting-conversion-factors-2023

Transaction/bookkeeping data is of useful quality

Transaction data is recognized

Transaction is categorized

The transaction can be categorized

based on a conservative probability
calculation

The CO2 emission and energy is calculated based on the
specific content and value chain, ,
or statistics (in that order)
(in accordance with ESRS and EFRAG)

The CO2 emission from the transaction is placed in
scope 1, 2 or 3 based on category

GENETIX
COMPUTING

Transaction data is not recognized

The transaction cannot be categorized
based on a conservative probability
calculation

The transaction will be categorized
on a worst-case scenario

The CO2 emission and energy is
calculated based on an average of
similar or total transactions, either cost
or turnover



https://ghgprotocol.org/life-cycle-databases
https://www.gov.uk/government/publications/greenhouse-gas-reporting-conversion-factors-2023

We often get questions about how specific transactions are prudently translated into CO2 emissions by Automated ESRS, especially where there can be
doubts when ESRS point 89 come into use. We have included a few such examples below, more are found in the FAQ chapter.

1) ESRS, 31st July 2023, page 14

Flights and hotels on the

Gasoline and food Electricity and natural gas : Electric taxis
same transaction

All transactions from gasoline Consumption of electricity Flights often cannot be Driving with electric taxi

stations are treated as and natural gas look the separated from hotels on cannot be identified if the

gasoline - even if the money same in the transaction. transactions. Automated taxi company has not

was spent on e.g. food. Automated ESRS use the ESRS assumes everything has included the information on
highest level of CO2 been spent on flights. the transaction data. Here it
emissions of electricity and is assumed that the CO2
natural gas in the calculation emissions are the same as
to stay conservative. for an average taxi.

B % 4 > E ==


https://ec.europa.eu/finance/docs/level-2-measures/csrd-delegated-act-2023-5303-annex-1_en.pdf#page=15

Question: How do you calculate CO2 emissions from petrol?

The bank has already guessed that this is "Fuel". By searching in the message text
etc. our system confirms this by “UNLEADED 95" - we now also know what kind of
fuel it is.

The "message" shows the real consumption date (November 6, 2022), as well as
two numbers that can both be liters and DKK/litre. The daily price is looked up
whereby 17.58 is identified as litres CO2e per liter is looked up in the GHG
protocol, and it is all calculated together.

Automated ESRS look up the daily price via Drivkraft Danmark (1) on the date of
the transaction, after which it knows the other number must be the amount: 22.9
litres.

CO2e is looked up in (2) under the tab "Fuels" where UNLEADED 95 (which
includes E10) is known to correspond to "Petrol (average biofuel blend)" and thus
having 2.16 kg CO2e / liter. The 21.9 liters thus gives 49.464 kg CO2e = 0.049464
ton CO2e.

Both CO2 and energy from fuel tanked on the company's cars must be included in
the company's Scope 1.

Same source as above under the “Fuel properties” tab gives 9.52 kWh/liter. The
22.9 liters thus give 218.008 kWh = 0.218008 MWHh.

1) Drivkraft Danmark, Benzin 95 Oktan

2) Greenhouse gas reporting: conversion factors 2023 - GOV.UK (www.gov.uk)

Log# 1024_120532_DK12345678My_account

Transaction of DKK -278,37 at date 2023.04.21 with transfer text “OK Fangel”.
(Note that the date above can be off by several days +/- from date shown in net banking interface)

Financial period of validity: 2023.04.01-2023.06.30
Brief result:

Emissions Scope 1: 0.045464 tCO2e
Energy: 0.218008 MWh

Renewable Energy: 0.00 MWh
Renewable Energy percentage: 0 %
Revenue: -33.25 EUR

Emissions,/Cost: -0.001488 tCO2e/EUR

Explanation of interpretation:

From amount: -278,37 {-278.37)

From ‘currency’: DKK (-37.37 EUR)
From ‘date’: 4/21/2023 12:00:00 AM
From destination:

‘text’: OK Fangel

From ‘message”:

'BLYFRI 95" ("UNLEADED 95')

286,03 (286.03)

'22,9x%12,49' ('22.9 * 12.49')

'Rabat' = 7,66 ('Discount' = 7.66)

'AT BETALE' = 278,37 ('TO PAY' = 278.37)
‘Heraf udggr moms' = 30,62 ("Of this, VAT' = 30.62)

The Bank algorithm's suggestion is “Fuel”.
The systern interprets this as fuel, making it Scope 1.

According to , both energy and COZ2e of vehides owned or fueled directly by the organization belongs to Scope
1l

DKK 286.03 - DKK 7.66 ('Discount') = DKK 278.37, so DKK 286.03 is price without discount.

22.9 * 12.49 = DKK 278.37 (so either 22.9 or 12.49 must be price DKK per liter).

Looking up prices for 'BLYFRI 95' at source 2 = DKK 12.49 on 2023/4/21,

50 22.9 therefore must be liters.

Using source 2 table 'Fuels', BLYFRI 95 equals 'Petrol (average biofuel blend)’ of 2.16 kgCO2e / liter,
22.9 liter * 2.16 kgCO2e / liter = 49.464 kg CO2e = 0.045464 tCO2e.

Using source 2 table 'Fuel properties’, ‘Petrol (average biofuel blend)' has 9.52 kwh / liter,

22.9 liter * 9.52 kWh / liter = 218.008 kwh = 0.218008 Mwh.

Price with discount DKK 278.37 - VAT DKK 30.62 = DKK 247.75.

Revenue (if negative amount, of seller so cost) = DKK -308.99 = -33.25 EUR.

'Petrol {average biofuel blend)' has no renewable component, so renewable energy is 0 MWh =0 %.

Source A1:
Source A2:

The following have been added to the total ESRS result:

0.218008 MWh has been added to E1-5a.ii - Fuel consumption from crude oil and petroleum products.
0.049464 tCO2e has been added to E1-6aa - Gross Scope 1 GHG emissions.

33.25 EUR has been added to E1-6d03 - Known net cost.


https://www.drivkraftdanmark.dk/priser/benzin-95-oktan/
https://www.gov.uk/government/publications/greenhouse-gas-reporting-conversion-factors-2023

Company activity GDI data engine

Additional Based on the bookkeeping info/transactions the
value-adding software can also deduct that there is a related

Activity Bookkeeping I ESRS I and context- transfer of money to a private person's account,

Calculations this is concerning driving /mileage allowance.

based

Information If there were no driving allowances to the same
account/person earlier in the same year (tax year,

) NOT financial year) for more than 20,000 km, it is
Full audit log (and module) calculated according to the high rate, otherwise low

(Driving allowance - taxable and tax-free - Skat.dk)

The amount is divided by the rate to get the number
of km, in this case DKK 6,378.80 / DKK 3.70/km =
1,724.00 km. CO2e is looked up in the GHG protocol.

Data is checked for
errors and
irregularities + ESRS
key figures are

The cost is registered Data is collected
as a transaction in bigeln]

the bookkeeping and bookkeeping
aggregated with all system by

other financial data Automated ESRS caIcuIat.e.d and
qualified

Petrol is purchased A cost is generated

at a petrol station from the transaction If we have more data or a specification for mileage

allowance, the system can look up the vehicle on the
web, e.g. on www.nummerplade.net in Denmark.

|
I v
Korsel Sgren Sep
OCR data BOOkkeeper has also I Betalingstype: Kontooverforsel
. guessed on fue" Status: udfert
"pagingToken™: which is confirmed
transactions": [ . . I Fra konto: Danske Business One - 12942850
( likely by the selling
"accountId": ’ Tekst pd kontoudskrift: Korsel Soren Sep
"ZmEXODkyNzEtZjk2NS002Z3ViLTk5%6782t2TQ1Y czY C°mea“V s1D an.d I
mMyODMS5 £FR1C3REYXRhOmFuazF8bkx 5dXRx 21 Ywdnkwa “Premium 98” being Beigb 1 DIK: =6.378,80
E1SSW9wNnRDakVHenl1lUFMyem43UV12LUpWT3YwUS4w" Identlfled as petrol Baks: 27.09.2022
"amount": -291.0, The historical price of I i : .09.
Rentedato 27.09.2022
"pbalance": { .
"currency": "DKK", the day is |00kEd_Up I Reference: 5331227009
"value": 839,743.04 whereby 17.58 is
} . . ) il konto: 6620 0003946709
A identified as litres. I
2.juli 2022 12:21 "currency": "DKK", CO2e per liter Bank: CROR BANKIS
"value": 839,265.82 ; 5 ;
378707 33 o standard value is I Tekst pd modtagers kontoudskrift: Overforsel
"creationDate": "0001-01- looked up in the GHG
:00:00", P
Premium 98 318,02 Ncurrency": "DKK", protocol, and it is all I
17.58 x 18,09 "date": "2022-07-02", calculated together.
4 o "detail": {
Rabat -4,40 |
Loyalitets rabot
“Bjerggards Alle 6, I
5240 Odense N@, Danmark”,
AT BETALE 313,62 I

Heraf udgar moms 62,72


http://www.nummerplade.net/

Automated ESRS operates with a robust self-testing mechanism that
persistently compares its results with the totality of data accumulated
throughout its operational lifetime. It performs ongoing reality checks
to flag results that appear statistically unlikely, such as instances of
identical energy payments, or implausible scenarios like refueling
beyond the capacity at a gas station. These flagged cases are
scrutinized by human experts for validation. However, it's important to
note that in this process, significant company data remains encrypted
and scrambled, safeguarding confidentiality.

Transactional data varies significantly from one bank to another and
even between companies. Automated ESRS, while dynamic,
acknowledges its limitations in managing certain scenarios, such as
instances where banks provide only minimal character data. In such
cases, the system promptly signals the discrepancy to both the user
and our support team.

Automated ESRS' interpretation rules, materiality judgments,
calculations, and actual results are in a state of constant testing,
improvement, and refinement. Moreover, our processes and
outcomes are routinely reviewed by EFRAG, ensuring their relevance
in light of any changes or debates surrounding ESRS interpretations.
This assures that Automated ESRS is always compliant and up-to-date
with the latest ESRS requirements.

The quality of transactional data, irrespective of the bank, is best
sourced from Betalingsservice (1), a product offered by Mastercard
currently only available in Denmark and Norway. We remain hopeful
that this service will soon see a wider usage, allowing more accurate
and valuable data collection and interpretation.

1) Erhverv (betalingsservice.dk)



https://www.betalingsservice.dk/erhverv
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A. How does Automated ESRS work?

Automated ESRS has a data engine that collects data, interprets them
based on smart algorithms and look-ups in GHG data and on the
internet, and makes all calculations automatically, so you don't have to
input any data nor do the calculations manually.

By letting Automated ESRS do the work for you quickly and securely, you
can spend your time translating data into business decisions that
immediately create business value.

The calculator uses these steps:

* The data engine uses and collects your financial transaction data
retrieved via your ERP/bookkeeping system.

Automated ESRS then checks the data sources for errors and
deficiencies and categorizes the data so that they can be used for
calculation. The ESRS key figures are calculated, and the source data
is deleted immediately.

* The ESRS results are saved in the Microsoft Azure cloud, but behind
an encryption. Encryption in this way ensures that others cannot
read data, not even supporters or developers at Automated ESRS.

The results are saved together with information about the data
source and calculation for each transaction, so that an auditor can
revise the figures afterwards.

The company and its auditor have access to a log for the ESRS
calculations, where they can see how e.g. liters of petrol per
purchase is found from advice details, see the prerequisites for the
calculation and sources of factors, as well as the sample calculations.
You can also see which transactions, e.g. CO2 Scope 1, 2 and 3 are
summed up.

Your company can now use Automated ESRS's calculated ESRS key
figures for reporting or sharing with your stake holders.



B. How and what data does Automated ESRS retrieve?

For an Automated ESRS E1 process based on accounting material, you
must provide relevant accounting periods and accounts.

Data can be delivered in your preferred format and folder structure, via
email or secure Microsoft Azure drive including account statements with
dates, amounts, and transaction text. Attachments (invoices, receipts,
and payment summaries, including scans and photos with handwriting,
are accepted). Our system matches entries and attachments.

The data should also include a posting overview and references (like
document numbers) to associated documents. Attachments should
correspond with references, possibly using an attachment number or
filename.

The transaction data contains a comprehensive set of details which is the
foundation of the activity-based calculations. Automated ESRS calculate
ESRS data in a "locked data room®. The company's transactions and
advice are encrypted and locked away and cannot be seen by Automated
ESRS’ employees.

The data is stored on the servers for calculation purposes and will be
deleted upon the customer's request. When support is requested, our
employees can only see scrambled data: Full view of the transactions can
only be accessed by the company itself.

With Genetix Automated ESRS software, financial data can be combined

to automatically sort into sustainability metrics. Energy or carbon-related
transactions can be categorized into ESRS metrics. This automation saves
time and reduces reporting errors.

C. How does ESRS.tools ensure high data quality?

Automated ESRS ensures high data quality by using data sources and
calculation methods that meet EU legal requirements (ESRS):

The company's ESRS data is always calculated according to EU legal
requirements and the applicable standards. The data becomes
comparable over time, which enables you to effectively create and
follow up on action plans to improve your sustainability.

The risk of greenwashing is eliminated, as you avoid errors in manual
entries and data cannot be manipulated.

ESRS data are calculated using the company's bank transactions
(activity based), which - unlike data entered by yourself - cannot be
entered incorrectly or manipulated. This largely eliminates the risk of
greenwashing.

Automated ESRS also makes it easy for auditors to check the
calculations afterwards. Automated ESRS saves a log describing the
calculation with precise reference to recognizable transaction data
visible on your bank statement. The auditor can therefore check the
statement using the log and access to the company's bank
transaction data.



D. Which data sources does ESRS.tools use?

Besides the company’s transactions, ESRS.tools uses data a long list of
sources approved for use with ESRS, ranging from the EU

recommend GHG factors for each year (here linked for 2022) to publicly
available fuel prices, local power plant and airplane emissions, goods
transport emission databases, etc., all recommended under the GHG
Protocol.

All sources are listed in the Analysis Log for each transaction and
calculation where they are used, making the Automated ESRS result fully
auditable for the company (due to the encryption key tied to the
company, nobody else can access the analysis data).

E. How do | create business value using Automated ESRS?

By letting Automated ESRS collect and calculate your ESRS data quickly
and securely, you can spend your time translating data into business
decisions that immediately create business value.

With Automated ESRS you ensure that:

« The company's ESRS data is at all times of high-quality, auditable and
comparable over time.

*  You can quickly and with peace of mind use data for customer offers,
dialogue with investors, etc. or for internal strategy work.

* You have data to calculate CO2 taxes correctly.

* You can easily and efficiently create and follow up on action plans
based on Automated ESRS data.

* You no longer have to worry about greenwashing and errors in the
statements.

* Your accountant can easily and with high security audit the
calculation afterwards. You also significantly reduce the audit price.

F. Which legal requirements and standards are calculations based on?

Automated ESRS’s calculator follows the legal requirements set out by
EFRAG (CSRD/ESRS). It is continuously updated with new legal
requirements.

Automated ESRS helps you ensure that the statement is complete (all
data is taken from bank accounts and no transactions are forgotten) and
correct.

Automated ESRS is built on a technology that can recognize the content
of bank transactions and translate them into CO2 and energy
consumption. The precision of Automated ESRS calculation meets the
EU's (ESRS) requirements for data quality.

Automated ESRS automatically calculates data with 5 years of history
(provided that 5 years of transactions are available from your transaction
data).


https://www.gov.uk/government/publications/greenhouse-gas-reporting-conversion-factors-2022
https://ghgprotocol.org/life-cycle-databases
https://ghgprotocol.org/life-cycle-databases

G. It sounds too good to be true - what's not included?

Automated ESRS can handle all types of CO2 scope 1, 2 and 3 emissions
as well as related energy and revenue.

If there is an area where the calculator does not have sufficient
information to be able to categorize the transaction correctly, a
conservative assumption or average calculation will be made, so that the
CO2 calculation is cautious, as well as still in compliance with ESRS even
if not precise.

If in doubt, Automated ESRS will use the most emitting scenario and
note in the Analysis Log that it is unsure.

The following apply, for example:

* Transactions from filling stations count as fuel, if not specifically
recognized as something else. This also applies even if you have only
bought food or fueled an electric vehicle.

e If consumption of natural gas and electricity cannot be separated,
then the highest CO2 emission of the two is used in the calculation.

« If flight and hotel cannot be separated, then the entire amount is
assumed to be used for flight.

* Driving with an electric taxi cannot be identified, if the taxi company
does not itself note it in the payment data. In these cases, the CO2
emissions from an average taxi are used.

H. Security - Who can see my data with Automated ESRS?

Only the holder of the company’s encryption key can see the company's
data in Automated ESRS.

Automated ESRS is a locked solution where confidential data is machine
reviewed after the company's approval. Therefore, no people outside
the company can gain insight into the data. Nor can the Automated ESRS
support staff.

Collected transaction/bookkeeping data is deleted as soon as the
calculations are done.

Afterwards, only the calculated ESRS data and a log of the analysis are
saved. This makes it possible for an auditor to revise the calculation
afterwards if he or she has access to the company's bank transactions at
the same time.

For troubleshooting and support on Automated ESRS, scrambled data is
used, which does only reveal 3 ciphers of numbers and the first letter of
words, allowing the user to refer to them and ask questions but
supporters will need a screenshot or similar sent by email from the
company user to be able to understand the data.



I. How is CO2 calculated for suppliers, customers, etc. (scope 3)?

Automated ESRS can calculate Scope 3 (CO2 from/for the supply chain
and customers) using either current data from the suppliers’ financial
transactions or theoretical estimates, as dictated by the details of the
transaction data. Theoretical (but still ESRS compliant) estimates are
used for those suppliers who does not give Automated ESRS access to
their financial transactions, or who are outside the EU toll boundary.

Automated ESRS can follow the value chain all the way from top to
bottom (and through the loops, such as from farm over supermarket and
back to the farmer’s table — without counting any emission or energy use
more than once) and obtain data from suppliers, sub-suppliers, etc. In
this way, a very precise figure can be made for Scope 3. This requires that
the suppliers give Automated ESRS access to calculate on their financial
transactions.

If some suppliers do not grant access to their transactions, Automated
ESRS uses a classic (but still compliant) calculation based on LCA models
(life cycle models) and procurement categories.

It is far more accurate to use financial transactions (activity based) as in
Automated ESRS, than LCA models and models based on expenses
(spend-cases).

This is due to several factors:

LCA models and spend-cases are based on average considerations for
the given industry and thus do not take into account the actual
actions of the actual company. This ignores, for example, different
emissions as a result of changing seasons, the specific technology
and inputs used by the company and the dynamics of the markets

LCA models and spend cases can be based on many different best
practices and assumptions. As a result, output is not comparable with
other companies' calculations - just as output becomes difficult to
compare over time if approaches and assumptions change.

With the introduction of ESRS, the requirements for CO2 calculations
become more concrete, detailed, and restrictive. The company must be
able to document significant impacts for the entire value chain in detail.

Automated ESRS gives the company's value chain (Scope 3) the
opportunity for ESRS-compliant calculations and insights for all value
chain links (tier-1 to tier-n) - and thus the opportunity to effectively
comply with the ESRS legislation as well as prioritize, engage, and drive
emission reductions to achieve the company's goals.



J. Is Automated ESRS an Al/LLM solution? No, happily not.?

It's vital for us to set our solution (automated ESRS) apart from Al-driven
ESG/ESRS solutions — Automated ESRS is a Context-based solution. Our
unique approach is designed on the principles of Decision Intelligence,
centered on context within and around data.

We do NOT use OpenAl to directly interpret or calculate on customer
data, nor do we use it for finding sources or similar critical tasks — these
are all handled solely by our proprietary Genetix Decision Intelligence
(GDI).

We only apply the use of large language models (LLMs), primarily
OpenAl’s GPT-4 (1), to the financial transaction data to translate between
different languages and formulate documentation in a less technical
manner.

OpenAl, now heavily invested in by Microsoft (2), is never given access to
customer data, only abstracted and scrambled general examples or word
bits for translation.

In terms of generating reports, GPT-4 can transform raw data into
human-readable summaries or detailed reports, helping stakeholders
understand the company's ESRS performance.

Our GDI (Genetix Decision Intelligence) technology harnesses the power
of human-like cognitive thinking, infusing situational context into data.
This addresses the limitations commonly found in current algorithmic
techniques, which often face the challenge of their models becoming

static leading to incorrect or insufficient results, and current Al which has
a problem with ‘hallucination’ — basically inventing ‘facts’ based on
incorrect understanding of the context (3).

In contrast, Automated ESRS empowers our model with context-based
data and examples, ensuring more reliable and consistent outcomes -
combined with full transparency and audit trail.

Our Decision Intelligence technology provides a distinct advantage - as it
continually performs self-testing loops and raises questions about
unusual data inputs or unexpected data behavior/results. This insistence
on understanding context makes the automated ESRS solution highly
efficient and human-like in its reasoning abilities. This does not mean it
never makes mistakes, but that it is aware of them and honest about its
doubts. Our language model is continually guided along a streamlined
problem-solving path, allowing it to systematically explore multiple
outcomes in an organized manner.

Through our commitment to decision intelligence, we've addressed this
problem, providing not only valuable insights and outcomes but also
transparency and context. Enabling our solution to provide activity-based
calculations guaranteeing more accurate, faster, resource-efficient and
reliable results in a challenging ESRS compliance environment.

1) GPT-4 (openai.com)

2) Microsoft and OpenAl extend partnership - The Official Microsoft Blog

3) Are Al models doomed to always hallucinate? | TechCrunch



https://openai.com/gpt-4
https://blogs.microsoft.com/blog/2023/01/23/microsoftandopenaiextendpartnership/
https://techcrunch.com/2023/09/04/are-language-models-doomed-to-always-hallucinate/
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Automated ESRS is specifically designed to create
value for enterprise customers and key partners in
the ecosystem. With Automated ESRS, the impact
of cost reduction is of considerable magnitude, as
we leverage automation to streamline and
simplify ESRS processes. This empowers our
customers to focus their resources on value-
adding activities while ensuring compliance with
ESRS regulations and achieving their sustainability
goals efficiently.

The traditional manual approach to ESRS
operations involves manually gathering,
processing, and reporting ESRS data. However,
adopting an automated approach to ESRS
operations offers significant benefits over the
traditional manual approach. Automation enables
organizations to gain operational efficiency,
reduce costs, integrate diverse data sources,
automate tasks, and prepare for the next

Compliance Investments

PHASE 1 PHASE 2 PHASE 3
A COLLECT AUTOMATE . COMPLY
I
I
Gain Efficient ESRS operations [ .
Reduce costs I Sl t-o
Integrate diverse data sources gjzér‘ng:s;aé%r;
Automate ESRS tasks I
I
l
Traditional Approach Automated ESRS

= >
2023 Time 2030

generation of automated ESRS. By embracing automation, organizations also improve the accuracy and timeliness of their ESRS reporting while freeing
up resources to focus on data analysis, strategic decision-making, and driving sustainability improvement efforts.

Furthermore, to ensure compliance with the latest regulatory requirements, the development of Automated ESRS has been closely alighed with the
guidelines and standards set forth by EFRAG. This collaborative approach guarantees that the methods employed in Automated ESRS adhere to the
CSRD and ESRS requirements. Consequently, this allows auditors to conduct their assessments efficiently and effectively, ensuring the accuracy and

integrity of their audit reports.
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In tandem with the EU's forthcoming ESRS requirements, there has been
an increasing rise in focus on vendors in the market for ESG automation
software — that helps companies mitigate and document that they have
investigated risks of human rights violations as well as negative impacts
on the environment and climate at their suppliers.

Automated ESRS is an ESRS automation software solution based on
transformational and advanced technology focused on helping
organizations deliver a high automation degree of the ESG processes.
The purpose is making compliance and business value go hand in hand
through automation.

The Automated ESRS solution is a solution that enables organizations to
automate key aspects of the ESRS compliance process (60-90%) including
data management and disclosures accessed through an interactive,
secure self-service experience. This reduces business and compliance
risks.
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The key difference between Automated ESRS solution to other vendors
within ESRS automation is that:

 Optimal user experience - fast, easy and secure

* 100% ESRS compliance

* Lowest possible risk of green-washing and

 Real data from EU suppliers rather than industry-wide-estimates
 Methods, sources and assumptions aligned with EFRAG

This makes Automated ESRS solutions stand-out as the next generation
ESRS technology.

With the solution offered by Automated ESRS — companies can look
forward to making a significant reduction in the companies' costs for
development and administration of data capture and reporting. In this
way, companies continue to ensure access to the capital markets and
customers in the same way as today.

We bring together intelligent software, application development, and
automation to collect, calculate, analyze and report on ESRS data, which
in turn enables our customers to meet and exceed all ESRS requirements,
and more importantly, tap fully into the opportunities of open banking.
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As the ESRS E1 requirements necessitate data collection from your
supply chain, one of the key focus areas should be on optimizing data
sharing efficiency. In the evolving ESG solutions landscape for data
sharing, the decision lies between two options: Subscribing to multiple
networks/platforms to gather comprehensive supply chain data or
adopting a single unified solution like Automated ESRS for streamlined
and efficient data access and transparency from your supply chain.

Numerous efforts have been made to foster transparency among
companies for the purpose of sharing ESG/ESRS data. However, a
significant portion of these initiatives has faced many obstacles, and
none are without significant risks.

Many of these efforts demand companies to subscribe to exclusive
networks/platforms. This not only raises the entry barrier but also often
involves significant manual data input efforts as part of their processes,
unintentionally creating obstacles to smooth data engagement. As a
result, data capture processes are frequently encumbered by
constraints, incompleteness, and fragmentation, prompting the creation
of inflexible and manual solutions to counter these challenges.

Additionally, the complexity escalates as not all suppliers are
interconnected within the same network/platform. This results in the
need for companies to subscribe to multiple networks/platforms for
effective data sharing, engagement, and collaboration - inhibiting the
fluid exchange of ESG/ESRS data.
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Companies may find themselves entangled in a web of distinct platforms, each requiring its own set of efforts and resources.
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It's worth noting ESRS, being a set of statutory and undisputed regulations, simplifies adopting a unified solution compared to ESG in general,
mitigating the risk of incompatible methods in your value chain.



When it comes to ESRS E1 calculations, choosing the appropriate calculation method is pivotal. The two main methods are spend-based calculations
(LCA — life cycle analysis) and activity-based calculations giving two different approaches to carbon accounting.

The spend-based method
calculates carbon emissions
by considering the financial
value of a purchased good or
service and multiplying it by
an industry average emission
factor - providing a
simplified, generalized
perspective.

Spend-case based
method leveraging
secondary data
(averages value)

a

O+co2t1l

Activity-based method leveraging

On the other hand, the primary data (specific value)

activity-based method of
carbon accounting focuses
on collecting specific and
detailed data from across a
company’s entire value
chain - offering a much
more precise calculation
tailored to specific
attributes.

But in between the two there are several other different methods. Before our focus turns to examining the diverse methodologies available for
calculating carbon emissions, we need to understand an important concept. When determining which method to use, the GHG Protocol states that
preference should be given to methods that are more specific and accurate, particularly for more material purchases.

Consequently, it's crucial to emphasize the importance of elevating data quality within this context. In addition, also embracing the pivotal
differentiation between accuracy and specificity, looking on their distinct roles in the context of calculations.

By dissecting these crucial facets, we aim to provide a holistic understanding of the details involved in achieving precise and meaningful ESRS E1

calculations.



Distinguishing Accuracy from Specificity

Understanding the difference between accuracy and specificity is of
paramount importance. Specificity addresses how tailored your
calculations are to the unique attributes of your operations. More
specific data empower you to pinpoint, implement, and monitor
emissions reduction strategies that are finely tuned to your operations
and supply chain.

On the other hand, enhanced accuracy ensures that your emissions
data is error-free and reliable, bolstering your ability to closely
monitor the impact of your emissions reduction initiatives. This
distinction holds significant implications as you decide which
calculation method aligns best with your needs and feasibility.

Degrees of Accuracy

Striking a balance between these factors is crucial for meaningful
calculations. Ensuring data accuracy in your calculations is a
continuous journey. Over time, you can enhance accuracy through
diligent data collection, validation processes, and regular updates.

Factor

Definition

Emission Data
Source

Complexity

Accuracy

Specificity

Activity-based Method Spend-based Method

Calculates emissions based on
operational activities or processes
within an organisation

Collects data from various sources
including third-party suppliers

More complex approach due to the
need for granular data

More accurate as it directly
measures emissions from specific
activities

Providing a highly precise
calculation tailored to specific
attributes and characteristics

Incorporating feedback loops and refining methodologies based on real-world observations can also contribute to better accuracy in your calculations.

Scope 3 emissions calculations, the GHG Protocol outlines four different methods (plus Automated ESRS). These methods include:

1. Spend-based method

2. Average data (physical unit) method
3. Hybrid method

4. Supplier-specific method

5. Automated ESRS — a hybrid method of all of the above, always choosing the most ESRS complaint option based on the data available.



1. Spend-based method - a combination of primary activity
data on the amount spent on purchased products and secondary
emission factors for purchased products per monetary value.

Advantages

e Spend-based emission factors are typically very high level,
representing the average emissions per monetary unit spent on
products from a certain industry. The majority of companies that have
calculated Scope 3 emissions have been using the spend-based
method.

e It’s popular because the data is relatively easy to source. It also
provides calculations that are complete and consistent - though not
highly accurate or specific — but you can scale this approach without
too much difficulty across your operations and supply chain and begin
identifying carbon hotspots.

Disadvantages

e The ability to identify, analyze, and monitor emissions reduction
efforts related to purchased products is reduced when the spend-
based method is employed. Because the main way to reduce
emissions when a spend-based method is used is to reduce spending
(“buy less”); an option that is often simply not viable or not aligned
with wider business goals — and less emitting options are often more
expensive, hampering them in comparison even if they would really
solve a problem.

2. Average data (physical unit) method - a combination
of primary activity data on the mass or quantity of purchased products
and secondary emission factors for purchased products per unit.

Advantages

® The average data method seeks to close some of the gaps in the
spend approach. For example, with the spend-based approach, a
laptop is just a laptop. It reflects the emissions of the electrical
manufacturing industry overall. But the average data method allows us
to measure the difference between a MacBook and a Chromebook, for
example.

e This is particularly important when you want to account for more
sustainable options. If you buy a laptop that has been refurbished with
secondhand parts instead of a brand-new laptop, of course the
associated emissions should be lower. Spend-based wouldn’t reflect
this, but the average data method would because it calculates
emissions at a product level.

* Emissions factors are also more accurate with physical units because
we can use data from lifecycle assessment studies. With these more
accurate inputs, you get more accurate outputs.



Disadvantages

® The issue with the average data method is that many companies
don’t store information on the physical quantity of the goods that they
buy. This means there often needs to be an overhaul in the way they
track this information before they can even get started with this
approach.

e While this approach allows for more accurate emission factors, it
doesn’t really matter if the company can only tell you they purchased
1000 metal rods, for example. If you don’t know what those rods are
made of, you get none of the benefits in accuracy. This is one
downside compared to the spend-based approach: The majority of
companies don’t have the descriptive information available to scale
this methodology across their operations.

3. Hybrid method - a combination of supplier-specific activity
and emissions data and secondary data to fill gaps.

Advantages

® This approach goes a step further than the previous two and
incorporates emissions data from suppliers and allocates it to their
products. This is typically limited to their Scope 1 and 2 emissions data
at this stage because they’re the easiest to calculate and collect from
external bodies.

* The main advantage of the hybrid approach is that it is generally very
specific although not necessarily more accurate. By incorporating
primary data from your suppliers, you can see results that are more
reflective of your real carbon footprint than other methods. The
hybrid approach is most useful when the supplier produces only one
or very few products that are all quite similar, or where the intention
for using the emission factor is to replace a generalized spend-based
emission factor.

Disadvantages

e The downside of this approach is that it can result in misleading,
inaccurate results. For example, let’s say a company produces two
equally weighted plastic products, one made with 100% recycled
granulate and one with 100% virgin granulate. We have this company’s
Scope 1 and 2 data so we allocate that to all of their products.

The company sells two times as much recycled product than virgin
product, so 66% of the company’s total emissions are allocated to the
recycled product. The resulting “hybrid method” emission factor
shows that the recycled product is two times worse performing than
the virgin product.

Logically, this is nonsense: the recycled product should have
significantly lower emissions than the virgin product, based on the
embodied emissions of the raw materials. But the hybrid method can
obscure this fact.



4. Supplier-specific method - a combination of primary
activity data on the mass or quantity of purchased products from
specific suppliers and primary product and supplier-specific emission
factors per unit.

Advantages

e The supplier-specific method is highly accurate and obviously highly
specific to a company’s supply chain. It is the pinnacle of the
calculation hierarchy and is only used by the most advanced
companies in this space, and very rarely possible for the full value
chain.

Disadvantages

e While there are companies capable of doing the supplier-specific
method, there aren’t many at this stage yet. This is largely because
you don’t just collect data points from your suppliers, you also need to
do product foot printing, again and again as products change - which
consultants charge a lot of money to do. This creates a high barrier to
entry for most companies and makes this approach very hard to scale
in the short term.

5. Automated ESRS - a hybrid approach that draws utility from
all the various calculation methods above.

This comprehensive methodology leverages the strengths of spend-
based, average data, hybrid, and supplier-specific methods, ensuring
the necessary specificity and accuracy need for compliance. This
approach embodies our commitment to precise, tailored, and
forward-thinking ESRS E1 calculations.

Advantages

Rather than acting from a single method, the available data cross-
referenced with the ESRS rules dictate the approach, which is then
fully documented in an analysis log with all sources and possible
inaccuracies for the evaluation of each posting provided ready for
auditing.

By embracing improved data accuracy, selecting suitable
calculation methods, and exploring innovative approaches we can
collectively advance ESG/ESRS data transparency.

Disadvantages

Very hard to create programmatically, and as such very costly to
develop and maintain — cannot be done by internal IT department.

If not developed with great insight in ESRS, it may make serious
mistakes — however, if done with transparency such error are
quickly found and corrected.
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he selection between these approaches' hinges on company specific sustainability ambitions, including the desired accuracy, available resources, and
the specific objectives of the ESRS E1 calculation.

rom a high-level perspective two methodologies come to the forefront - the utilization of the spend-based (average values), the most prominent, and

the application of the activity-based calculations, the most accurate and specific.

When navigating the ESRS compliance landscape and given the complexity of this domain, it could be tempting to implement the less complicated
spend-based approach — well aware that it’s only providing a simplified and generalized perspective.

With the ESRS E1 becoming “mandatory”, the requirements for CO2 calculations will become more concrete, detailed, and restrictive. Consequently,
the choice of method is limited as companies must be able to document significant impacts for the entire value chain in detail.

S
e

1.

2.
3.
4

upply chain is specifically mentioned 31 times in ESRS and with the requirements its evidently very important to be able to share your data as
ffortless as possible to optimize your ESRS operation, as well as :

General impact and risk assessment -> collect actual supplier data for location, sector, etc.

Direct supplier engagement (T1) -> collect data about process, polices and relevant metrics

Supply chain mapping -> get a deeper understanding about what, where and how the input for your product or services are sourced

If no primary data is available, secondary data input can be used as a last resort but only for a transitional period of 3 years otherwise — supply
chain details in the sustainability statement should be feasible and within reasonable effort

There are circumstances where the undertaking cannot collect the information about its upstream and downstream value chain as required by
paragraph 63 after making reasonable efforts to do so. In these circumstances, the undertaking shall estimate the information to be reported about
its upstream and downstream value chain, by using all reasonable and supportable information, such as sector-average data and other proxies.

Source: https://ec.europa.eu/finance/docs/level-2-measures/csrd-delegated-act-2023-5303-annex-1 en.pdf#page=13



https://ec.europa.eu/finance/docs/level-2-measures/csrd-delegated-act-2023-5303-annex-1_en.pdf#page=13

ESRS E1 became mandatory, as Scope 1, Scope 2 and Scope 3 (where relevant) were added to the information that companies are to disclose about
environmental factors in the final text of the CSRD.

Disclosure Requirement E1-1 — Transition plan for climate change mitigation. The company must report on its transition plan to mitigate climate
change in accordance with this disclosure requirement. This must include a description of the efforts the company has already made and what it plans
to do in the future.

If the undertaking concludes that climate change is not material and therefore omits all disclosure requirements in ESRS E1 Climate change, it
shall disclose a detailed explanation of the conclusions of its materiality assessment with regard to climate change (see ESRS 2 IRO-2 Disclosure
Requirements in ESRS covered by the undertaking’s sustainability statement), including a forward-looking analysis of the conditions that could
lead the undertaking to conclude that climate change is material in the future. If the undertaking concludes that a topic other than climate
change is not material and therefore it omits all the Disclosure Requirements in the corresponding topical ESRS, it may briefly explain the
conclusions of its materiality assessment for that topic.

Source: https://ec.europa.eu/finance/docs/level-2-measures/csrd-delegated-act-2023-5303-annex-1 en.pdf#tpage=7



https://ec.europa.eu/finance/docs/level-2-measures/csrd-delegated-act-2023-5303-annex-1_en.pdf#page=7

Over the past 12 months Genetix has developed a solution, called

Automated ESRS, which aims to simplify, standardize, automate and
report on upcoming EU CSRD/ESRS E1 compliance requirements in a
high (financial) data quality, which requires traceable and auditable
data. The solution automates the retrieval of data and structures the
reporting. Out-of-the-box, the solution provides the fundamental
components required to support compliance regulations and data
security.

We have started with E1 (Climate Change) which, among other things,
contributes to the automation of the company's scope 1, 2 and 3, which
contains great value creation here and now for most companies, which
is available today.

Over the course of 2023 additional modules will be added to complete
the entire ESRS requirements — but with a stringent focus on data.

ESRS compliance is an ongoing journey, not a one-time project or
initiative, and consequently organizations need to prioritize ESRS as a
core aspect of their strategy and integrate it as a core component of
their business operation — to be better positioned to thrive in an
increasingly complex ESRS compliance space.

The Automated ESRS solution has been developed for creating an ESRS
data baseline through an automated data collection process and
calculation method (EFRAG), as we strongly believe (as stated
previously) everything starts with data - with the ESRS data baseline in
hand, organizations have a qualified starting point to ensure compliance
with the ESRS regulatory requirements.

To ensure that the ESRS sustainability efforts remain effective, it
requires regular updates and disclosures. By following this process with
a focus on operation and planning, organizations can identify relevant
sustainability indicators, set ambitious goals and targets, develop a
comprehensive action plan, implement the plan effectively, monitor and
evaluate performance, and continuously improve their sustainability
performance over time and report in a transparent and accurate
manner.

All this happens on Microsoft Azure™ servers within the EU, ensuring
GDPR compliance where relevant.

With all this it is now clear that Genetix can significantly help companies
automate their ESRS data and reporting, saving significant resources
and money, while at the same time strengthening the company's
competitiveness and reducing risks.



Feel free to reach out with any questions or considerations.
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