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This Materiality Assessment Guide for U.S. Dairy was produced by the Innovation
Center for U.S. Dairy (Innovation Center). Founded by Dairy Management Inc.
(DMI), the Innovation Center is an organization that works with leaders from
across the dairy value chain to align on pre-competitive priorities, drive progress
and speak with one voice. DMI and its related organizations work to increase
sales and demand for dairy through research, education and innovation, and to
maintain confidence in dairy foods, farms and businesses. DMI manages the
dairy checkoff which was created by American dairy farmers and is funded by
the nation'’s dairy farm families and those that import dairy into the U.S. DM,

the Innovation Center and its related organizations cannot and do not seek to
influence governmental policy or action.

The information provided in this Materiality Assessment Guide is informed by
industry-wide assessments and general analysis of marketplace needs and best
practices. The information provided is not based on actual assessments of your
dairy company’s operations or business needs. As such, the information provided
in this Materiality Assessment Guide should not form the basis for decisions with
financial ramifications without first obtaining appropriate professional, scientific,
and/or legal advice specific to your company.

The Innovation Center and DMI make no representations, warranties or
guarantees related to the information provided in the Materiality Assessment
Guide of any kind, express or implied, statutory or otherwise, and specifically
disclaim all implied warranties, including any warranties of merchantability,
noninfringement or fitness for a particular purpose, to the maximum extent
permitted by applicable law. In no event will the Innovation Center, DMl or their
affiliated entities be liable to any party for damages for loss of data, lost profits,
or any indirect, special, incidental or consequential damages arising from the use
of the information provided in this Materiality Assessment Guide, even if advised
of the possibility.

Reference to a commercial company or product in this publication does not
imply the endorsement of the Innovation Center. The material in this guide
may be reproduced and distributed without advance permission, but only if
attributed. If reproduced substantially or entirely, it should include all copyright
and trademark notices.

This guide contains references to and citations from the following guidance
publications (collectively “referenced guidance”): GRI 3. Material Topics 2021,
1. Guidance to determine material topics and European Financial Reporting
Advisory Group (EFRAG) IG1: Materiality Assessment Implementation Guidance
(IG1). Both GRI and EFRAG work to serve the public interest through the
standards and guidance they develop.



https://www.globalreporting.org/standards/download-the-standards/
https://www.globalreporting.org/standards/download-the-standards/
https://www.efrag.org/sites/default/files/sites/webpublishing/SiteAssets/IG%201%20Materiality%20Assessment_final.pdf

Foreword

The Materiality Assessment Guide for U.S. Dairy aims to help dairy
companies conduct their own materiality assessment based on the
2025 U.S. Dairy Materiality Assessment.

In 2024, the Innovation Center for U.S. Dairy conducted the industry’s third national
materiality assessment and its first double materiality assessment. A “double
materiality” approach harmonizes leading materiality standards to systematically
consider impacts on the environment, society and economy (“impact materiality”)

as well as the sustainability-related risks and opportunities that might affect financial
performance (“financial materiality”). To ensure a robust, evidence-based assessment,
the process undertaken to determine topics material to the U.S. dairy industry applied
principles and methodologies within the Global Reporting Initiative's Sustainability
Reporting Standards (GRI Standards) for impact materiality and the European Financial
Reporting Advisory Group (EFRAG) IG1: Materiality Assessment Implementation
Guidance (IG1) for both impact and financial materiality.

The 2025 U.S. Dairy Materiality Assessment remains aligned with the 11 Global Criteria
of the Dairy Sustainability Framework (DSF). The assessment is also recognized by the
Sustainable Agriculture Initiative Platform (SAI Platform) within the Sustainable Dairy
Partnership (SDP) supply chain assurance model.

A materiality assessment provides the foundation for a company’s sustainability
strategy and its corporate reporting, as it brings attention to what matters most. By
conducting a structured and sound materiality assessment, companies can identify and
better understand their sustainability impacts, risks and opportunities, and prioritize
them to inform strategic, management and reporting decisions. Companies also can
better communicate and engage with stakeholders that are interested not only in an
organization’s sustainability priorities but also in the way they were determined.

The national assessment outlines U.S. dairy sustainability priorities based on more
than a decade of industry and external insights, scientific research and data, and
engagement and collaboration with stakeholders and experts. Based on well-
recognized impacts, risks and opportunities along the dairy value chain and reinforced
by broad input from stakeholders and subject matter experts, the national assessment
serves as a strong foundation for dairy farms, cooperatives and processors. The
material topics are likely to be material for most dairy companies to address; however,
the relative ranking and prioritization of the topics might vary by organization. This
guidance helps companies consider, evaluate and apply their own organizational
factors, such as business activities, relationships and location-specific aspects, to
complete their individual assessment.
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In this way, the guide serves as a companion resource to the national assessment
report to help companies meet company-specific materiality assessment
requirements within the U.S. Dairy Stewardship Commitment, SDP and other
stakeholder expectations related to materiality disclosure, thereby simplifying the
overall process. It outlines key steps for dairy companies to use the national assessment
to complete a credible and beneficial assessment at the organizational level.

We hope you find the guidance and insights valuable in supporting your ongoing
sustainability efforts, including participation in the U.S. Dairy Stewardship
Commitment. Your comments and questions are welcome. Please get in touch at
innovationcenter@usdairy.com.

“Double materiality is more than a compliance exercise or reporting
requirement—it’s a strategic imperative. It equips leaders with the
insight needed to navigate growing expectations and evolving risks.
U.S. dairy’s first double materiality assessment underscored how
interconnected sustainability and financial viability truly are. This
guide provides a practical framework U.S. dairy companies can use
to leverage national findings and conduct their own assessments—
translating industry-level insight into company-specific action that
supports long-term resilience and value.”

— Emily Bishop

Senior Vice President, Social Responsibility
Innovation Center for U.S. Dairy
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Introduction

About Materiality

Materiality is about what matters most to decision-makers. Although it is a common
concept used in business, financial, legal, regulatory and sustainability settings,
different definitions exist that reflect the unique context and purpose of each setting.
Despite the differences, strong commmonalities are clear. In its Statement of Common
Principles of Materiality, the Corporate Reporting Dialogue indicates that most
materiality definitions convey that “material information is any information which is
capable of making a difference to the evaluation and analysis at hand.” This alignment
appropriately emphasizes the central role of materiality in decision-making.

The marketplace increasingly expects dairy companies not only to report on
sustainability progress but also to disclose how priorities are determined through a
materiality assessment. A materiality assessment is the process of identifying and
prioritizing the economic, environmental and social issues that matter most to an
organization and its stakeholders.

In recent years, concepts of materiality have developed to address considerations of
significant positive or negative impacts on people, the environment and the economy;,
as well as sustainability matters that are financially material or may affect enterprise
value. The “double materiality” approach brings these perspectives together. The
process considers the significance of impacts of an entity’s activities, products and
services on the environment, society and economy (“impact materiality”) as well as
the sustainability-related risks and opportunities the entity faces that might affect
financial performance (“financial materiality”).
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Figure 1. Double Materiality Concept

Impact Materiality (“Inside-Out”)

U.S. dairy’s impacts on the
environment, society & economy

vV

T

Financial Materiality (“Outside-In")

The financial risks and opportunities associated
with environmental, social & economic topics

“The U.S. dairy double materiality assessment is fundamental to
shaping and guiding a resilient and forward-looking industry. By
evaluating both the financial implications of sustainability risks
and our broader impact on society and the environment, we can
align our strategy with the expectations of tomorrow. This dual
perspective enables us to drive long-term value creation while
fulfilling our responsibility as stewards of sustainable progress.”

- Jeremy Pike

Director of Sustainability
Idaho Milk Products
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About the 2025 U.S. Dairy Materiality Assessment

The process outlined in the guide was designed to help dairy companies conduct an
organization-level materiality assessment by leveraging the results of the national
assessment. By considering company-specific circumstances and context, companies
can confirm applicability of the topics and results, adjust the ratings and prioritization,
and/or add additional topics or deem others as not relevant.

The materiality matrix categorizes topics based on the significance of U.S. dairy’s
impacts and the financial significance of sustainability risks and opportunities. Related
to their placement along those two dimensions, topics were categorized within the
following materiality tiers: Important, Material, Highly Material and Most Material. A
fifth tier, Relevant, includes remaining topics that were assessed with low-to-moderate
financial and impact significance at the national level for U.S. dairy. The full list of
topics is provided on page 15 within the Identification phase. To learn more about

the national assessment, refer to the 2025 U.S. Dairy Materiality Assessment report
available at usdairy.com.

Scope

The guide covers the topics, boundaries and prioritization in the national assessment.
The scope of the national assessment was limited to dairy feed and milk production,
dairy processing and packaging within the United States (collectively referred to as
“U.S. dairy") but also considered activities and relationships along the full dairy value
chain along with their associated impacts, risks and opportunities. High-level guidance
is provided for consideration of topics, activities, products and services outside of the
scope of the national assessment.

Process Guidance & Standards

The Innovation Center for U.S. Dairy is committed to conducting robust materiality
assessments that are guided by international standards and best practices. To ensure
arigorous, evidence-based assessment, the process undertaken to determine topics
material to the U.S. dairy industry applied the following guidance and incorporated
materiality requirements from sustainability standards, as applicable for an industry-
wide national assessment (collectively “referenced guidance"):

e GRI 3. Material Topics 2021, 1. Guidance to determine material topics: Past
assessments have applied this impact-based guidance.

e EFRAG IG1: Materiality Assessment Implementation Guidance: This guidance is for
double materiality assessments to support sustainability reporting.

e AccountAbility’s AA1000 Core Principle of Materiality: This standard outlines that
decision makers should identify and be clear about the sustainability topics that
matter.

It is recommended that individuals leading the assessment process for their
organization review this referenced information.
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External Verification

The Innovation Center sought external verification that the process undertaken
followed the referenced guidance described in the Process Guidance & Standards
section on this page and that the reporting meets the referenced GRI disclosure
requirements, as applicable for a national assessment. The verification process also
confirmed how the use of this assessment can help dairy companies partially or fully
meet requirements for conducting a materiality assessment within the Sustainable
Agriculture Initiative Platform’s Sustainable Dairy Partnership (SDP). The external
verification statement is included in Appendix D of the 2025 U.S. Dairy Materiality
Assessment report.
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Figure 2. Materiality Matrix From the 2025 U.S. Dairy Materiality Assessment

The double materiality matrix below presents the final prioritization of topics within the following tiers: Important, Material, Highly Material and Most Material. The full list of topics
assessed, including those categorized as Relevant, can be found on page 15.
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About This Guicde

The purpose of this guide is to help U.S. dairy companies conduct their own materiality assessment based on the 2025 U.S. Dairy Materiality Assessment. This resource is further
intended to provide general guidance to conduct an assessment in line with the requirements of global sustainability reporting frameworks and programs such as the U.S. Dairy
Stewardship Commitment and SAl's Sustainable Dairy Partnership. It is not exhaustive, and the process presented should be adjusted to fit the needs and context of each

individual organization.

While the intended primary readers are individuals at companies that have adopted or are planning to adopt the U.S. Dairy Stewardship Commitment, the content in this guide
can be applied across the dairy value chain. The word "you” in the guide refers to anyone in an organization helping to lead or facilitate the materiality assessment process. Their
organizational roles vary from dedicated sustainability positions to functions in areas such as finance, strategy, operations, quality and communications.

Structure

The sections in the guide move from high level to more detailed information on
preparing for and conducting a materiality assessment (Phases O through 3).

Post-assessment steps in Phases 4 and 5 provide overviews for applying the results
and monitoring topics over time, with the latter providing an overview for documenting
the process. The section on GRI disclosures related to materiality is also of value for
those developing a GRI-based sustainability report.

The Appendix contains definitions of key terms.
SDP: Notes are included where applicable to highlight aspects of the process

related to Sustainable Dairy Partnership requirements for conducting a materiality
assessment.
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Companion Resources

This guide has been designed to be used with the following companion resources,
which are available on the Research and Resources page at usdairy.com:

e 2025 U.S. Dairy Materiality Assessment: Information in this report serves as a
foundation for your own assessment.

e Materiality Assessment Workhook: This Microsoft Word file, referenced as "MA
Workbook” throughout the guide, supports the documentation of key input and
output from the process. This detailed information helps support internal efforts
and external verification. It can also be used to produce a summary materiality
assessment report. The file is set up to follow the process in the guide with phase
and step identifiers added for easy reference between the two resources. Similarly,
the Resources notes at the start of each phase reference the use of this file.

e MA Excel File: This Microsoft Excel file is set up to review relevant topics, record
assessment ratings or impacts, risks and opportunities (IROs) and support the
prioritization of topics. The Resources notes at the start of each phase reference the
use of this file.

Referenced Standards and Guidelines

While the guide follows the referenced guidance applied to the national assessment
(page 3), it is highly recommended that individuals leading the assessment process
for their organization review these three sources:

e GRI 3. Material Topics 2021, 1. Guidance within the GRI Sustainability Reporting
Standards

e EFRAG IG1: Materiality Assessment Implementation Guidance
e AccountAbility’s AA1000 Core Principle of Materiality

Note: Organizations preparing reports in accordance with the European Sustainability
Reporting Standards, as part of the EU's Corporate Sustainability Reporting Directive,
will need to refer to specific standards and requirements, which are beyond the scope
of this guide.

INTRODUCTION | MATERIALITY ASSESSMENT PROCESS | APPENDIX


https://www.usdairy.com/research-resources
https://www.globalreporting.org/pdf.ashx?id=12453
https://www.globalreporting.org/standards/download-the-standards/
https://www.globalreporting.org/standards/download-the-standards/
https://www.efrag.org/sites/default/files/sites/webpublishing/SiteAssets/IG%201%20Materiality%20Assessment_final.pdf
https://www.accountability.org/standards/aa1000-accountability-principles#

Reminders Before Starting

The following points are important to keep in mind as you use the guide:

The process of identifying and assessing impacts, risks and opportunities typically
involves iterative and increasingly in-depth assessments. The use of the national
assessment, as outlined in this guide, provides a foundation by prioritizing well-
recognized sustainability topics for U.S. dairy. The process will vary for organizations
based on their existing due diligence and sustainability practices; their approaches
to risk, strategic and operational management; and any supporting assessments
they have already conducted.

A materiality assessment is a principles-based, rather than prescriptive, process.
The specific approach and methods you take can be customized and scaled based
on your organization and its resources and needs. The process can be as simple or
complex as needed, and it can be refined and expanded over time. In addition, it
allows for integration with other management processes, which increases the value
of the assessment.

The process in the guide leverages the results of the national assessment for

U.S. dairy. The assessment is based on the extensive body of evidence on dairy’s
economic, environmental and social impacts. Its results incorporate input from
experts and stakeholders and align with multiple frameworks and standards,

which also incorporate input from multistakeholder processes. The topics and
prioritization groupings are therefore likely to be material for most dairy companies
to address, while the relative ranking of the topics might vary. This makes the U.S.
Dairy Materiality Assessment a solid starting point for U.S. dairy companies.

Integration with other guidance and frameworks is encouraged. The recommended
process is complementary with and considers other frameworks for sustainability
and leading standards and guidance for environmental, social and governance (ESG)
and nonfinancial reporting. Specific reference is made to the GRI Standards, the
SASB Standards and their sector-specific guidance.
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Guide Development & Pilot Assessment

The Innovation Center for U.S. Dairy worked with Harbor, a Terracon Company,
to develop the guide and supporting resources. To inform the development of
this guide, Harbor led a pilot assessment with Idaho Milk Products, a U.S. Dairy
Stewardship Commitment Adopter since 2022. Owned by Idaho dairy farmers,
Idaho Milk Products is a leading processing company and supplier of high-
quality dairy ingredients to food formulators worldwide.

The objective of the pilot was to gain in-practice learning by applying the
approach in the draft guide to conduct a company-level double materiality
assessment based on the 2025 U.S. Dairy Materiality Assessment. The scope
of the pilot was limited to five facilitated sessions covering Phases O through 3,
focusing on three topics (Water Use & Availability; Workforce Attraction,
Development & Retention; and Cybersecurity & Data Protection).

The pilot process helped confirm the updated approach developed for the
2025 guide and strengthen the guidance and resources based on participants’
valuable questions and constructive input. Highlights and learnings from the
pilot sessions are featured in Phases O through 3.

The Innovation Center extends its gratitude to the team at Idaho Milk Products
for their time and participation to support this project.

“Having a clear, structured guide for conducting a double
materiality assessment is invaluable. This guide not only
brings consistency and clarity to a complex process but also
empowers teams across the organization to meaningfully
engage throughout this process.”

— Daragh Maccabee

Chief Executive Officer
Idaho Milk Products
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Materiality Assessment Process

The process in this guide builds on the approach used to conduct the 2025 U.S. Dairy Materiality Assessment (also referred to as “the national assessment”), incorporating
considerations for an organization-level assessment and adding phases before and after the main assessment.

Figure 3. Materiality Assessment Process

&2, PHASE O:

PREPARATION

Initial steps to prepare for the materiality assessment process

PHASE 1: PHASE 2: PHASE 3:
IDENTIFICATION anll ASSESSMENT O PRIORITIZATION
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STEP 1.2: STEP 2.2:
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The following summary of the materiality assessment process outlines key steps within each phase.

PHASE STEPS OUTPUT
PHASE 0. PREPARATION
& > Initial plan for the assessment,
@ 0.1. Plan and Prepare for the Materiality Assessment including objectives and
governance structure
PHASE 1. IDENTIFICATION
1.1. Understand Context + Define Activities and Stakeholders | 1.2.dentify Impacts, Risks and Opportunities (IROs) + Define
Potential Topics
1.1.1. Develop a high-level organizational overview. 1.2.1 Review the national assessment topics in the context | > Organizational profile with
1.1.2. Review activities and business relationships within a of your organization. activities, business relationships
sustainability context. 1.2.2.1dentify any additional topics and IROs, as needed. and stakeholders
1.1.3. Map stakeholders across the value chain. 1.2.3. Update the list of relevant topics and descriptions. > List of approved relevant topics
1.1.4. Identify stakeholders to engage in the assessment. 1.2.4.0btain required approval of the relevant topics and
descriptions.
PHASE 2. ASSESSMENT
2.1. Assess Positive and Negative Impacts 2.2. Assess Financial Risks and Opportunities
2.1.1. Establish the assessment criteria. 2.2.1.Establish the assessment criteria. - Pre_llmlnary t.Op'.C/IRO assessment
ratings and significance
2.1.2. Assess impacts beginning with the national 2.2.2.Assess risks/opportunities beginning with the categorizations
assessment. national assessment.
PHASE 3. PRIORITIZATION
3.1. Analyze Input + Determine Prioritization
3.1.1. As needed, aggregate or regroup IROs into topics. 3.1.4. VaIipIate the prioritization and material topics with > Approved list of prioritized
3.1.2. Review and prioritize topics. designated stakeholders. material topics
3.1.3. Determine which topics are material. 3.1.5. Obtain executive approval of the assessment results.
PHASE 4. APPLICATION
4.1. Integrate Findings Into Organizational Strategy, 4.2. Report on Material Topics and IROs !deated stratggy .an.d objectives,
improvement initiatives, report
Programs and Systems
content, etc.
PHASE 5. ONGOING MONITORING
() 5.1. Establish and Follow a Process to Detect Meaningful Changes > Input for future materiality
~ assessments
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6] PHASE 0. PREPARATION

This initial phase addresses key considerations and decisions that lay the foundation for a successful materiality assessment.

PARTICIPANTS: Members of the materiality assessment (MA) team along with
other internal stakeholders and designated participants

INPUT: Organizational information

Step 0.1. Plan and Prepare for the Materiality Assessment

0.1.1. Assemble the materiality assessment team.

Determine and recruit the individuals who will help lead and manage the process.
Team members will help plan, conduct, facilitate and document the assessment.

This internal team can be one or more people within an organization and might
include outside support from sustainability specialists. The team members’ company
roles vary by organization but often involve individuals responsible for leading and
overseeing sustainability initiatives or serving in strategic management and enterprise
risk management positions.

Note: This team will be referred to as the “MA Team” throughout the rest of the guide.

SDP: For stage 2, it is a requirement to provide evidence that the materiality
assessment is conducted by qualified individual(s).

0.1.2. Define objectives and standards for the materiality assessment.

Define the following aspects of the assessment with the MA Team.

Objectives: Identify and align on the purpose and objectives of the materiality
assessment by considering how the results will be applied.

Materiality assessments serve multiple strategic functions, including informing
organizational and sustainability strategies, supporting reporting disclosures,
guiding resource allocation, enhancing enterprise risk management and shaping
communications.

If relevant, an objective may also be to meet the requirements established by the
Sustainable Agriculture Initiative's Sustainability Dairy Partnership (SAI SDP) and/or
the U.S. Dairy Stewardship Commitment.

Organizations that approach the materiality assessment as an ongoing management
tool tend to derive the greatest value from the process. To maximize its impact, the
MA Team should collaborate with executive leadership, managers and other key
stakeholders to define clear and relevant objectives aligned with the organization’s
strategic priorities.
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RESOURCES: The MA Workbook has prompts and tables to document this step
from 0.1.1 through 0.1.3.

OUTPUT: Initial plan for the assessment, including objectives and governance
structure, and supporting planning documents

Assessment Type: Determine the materiality assessment type: impact (single) or double.

e The 2025 U.S. Dairy Materiality Assessment implemented a “double materiality”
approach to consider both impact and financial materiality. The concept of
“"double materiality” instructs entities to consider how their activities impact the
environment, society and economy (“impact materiality,” described as an inside-out
view) as well as the sustainability-related risks and opportunities that might affect
their financial performance (“financial materiality,” described as an outside-in view).

o If the MA Team determines to limit the type of the assessment to focus on only
impact, the MA Team can skip Step 2.2. Assess Financial Risks and Opportunities.

e Please note that SAI SDP and the U.S. Dairy Stewardship Commitment does not
dictate the type of materiality assessment. However, organizations should be aware
whether it is subject to regulations that require the use of a double materiality
assessment in relation to mandatory reporting requirements, such as the EU
Corporate Sustainability Reporting Directive (CSRD).

Standards/Guidance: Determine any standard(s)/guidance the process will follow.

The 2025 U.S. Dairy Materiality Assessment applied the following guidance and
incorporated materiality requirements from sustainability reporting standards,
as applicable for an industry-wide national assessment (collectively “referenced
guidance”) to ensure a robust, evidence-based assessment:

* GRI 3. Material Topics 2021, 1. Guidance to determine material topics, which
covers the process for an impact-based assessment

* European Financial Reporting Advisory Group (EFRAG) IG1: Materiality Assessment

Implementation Guidance (IG1), which describes how to conduct a double
materiality assessment

* AccountAbility’s AA100O Core Principle of Materiality, which outlines that decision
makers should identify and be clear about the sustainability topics that matter

SDP: The requirements within the SDP do not dictate which standards/guidance
must be followed but do outline that the organization should use an existing
methodology, available guidelines developed by the Dairy Sustainability Framework,
or guidelines by a national program such as this guide.
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0.1.3. Develop a plan for the assessment.

Before initiating the assessment, it is essential to follow and incorporate established
internal project management procedures. The considerations outlined below are
critical to effective planning:

Governance: Governance, in the context of a materiality assessment, defines roles and
responsibilities. A governance body provides oversight, guidance and accountability
for the materiality assessment process. This body is often responsible for decisions
such as approving scope, allocating resources, determining the threshold for
materiality, approving the final list of material topics, and validating and approving the
final results.

According to GRI, the organization’s highest governance body should oversee the
process and review and approve the material topics. In cases where such a body
does not exist, a senior executive or group of senior executives should assume

this responsibility. The same governance bodly is often responsible for the use and
implementation of the materiality assessment for strategic planning, reporting and
due diligence efforts. Types of governance roles can include:

o Recommenders: Members of the MA Team who lead the collection of information,
identify key options and present informed recommendations.

e Reviewers: Internal or external stakeholders serving as subject matter experts
(SMEs) or interested parties to review outputs of the assessment.

o Final approvers/decision-makers: The individual or group responsible for making key
decisions and approving the results. It is best practice for the organization’s highest
governance body to approve the list of material topics.

Note: While an in-depth review of stakeholders occurs in Phase 1 (1.14) on page 11,
the MA Team can start to identify individuals who will likely participate in a governing
capacity.

Scope: Determine any initial scoping aspects to your assessment, including any
limitations or exclusions. The scope of the national materiality assessment was limited
to dairy feed and milk production, dairy processing and packaging within the United
States. While the primary focus was from “field to processor gate,” the assessment
considered activities and relationships along the full dairy value chain along with their
associated impacts, risks and opportunities. Your assessment might begin with this
scope or expand it based on your organization’s circumstances, as covered in Phase 1.
For example, an organization could document whether the assessment has excluded
consideration of impacts associated with certain business relationships.

Timing: Develop an initial schedule for the assessment, incorporating any constraints
or dependencies. The depth and breadth of assessments can vary, which can affect
the duration of the process. The MA Team can refine the schedule as it learns more.

2025 Materiality Assessment Guide for U.S. Dairy

Pilot Highlight

Idaho Milk Products conducted its first materiality assessment in 2022, so it
was able to build on its results and leverage the team'’s prior experience.

The Director of Sustainability led the pilot assessment for Idaho Milk Products.
Ahead of the first pilot session, the Director of Sustainability assembled a cross-
functional team for the pilot. Team members included the Chief Executive
Officer (CEO), Director of Supply Chain, Director of Quality and Food Safety, VP
of Sales and Marketing, and Farm Liaison and Sustainability Coordinator.

While establishing the scope of the assessment, the team decided to include
consideration of business activities associated with current products and new
ones launching in the near term. The team's decision to consider short-, near-
and long-term objectives demonstrated robust integration of the company’s
strategic initiatives within the materiality assessment.

SDP: Stage 1 requires an action plan for conducting an assessment, including the
following:

e adescription of the assessment’s scope, including any limitations or exclusions

e anoverview of the relevant regional stakeholders in the named sourcing origins of
the milk (refer to Phase 1 on page 11)

* For example, if your organization operates nationally, each region of the country
can be categorized as a named sourcing origin of milk.

e plans to consider the 11 DSF Criteria and four SDP Foundational Elements (refer to
Phase 1)

e If all topics from the national assessment (listed on page 15) are assessed,
then this requirement will be satisfied. Note that this requirement does not
mandate these topics are material but rather mandates that these topics are
evaluated in the assessment.

e amethodology (e.g, GRI Standards) to evaluate the outcome of the materiality
assessment and set priorities such as high, medium and low, in the named
sourcing origins of the milk

INTRODUCTION | MATERIALITY ASSESSMENT PROCESS | APPENDIX



PHASE 1. IDENTIFICATION

The main purpose of this phase is to identify key stakeholders and the topics for which economic, environmental or social impacts, risks and opportunities will

be assessed in the next phase. It involves creating a high-level overview of an organization’s activities, business relationships and stakeholders, along with the
sustainability context in which it operates.

PARTICIPANTS: MA Team with contributions from identified subject matter experts RESOURCES: The MA Workbook has prompts and tables to document each step in

INPUT: Organizational information from sources such as past materiality this phase. The MA Excel file has a workshest to support with Step 1.2.

assessments and other assessments, annual and sustainability reports, strategic OUTPUT: Organizational profile with activities, business relationships and
plans, management systems documentation and evaluation reports, website stakeholders, the approved list of relevant topics with descriptions and associated
content, etc., and from departments and functional areas such as operations, IROs, and supporting files

human resources, legal and compliance, marketing and sales, procurement/
sourcing, research and development, and investor relations

Step 1.1. Understand Context + Define Activities and Stakeholders

1.1.1. Develop a high-level organizational overview, including activities and business relationships along the value chain.

Establishing an initial, high-level profile of your organization and its specific circumstances helps the MA Team identify, better understand and evaluate impacts, risks and
opportunities, and who is impacted. It will also begin to highlight relevant information to gather for use during the assessment.

Note: The consideration of organizational and sustainability context, activities, relationships and stakeholders often occurs concurrently and iteratively through discussions and
information gathering. If your company has already conducted a materiality assessment, you can reference the information used for that assessment and make any necessary
updates.

The following elements of an organizational profile provide context for the activities and business relationships:

e Organization's purpose, mission and core values

e Business model(s), strategy and objectives

e Description of organization’s value chain, including the sectors in which it is active, which it supports and with which it interacts.

e Types of activities it carries out (e.g.,, milk production, product manufacturing, marketing, distribution, etc.) and value chain activities

e Products and services offered and markets, including description of customer segments and the geographic locations where products and services are available
e Types of business relationships, such as business partners, suppliers, customers and other downstream entities

e Geographic locations of direct operations and assets and of key entities/business relationships along the value chain

e Systems in place to comply with laws and regulations

If this information is not already consolidated, be sure to summarize it as part of the documentation of your materiality assessment. Much of this information is often included in
sustainability reports.
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1.1.2. Review activities and business relationships within a sustainability context.

Organizations should develop a comprehensive understanding of the sustainability During Phase 1 of the national materiality assessment, the most common activities
context in which their organization’s activities and business relationships occur, in the dairy value chain were mapped with an overlay of where the identified

including how these activities and relationships can impact sustainable development. stakeholders would most likely fit and/or be affected (Figure 4). This can provide a
Sustainable development is defined as “development that meets the needs of the starting point from which dairy companies can detail their specific activities, business
present without compromising the ability of future generations to meet their own relationships and types of stakeholders.

needs!! This understanding is essential for identifying sustainability-related impacts,

risks and opportunities, as well as for effectively managing and communicating them. Figure 4. Main Activities & Stakeholders within U.S. Dairy Value Chain

e The MA Team should identify, consider and discuss key aspects including:

* Economic, environmental and social, including human rights, issues at the local, UPSTREAM

regional and global levels relevant to the organization’s sectors and geographic

locations (see the Sustainability Context box below) SUPPLY CHAIN

ACTIVITIES

* Applicable legal and regulatory landscape with consideration of present and

potential developments over near- and long-term time horizons Suppliers of field, farm and plant inputs; logistics
¢ Responsibilities to adhere to authoritative intergovernmental instruments ANE @SSRS, 8 N el e el e ADDITIONAL STAKEHOLDERS
* Commitments to external initiatives, e.g,, the U.S. Dairy Stewardship Commitment D g - Academia & Nonprofit

Organizations
U.S. DAIRY
e ™\ + Dairy Community

Sustainability Context FEED PRODUCTION -> MILK PRODUCTION Organizations (i, dairy

) o ) ) o -> DAIRY PROCESSING -> PACKAGING checkoff)
The 2025 U.S. Dairy Materiality Assessment considered U.S. dairy within the . Financial & Investment
wider context of sustainable food systems and sustainable development Crop (feed) and dairy farmers, cooperatives Organizations
overall. The sustainability context for global food systems and for dairy’s and processors, including their workforce - Government Agencies &
contributions and impacts within them has been well studied and documented. Regulators
At the broadest level, the Sustainable Development Goals (SDGs) within the N . Local Communities
2030 Agenda for Sustainable Development provide a holistic representation of DOWNSTREAM . Media
Eﬂg ?Ll?éjfet.lves for peace and prosperity for people and the planet, now and into DISTRIBUTION = . Natural Environment
o : R SALE -> CONSUMPTION
For example, the 11 Global Criteria of the Dairy Sustainability Framework,
with which the national assessment aligns and upon which the SDP is based, Wholesalers and distributors; buyers, e.g.,
describe global dairy’s role within sustainable food systems. The 2025 U.S. consumer packaged goods brands, retailers and
Dairy Materiality Assessment builds on this global view to provide the national foodservice providers; and consumers
context for U.S. dairy companies.
\ / Source. 2025 U.S. Dairy Materiality Assessment report

1 World Commission on Environment and Development. (1987). Our Common Future, 16.
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1.1.3. Map stakeholders across value chadin activities and business relationships.

Identify stakeholders across value chain activities and business relationships identified
in the previous steps.

e Figure 4 on the previous page illustrates the key stakeholder groups relevant to the
U.S. dairy industry.

e Stakeholders may be categorized based on activities, products and services, specific
projects or other groupings that are meaningful to the organization.

e |tisimportant to include stakeholders who may not be directly engaged by the
organization, such as supply chain workers, or those unable to represent their
interests or experiences, including infants or future generations.

1.1.4. Identify stakeholders to engage in the assessment.

Organizations should maintain a continuous understanding of stakeholder interests
and concerns. Stakeholder perspectives help to identify and assess IROs and,
therefore, are considered critical for a strong, well-informed materiality assessment.
Engaging stakeholders such as shareholders, management, employees and customers
during the materiality assessment process can also strengthen relationships, increase
trust and build buy-in.

e The 2025 U.S. Dairy Materiality Assessment collected perspectives and input from
a wide range of relevant stakeholders, experts and information users (see the
Stakeholder Inclusion in the National Assessment box on the right). By leveraging
the national assessment, organizations can consider how to integrate this wide
range of perspectives. However, the MA Team should also evaluate and include
relevant internal and external stakeholders specific to their organization's context,
such as employees.

e Review current methods of engagement. Information gathered from various
engagement methods on an ongoing basis can be used in the assessment. For
example, sustainability surveys from customers convey topics that matter to them,
and information submitted through employee or customer grievance mechanisms
can provide insights into areas of concern and potential impacts.

e Determine areas where stakeholder input is needed and where you want to engage
directly with certain stakeholder groups during the assessment process. This is
often iterative in nature during the process.

e After you have reviewed the process, begin to identify who should be involved in
the assessment and how and when they will be involved or how their concerns and
perspectives will be incorporated. Factors such as stakeholder input already collected
as well as time, resources and budget for the assessment are common considerations.

Consultation with affected stakeholders helps your organization understand how they
may be impacted, which can be used to identify and assess IROs. Engagement with
internal and external SMEs and information users can support the identification and
assessment of IROs and validation of the results of the materiality assessment.
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Stakeholder Inclusion in the National Assessment

GRI defines a stakeholder as an “individual or group that has an interest that is
affected or could be affected by the organization’s activities” (GRI 1: Foundation
2021, 31). Other definitions consider individuals, groups or organizations that
affect and/or could be affected by an organization’s activities, decisions or
products or services and/or those whose actions could affect the organization'’s
ability to implement its strategy. Other terms for stakeholders include
interested/affected parties or groups.

The EFRAG IG 1: Materiality Assessment Implementation Guidance describes
two groups of stakeholders: affected stakeholders and users of the
sustainability statement (information users). Stakeholders can be included in
both groups.

Engaging with stakeholders enables organizations to understand how they
might be affected by the organizations'’ activities as well as their expectations
about sustainability topics, management practices and performance. The
2025 U.S. Dairy Materiality Assessment considered the views of a wide range
of relevant stakeholders. The assessment team requested and considered
input from representatives across the dairy value chain, including dairy farmers,
processors, retailers and brands. You or individuals from your organization—and
your customers—might have directly contributed feedback. Input from experts
and stakeholders beyond the dairy community also was incorporated.

More than 150 representatives from over 100 organizations nationwide
provided direct input for use in the national assessment.

Research integrating the perspectives of affected stakeholders was also
incorporated in the assessment.

Refer to the referenced guidance as well as AccountAbility’s AA1000
Stakeholder Engagement Standard (AA1000SES) for more information on
stakeholder inclusion and engagement.
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https://www.accountability.org/standards/aa1000-stakeholder-engagement
https://www.accountability.org/standards/aa1000-stakeholder-engagement

Step 1.2. Identify Impacts, Risks & Opportunities and Define Potential Topics

The national assessment identified environmental, social and economic impacts, and
risks and opportunities associated with the industry’s activities, which were grouped
under relevant topics (page 15). These topics are likely to be relevant for most U.S.
dairy farms, cooperatives and processors; therefore, this step begins with a review

of this list. The MA Team and other participants should read the topic summaries in
Appendix A of the 2025 U.S. Dairy Materiality Assessment report.

In addition, the MA Team, with support from internal and external SMEs, can identify
additional IROs for inclusion in the assessment. The list might also be adjusted based
on new insights and input that arise during later steps in the assessment.

1.2.1. Determine the applicability of the topics in the national assessment to
your organization’s circumstances.

The table on the next page lists the topics in the national assessment. The MA
Workbook provides the list of topics with brief descriptions.

If you have previously conducted a materiality assessment, map your list of topics to
those in the national assessment.

e The MA Team can identify topics and associated IROs through reviews of the
organizational profile and assessment results, external sources, and discussions
with cross-functional representatives, experts and stakeholders.

e Consider the organization’s relationship to the impacts; i.e, whether its activities
cause, contribute to and/or are linked to the impacts (see Figure 4). This affects how
companies manage these areas to mitigate negative impacts and promote positive
ones.

e [f any topics are determined not to be relevant based on your specific
circumstances, the reason for that determination should be described.
1.2.2. Identify any additional topics and IROs as needed.

Topics that are outside of the scope of the national assessment (e.g., impacts
associated with non-dairy ingredients, or locations and business relationships outside
of the United States) can be added to your list based on our organization’s specific
circumstances.

Additional IROs can be identified through internal and external sources.

1.2.3. Update the list of relevant topics and descriptions for your organization.

Develop the list by refining the topic labels and descriptions and grouping topics into
categories as appropriate for your organization.

¢ Include descriptions of types of impacts (see highlight to the right).

e Coordinate reviews and updates with designated participants, as needed.

2025 Materiality Assessment Guide for U.S. Dairy
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About Impacts, Risks and Opportunities

Impacts are effects the organization has or could have on the economy,
environment and people, including on their human rights, which in turn can
indicate its contribution (negative or positive) to sustainable development (GRI
Standards Glossary 2021, 11).

Impacts can be actual or potential, negative or positive, short-term or long-
term, intended or unintended, and reversible or irreversible.

Sustainability-related financial risks are those arising from environmental,
social, and governance matters that could negatively affect the undertaking's
financial position, financial performance, cash flows, access to finance or cost
of capital over the short, medium, and long term.

Sustainability-related financial opportunities are those related to
environmental, social or governance matters that could positively affect the
undertaking's financial position, financial performance, cash flows, access to
finance or cost of capital over the short, medium and long term.

- J

1.2.4. Review the list of topics and descriptions with designated individuals and
obtain required approvals.

Finalize the list with input from designated approvers.

It is important to recognize that the list of relevant topics can be updated as new
insights and input are considered during later phases in the assessment.

INTRODUCTION | MATERIALITY ASSESSMENT PROCESS | APPENDIX



Topics Assessed in the 2025 U.S. Dairy Materiality Assessment with Mapping to Dairy Initiatives

Topics are sorted by category and then by materiality tier.
Notes: Topics in italic reflect partial alignment. SDP Foundational Elements beyond the 11 Dairy Sustainability Framework (DSF) Criteria are designated with an asterisk (*).
Refer to the MA Excel file for a table that includes interconnected topics and mapping with reporting standards.

Category

Topic

Materiality Tier

U.S. Dairy Stewardship Commitment

DSF Criteria +
SDP Foundational Elements*

Environmental

GHG Emissions & Energy

1. Most Material

GHG Emissions; Energy Use

Greenhouse Gas Emissions

Environmental

Water Quality & Nutrient Management

1. Most Material

Water Quality; Nutrient Management

Water Availability and Quality; Soil Nutrients

Environmental

Water Use & Availability

1. Most Material

Water Quantity

Water Availability and Quality

Environmental

Climate Resilience

2. Highly Material

Environmental Materials & Packaging 3. Material Packaging; Resource Recovery

Environmental Soil Health & Quality 3. Material Nutrient Management; Land Use (within Feed Soil Quality and Retention; Soil Nutrients
Impact)

Environmental Waste & Resource Recovery 3. Material Resource Recovery; Packaging Waste

Environmental Air Quality 4. Important

Environmental Biodiversity 4. Important Biodiversity Biodiversity

Environmental

Land Use & Conversion

4. Important

Land Use (within Feed Impact)

Deforestation*

Social/Socioeconomic

Animal Care

1. Most Material

Animal Care

Animal Care; Animal Welfare*

Social/Socioeconomic

Food Safety & Product Quality

1. Most Material

Product Safety & Quality

Product Safety and Quality

Social/Socioeconomic

Health & Nutrition

1. Most Material

Product Contributions; Product Safety & Quality

Social/Socioeconomic

Worker Health, Safety & Well-Being

1. Most Material

Workforce Development

Working Conditions; Human Rights*

Social/Socioeconomic Economic Contributions 2. Highly Material Rural Economies
Social/Socioeconomic Economic Viability & Resilience 2. Highly Material Rural Economies; Market Development
Social/Socioeconomic Food/Nutrition Security & Accessibility 2. Highly Material Product Contributions
Social/Socioeconomic Workforce Attraction, Development & Retention 2. Highly Material Workforce Development
Social/Socioeconomic Working Conditions & Labor Practices 3. Material Workforce Development Working Conditions; Human Rights*
Social/Socioeconomic Community Impact & Engagement 4. Important Community Contributions
Social/Socioeconomic Other Human Rights: 5. Relevant Human Rights*
Rights of Indigenous Peoples; Land & Resource
Rights
Governance Cybersecurity & Data Protection 2. Highly Material
Governance Responsible Marketing & Product Labeling 4. Important
Governance Business Conduct: 5. Relevant
Anti-Competitive Behavior; Anti-Corruption
Governance Responsible Sourcing 5. Relevant
Governance Transparency: GMO Management; Public Policy 5. Relevant
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> PHASE 2. ASSESSMENT

The purpose of the second phase is to assess the significance of the relevant impacts and the financial significance of relevant sustainability-related risks and

opportunities. This phase integrates available objective data with input from affected stakeholders and subject matter experts into the assessment process.

PARTICIPANTS: MA Team with contributions from subject matter experts by topic/
groups of topics and from affected stakeholders (initially identified in Phase 1 and

further updated during this phase)

INPUT: See the Sources of Information and Input for the Assessment Phase box below

Figure 5. Overview of the Assessment Process

= Primary: Objective Evidence

(e.g, Scientific Research, Data and Studies)
- Secondary: Subject Matter Expertise
- Tertiary: Stakeholder Perspectives

N
ASSESSMENT
1
STEP 2.1: I STEP2.2:
Assess Positive and : Assess Financial Risks
Negative Impacts | and Opportunities
N : N
Ratings for: | Ratings for:
Scale and Scope I Magnitude and
+Remediabilityfor | Likelinood
negative impacts |
+ Likelihood for |
potential impacts :
1
NV

Topic-level Impact and Financial Significance
(Low, Moderate, Significant or Very Significant)
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OUTPUT: Preliminary impact and financial ratings, as well as significance

categorizations, for each reviewed topic and associated IROs

RESOURCES: The MA Workbook has tables and prompts to document each step in
this phase. The MA Excel file supports with Steps 2.1 and Step 2.2.

Sources of Information and Input for the Assessment Phase

During this phase, and throughout the review of
each topic, various sources of information should
be considered to provide supporting evidence for
assessment outcomes. These sources may include:

e Organizational profile and context information
from Phase 1

e Results and supporting information from a
previous materiality assessment, if applicable

e Existing sustainability and annual financial reports

e Internal processes that can be leveraged, such
as approaches to identify and assess IROs and to
determine financial materiality, and their output

e Objective evidence about impacts, risks and
opportunities, such as:

* Topic-specific performance metrics

* Assessments of environmental aspects and
impacts identified as part of an environmental
management system, lifecycle assessment
findings, and audit findings

* Existing assessments of workplace hazards,
human resources reports, levels of employee
engagement, input into employee and customer
grievance mechanisms, and audit findings

* QOutput from due diligence and risk management
processes; existing information on external
triggers that could cause financial effects, such
as from environmental scanning, strategic
early warning systems and SWOT analysis;
existing evaluations of external impacts (such
as those associated with Climate Resilience and
Cybersecurity & Data Protection)

* Previously compiled research, such as consumer
insights, product research and community
evaluations

e Direct and indirect input from internal and
external subject matter experts and from affected
stakeholders

¢ |ndividuals involved in overseeing the
management of individual or groups of topics
and associated IROs, such as functional
specialists or managers

* External individuals or organizations with topic-
specific knowledge

¢ Individuals and communities affected by the
IROs, or their representatives

¢ Information gathered through stakeholder
engagement channels such as customer and
employee surveys, focus groups and interviews

~

J
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Note: The steps that follow provide general guidelines and in practice are not entirely linear. Given that actual and potential impacts carry risks and opportunities, you might find it

more efficient to work through Step 2.1 and Step 2.2 on a topic-by-topic basis.

Step 2.1. Assess Positive and Negative Impacts

This step examines the significance of impacts associated with each topic. Impacts
include those that are positive or negative, intended or unintended as well as actual
(meaning already occurring) or potential. The assessment of impacts should consider
relevant time horizons.

2.1.1. Establish the assessment criteria.

Organizations should define and document the criteria and thresholds for assessing
the materiality of economic, environmental and social impacts. While the referenced
guidance provides a standardized framework for assessment criteria, each
organization is responsible for establishing its own rating systems and defining
relevant parameters such as short-, medium- and long-term time horizons and
materiality thresholds. It is recommended to incorporate relevant existing impact
and risk assessment practices already in use within the organization—such as those
applied in due diligence, risk assessment or hazard management processes.

This foundational information must be clearly documented. For detailed guidance,
refer to the source materials cited.

Criteria: Based on the referenced guidance, the following criteria are used to assess
the significance of economic, environmental and social impacts.

Define a rating scale to describe low to high values for each criterion.

e Scale: Magnitude of the impact, i.e, how detrimental/damaging (negative) or
beneficial (positive) an impact is

* Example ratings of slightly, moderately or very detrimental (numeric scale of 1 to 3)
e Scope: How widespread the negative or positive impacts are

* Example ratings of site specific or limited, community area or concentrated,
regional or medium, national, or global or total (numeric scale of 1 to 5)

e Remediability (for negative impacts): The extent to which negative impacts can be
addressed, remedied or reversed
Note: The label “Irremediability” is also commonly used.

e Example ratings of remediable, remediable with effort or irreversible (numeric
scale of 1to 3)

e Likelihood (for potential impacts): The likelihood of the impact occurring

e Example ratings of unlikely, likely or highly likely to occur (numeric scale of 1 to 3)

2025 Materiality Assessment Guide for U.S. Dairy

Relevant time horizons: The assessment should consider relevant short-, medium-

and long-term time horizons, in particular when evaluating likelihood. Time horizon
definitions may be alighed with those established in an organization'’s financial, strategic
or due diligence processes. For example, the short term may be defined as up to one
year, the medium term as one to five years, and the long term as beyond five years.

The application of impact criteria, following the referenced guidance, is based on the
nature of the impact.

Impact Positive Negative

Actual Beneficial impact Severity (negative impact)
e Scale e Scale & Scope
e Scope e Remediability

Potential Beneficial impact (from above) Severity (from above)
& Likelihood & Likelihood
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EXAMPLE: Impact Table

This example table shows the criteria in use to record the results for the assessment criteria for different types of impacts associated for a topic. Each impact must be assessed
independently, and positive impacts do not offset negative ones. Refer to the Phase 3 Pilot Highlight on page 24 for additional considerations.

Sustainability Impact on people  Impact Remediability Likelihood & time Significance Material from
topic or environment classification Scale Scope (for negative) horizon (for potential) = category impact perspective?
Topic Impact 1 Negative | Actual 3outof3 4outof 5 2outof 3 - Very significant | Yes
(Highly (National) (Remediable
detrimental) with effort)
Impact 2 Negative @ Potential | 2 out of 3 3outof 5 2outof 3 2outof 3 Moderate to Yes
(Moderately | (Regional) (Remediable (Likely in the medium | significant
detrimental) with effort) term)
Impact 3 Positive | Actual loutof3 2outof 5 - - Low No
(Slightly (Community area
beneficial) or concentrated)

Significance categories: To support the assessment process, the MA Team can
establish significance categories to group combinations of criteria ratings, as
highlighted in the example matrix to the right. This can help with commmunication and
ongoing management of topics.

Threshold for materiality: Quantitative and/or qualitative thresholds must be
established to assess the materiality of impacts connected to an organization’s
activities and those directly linked to its operations, products and services throughout
the upstream and downstream value chain.

While general thresholds can be defined, the referenced guidance describes conditions
based on the type of impact, such as the following notes about negative impacts:

* Any of the three characteristics (scale, scope, and remediability) can make a
negative impact severe or significant, and therefore material.

¢ Inthe case of a potential negative human rights impact, the severity of the impact
takes precedence over its likelihood.

The criteria and significance categories support making informed judgments about the
materiality of the impacts. All updates and clarifications made during the assessment
process should be thoroughly documented.
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EXAMPLE: Matrix for Severity of an Actual Negative Impact

In this example for actual negative impacts, a matrix visualizes the severity (scale
and scope) and remediability ratings in a color-coded grid. Five categories were
defined ranging from low to very significant, as noted in the legend. The threshold for
materiality includes the significant and very significant categories.

Using the actual negative impact in the table above as an example, the initial criteria
ratings place impact 1 in the very significant category, which is above the designated
threshold for impact materiality.

Legend for significance categories

Very significant

Significant Materiality threshold

for impacts

Moderate to significant

Moderate to low

SEVERITY
(SCALE & SCOPE)

Low

REMEDIABILITY

INTRODUCTION | MATERIALITY ASSESSMENT PROCESS | APPENDIX



2.1.2 Assess impacts beginning with the national assessment.

Note: The depth of the impact assessment should reflect its intended purpose and
the ways in which the results will be applied. An iterative approach may be employed
based on available resources and organizational needs. Additional guidance is available
in the Guidance on Level of Assessment box at right and in the referenced guidance.

e |f a prior materiality assessment has been conducted, the results from the previous
assessment should be mapped and reviewed in relation to the results of the 2025
U.S. Dairy Materiality Assessment.

¢ |f the topic was deemed material in the previous assessment, the next step should
be pursued to build on that assessment, particularly in either of the following
scenarios:

- The previous assessment was based primarily on subjective data (e.g, survey
responses) rather than objective information (refer to Sources of Information
and Input for the Assessment Phase).

— There have been changes in organizational performance or other internal or
value chain factors that could affect the assessment of impacts and, where
applicable, related risks and opportunities.

¢ |f these scenarios do not apply, the previous assessment may be confirmed as
valid. This review and the rationale for the decision should be documented before
proceeding to Step 2.2.

e Review the topic-level results of the national assessment (see the topic summaries
in Appendix A of the 2025 report) in the context of the organization, with
consideration given to the significance of both impacts and financial relevance.

* Many topics, such as Animal Care and Food Safety & Product Quality, are broadly
recognized as material within the dairy industry and may not require as detailed
an assessment as others.

* Some topics that were not deemed material at the national level, such as Land
Use & Conversion and Public Policy, are strongly recommended for organization-
specific assessment.

* Note: Where alighment exists between the national assessment and
organizational priorities, it is appropriate to leverage the national analysis and
supporting objective evidence, supplemented by any available internal data.

In such cases, a detailed reassessment may not be required; however, topics
should still be evaluated in relation to one another upon completion of individual
assessments.

e As needed, assess the primary impacts associated with each topic.

* |f not already identified, the main environmental, social, and economic impacts for
each topic should be determined.

2025 Materiality Assessment Guide for U.S. Dairy
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Guidance on Level of Assessment

EFRAG's implementation guidance (IG 1, 3.31 Impact materiality assessment)
recognizes the appropriateness of an impact level determination of materiality:

“"Depending on the kind of impact, it may not always be necessary to assess in
depth each of the criteria of severity, based on the undertaking's specific facts
and circumstances, to determine whether the impact is material or not. For
example, when there is an established scientific consensus about the severity
of a particular kind of global or localised environmental impact, the undertaking
can conclude that it is indeed material without having conducted an in-depth
analysis of its scale, scope and irremediability. Therefore, the undertaking shall
exercise judgement, informed by the available evidence, to determine what the
appropriate level of the assessment of the severity criteria is.”

Many actual and potential impacts associated with material topics in the national
assessment, in particular those in the most material tier, meet this circumstance.

* Consider available input from all relevant sources to inform the assessment,
including objective data and insights from affected stakeholders and subject
matter experts (see Sources of Information and Input for the Assessment Phase).

— Begin documentation of key considerations, including identified impacts, current
management approaches, evidence of significance, and other supporting
data that inform the impact ratings. This information provides the basis for
conclusions and should be recorded in the MA Workbook.

* Assess each impact at the appropriate level of detail. See Guidance on Level of
Assessment above, which describes situations when judgment of materiality can
be made without an in-depth assessment of each criterion.

— Negative impacts should be prioritized in line with due diligence practices.

— Positive impacts may also be considered but do not offset or negate identified
negative impacts.

— Potential impacts should be evaluated in terms of likelihood and mapped to the
relevant time horizon.

e Determine applicable significance category; if using, and materiality in relation to the

threshold established for the type of impact.

e Complete the documentation on the inputs used, rationale and conclusions for each

impact criterion and for the overall materiality determination.

¢ |f the significance of a topic's impact differs from that identified in the national
assessment, a clear explanation of the reasons for the variance should be provided.
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Step 2.2. Assess Financial Risks and Opportunities

This step focuses on assessing the financial significance of the risks and opportunities
associated with each topic. These risks and opportunities may stem from the impacts
assessed in Step 2.1, from organizational dependencies, or from other topic-specific
factors.

Financial effects are considered significant if they affect an organization'’s
development, financial position, financial performance, cash flows, access to finance,
or cost of capital over the short, medium, or long term. Risks refer to potential negative
financial effects that may occur within the short, medium or long term. Opportunities
refer to potential positive financial effects over those same time frames.

A risk or opportunity is considered material if it could reasonably be expected to result
in significant financial impacts on the organization.

2.2.1. Establish the assessment criteric.

Organizations are responsible for establishing their own financial risk and opportunity
assessment criteria, rating schemes, and materiality thresholds. These definitions
must be clearly documented and disclosed. Refer to the relevant guidance for further
detail on best practices.?

Where applicable, existing organizational practices—such as those within due diligence,
enterprise risk management, or hazard identification processes—should be leveraged.
For instance, some organizations employ Job Safety Analyses (JSA), which commonly
use a severity and likelihood rating system that can be adapted for this context.

Criteria: In accordance with the referenced guidance, the financial significance of risks
and opportunities should be evaluated using the following two criteria:

e Magnitude: The potential scale of financial effects that a risk or opportunity could
pose across the following dimensions—business development, financial position,
financial performance, cash flows, access to capital, and cost of capital (over the
short, medium or long-term)

e Example ratings of low/minimal, moderate/noticeable or high/significant financial
effect (numeric scale of 1 to 3)

o Likelihood: The probability that the risk or opportunity will materialize over the
applicable time horizon (short, medium, or long term)

e Example ratings of unlikely, likely or highly likely to occur (numeric scale of 1 to 3)

2 EFRAG G 1, section 3.3.2 Financial materiality assessment (24-25).
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Relevant time horizons: The assessment should consider the short-, medium-, and
long-term time horizons, particularly when evaluating likelihood. These timeframes
should be consistent with those used in organizational financial planning, strategy, or
due diligence processes. For example, a company might define short term as one year,
medium term as up to five years, and long term as more than five years.

Threshold for materiality: Quantitative and/or qualitative thresholds should be applied
to determine whether a risk or opportunity is financially material. Organizations are
encouraged to align this threshold with established risk management and financial
decision-making processes. All updates and refinements made during the assessment
process must be documented, including the rationale and supporting evidence.

Significance categories: To aid in communication and management, organizations
may group results into significance categories, similar to the approach utilized in
Step2.1.1.

EXAMPLE: Matrix for Significance of Financial Effects

A visual matrix can support this step by mapping magnitude and likelihood into defined
tiers of financial significance (e.g, low to very significant). In the example matrix below,
the threshold for financial materiality includes only the upper tiers (e.g, significant and

very significant). Topics falling below this threshold—such as one rated as moderate to
significant—would not be deemed financially material.

Legend for financial significance categories

Very significant

Significant Financial materiality

threshold

Moderate to significant

MAGNITUDE

Low to moderate

Low

LIKELIHOOD
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2.2.2. Assess risks and opportunities beginning with the national assessment.

Note: The depth of the assessment should reflect its intended purpose and the ways
in which the results will be applied. An iterative approach may be adopted based on
organizational needs and available resources.

e Begin by reviewing the topic-level findings from the national assessment, as
outlined in Appendix A of the 2025 U.S. Dairy Materiality Assessment report. These
findings should be evaluated in relation to the organization’s context, with particular
attention to the significance of identified impacts and their financial relevance.

* Note: When there is alignment with the organization'’s circumstances, the
analysis and scientific evidence from the national assessment can be leveraged
alongside any readily available, company-specific information. While an in-
depth assessment might not be necessary for all topics, organizations will
need to document the applicability of the national results to their activities and
operations, complete this step, and then consider the topics in relation to one
another after the assessment of all topics has been completed (Phase 3 on
page 23).

e Where additional evaluation is required, conduct an assessment of the main risks
and opportunities associated with each topic, following referenced guidance or
other applicable resources.

¢ If not already completed, identify the primary risks and opportunities linked to
each topic.

* Incorporate all relevant input to inform the evaluation of risks and opportunities,
(see Sources of Information and Input for the Assessment Phase), including:
information on the organizational context, assessment of actual and potential
impacts, objective data, and insights from stakeholders and subject matter
experts.

* Begin documenting key considerations related to risks and opportunities,
including any relevant scenario planning or research, and the evidence supporting
assessments of magnitude and likelihood. This documentation forms the basis for
conclusions related to each topic.

e Assess each risk and opportunity at the appropriate level based on the input
reviewed.

e Determine materiality in relation to the threshold previously established for financial
significance.

e Complete the documentation of inputs used, decision rationale, and conclusions for
each criterion reviewed and for the overall materiality determination.
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Types of Risks

Risks and opportunities may arise from actual or potential impacts; from
organizational dependencies—such as reliance on natural resources (e.g,
water) or skilled labor; and from external factors, including changes in
regulation, consumer preferences or in the environment.

A topic is considered to present a financial risk and/or opportunity if it affects,
or has the potential to affect, an organization'’s financial performance, financial
position, cash flows, or its access to and cost of capital. Financial risks and
opportunities can be associated with one or more categories:

e Operational: Circumstances that may affect day-to-day operations,
potentially leading to a loss in productivity (risk) or an improvement
(opportunity)

e Strategic: Factors that could weaken (risk) or strengthen (opportunity) an
organization’s ability to achieve its strategy and objectives

e Regulatory/Legal: Issues related to compliance with laws, regulations or
industry standards

e Reputational: Events or developments that could harm (risk) or improve
(opportunity) public perception, brand image, or stakeholder trust

Many organizational risks are interconnected, with the presence of one risk or

opportunity often increasing the likelihood or severity of others. For instance, a
regulatory compliance failure may disrupt operations, which in turn could lead
to reputational damage.

Topic summaries included in Appendix A of the 2025 U.S. Dairy Materiality
Assessment report provide additional information on the risks associated with
each topic.
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Phase 2 Pilot Highlight

The topics designated for the pilot were Water Use & Availability, Workforce
Attraction, Development & Retention, and Cybersecurity & Data Protection. The
Idaho Milk Products’ MA Team invited internal experts in these areas to contribute
their perspectives and knowledge, underscoring the importance of targeted
stakeholder engagement during the assessment phase.

The facilitated discussions for Step 2.1 and Step 2.2 brought to light several
important aspects when conducting a materiality assessment.

e While impacts, risks and opportunities (IROs) are evaluated individually with
their specific criteria, the discussion about IROs is often interconnected
and concurrent. For example, while considering associated impacts related
to Workforce Attraction, Development & Retention, participants naturally
shifted to describing the risks associated with attracting and/or retaining its
workforce—and, likewise, the opportunities associated with high levels of
engagement and retention.

e The significance of IROs can vary over time, underscoring the need to consider
multiple time horizons. When discussing Workforce Attraction, Development &
Retention, for example, the team discussed associated IROs in relation to the
present situation as well as scenarios based on the company’s medium- and
long-term strategy. In addition, external trends that could alter the labor market
in the coming years were considered.

e Any one of the assessment criteria can make an IRO or topic material, as noted
on page 11. During the discussion of Cybersecurity & Data Protection, the
magnitude of the financial implications of a major cybersecurity incident that
could disrupt plant operations factored more into the risk being deemed material
despite its low likelihood. Ongoing investment in protecting data and systems at
Idaho Milk Products reinforced the significance of the topic.
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“Participating in the double materiality assessment provided

a powerful opportunity to elevate the voice of our workforce

in strategic decision-making. By identifying people-related
risks, opportunities and impacts—such as talent attraction,
employee well-being and future skills—we underscored that
human capital is recognized as both a driver of value and a key
dimension of our sustainability platform.”

— Christina McFarlin
Sr. HR Generalist-Talent Acquisition
Idaho Milk Products

“Contributing to the double materiality assessment allowed us
to highlight how cybersecurity, data privacy and digital trust
are not just technical issues, but strategic ones at Idaho Milk
Products. These areas carry significant risks and opportunities
that can have a direct impact on stakeholder confidence and
long-term value. Embedding them into the assessment further
supports our ability to stay ahead of emerging threats while
building a more secure, resilient and sustainable digital future.”

— Tyler Lassen

IT Manager and Systems Administrator
Idaho Milk Products
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PHASE 3. PRIORITIZATION

The purpose of this phase is to consolidate the results of the impact and financial assessments conducted in Phase 2, in order to support the prioritization, review,
and final determination of material topics.

PARTICIPANTS: MA Team with contributions from designated internal and
external stakeholders (initially identified in the plan as Reviewers and Final
approvers/decision-makers and further updated during Phase 1)

INPUT: IRO assessments and documentation from the previous phase

Step 3.1. Analyze Input + Determine Prioritization

The approach taken in this step may vary depending on the objectives of the
assessment, the level of detail applied during Phase 2, and any applicable requirements
outlined in relevant standards.

Note: The guidance primarily draws from the GRI Standards, given the broader context
of the assessment and application beyond mandatory reporting, while integrating
guidance from IG 1. It is recommended that organizations apply the guidance most
appropriate to their intended use of the assessment results.

3.1.1. As needed, aggregcate or regroup IROs into topics.

While the previous phase focuses on assessing individual impact, risks and
opportunities (IROs), the detailed findings can be consolidated to the topic-level for the
purpose of reviewing and finalizing in this phase. This does not apply if the assessment
was completed at the topic-level, instead of at the IRO-level.

e Example: For a topic such as “Food Safety & Product Quality,” the assessment may
have considered actual and potential impacts related to food safety incidents and
noncompliance with customer requirements. In this phase, those details can be
aggregated under the broader topic heading for prioritization.

3.1.2. Review and prioritize topics based on their associated impcacts and
financial assessments.

Topics should be prioritized relative to one another, ranked from most to least
significant in terms of impacts and associated financial significance.

e Topic-level significance categories can be applied based on the IRO assessments, to
reflect the most significant associated IROs (not an average of them).

e In the context of a double materiality assessment, a materiality matrix may be
used to visualize both impact significance and financial significance—similar to the
national assessment approach illustrated in Figure 2 (page 4).

e The MA Workbook can facilitate this topic review and ranking process along with the
placement of topics on a matrix.
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RESOURCES: The MA Workbook has tables and prompts to document each step in
this phase, with the MA Excel file supporting particularly 3.1.1 through 3.1.3.

OUTPUT: Approved list of prioritized material topics and completed MA
documentation

e Prioritization of topics is important when it is not feasible to take action to address
all topics simultaneously. It enables an organization to focus on what matters most
or where improvement is most needed (GRI Standards, 103).

3.1.3. Determine which topics are material based on the threshold established.

A topic is typically deemed material for reporting purposes if it meets the threshold for
either impact significance or financial significance. While meeting both criteria is not
required, topics that do so may be considered to have greater overall materiality.

o Apply the threshold for materiality defined in Phase 2.

e Optionally, establish prioritization tiers or categories to further classify topics based
on their significance and to support reporting and organizational decision-making.
(Refer to Figure 5 on the following page for an example.)

3.1.4. Vulidate the prioritization and material topics with designated
stakeholders.

Validation involves reviewing the identified material topics for completeness and
alighment with sector standards and initiatives, and engaging stakeholders for feedback.

e Compare the identified topics against applicable sector standards and initiatives,
including the national assessment, to ensure completeness. Although the national
assessment includes alignment with leading frameworks, organizations should
identify any material topics not covered within its scope.

e Engage designated stakeholders to gather feedback on the aggregated results,
including the finalized list of material topics. Although the national assessment was
reviewed by a broad range of stakeholders and subject matter experts, it remains
essential for each organization to consult its own stakeholders—such as internal
leadership, information users and subject matter experts—to ensure relevance and
completeness.

e Document stakeholder input and any resulting adjustments made during this
validation process.
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Figure 5. Materiality Assessment Matrix with Prioritization Tiers
Phase 3 Pilot Highlight

During a facilitated working session, the Idaho Milk Products’ MA team
discussed and confirmed topic-level impact and financial significance
categories for the three pilot topics (Water Use & Availability, Workforce
Attraction, Development & Retention, and Cybersecurity & Data Protection).
These entries were made in the MA Workbook to review the topics in relation
to each other and record the materiality tier associated with the combined
significance categories.

Results matrix gricd on page 10

MOST MATERIAL

Very Significant

HIGHLY MATERIAL
MATERIAL An important part of the MA team'’s discussion was considering the range
in severity that can exist between actual adverse impacts, which might be
relatively low, and potential adverse impacts and their associated risks, which
tend to be more severe. The MA Workbook provided a place to describe
different types of IROs and various scenarios, without the need to rate the
criteria in depth for each one. Following standard guidance, a focus on the
most significant IROs associated with the topics, building upon the national
assessment with the organization'’s specific context, provided a solid basis for
topic-level decisions.

Significant

IMPORTANT

RELEVANT

FINANCIAL SIGNIFICANCE

Moderate

Low

Due to the limited scope of the pilot, the Idaho Milk Products MA team will move
through the final steps to validate and approve the topics’ significance and
. prioritization after the assessment of all relevant topics identified is completed.
Low Moderate Significant  Very Significant

Source: 2025 U.S. Dairy Materiality Assessment report. The national assessment placed the topics within five
prioritization tiers (most material to relevant) based on the significance of U.S. dairy's impacts and the associated
financial significance. Those in the material and above tiers were determined to be material for taking action to
address and for communicating to stakeholders.

3.1.5. Obtain executive approval of the material topics and assessment results.

e Phase O (0.1.3) covered governance decisions to document in the assessment plan,
including the identification of the individuals or groups responsible for approving
the assessment results. This sign-off is often provided by the board of directors, the
chief executive officer or a desighated group of senior executives.

e Those responsible for approving the results have typically been involved in or
updated about the materiality assessment at various point in this process, as
outlined in Phase 1. (1.1.4).

e Approaches can include one or more sessions during which the MA Team presents
the results and attendees can discuss, ask questions and recommend any final
adjustment before approving the results. Depending on the level of engagement
ahead of this step, this can be an iterative process.

e Document the outcomes of this approval step, including any resulting updates, the
rationale for decisions made, and the supporting evidence leveraged in the decision-
making process.
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4=1 PHASE 4. APPLICATION

The value of the materiality assessment increases when the results are applied in multiple ways. This phase varies based on the objectives established in Phase 1,
as the results can be used to inform strategic, management, communications and reporting initiatives.

PARTICIPANTS: MA Team and those using the materiality assessment

INPUT: Final results of the materiality assessment and documentation in the MA
Workbook

Step 4.1. Integrate Findings Into Organizational Systems

Many organizations leverage materiality assessments to inform strategic planning and
goal-setting processes. The prioritization of topics can help sequence improvement
efforts, particularly when it is not feasible to address all issues simultaneously.
Additionally, assessment results may contribute to enterprise risk management,
support the development of new management approaches, products or services, and
inform decisions on reporting and stakeholder communication.

The Innovation Center will leverage the national assessment’s results, insights and
learnings to inform strategic planning, reporting and communications as well as
stakeholder engagement efforts as appropriate.

Step 4.2. Report on Material Topics and IROs

For reporting purposes, the list of material topics should inform the content reported
to stakeholders, such as through a sustainability report. For example, in a GRI-aligned
sustainability report, each material topic should be accompanied by an explanation
of its materiality, the location of related impacts, the organization’s management
approach and any relevant topic-specific disclosures. Additional guidance can be
found in the Reporting the Process and Results box on the right.
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OUTPUT: The outcomes of this phase will vary depending on the intended
application and may include updates to strategy and objectives, development of
improvement initiatives, and preparation of report content.

-

Reporting the Process and Results

GRI 3: Material Topics 2021 within the GRI Standards covers disclosures
related to the process for determining material topics and its outcomes. The
information within these disclosures also provides useful guidance for reports
developed under other sustainability/ESG frameworks.

e Disclosure 3-1 The process to determine material topics requires a
description of how the organization determined material topics, including
details on how the organization determined actual, potential, positive and
negative impacts on the economy, environment and people, including impacts
on human rights across organizational activities and business relationships.
This disclosure also requires the organization to specify the stakeholders and
experts who informed the process of identifying material topics.

e Disclosure 3-2 List of material topics requests the list of material topics
for reporting along with a description of any changes to the material topics
compared to the previous reporting period. The topics are often grouped
within relevant categories, which reflect the organization’s sustainability
framework or reporting structure.

e Disclosure 3-3 Management of material topics requires the organization
to describe the positive and negative impacts associated with each
material topic, which helps readers understand their significance, and how
the organization manages the topics and related impacts. Aspects of the
management approach include policies or commitments, actions taken to
manage the related impacts, information about how the organization tracks
the effectiveness of those actions, and a description of engagement with
stakeholders to inform the actions taken and evaluate their effectiveness.

It can be helpful to keep these disclosures in mind as you conduct and
document your materiality assessment. Refer to GRI 3: Material Topics 2021 for
specific disclosure requirements and additional guidance..

J
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( PHASE 5. ONGOING MONITORING

<" Materiality is dynamic, evolving in response to major changes in internal and external landscapes and reflecting shifts in the significance of impacts, risks and
opportunities. This phase outlines the need for establishing processes to continuously identify and evaluate relevant topics and IROs over time.

PARTICIPANTS: MA Team and managers/experts associated with the MA topics

INPUT: Final results of the materiality assessment, supporting evidence and
documentation in the MA Workbook

Step 5.1. Establish and Follow a Process to Detect Meaningful Changes

After completing a full assessment, many companies choose to perform an update or
refresh their assessment according to their reporting cycle (typically yearly or every
other year). Others set a longer period, such as every three to five years.

The Innovation Center for U.S. Dairy intends to reassess materiality at least every

four years and reserves the right to refresh the results on an as-needed basis. The
Innovation Center will continue to monitor emerging trends, shifts in stakeholder
interests and expectations, and updates to the latest available science and standards.

Companies are encouraged to apply due diligence to assess and mitigate negative
impacts associated with new business activities or relationships. Such changes can
involve new products, services, processes/technology or locations, or changes in
suppliers or customers, among other developments.

New research findings can also affect the significance of an impact, and the
interests and expectations of stakeholders can change over time. The frequency of
materiality assessments, therefore, should be sufficient to respond to changes in the
organization’s context and associated impacts, risks and opportunities.

Integration with other management systems can enable the multidirectional flow of
information throughout the year and help detect meaningful signals and emerging
trends that can impact a topic's significance or impact stakeholders’ views.
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RESOURCES: The MA Workbook has tables and prompts for organizational and
topic-specific information, which can be updated between assessment cycles.

OUTPUT: Input for future materiality assessments and updates to the MA
Workbook

SDP: Stages 2 and 3 require that the materiality assessment is revised at least every
three years. For Stage 3 only, the revised materiality assessment must always be
verified. If there are significant changes to the materiality assessment prior to the
three-year revision cycle, an external verification should be conducted within one
year of the changes.
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Appendix

Key Terms
As noted, many definitions are from the GRI Standards and EFRAG publications.

business relationships: Relationships that the organization has with business partners,
with entities in its value chain including those beyond the first tier, and with any other
entities directly linked to its operations, products, or services (GRI Standards Glossary
2021, 4).

double materiality: Materiality process that involves two dimensions: impact
materiality and financial materiality. Impact materiality pertains to the material
information about an organization’s impacts on people or the environment related to
a sustainability matter; financial materiality pertains to the material information about
risks and opportunities related to a sustainability matter (EFRAG1G 1, 9).

impact: Effect the organization has or could have on the economy, environment, and
people, including on their human rights, which in turn can indicate its contribution
(negative or positive) to sustainable development.

Note 1: Impacts can be actual or potential, negative or positive, short-term or long-
term, intended or unintended, and reversible or irreversible.

Note 2: See section 2.1 in GRI 1: Foundation 2021 for more information on ‘impact’.
(GRI Standards Glossary 2021, 11)

materiality threshold: The level at which topics become material based on the criteria
the organization determines.

material topic: Topics that represent the organization’s most significant impacts on
the economy, environment, and people, including impacts on their human rights and/or
that pertain to risks and opportunities that may trigger material financial effects on an
organization.

Material information is related to significant sustainability matters that are relevant to
decision-making by the organization and its stakeholders.

stakeholder: An individual or group that has an interest that is affected or could be
affected by the organization’s activities. (GRI Standards Glossary 2021, 17)

Broader definitions consider individuals, groups of individuals or organizations that
affect and/or could be affected by an organization’s activities, products or services,
and/or those whose actions could affect an organization'’s ability to implement its
strategies and achieve its goals.

sustainable development: Development that meets the needs of the present without
compromising the ability of future generations to meet their own needs (World
Commission on Environment and Development, Our Common Future, 1987).
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sustainability context: The broader societal, economic and environmental
circumstances in which an organization’s operations can be fully understood and
assessed.

When capitalized, Sustainability Context refers to one of the GRI Reporting Principles
for defining report content, which reflects an understanding and reporting of an
organization's performance in the wider context of sustainable development (GRI 101:
Foundation 2016, 9).

sustainability-related financial opportunities: Uncertain environmental, social or
governance events or conditions that, if they occur, could cause a potential material
positive effect on the undertaking’s business model, strategy and sustainability
strategy, its capability to achieve its goals and targets and to create value, and
therefore may affect its decisions and those of its business relationships with regard
to sustainability matters. Like other opportunities, sustainability-related opportunities
are the combination of an impact’s magnitude and the probability of occurrence
(EFRAG, Appendix VI - Acronyms and glossary of terms).

sustainability-related financial risks: Uncertain environmental, social or governance
events or conditions that, if they occur, could cause a potential material negative
effect on the undertaking’s business model, strategy and sustainability strategy; its
capability to achieve its goals and targets and to create value, and therefore may
affect its decisions and those of its business relationships with regard to sustainability
matters. Like other risks, sustainability-related risks are the combination of an impact's
magnitude and the probability of occurrence (EFRAG, Appendix VI - Acronyms and
glossary of terms).

value chain: The range of activities carried out by the organization, and by entities
upstream and downstream from the organization, to bring the organization’s products
or services from their conception to their end use.

Note 1: Entities upstream from the organization (e.g. suppliers) provide products
or services that are used in the development of the organization’s own products or
services. Entities downstream from the organization (e.g, distributors, customers)
receive products or services from the organization.

Note 2: The value chain includes the supply chain (GRI Standards Glossary 2021, 19).

value chain analysis: An assessment of where an organization'’s sustainability impacts
occur along the value chain, which helps identify not only direct impacts under
operational control but also areas of indirect impacts upstream and downstream.
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