Chemical Building Blocks for Sustainability

As a materials science company, Dow provides products that support sustainability-aligned
applications such as food packaging, energy-efficient buildings, e-mobility, health, and hygiene.
The following paper outlines an approach for assessing a company’s product sales into these
sustainability-aligned markets.

Sustainability-related opportunities form an important part of modern-day environmental reporting disclosures, focusing on
growth and value creation while providing greater transparency to all stakeholders. Capturing growth from sustainability
should begin with an assessment of a business portfolio considering current and projected market opportunities.

Principal guidance on disclosing sustainability-related risks and opportunities is provided by several reporting frameworks,
for example the International Financial Reporting Standards (IFRS) Sustainability Disclosure Standards?. Practical
implementation of these standards depends on the position in a value chain and sector alignment of an enterprise. In
Dow’s case, more specific guidance can be found in the World Business Council for Sustainable Development (WBCSD)
Chemical Industry Methodology for Portfolio Sustainability Assessment?(WBCSD PSA).

Portfolio assessment by Dow

Dow is situated upstream in most value chains, providing thousands of products that serve as raw materials and building
blocks for industrial and consumer-facing applications. In alignment with WBCSD PSA, we evaluate Dow’s portfolio from
three perspectives:
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This document focuses on the last of these three metrics, which is currently disclosed in Dow’s annual INtersections
progress report34 The intent is to provide more context and discuss how to define and measure materials science
company's contribution to sustainability by serving the underlying value chain applications.
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How we define a sustainability-aligned market
There are no established rules or standards to determine alignment of an application to sustainability. However,
definitions are needed to ensure consistency and minimize subjectivity across departments and individuals involved in the
assessment. In developing a set of definitions for internal use, Dow leveraged two highly regarded and comprehensive
frameworks:
e United Nations Sustainable Development Goals® (UN SDGs) being a, “...blueprint for shared prosperity adopted by all
United Nations.”
e Green Revenue Classification (GRC) data model®- a tool developed by FTSE Russell®’ which is, “For investors to
assess portfolio exposure to climate transition risks and identify opportunities for investment in companies with
green activities.”
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Dow materials serve a variety of other applications which contribute to sustainability and wellbeing, among them are
renewable energy generation, products designed for recyclability, health and hygiene, e-mobility, and more.
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provide substantiation of their choices. The mapping is centrally reviewed and is updated and tested regularly for
consistency with the definitions. The results are consolidated in Dow’s reporting systems and are represented as a
percentage of Dow’s total revenue.

In 2024, 48% of Dow’s sales were attributed to applications aligned with sustainability. The leading sustainability-aligned
segments were Food Safety and Sustainable Packaging, Recyclable Products, Building Energy Efficiency, and Good
Health & Wellbeing.

Managing Subjectivity

Though the definitions are comprehensive, there can be subjectivity in interpreting and applying them relative to specific
applications. To mitigate this, we require our businesses to maintain a conservative approach. For example, businesses
must not map an application to a sustainability-aligned market segment if they are not certain that their substantiation or
their level of knowledge about the end-use is sufficient. We also reflect in our disclosures that results of this evaluation
have a certain degree of error, primarily due to a portion of Dow’s sales made via distribution partners.

Will we see a faster relative growth of sustainability markets?

Over recent years there has been a significant uptake in sustainability commitments among brand owners, governments,
and consumers. Market reports show significantly higher compound growth rates of sustainability-aligned applications
relative to others. Policies emerge which provide incentives and accelerate investment in sustainability. This is why we
believe there is a material opportunity for Dow to drive value growth and to steer our innovation more effectively by
focusing on these applications.
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