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0. Introduction

ESG Stands for Environmental, Social, and Governance



1. How is ESG different from sustainability?

"While sustainability is a broad term, it typically addresses an
organization’s environmental protection, social advancement,
and economic development efforts.” (Jessica)

"ESG performance is used as an important capital market
measure. One that is used to identify superior risk-adjusted
returns and indicates a more precise measurement of an
organization’s ESG performance.” (Jessica)

"ESG is a specific set of financial criteria that has roots in a
2005 report called Who Cares Wins by the UN Global
Compact that included recommendations by the financial
industry to better integrate environmental, social, and
governance issues in analysis, asset management, and
securities brokerage.” (Christine)

The Three Pillars of ESG

y Environmental
Pillar

Climate change
Greenhouse gas emissions
Energy

Resource scarcity
Biodiversity

Water

Waste

Pollution

Environmental compliance

) Social Pillar

Employee relations
Health and safety
Training and education

Diversity and equal
opportunity

Non-discrimination
Human rights
Privacy and security
Union relations

Local community impact

Governance
Pillar

Board diversity and structure

Executive compensation
Bribery and corruption

Political lobbying and
donations

Procurement practice

Risk management




2. What is driving the intense interest in ESG?

“In 2006, the Principles for Responsible Investment (PRI) were developed by
an international group of institutional investors reflecting the increasing
relevance of ESG issues to investment practices.” (Jessica)

“There’s plenty of evidence that companies prioritizing ESG issues actually
generate superior long-term financial performance across a range of
metrics.” (Jessica)

Note by Alec: The evidence that ESG generates superior long-term financial
performance is not shown in the eBook

Total Assets Under Management and PRI Signatories
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Vast majority of institutional
investors plan to stop
investing in non-ESG
products by 2022

No - 23%

Yes - 77%

Do you intend to stop investing in
non-ESG products within the next 24
months? (Institutional Investors)

Source: PwC Global AWM Research Centre




3. Are there different approaches to ESG across the world?

“Carrots & Sticks reviews ESG reporting regulations

Referenced Reporting Frameworks in the Sustainable Stock

around the world. The 2020 edition of Carrots & Exchanges (SSE) Initiative*
Sticks noted a substantial increase with 614

regulatory reporting requirements — an increase of Sl
over 60% from the 383 requirements in the previous .
report in 2016 — across 80+ countries.” (Jessica) cop rrmry
“While there are many reporting and disclosure R
frameworks for ESG performance, the investment " et e
community has typically prioritized the GRI, IIRC, e

SASB, CDP, and TCFD frameworks.” (Jessica)

Source: Sustainable Stock Exchanges Initiative



4. Why are there so many reporting formats?

The Most Common Reporting Standards Companies Should Expect to See

“As sustainability has expanded to address
more and more topics, so has the desire to
obtain more and more information on these
topics. With each stakeholder group seeking a
little bit more or a little bit different information,
we have seen new sustainability reporting and
disclosure frameworks emerging to meet those
needs. As a result of this, we now have an
alphabet soup of sustainability reporting
frameworks and standards today. This has led
to some onerous reporting requirements for
many companies and confusion for the
stakeholders trying to figure out what really
matters.” (Jessica)

CDP, CDSB, and SASB released a

CDP - the CDP s one of the largest investor-led reporting frameworks used internationally

Sustainable Development Goals (SDGs) - 17 ESG goals with 169 associ argets, set by the UN

“The good news is that there are currently
multiple initiatives underway to develop global
ESG reporting frameworks and standards.”
(Jessica)




5. Are there ways | can be more efficient when it comes to

ESG reporting?

“Many companies are opting to report their ESG performance using multiple, voluntary frameworks and standards, many of
which are overlapping. To more effectively and efficiently report your ESG performance, | recommend that you develop a
deliberate ESG reporting strategy driven by the answers to the following four questions:

oWhy are you reporting
ESG performance?

oWhere will you be
reporting?

oWhat ESG metrics and
indicators will you
report?

oHow will you track,
monitor, and report your
performance?” (Jessica)

Why are you reporting ESG
performance?

The reasons for reporting your ESG

performance will directly influence its quality,

quantity and characteristics. Potential

reasons for reporting may include, but are not

limited to, the following:

Comply with regulatory requirements

Align with peers or competitors in your
industry

sfy stakeholders
including shareholders, investors,
customers, employees, or non-
governmental organizations

Explain how the company has

and responded to climate change
Communi ESG

targets to stakeholder:

Demonstrate how ESG initiatives drive
value for the company

ESG Reporting Strategy Questions

Where will you be reporting?

To determine where your company will report
ESG performance, it's important to first
understand your intended audience:

Start by mapping out all your potential
stakeholders
Once you have identified e

keholder group, then you can
determine the most appropriate
channel(s) to reach th keholdet

Reporting channels may include
everything from your intranet to your

report to spec
disclosure platforms

What ESG metrics and
indicators will you report?

Once you have determined why and where
you will report your ESG performance, you
will need to identify what ESG frameworks
or standards you will follow and what ESG
information you will report:

For each ESG framework or sta rd, it's
important to determine which metri
and indicator: appropriate for your
company - keeping in mind your
reporting obj well as
the material top Or your company

's easy to become overwhelmed
by the volume of information desired by
stakeholders, so it's important to anchor
on the information that is relevant,
material, and reliable for your
stakeholders

YYou do not have to track, monitor and

report every metric in the frameworks or
standards you use

How will you track,
monitor, and report your
performance?

Finally, you will need to determine how you
will collect information for the ESG metrics
and indicators you have prioritized for your
company. Given that you will typically

be gathering information for many
departments across your organization,
investment in a digital tool or software
platform can drive significant benefits
for your company. These benefits typically
include:

Achieving value creation such
reducing costs or enhancing brand

Improving business performance
Controlling ESG risk

Providing evidence of ESG performance




6. What are some current ESG reporting trends | should be aware of?

Statistics that indicate an increase in ESG involvement from companies

-

Investors and shareholders are driving more and more companies to voluntarily report their
ESG performance. In 2019, more than 8,400 companies also voluntarily disclosed to CDP
their practices to measure and manage their environmental impacts. From 2018 to 2019, an
additional 20% of global companies completed the CDP disclosures for climate change,
water and/or forests [1].

Approximately 58% of global companies have carbon reduction targets and approximately
25% have water reduction targets [2].

To support their sustainability programs, companies are seeking information on ESG
performance from their partners throughout their supply chain. According to CDP’s Supply
Chain Report 2018/19, 35% of the 115 program members reported that they are engaging
suppliers on climate change in 2019 — in comparison to just 23% in 2017 [3].

To support efforts to track, monitor, and report ESG performance, companies are investing in
ESG digital solutions. The global sustainability and energy management software market
size was valued at US$ 987.7 M in 2019, and it is estimated to grow to $2.3 B in 2027
(CAGR of 11.4%) [4].



6. What are some current ESG reporting trends | should be aware of?

“When it comes to ESG reporting, one of the key trends | think
EHS&S professionals should keep an eye on is the movement
towards requiring data to be assurable. In a recent Ernst &
Young survey, 75% of respondents indicated that it would be
“valuable” or “very valuable” to have a third-party firm provide
independent assurance over the robustness of an
organization’s processes and controls for ESG reporting.”
(Christine)

“There is a growing movement toward ESG data being held to
the same standards as financial data - the information needs to
be verifiable. You don’t want to be accused of greenwashing or
providing inaccurate information. Many companies are still
using spreadsheets to track and monitor a lot of their ESG
data, especially their environmental programs, and this could
become a growing risk in the future as spreadsheets don'’t offer
features required for auditing and securing data.” (Christine)

“For many companies, software solutions that help track
emissions and waste streams and convert to C02 equivalents
across their different environmental programs can help identify
ways to improve environmental performance.” (Christine)

If interested, | have provided some examples on the
next slide.

How valuable is it to have a third-party firm provide independent

assurance?

Nonfinancial and ESG
performance measures

Climate-related
disclosures in financial

reports

The robustness of an
organization’s processes
and controls for ESG
reporting

The robustness of an
organization’s planning for
climate risks

40% 60%

Source: “How will ESG performance shape your future?", Ernst & Young, 2020.

| don’t know what the percentages in the
graphic above are supposed to represent.



6. What are some current ESG reporting trends | should be aware of?

EXAMPLE 1:

“For example, at Cority, we work with a major retailer and a large oil & gas company to manage their waste. By
tracking waste pickup schedules, volumes, and streams, both companies now have the data to know how often they
really need waste pickups to be performed and are able to reduce transporter emissions. This data has also helped
them identify ways to reuse and recycle some of the waste, resulting in less waste and thus, reduced emissions
from waste — contributing to a circular economy model.” (Christine)

Example 2:

“Another one of our oil & gas customers has found that using a SaaS solution to manage air emissions and GHG
has enabled them to be proactive and meet their quarterly carbon reduction targets by being responsive in real-time
to issues in the field. For example, if there is a meter providing erroneous values in the field, they have ranges set
on the values coming into Cority and if data coming in is out of the expected range, it notifies the GHG team, who
can then immediately respond to those meter variances occurring in the field. The EHS&S team has the data they
need to take action as opposed to waiting until annual GHG reporting comes around and the time to fix issues has
long passed. Overall, having that visibility helps them be nimble and improve environmental performance, which is
then reflected in their ESG reporting.” (Christine)



Sources

[1]: https://www.cdp.net/en/companies/companies-scores

[2]: These numbers are based on an analysis completed for global companies listed on the S&P Global 1200 Index and US
companies listed on the S&P 500 Index (State of Green Business 2020, GreenBiz)

[3]: Cascading Commitments: Driving ambitious action through supply chain engagement. CDP Supply Chain Report
2018/2019.

[4]: Sustainability & Energy Management Software Market Analysis. Coherent Market Insights. Report Code CMI3894. June
2020.
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