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ESG becomes an increasingly critical
performance metric for investors, consumers,
and management

There o rance i f
e 'eporting

Investors and rating agencies are demanding
ESG reports. Strong and outstanding ESG
program is perceived by investors as
companies with better and more stable
performance

We will discuss on how finance can
drive success in environmental, social
and governance (“ESG”) and, in the
process, enhance the strategic role of
chief financial officers (“CFOs”) and
chief financial officers (“CAOs”).

Consumers are more willing to buy and pay
more for companies which are more
environmentally friendly with demonstration of
good governance and a stand on social
justice

Top leader’s performance (i.e. CEOs) will be
measured by their commitment to ESG
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« Climate change and
emissions

« Air and water pollution

* Biodiversity

+  Deforestation

+ Energy efficiencies

+  Waste management

*  Water scarcity

FSGRasis 2

ESG issues represent the non-financial factors used to evaluate a company’s practices
around —

- the conservation of the natural world; %

- the consideration of people and relations; and ﬂ
- the standards of running a company.

* Board composition

*  Audit committee structure
*  Bribery and corruption

«  Executive compensation
* Lobbying

»  Political contributions

*  Whistleblower schemes

+  Customer satisfaction

» Data protection and
privacy

* Gender and diversity

+ Employee engagement

+  Community relations

*  Human rights

* Labor standards

Environment

Governance

Consumers and investors expect companies to take positive action on issues such as climate change, social justice, diversity and inclusion, and exploitation of workers. ESG
refers to topics that are important to stakeholders and commonly cited in corporate responsibility and sustainability reporting
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Poor ESG practices pose environmental,
legal and reputation risks to the company.

Difficulties in measuring the ESG outcomes,
reporting metrics on ESG priorities and
performance.

The lack of well-defined corporate-wide
strategies for ESG and established programs
to act on the Broad commitments or measure
result.

Failure in connecting ESG performance to
business strategy or link ESG metrics to other
quantitative performance measures.
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The CFO, CAO and the finance team are the organization’s “reporting
gatekeeper”and their roles are expanding to more than reporting financials.

Advantages of finance
management of ESG

Finance can leverage its existing skills and

Finance team has the experience compiling and reporting on metrics to framework to drive the organization's ESG agenda

stakeholders and shareholders. CFOs and CAOs also have deep

experience in other forms of regulatory and compliance filings. Internal and external reporting

Cross functional integration
Finance is ideally positioned to track the information needed forESG
strategies and reporting and to see data on sales, supply chain, customers, @ Financial management
and other types of information that help assess ESG performance.

@ Governance and risk management

Finance works_, ac.ros’s functions aqd business units, and is in a positionto Process efficiency
lead an organization’s ESG reporting and data management programs.
@ Investor relationships

The financial planning and analysis organization can connectESG
information, drive insights, and reporton progress.
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Companies demonstrating
commitmentto ESG are in a better

position to secure capital investments

* Increasing top-line growth

* Reducing costs

» Decreasing investor, regulatory and legal
interventions

@ _Investment [9) e

Incorporating ESG into strategy and value
management by:

« Establishing sustainability guiding principles that will
steer investment decision to create value

E Corporate Strategy * Prioritizing strategic initiatives by incorporating ESG

ESG should be part of overall
enterprise risk managementto
monitor, mitigate and address
ESG risk

CFOs and CAOs should understand
the financial risks and non-financial
risks of ESG issues but also aware the
opportunities that come with
recognizing and managing ESG risks

<PMIG
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drivers into business cases and quantifying sustainability
impacts

«  Driving ownership, accountability and organizational
influences across the business

Reporting D/ 2 |

Demonstrating ESG efforts to stakeholders

Finance enables non-financial metrics to carry the same
weight as financial results when evaluating ESG
Process.

e
Common ESG metrics: .n.

« Air quality: greenhouse gas emissions
+  Water management: total water withdrawn from

sources and consumed
* Environmental footprint: total energy consumed and
percentage of renewable energy use




E\/U‘\/‘ﬂg ESG SJ[aﬂUarUS Guidelines for what ESG metrics should be reported

are still evolving. However, the momentum towards
standardizing ESG reporting is becomlng strggger
and more urgent.

The Sustainability Accountability Standards Board (SASB):
Provides industry-specific standards used to identify risks and
opportunities most likely to attract a company’s financial
condition, operating performance, or risk profile.

Global Reporting Initiative:
Provides a framework, supporting standards and contributions
towards sustainable development.

Taskforce on Climate-related Financial Disclosure:
Provides voluntary, consistent climate-related risk disclosures.

As these standards continue to be refined, some companies have
already begun to report their ESG activities in their sustainability
reports and integrated reports.
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HOW {0 Degin el repartind and strategy

Do you posses the
required data and
reporting capabilities
to track and report
ESG impacts,
including measuring
successes and
identifying gaps?

How can you integrate

ESG into the value
identification and

measurement
processes?

What are the
company’s material
ESG topics?

In what part of

the organization can
you make the largest
ESG impact? Do they
align with the
company’s material
focus areas?

Is your finance
department

adequately integrated
into on-going and

potential ESG

initiatives? Is finance
involved in project
design to ensure

( )

What ESG topics
and concerns are

your stakeholders \ ) \_ ) ir)itiati\{e meet both \_ Y.
most interested in financial and ESG
understanding? goals?

Organizations can start with an assessment of their operations regarding ESG and begin by choose 3 — 5 areas to focus on. It may be thatthe
organization’s reporting systems can’t accurately capture the data needed.

Moving forward with this commitment may require an investment to acquire the tools, technology, and professionals to understand, capture, analyze
andreporton relevant ESG data, metrics, and KPIs.
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HOWKPMG helped clients with
oL Droniems?

Helping aretailerimproveits ESG reporting

A KPMG team with in-depth knowledge of the company and industry (and
familiarity with the Global Reporting Initiative reporting framework) worked with
the client’'s CFO and CAOQ.

The team identified key areas for improvementin the company’s data
collection and reporting processes. Leveraging experience and knowledge
gained. From similar engagements, KPMG provided practical suggestions to
improve the way data is collected and how it is analyzed and communicated to
enhance overall reporting.

These new protocols enabled the company to adjust policies and procedures
and implement better practices to ensure future reporting is more accurate and
substantial.



KPMG IMPACT has developed a framework for organizations to quickly understand where
they are on the ESG maturity scale. Below is the ESG maturity model.
| calculated |_Fundamental |

[
Stakeholder S Strategy & :'E Governance, {lﬂ}i/' Risk Assessment (r‘% Commun_ication ;\/,-
Engagement f" "f Objective-setting |*— Culture &People & & Infrastructure =P & Reporting v

No IT:SG YlSlon/goaIs, No defined roes/ Little or no quantitative/ No reportllngt-& iaht
No financial/ resource responsibilities/ processes for | 0 Jrii o aecoco oo | COMMunication oversig
Beginning Tactical and Reactive commitments to ESG; No managing ESG impacts; No ESG risks: A lack of structure.; No rgsult are
stakeholder engagements materiality testing/ board awareness/ executive dedicated svstems! tools communicated internally/
identification of issues buy-in of ESG risks. y externally; Unidentified
undertaken data quality gaps.
Consideration of , . —
stakeholder issues and Clear ESG strategy with The Board is aware ofa Goals & KPls are defined Some communications
concerns (not prioritized specific, measurable & selection of ESG impacts ywth ywth rlsks._lnfrastructure on ESG impacts to
Proficiebt according to materiality); targeted goals; General cross-functional collaboration in place with mostly stakeholders; Processes
Key stakeholders engag’ed understanding of material on ES_G '_mpaCtS; No c]ear repeatable processes; in plgce to enhance the
in strategic, proactive issues organ'|z.a't|o'n/ ownership on Only ad-ho_g systems to q_uallty of data for ESG
initiative ’ ESG initiatives. meet specific demands disclosures
Formal & documented Integrate ESG vision into Designate leadership to ESG risk criteria include Formally documented &
materiality testing to identify = enterprise mission statement; = corporate-level sustainability adaptability & speed; approved reporting &
' stakeholder issues; Formal process to review leader, BU or functional-level Business cases include communications strategy;
Leading Complex stakeholder goals on a regular basis; leaders; Clear ownership & ESG risk context; ESG ESG disclosures are
partnerships are regularly Integrated thinking to PMO structure for all ESG processes are integrated provided to stakeholders &
developed and monitored understand ESG impacts & initiatives. ESG included in into core planning & key customers on a timely &
deficiencies Board Charter business processes regular basis; ESG data is
verified & asgured
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HOWKPMGIMPACT canhelp = .y

With the experience and knowledge to help companies
define ESG strategy, fulfil ESG commitments, and
establish a framework to report on ESG activities.

Building on the wealth of industry-specific experience and
knowledge, KPMG is working with clients in a range of
industries to develop and integrate ESG and operational
strategies.

To help in defining appropriate data collection systems,
metrics and targets to monitor, manage and report ESG
risks.

To provide advice on how best to disclosure ESG risks in
financial disclosure and provide good practice examples to
guide reporting
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oW KPMG professionals canhelo
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Understand the ESG issues that are material for your organization
and your stakeholders

en your corporate activities witmation’s Sup*able Deﬁopment
oals and assess your contribution ing the goal
J‘g LY )

‘ Choose the right reporting approaches and framework for your business

. Integrate financial and non-financial information in your reporting and report

information for specific pu h as sustainability indi

3 @0r sPecioPURESERINE " =
‘ Benchmark the quality of your reporti&ainst industry peeg

"
. Gain independentassuran internal and externaI‘orting systems and
your sustainability reporting

‘ Assess sustainability risks of your suppliers
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