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• Corporate governance as the foundation of sustainability
• What sustainability governance structures do companies 

adopt and what are the pros and cons? 
• Other sustainability governance and management issues: 

• Materiality assessment of sustainability/ESG factors
• Sustainability assurance
• ESG ratings
• Greenwashing

Agenda
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Corporate Governance

Economic Environment Social

Corporate Governance: Foundation for 
Managing EES Risks and Opportunities
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• ESG ratings often understate the 
importance of Corporate 
Governance, which should 
provide the foundation of 
overseeing and managing 
sustainability

• However, regulators and 
companies need to consider 
whether their current corporate 
governance practices address 
the interests of stakeholders 
beyond just shareholders

ESG vs CG - FTSE-Russell ESG Rating
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Some Steps Companies Can Take….



7

• Boards take responsibility for overseeing ESG risks and opportunities:
• many boards are still not sufficiently engaged on ESG issues

Source: https://www.weforum.org/agenda/2022/05/is-your-board-an-esg-leader-or-follower/

Integrating ESG Into Corporate Governance Practices
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Integrating ESG Into Corporate Governance Practices

https://www.bdo.com.au/en-au/insights/esg-sustainability/articles/stakeholder-engagement-in-the-esg-process

• Board need to ensure adequate processes in place to understand the 
views of diverse stakeholders
• traditionally, boards and management usually only engage with shareholders, 

particularly institutional shareholders, not other stakeholders such as employees, 
NGOs, etc. 



9

Rolls Royce’s “Employee Champion” Independent Directors

Source: Rolls Royce plc Website

UK Corporate Governance Code (July 2018)
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Integrating ESG Into Corporate Governance Practices
• Mix of skills, knowledge and experience on the board should be expanded to include 

experience in ESG issues
• a study of 1188 Fortune 100 board directors in 2019 found that 29% had relevant ESG 

credentials, but mostly under “S” category

Source: 
https://www.stern.nyu.edu/sites/default/files/assets/documents/U.S.%20Corporate%20Boards%20Suffer%20From%20Inadeq
uate%20%20Expertise%20in%20Financially%20Material%20ESG%20Matters.docx%20%282.13.21%29.pdf
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Getting an Accurate Assessment of the Skills/Experience Gap
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Integrating ESG Into Corporate Governance Practices

• Board ensures there is an appropriate sustainability 
governance structure in place:
• sustainability governance structures are still evolving – companies 

should determine what is suitable for them and be mindful of the 
pros and cons of the structure they choose

• Remuneration committee considers whether and how to link 
ESG factors to executive remuneration: 
• most companies link financial and non-financial KPIs to executive 

remuneration but linking ESG factors to remuneration is still evolving 
for many companies
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Integrating ESG Into Corporate Governance Practices

• Remuneration committee reviews framework of 
remuneration and appropriateness of remuneration 
throughout the company to ensure pay equity and that 
remuneration policies are encouraging the right behaviours:
• the UK Code recommends that the RC reviews workforce 

remuneration
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Integrating ESG Into Corporate Governance Practices

Source: Mak Yuen Teen and Chris Bennett, Guardians of the Capital Market, 2016. 

• Remuneration committee monitors gender pay gaps and ratio of CEO 
remuneration to average employee remuneration:
• diversity and inclusion implies horizontal and vertical pay equity
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Integrating ESG Into Corporate Governance Practices
• Risk management, internal control and internal audit to cover policies 

and controls relating to ESG factors:
• ESG should be integrated into all areas of the business, including risk 

management and controls

Source: wbcsd and IIA, Embedding ESG and sustainability considerations in the Three Lines Model, July 2022.
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Integrating ESG Into Corporate Governance Practices
• Whistleblowing policies cover material ESG breaches:

• whistleblowing policies often cover accounting 
irregularities, financial fraud, bribery and corruption, and 
other serious misconduct, and they should be extended 
to cover material ESG breaches 
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The Board’s Sustainability Responsibilities
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The Board’s Key Sustainability Responsibilities
1. Ensure that the board and management have the appropriate 

competencies, including competencies relevant to ESG
2. Ensure that there is an appropriate Sustainability Governance Structure in 

place 
3. Ensure that the materiality assessment of ESG factors is robust
4. Ensure that material ESG factors are incorporated into strategies, business 

plans, risk management framework and policies; actionable and appropriate 
goals, metrics and targets are set; there are appropriate company policies 
and practices related to ESG in place and that they are implemented; and 
adequate resources to address ESG risks and opportunities 

5. Consider whether and how to link ESG factors to executive remuneration
6. Oversee preparation of Sustainability Report and internal/external assurance 

for sustainability report
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Sustainability Governance Structures
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Sustainability Governance Structures
• Disclosure of sustainability governance structure:

“…an entity shall disclose information about governance body 
or bodies (which can include a board, committee or equivalent 
body charged with governance) with oversight of sustainability-
related risks and opportunities, and information about 
management’s role in those processes.” Draft IFRS S1

• Findings in following slides on sustainability governance structures 
are based on report “Who’s Governing Sustainability?” published 
by Governance for Stakeholders and Sustainable Finance Institute 
Asia in February 2023, which looked at largest 50 listed companies 
in each of Australia, Malaysia and Singapore
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Sustainability Governance Structures

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of 
Large Australian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability 
Finance Institute Asia.

Fully integrated or 
lack of focus?

Probably preferred 
structures for most 
companies at this 
time
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Board Sustainability Committee

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of 
Large Australian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability 
Finance Institute Asia.
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Board Sustainability Committee

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of 
Large Australian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability 
Finance Institute Asia.
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Board Sustainability Committee

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of 
Large Australian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability 
Finance Institute Asia.
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Model 1

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of 
Large Australian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability 
Finance Institute Asia.
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Model 2

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of 
Large Australian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability 
Finance Institute Asia.
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Model 3(a)

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of 
Large Australian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability 
Finance Institute Asia.
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Model 3(b)

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of 
Large Australian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability 
Finance Institute Asia.
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Model 4

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of 
Large Australian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability 
Finance Institute Asia.
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Model 5

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of 
Large Australian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability 
Finance Institute Asia.
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Model 6

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of 
Large Australian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability 
Finance Institute Asia.
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A Possible “Best Practice” Sustainability Governance 
Structure?

Board of Directors

Nominating and 
Remuneration 

Committee
Board Sustainability 

Committee
Board Risk 
Committee Audit Committee

Management 
Sustainability 

Committee/Council 
(Chaired by CSO if 

any)

CEO
E.g., ensuring there is 

appropriate ESG expertise for 
board and mgmt; consider 

linking ESG factors to 
executive remuneration

E.g., ensuring integration of 
ESG risks into ERM

E.g., ensuring IA plan 
considers material ESG 

risks and controls

Sustainability committee’s terms of 
reference should clearly set out its 

responsibilities and its relationship with 
other committees
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Other Sustainability-Related Bodies

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of 
Large Australian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability 
Finance Institute Asia.

• Most common among Malaysian 
companies

• Companies often do not disclose the 
composition of these sustainability 
bodies and their roles and 
responsibilities are often unclear

• 14 companies have formed 
sustainability advisory panels,6 with 
only management and employees, 8 
with either only external members or a 
combination of external and internal 
members – with 4 advising the board, 
3 advising management and 1 
advising both
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Other Sustainability-Related Bodies

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of 
Large Australian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability 
Finance Institute Asia.
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Chief Sustainability Officers

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of 
Large Australian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability 
Finance Institute Asia.
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Chief Sustainability Officers

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of 
Large Australian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability 
Finance Institute Asia.
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Chief Sustainability Officers

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of 
Large Australian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability 
Finance Institute Asia.
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Chief Sustainability Officers

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of 
Large Australian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability 
Finance Institute Asia.
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Chief Sustainability Officers

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of 
Large Australian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability 
Finance Institute Asia.
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Chief Sustainability Officers

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of 
Large Australian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability 
Finance Institute Asia.
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Chief Sustainability Officers

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of 
Large Australian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability 
Finance Institute Asia.
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Chief Sustainability Officers

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of 
Large Australian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability 
Finance Institute Asia.
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Chief Sustainability Officers

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of 
Large Australian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability 
Finance Institute Asia.
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Materiality Assessment of ESG Factors



45

An Example: Materiality Assessment by Company A 
(2019)

• Were the views of the  
appropriate stakeholders 
considered in the 
materiality assessment?

• Was there any validation 
of the materiality 
assessment?

• Were the most material 
ESG factors considered in 
reviewing strategies, 
priorities, policies, etc.?
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An Example: Materiality Assessment by Company A 
(2019)

It claimed to have addressed issues of forced labour and forced overtime; passport confiscation; 
recruitment fees; restricted freedom of movement; and poor accommodation/working 
environment, but it turned out that at least some of the issues were not addressed. 
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An Example: Materiality Assessment by Company A 
(2022)

Is the company under-estimating the importance of environmental factors?
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Sustainability Assurance

The findings in following slides on sustainability 
assurance are preliminary and based on the largest 50 
listed companies in each of Australia, Malaysia and 
Singapore. 



49

Percentage of companies that used Independent Sustainability Assurance 

1) % Independent Assurance is calculated = (Co. with Independent Assurance) / Total No. of Co. (50 or 150) 

2) % Same firm for Independent Assurance & Audit is calculated = (Companies with Same firms) / Companies with Independent 
Assurance
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Others:
- BDO
- DNV
- Lloyds Register (LRQA)
- Ere-S Pte Ltd
- ERM CVS
- Rapid Genesis Sdn Bhd
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CDL: LRQA was engaged to provide assurance only on GHG Emissions Inventory while EY provided assurance for all ESG metrics 
disclosed in CDL’s sustainability report. 
https://www.cdlsustainability.com/pdf/CDL_ISR_2022.pdf

CDL: Multiple Assurance Statements
Pg. 136 – 153 (EY Assurance Statement)

Pg. 134 – 135 (LRQA Assurance Statement) 

https://www.cdlsustainability.com/pdf/CDL_ISR_2022.pdf
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1) The lack of standardisation in 
report formats

• In contrast with the very 
standardised & familiar audit 
statements, sustainability 
assurance statements differ 
greatly in format & content. This 
complicates the comparison and 
benchmarking process. 

2) The lack of standardisation in 
reporting standards & scope 

• There’s a myriad of governing principles/framework for sustainability and across different industries e.g. International 
Council on Mining and Metals (ICMM)

3) Limited assurance versus reasonable assurance

ASX Commonwealth Bank; PWC 

ASX BHP Group (Metals & Mining); EY

Other Issues with Sustainability Assurance
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ESG Ratings
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Major ESG Ratings
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About MSCI:
MSCI ESG Ratings aims to measure a company’s management of financially relevant ESG risks and opportunities. They employ a rules-
based methodology to identify industry leaders and laggards according to their exposure to ESG risks and how well they manage those
risks relative to peers. The products rated range from equity and fixed income securities, to loans, mutual funds, ETFs as well as
countries on a whole.

Framework:Score System

An overall score is generated based on
the firm’s exposure to the ESG factors
as represented by the example on the
right. The Governance pillar is floored
at a minimum value of 33%.

Source: (MSCI, 2022)

MSCI ESG Ratings 
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FTSE Russell ESG Ratings 
About FTSE Russell:
FTSE Russell’s ESG Ratings and data model allows investors to understand a company’s exposure to, and management of, ESG issues
in multiple dimensions. The ESG Ratings are comprised of an overall Rating that breaks down into underlying Pillar and Theme
Exposures and Scores. The Pillars and Themes are built on over 300 individual indicator assessments that are applied to each company’s
unique circumstances.

5 step scoring system:
(1) Determining theme exposures
(2) Indicator assessment and scoring
(3) Calculating theme scores
(4) Calculating pillar exposures and pillar scores
(5) Calculating the overall rating

Score range is 0-5

Source: (FTSE Russell, 2022)
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S&P Global Ratings
About S&P Global Ratings:
The S&P Global Corporate Sustainability Assessment (CSA) enables companies to benchmark their performance on a wide range of
industry specific economic, environmental and social criteria that are relevant to the growing number of sustainability focused investors
and financially relevant to your corporate success. It uses 61 industry-specific questionnaires.

Scoring Methodology:
Scale of 0 – 100 (best)

Source: (S&P Global, 2022)
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Refinitiv ESG Scores
About Refinitiv:
ESG scores from Refinitiv are designed to transparently and objectively measure a company’s relative ESG performance, commitment
and effectiveness, based on company-reported data. This covers 10 main themes including emissions, environmental product innovation,
human rights, shareholders and so on. Furthermore, an overall ESG combined (ESGC) score, which is discounted for significant ESG
controversies impacting the corporations covered.

Scoring Methodology:
Scale of 0 – 100 (best)

5 Step Scoring System:
(1) ESG Category Scores
(2) Materiality Matrix
(3) Overall ESG Score 

Calculation and Pillar Score
(4) Controversies Scores 

Calculation
(5) ESGC Score

Source: (Refinitiv, 2022)
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Correlation between ESG Ratings
• CFA Institute (2021) found correlations between major ratings to range from
0.74 (S&P and Bloomberg) to 0.07 (ISS and CDP). Not only do overall ratings
differ, individual ESG components vary between agencies.
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Examples of Divergence Between ESG Ratings
Example: Keppel Corp (Code: BN4)
• Keppel Corp is an investment holding and management company, and a key player in the offshore &

marine engineering and construction industry. It specialises in 4 key areas: (1) Energy & Environment, (2)
Urban development, (3) Connectivity, (4) Asset Management (Nikkei Asia, 2022) (Keppel Corporation,
2022a)

• ESG initiatives: Environmental Stewardship (Halve the Group’s Scope 1 and 2 carbon emissions by
2030), Responsible Business (Working with stakeholders to incorporate ESG), People and Community (Up
to 1% for worthy causes) (Keppel Corporation, 2022b)

Example: ST Engineering(Code: S63)
• Singapore Technologies Engineering Ltd (ST Engineering) is an integrated engineering group specialising

in innovative solutions and services in the aerospace, electronics, land systems and marine sectors. (SPH,
n.d.)

• ESG initiatives: Set targets for reduction of Scope 1 & 2 GHG emissions, Corporate Community
Contributions through charitable gifts, education and engineering as their forte, Independent
whistleblowing channel (ST Engineering, 2021)

Example: Raffles Medical (Code: BSL)
• Raffles Medical is a private healthcare provider, providing services which range from 24-hour emergency

services, health screening and the operation of multi-disciplinary specialist clinics. (Raffles Medical Group,
2022)

• ESG initiatives: Raffles Hospital Food Waste Initiatives, Supporting Government-Led Covid-19 Projects,
Asian Medical Foundation (AMF) Silver Care Fund (Raffles Medical Group, 2021)

MSCI Sustainalytics

AAA High	risk

MSCI Sustainalytics

AA High	risk

MSCI Sustainalytics

A High	risk
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Examples of Divergence Between ESG Ratings
Example: BP Plc. (BP)
• BP Plc. is one of the largest players in the oil and gas industry, with 3 main business groups: (1)

Production & operations, (2) Customers & products, (3) Gas & low carbon energy (BP, 2022)
• ESG initiatives: In the realm of sustainability, BP has 5 key aims: (1) Net zero operations, (2) Net zero

production, (3) Net zero sales, (4) Reducing methane, (5) More money for new energies, which governs its
overall net zero ambition. In addition to integrating sustainability into E, S and G aspects, they also engage
and rope in stakeholders in this journey of sustainability. (BP, 2021)

Example: Unilever Plc. (UL)
• One of the world’s largest consumer goods companies with 5 main business groups: (1) Beauty &

Wellbeing, (2) Personal Care, (3) Home Care, (4) Nutrition, (5) Ice Cream (Unilever, 2022a)
• ESG initiatives: Looks at various aspects of ESG, from climate action, to raising living standards and

responsible business, some examples include: 100% sustainable sourcing of key agricultural crops,
increasing representation of diverse groups in advertising and ensuring 70% of their portfolio meets WHO-
aligned nutritional standards by 2022 (Unilever, 2022b)

Example: Tesla Inc. (TSLA)
• Tesla is one of the leading electric vehicle manufacturers and clean energy companies. In addition to the

sale of its plug-in electric vehicles, they also supply solar panels, battery energy storage systems and solar
energy generation systems through its subsidiary, Tesla Energy. (Fortune, 2022)

• ESG initiatives: Building more efficient factories and leveraging on renewable energy throughout its
operations, Supporting Ukraine by designing mini power plants to ensure continued energy access (Tesla,
2021)

MSCI Sustainalytics

A High	risk

MSCI Sustainalytics

A Medium	risk

MSCI Sustainalytics

AA Medium	risk
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Greenwashing Risks
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Concluding Remarks
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