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« Corporate governance as the foundation of sustainability

« What sustainability governance structures do companies
adopt and what are the pros and conse¢

« Ofher sustainability governance and management issues:
« Materiality assessment of sustainability/ESG factors
« Sustainability assurance
« ESG ratings
« Greenwashing
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Corporate Governance and its Purpose
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Corporate Governance: Foundation for
Managing EES Risks and Opportunities
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ESG vs CG - FTSE-Russell ESG Rating

Tax
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Risk
Management
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Resources

Customer
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& Community & Safety
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iImportance of Corporate
Governance, which should
provide the foundation of
overseeing and managing
sustainability

However, regulators and

LESA 2023

LEADERSHIP FOR ENTERPRISE
SUSTAINABILITY ASIA

« ESG ratings often understate the

companies need to consider
whether their current corporate
governance practices address

the interests of stakeholders
beyond just shareholders

O -
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Some Steps Companies Can Take....



ASIAN ~N\) LESA 2023
#SUSTAIN-ABLERS LEADERSHIP FOR ENTERPRISE

,N ACT’ON / SUSTAINABILITY ASIA

Integrating ESG Into Corporate Governance Practices

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

To what extent does your board of directors consider the impact of climate change in its oversight of strategy?*

To a great extent
To some extent
34%

To a limited extent

Not at all

Source: https://www.weforum.org/agenda/2022/05/is-your-board-an-esg-leader-or-follower/ @
/
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Integrating ESG Into Corporate Governance Practices

Board need to ensure adequate processes in place 1o understand the
views of diverse stakeholders

- fraditionally, boards and management usually only engage with shareholders,
ﬁ%rgculqrrly institutional shareholders, not other stakeholders such as employees,
s, etc.

» Federal » Local
» State » International

» Manufacturers Tier 1 stakeholders: They hold significant influence and interest in the organisation's sustainability operations.
» Material suppliers
» Logistics

This group should be high-touch and high-priority, with one-on-one or small group meetings and frequent

communication.
» Enterprise
g O Tier 2 stakeholders: This group’s opinions and guidance matter, but they don't have as heavy an impact. Their
enterprises
: gxﬁ - feedback should be given great consideration, but they don't require the same amount of time and attention as
OREANEATIONAL Tier 1 stakeholders.
STAKEHOLDERS )
? Searites Tier 3 stakeholders: These stakeholders are interested in your organisation and efforts but hold less influence.
» Shareholders Exchange (ASX)
i 8 . . While their opinions should be taken into consideration, they don't significantly impact the prioritisation of your
and lenders Investments
» Insurers Commission operations.
(ASIC)
» Sector regulators
Tier 4 stakeholders: This group has moderate influence and moderate interest. They simply require updates
» Employees

Local trad i i
Arysiear~-S and information about the ESG process along the way.

» Underrepresented groups

» Contractors
» Sub-contractors

https:.//www.bdo.com.au/en-au/insights/esg-sustainability/articles/stakeholder-engagement-in-the-esg-process Q /9 8
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Rolls Royce’s “Employee Champion” Independent Directors

UK Corporate Governance Code (July 2018) lrene Dorner

The board should understand the views of the company’s other key
stakeholders and describe in the annual report how their interests
and the matters set out in section 172 of the Companies Act 2006
have been considered in board discussions and decision-making.?
The board should keep engagement mechanisms under review so
that they remain effective.

For engagement with the workforce,® one or a combination of the
following methods should be used:

¢ adirector appointed from the workforce;

¢ a formal workforce advisory panel;

* a designated non-executive director.

If the board has not chosen one or more of these methods, it

should explain what alternative arrangements are in place and why it
considers that they are effective.

Independent Non-Executive Director

Chair of the Remuneration Committee
Member of the Nominations & Governance and Safety, Ethics & Sustainability Committees

Employee Champion

Beverly Goulet

Independent Non-Executive Director

Member of the Nominations & Governance, Audit and Remuneration Committees
Rolls-Royce North America Holdings, Inc., board member

Employee Champion, North America

Lee Hsien Yang

Independent Non-Executive Director

Member of the Nominations & Governance, Audit and Safety, Ethics & Sustainability Committees

Employee Champion, Asia Pacific

Source: Rolls Royce plc Website ( )
/
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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

- astudy of 1188 Fortune 100 board directors in 2019 found that 29% had relevant ESG
credentials, but mostly under “S” category

2 With - Wit 2o Wt
S Categoriaes Rthan:. E Categories cR-l-vant S Categories Relevant
Credaemntia redectials credentiabs
Woorkplacs Diveaersity S5 026 (&0) Ernvaeergy 1T 295 {(14) P e el e 2629 (31)
orversaghtleccr-arts
Feaith Case S.526 (<31) Conservations T 255 (13) Regulaltory body 1.0 (72>
(physicans, hospaal, Natosre (SEC. FCO)
claniic bocarcs, et )
Health 1.9 (=232 Suestanatie B (7O CyDbeaermmeiaecom S (3)
chalengesiadwvoc=scy Businaess ST LTIy
CSFvESCS 1.S5°a (18) Sesstasirsastsles B {20) Risk _Aana (S)
Dervealoprmeant
vV yusrrsam nighbhts 1.596 (182) Envronmentsl S (&) Ethics/corTruption’ S2AOG (=)
I=rww COrpEor=ate
resroasSiD iRty

YW ourth ecuascation ., 1.2 (74) Enviroanmental 59 (&) Ficucary/cSraectos _396 (<42)
nNealith, safety Protecton resp-orsiD ity
Ecomoaomic/icommumily 1.1 (13 ESG mvesting -3%. (4) SGovermnamcs -19s (=)
developersaenit
FHursan Resowurces BEOS C(10) CHrmsate =% 43)
Aciealt @xciiacaticoes TS (92) WVSatare 1S 32)
MNopro@©sit CEO TS (52D
P hhlanthroooy ST (B
Sustainaibhle S
clesve=lcogarywe=ryl
NMaedia'sarts -89 (4)
Pubhiic policy LA (3
Affordabde Nnousing 29 (=)
WWorkpiasce benerits -196 (2D
Nutrtom 19 (2>
wWWorkpliasce safaty OS99 (1)
ESG lrrvost:'rts_; O (7))

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 Q /9 10
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Getting an Accurate Assessment of the Skills/Experience Gap

Example 1: Company A

Directors with

Skills/Experience skill/experience

Retail markets

Summary

Extensive experience in retail. knowledge and

experience of customer outcome focused

transformation in the food. drinks or general

merchandise sectors. including global experience

Governance Demonstrated experience in. or a commitment to

best practice corporate governance standards

Risk management Expertise and experience anticipating. identifying
and managing key risks, including financial.
non-financial and emerging risks and monitoring
the appropriateness and effectiveness of risk
management frameworks and controls

Strategic thinking Expertise and experience in identifying and
critically assessing strategic opportunities and
threats, including constructively questioning and
challenging business plans and overseeing
successful transformation execution in large.
complex organisations to create sustained. resilient
business outcomes

Sustainability Knowledge. experience. and commitment to social
and climate responsibility. including in relation to
sustainability. governance. climate change. carbon
emissions reduction. human rights and responsible
sourcing to create long-term sustainable value and
benefits

Digital data and
innowvation

Expertise and experience in innovation. adoption
and implementation of new technologies. digital
disruption, leveraging digital technologies.
understanding the use of data and data analytics,
and accelerating digital. eCommerce and
convenience propositions responding to rapidly
increasing demand

Financial acumen Proficiency and expertise in capital management.
financial accounting and corporate reporting.
including understanding the key financial drivers of
the business and the ability to probe the adequacies

of intermmal financial controls and systems

Culture, people Experience in organisational culture and

and remuneration overseeing the operation of consequence
management frameworks. people management
and succession planning. setting strategy linked
remuneration and reward frameworks, end-to-end
remuneration governance and promoting diversity
and inclusion

Regulatory and
public policy

Expertse identifying and managing legal.
regulatory. public policy and corporate affairs
issues, including professional experience working
or interacting with government and regulators

~
-

Example 3: Company C

Skills and experience

Relevance to bank

Leadership Held senior leadership role such as CEO
or similar position in an organisation of

significant size or complexity.

Setting strategy and evaluating the
performance of senior leaders.

Experience in the financial services sector
and regulation, including retail and
commercial banking services and adjacent

landscape, opportunities and
challenges in the sector.

Proficiency in financial accounting and
reporting, capital management and/or
actuarial experience.

©
-
L

Assessing complex financial and capital
management initiatives.

Experience in leading, developing or
executing strategic business objectives,
induding bringing to bear a global
perspective.

organisational strategy in a global
context.

Experience as a Non-Executive Director
of a listed entity (Australia or overseas)
and/or understanding of legal and
regulatory frameworks underpinning
corporate governance principles.

Understanding local and offshore legal
and regulatory frameworks to effectively
perform the role of Director.

Risk management Experience in identifying, assessing and
monitoring systemic, existing and
emerging financial and non-financial risks.

Monitoring risk ite, assessing the
overall risk profile and adapting to
emerging trends.

Digital and technology
4 &3

Experience in technology and innovation
and the impact on customer experience.

Supporting the Bank’s digital strategy.

Enhanced customer outcomes Understanding of the changing needs of
customers with a focus on improving their

financial wellbeing and enhancing their

(]
o

Providing constructive challenge to
ensure customer needs are met.

Stakeholder engagement Experience in building and maintaining
trusted and collaborative relationships
with governments, regulators and/or
community partners.

@
w

Ensuring an effective engagement
program with regulators and other
stakeholders is in place.

People and culture Understanding organisational culture,
succession planning, and remuneration
and reward frameworks.

~
>

Overseeing the culture of the Group
and upholding the Code of Conduct
and attracting and retaining talent.

Environment and social Understanding the potential risks and
opportunities from an environmental and
social perspective.

Influencing sustainable practices,
environmental and social outcomes.

W High comp ¥, b and experience P

W Awareness
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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 sfill evolving
for many companies

<§ 9 12
/
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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

33. The remuneraton commuttee should have delegated responsibility
for determiming the policy for executve drector remuneraton and
settng remuneration for the char, executive directors and senior
management.” ik should rewvew workforce' remuneraton and
related policies and the ahignment of incentves and rewards with
culture, taking these mnto account when setting the policy for
executive director remuneration.
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Integrating ESG Into Corporate Governance Practices

Remuneration committee monitors gender pay gaps and ratio of CEO
remuneration to average employee remuneration:

diversity and inclusion implies horizontal and vertical pay equity

Ii/‘EOPI_E ARE OUR N\
- E OST IMPORTANT A =T
P CMEET7INVG THAT™S wiHY w e HA%/SE N
N PROGRESS SUCH A HiIcH GinNg INDE X
Nl OUR ComMmPANY—
TO ENCcCoOouvereAe
OUR EMPLOYEES.

Source: Mak Yuen Teen and Chris Bennett, Guardians of the Capital Market, 2016. / 14
@/
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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 conftrols

Figure 1: The Institute of Internal Auditors Three Lines Model

Figure 4: Key actions for the Three Lines Model roles in sustainability and ESG considerations

Governing body Management Internal audit

The llA’s Three Lines Model

GOVERNING BODY

Governing Bedy roless integrity, leadershio and £
Governing body roles: Management roles:
 MANAGEMENT Fstablish govemance Develop mutti-capital approach
| emiuna oo mechanisms N

Pt Second e riex el Undertake materialty

g oo Ty Oversee ESGreporting assessment to inform ESG risk
uzfmt Strategy managemeﬂ[
KEY: | 4N Accountatility, reportirg | E‘:t;\cx!ct;t‘u::zz;fn L d :;::(r;nfnﬁo;mﬁi:;:: Engage Wlth Stakeho’ders Oversee ESG data qua“ty

and reporting

Copyrigrt © 2020 by The irsd e of temal Apoiors, |ng. AX rghts seserved

Source: wbcsd and lIA, Embedding ESG and sustainability considerations in the Three Lines Model, July 2022. @ 19
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Integrating ESG Into Corporate Governance Practices

- Whistleblowing policies cover material ESG breaches:

whistleblowing policies often cover accounting
iregularities, 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

. Ensure that the board and management have the appropriate

competencies, including competencies relevant to ESG

Ensure that there is an appropriate Sustainability Governance Structure in
place

Ensure that the materiality assessment of ESG factors is robust

Ensure that material ESG factors are incorporated into strategies, business
plans, risk management framework and policies; actionable and appropriate
goals, meftrics 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

Consider whether and how 1o link ESG factors to executive remuneration
Oversee preparation of Sustainability Report and internal/external assurance
for sustainabllity report

' 18
@/
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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
5096 o — e Probably preferred

Fully intfegrated or
lack of focus?

structures for most

1061%

Fully integrated Dedicated board Hybeid boasd
sustaimabiity suszainabiliny
COMmMmemithee CcoMmemitiee

Figure 16: Models of sustainability governance adopted by sample companies

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

Finance Institute Asia. Q- /9 21
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BOARD SUSTAINABILITY COMMITTEE
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Fourteen Australian companies (28%). 11 Malaysian companies (229%) and 13 Singaporean companies
(26%96) have either formed a dedicated sustainability committee or egquivalent committee, or expanded the
scope of an exdisting committee to include responsibilities for sustainability.

Figure 8 shows the industry sectors of the companies which have established board sustainability
committees.

Sectors — Board Sustamability Commaittees (Separate and Merged)
Across all 3 markers (38 Companies)

Materials

Concsumer Staples

Industrials

Financials

Energy 79% )

Rezal Estate 79% 3

Information Technology 5.3% )
Usiltities P 2%)) ‘

Healthcare ERCRe)
Communication Services R e
o sx 10% 15 2o

Figure 8: Establichment of board sustainability committees

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. Q /9 22
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Board Sustainability Committee

Chairman of Sustainability Committee (Single & Merged) Board Sustainability-Related Committees Composition

Yy 83%

HO8 54%

Bursa B

All 3 Markets 55 Al 3 Markets B

0% %% 0% 5% 100% 0% %% 50% 5% 100%
[l Indepencent NED [ Norwindependert NED [ Executive Directors (CE0 & MD) W indepencent NED [l Non-independert NED [l Executive Directors [l Othen

Figure 12: Chairman of board sustainability committees Figure 13: Independence of board sustainability committees

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of
Large Avustralian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability -
Finance Institute Asia. (g /9
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Board Sustainability Committee

Issues to consider in deciding whether to establish a board sustainability
committee

® Should the company form a board sustainability committee or a combined
sustainability committee?
* Who should chair the board sustainability committee?

* |f the board sustainability committee is chaired by an executive director or a
non-independent non-executive director, are there conflicts that may arise?

* What is the appropriate composition of the board sustainability committee in
terms independence and competencies?

® Should non-board members, either internal or external to the company, be
co-opted as members of the board sustainability committee?

* What should be the responsibilities of the 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. (Q /9 24
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Model 1

Sustainability Governance Structure lssues to consider under Model 1
Chief Executive . i i " e L
Offcer (CEQ) * |sthe board adequately discharging its ficuciary responsibilities for sustainability
. jssues, such as with respect to climate rsks?
PR Supported by Regional + Are sustainability considerations being considered in board composition, board
Sustainability 4) Operations Teams - upstream - « s :
and downstream practices and board decision-making?
= = = = * |sthe impact of sustainability-related risks and opportunities on the business
. L Sustainabil; inouts?
S u':fﬁw?l'n, Sty — based solely on management’s inputs?
o = .O.n Environmental ommunication ! - - - - - -
L ey Complanee. et + Are the companys strategies, policies and practices adequately incorporating

considerations of sustainability risks and opportunities?

Figure 17: Example of company without board or board committee involvement in sustainability governance

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. Q /9 25



Model 2

Our Sustainability Governance Structure

&
2 @b 3 It
m - dsb &

Board of Directors Sustainability Sustainability All Employees
Steering Committee Task Force
Provide oversight on significant  Develope sustainability strategy  Manages sustainability polices, Implement custainability
EESG factors that are material and policies; monitors initiatives, and programmes initiatives and programmes
to long-term business performance
objectives

Figure 18: Example of company with a fully integrated model

ASIAN A~
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lszues to consider under Model 2

v [5the board peying suffcient attention to the mpact of sustainabiltyrisks and
opportunties, together with s existing responsibilites?

+ Does the board have the appropriate composition (.g,, independence,
competencies and diversiy) to oversee sustainebilt risks and opportuniis?

v Are the responsibites end work of board committees taking into account
sustanabilty considerations’”

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of

Large Avustralian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability

Finance Institute Asia.

Q’ 9 26
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Model 3(a)

Governance Structure

Board of Directors

Board Sustainability Committee
(chaired by the Group Chief Executive Officer)

1
[
J

Group Sustainability Council
(chaired by the Group Chief Sustainability Offcer]

-E Spectalued Funcsce
nsetitional | Corsumer | Treasury & Technology Legal, Human | Climate Steering Committee
Banking Banking Marets & Compliance | Resouce | Stategic IS TV AT

Operations | & Secretaniat USRS | Chief Risk Officer, Group
Communica- Head of Insttutional Banking
tons and the Chief Sustainabilty
Officen)
The structure outlines how our sustainability govemance acrocs the Board, Board Committee, the Management, and specialised

functionz. It builds upon the respective areac of responsibilities and expertice to enhance the oversight on our sustainability agenda.

Figure 19: Example of company with a dedicated board sustainability committee
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Issues to consider under Model 3(a)

* Does the board sustainability committee have the appropriate leadership and
composition?

* Are all material ESG factors identified and does the board sustainability
committee have oversight over them?

* Does the board sustainability committee review and approve the sustainability
governance structure/model?

* What are the responsibilities of the board sustainability committee viz-a-viz other
board committees where they may overlap?

* Does the board sustainability committee interact and communicate with other
board committees on sustainability matters?

* Isthere a risk of a “silo” approach to addressing sustainability matters?

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

Finance Institute Asia.
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Model 3(b)

Board of
Directors

Risk Management &
Sustainability Committee

Sustainability

Steering
Committee

Group Purpose &

Group Sustainability Team

Project
Management

Office

Culture Team

l l

Global Sustainability Business Unit Level
Taskforce * Sustainability Steering

(Representatives from all Committee
business units) ® Sustainability Working
Committee
® Full-time Sustainability
Executive

Figure 20: Example of company with a hybrid board sustainability committee

l

Focus Area Taskforces

® Diversity, Equity &
Inclusion

* Health & Well-being

® Skills & Leadership

* Community Investment

ASIAN
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IN ACTION

/ SUSTAINABILITY ASIA

lszues to consider under Model 3(b)

Does the hybrid board sustainability committee have the appropriate leadership
and composition?

Are all material ESG factors identified and does the hybrid board sustainability
committee have oversight over them?

Does the hybrid board sustainability committee review and approve the
sustainability governance structure/model?

Are the responsibilities of the hybrid board sustainability committee compatible
with its other responsibilities, with no conflicts?

Is the hybrid board sustainability committee paying sufficient attention to
sustainability risks and opportunities given its other responsibilities?

Is the hybrid board sustainability committee achieving the right outcomes or
does it instead reflect a narrow perspective of sustainability (such as viewing
sustainability purely in terms of risks rather than opportunities)?

Does the hybrid board sustainability committee interact and communicate with
other board committees on sustainability matters?

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.

O
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Model 4

Legend:
—————» Reportsto
............. » Headed by

"""""""""""""""""""""" » Sustainability Action Working Group (SWG)

----------

——

Sustainability Champions (SCM)

*

Sustainability Stewards (SS)

Board of Directors

Board Risk Committee (BRC)

Management Committee (MC)

Group Risk Management (GRM)

Figure 21: Example of company using a single existing committee to help oversee sustainability

ASIAN
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lssues to consider under Model 4

Does the existing committee have the appropriate composition to help oversee
sustainability risks and opportunities?

Is the existing committee paying sufficient attention to sustainability risks and
opportunities given its existing responsibilities and nomenclature?

Is the existing committee achieving the right outcomes or does it instead reflect
a narrow perspective of sustainability?

Where sustainability responsibilities are tasked to a risk or audit committee, does
it reflect and convey a mindset that sustainability is only about risk mitigation
and compliance, rather than also about opportunities?

Does the existing committee interact and communicate with other board
committees on sustainability matters?

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of

Large Avustralian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability

Finance Institute Asia.

Q 9 29
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Model 5

lszues to consider under Model 5

+ Do the existing committees have the appropriate composition to help oversee
sustainability issues related to their responsibilities?

Group HSSE

Compliance Sustainability
Unit LCSC

* Are the existing committees paying sufficient attention to sustainability nisks and
opportunities given their existing responsibilties and nomenclature?

* Do the existing committees interact and communicate with other board
e . committees on sustainability matters such that there is an integrated approach?

Human Resource Strategy & Sustainability Compliance Focal HSSE Function
Planning Unit Focal Champions Champions

Figure 22: Example of company using multiple existing committees to help oversee sustainability

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of

Large Avustralian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability -
Finance Institute Asia. Q /9 30



Model 6

Strategies
and Polices

Net zero ambition
for scope 1 &2
emissions by 2050

Target 35%

reduction in

Scope 1 &2
emissions by 2030

Climate Change
Policy. adopted in
ly 2021

Prepare reported

information with

reference to GRI

Standards from
2021

Key
Performance
Indicators

Targets of 50,000
tonnes COZ-=
reduction by the
end of FY24 and
100.000 tonnes
CO2-e reduction

Board of Directors

Environment, Social
& Safety Committee

Audit & Risk
Committee
Provide oversight of the
finanaal control systems
and risk manage:

systems.

Remuneration
Committee
Mecasure progress and
satisfaction of dimate
change and water use
KPI's wathin annual
remunerations
frameworks.

v

Managing Director & Chief Executive Officer (MD & CEO)

Responsibilities
The MD & CEO

g the fink

between the Board and the Executive
teamn and ensures execution of the
dimate stategy set by the Board.

Rewards

Refer to Key Performance Indicators.

A A 4
+ - v
| e W s W o |
Officer Officer Officer
| o ) o | e |
Officer Officer Officer
A A F N A

h 4

y h 4

h 4

Provide expertise in a range of discy
social performance. ESG reporting. of mine planning.
v 9 w, risk fu and Z

Technical Teams

induding water, energy, decarbomisation,
i procurement and suppher

performance

f
v
Risk Management

f
v
Technical Services
D bomication S
M‘Iw

An example of a company with such a structure is shown in Figure 23.
Figure 23: Example of a company using dedicated board sustainability committee and multiple existing

committees to help oversee sustainability

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of

Large Avustralian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability

Finance Institute Asia.
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Iszues to conzider under Model 6

* Does the board sustainability committee review and approve the sustainability
governance structure/model?

» Are all material ESG factors identified and does the board sustainability committee have
oversight over them?

» Are the responsibilities of the sustainability committee and other existing committees
clearly defined, with particular attention paid to areas where responsibilities may overlap?

* Does the board sustainability committee have adequate interactions and communications
with other board committees on sustainability matters that impact the work of these other

committees?

Q 9 31
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A Possible “Best Practice” Sustainability Governance
Structure?

Board of Directors

Sustainability committee’s terms of
reference should clearly set out its E.g., ensuring IA plan
responsibilities and its relationship with E.g., ensuring integration of considers material ESG
other committees ESG risks into ERM risks and controls

Nominating and

Remuneration Audit Committee
Committee

E.g., ensuring there is
appropriate ESG expertise for
board and mgmt; consider
linking ESG factors to

executive remuneration Management

Sustainability
Committee/Council

(Chaired by CSO if =
any) Q /9 32
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Other Sustainability-Related Bodies

Sustainability *
Groups (58)
28.3% L Sustainabiity
Committee (46)
22 4%
Sustainability
Representatives (10) Sustainability
49% Steering
Committee (39)
19.0%
Sustainability
Task Force (7)
34%
Sustainability
Advisory (14)
68% Sustainability Sustainalility Wirking
Council (14) Committee (17)
6.8% 8.3%

Note: “Sustainability Representatives* include chief sustainability oicers, sustainability managers/directors, sustainabiity representatives
and sustainability stewards, *Sustainability Advisary” includes sustainabilty advisory panaels, sustaimability centre of expertise and
sustainability forums,

Most common among Malaysian
companies

Companies often do not disclose the
composifion 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

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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Other Sustainability-Related Bodies

Companies with Management Bodies focusing on Climate & Environment

WYes N
100.0% ——
75.0%
50.0%
25.0%
0.0%
All 3 Markets ASX SGX Bursa
(139 Bodies) (45 Bodies) (44 Bodies) (S0 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. (&' /9
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Chief Sustainability Officers

Issues to consider on the chief sustainability officer (CSO)

¢ Should the company appoint a C507?

Who should the CSO report to?

Should the C50 be a dedicated role?

¢ Should the company appoint an internal or external candidate for the C50 role?

* What are the desired qualifications and experience for the C507?

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. Q /9 35
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Chief Sustainability Officers

Companies with a designated CSO (or equivalent)

BNA i Yes

100.0% --—-

750% --—-

500% --—-

250% -———-

0.0%

All 3 Markets ASX SGX Burca

Note: In some cases, companies did not discicse the presence of a CSO but searches of other external sources, such as Unkedin, indicate
that they have a CSO. “NA" indicates those companies where no CSO could be found either through the company’s daclosures or other
external sources.

Figure 29: Appointment of CSOs across the three countries

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of

Large Avustralian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability -
Finance Institute Asia. Q /9
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Chief Sustainability Officers

i Male [ Female

All 3 Markets ASX SGX Bursa
(68 companies) (34 companies) (23 companies) (11 companies)

Figure 31: Gender of C50s

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of
Large Avustralian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability -
Finance Institute Asia. (g /9
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Chief Sustainability Officers

CSO Reporting Relationship
W ASX BSGX (23 compenies) lBuma (11 companies) [l All 3 Markets (58 companies)

B oD - e
e
L e T —————————— T
20% ----- e o e e e e

J o ._ ox ox .__ﬁ ox

Management Board/Other CEO/MD Other EXCO/Group Undisclosed
Summabclrty Sustainability Board C-suite Management
Committee Committees Committees Members Committees

Figure 32: Reporting relationship of the CSO

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of
Large Avustralian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability ~
Finance Institute Asia. Q /9 38
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Chief Sustainability Officers

CS0 (or equivalent) with a dedicated Sustainability Role
B Mutiple Roles | Cedicated Rale

1000% --—-

750% --—-

All 3 Markets ASX SGX Bursa
(68 companies) (34 companies) (23 companies) (11 companies)

Figure 33: Dedicated CSO role

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. (g /9
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Chief Sustainability Officers

Appointment of C50
100.0% - p—— -
75.“ o ----"----"--—

250% —-- .- .. [

0.0% — o - e -
ASX SGX Bursa All 3 Markets

(34 companies) (23 companies) (11 companies) (68 companies)

Figure 34: Internal versus external CSO appointment

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of

Large Avustralian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability ——
Finance Institute Asia. Q /9 40
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Chief Sustainability Officers

ESG 63.2% (43)

Strategy & Innovation 8.8% (6)

Operations 7.4% (5)

Communication 59% @)
4.4% (3)
4.4% (3)
2.9% (2

Finance

Legal 2.9% (2
= 20 pre so% B,
Figure 35: Prior professional experience of C50s (n=68)
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. Q /9 41
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Chief Sustainability Officers

182%18.2%

ASX SGX Bursa All 3 Markets

(34 companies) (23 companies) (11 companies)

(68 companies)
Figure 39: Prior professional experience, academic and professional qualifications of C5Os

Source: Mak Yuen Teen. (February 2023). Who Governs Sustainability? Sustainability Governance Structures and Practices of

Large Avustralian, Malaysian and Singaporean Companies. Published by Governance for Stakeholders and Sustainability -
Finance Institute Asia. Q /9 42
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Chief Sustainability Officers

CSO with Climate & Environment Related Degrees & Qualifications

ASX (34) v k-xan 79.4% (27)

SGX (23) BNk 91.3% (21)

Bursa (11) EAE" 1) 90.9% (10)

All 3 Markets (68) IENERRI 85.3% (58)
0% 2% S0% 5% 100%
[l Oimete & Envronment Relsted Degrees & Cusificetions  [INA

Figure 40: CSOs with climate/environment-related academic and professional qualifications

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

Finance Institute Asia. Q R /9 43
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An Example: Materiality Assessment by Company A
(2019)

Environmental « Were the views of the
e A Emissionsfﬂ appropriate stakeholders
B Waste & Effluent . .
i C Water Management con5|o.ler.ed in the
0 AL 3w D Energy Efficiency materiality assessment?
‘;g . : Social
$ 0 E E Supply Chain - Was there any validation
I P K CD F Diversity -
(ci; 5 Q 1 9 G Compliance of the mOTerIOIITy
c g H Labour Practices o
‘3 I Human Rights assessments
. J Anti-corruption
1 K Product Services Responsibility :
L Security Management Were the most m.a’rerlol.
M Occupational Health & Safety ESG factors considered in
: A s reviewing strategies,
0 : ; . : y CoDemce priorities, policies, etc.2

O Procurement Practices
P Community Investment
Q Indirect Economic Impact

Internal Stakeholders

@ 45
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An Example: Materiality Assessment by Company A
(2019)

Materiality Analysis

# SUST AIN'ABLERS I:E ERSSﬁF oazegﬁgkg

Through the materiality review, labour practices emerged as key material issue with impacts on the Group’s
business. Hence, the level of materiality for labour practices’ was increased to be on par with that of Compliance.

The shift in prioritisation of labour practices was warranted as it has come to be an area of concern for our
stakeholders, especially our customers and investors. More details on our labour practices will be disclosed
under the EMPLOYEES section in this report. These materiality findings have been integrated into our business

strategies, with our 12 key material issues as follows:

Key Page

material Definition Risks associated reference
issues

1. Labour Fair labour practices in accordance to|] Low employee morale and 66
practices the local labour standards set out by the|| engagement
government of employees in regards to
the terms & conditions of employment.

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. .
O
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An Example: Materiality Assessment by Company A
(2022)

Material Matrix

o Top 10 Material Issues ( Environmental )

- Enaergy Consumption
- Water Management
©) wvvaste & Effluent

- Environmental Compliance

- Physical impacts on Climate
Change

mpact on Stakeholder
|
g
g
g
:

Human Rights
Occupational Health & Safoty

Diversity & Inclusion

3
=
[ 18
- n Security Management
N Infectious Discases
| o4

Indirect Economic Impacts

L C Governance )

- Supply Chain Managaement
- Customer Experience
©) Product Quality & Safoty

Ethics, Integrity & Governance
Signinicance to _ ssssssss =

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

O

LEADERSHIP FOR ENTERPRISE
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Sustainability Assurance

The findings in following slides on sustainabllity

assurance are preliminary and based on the largest 50

listed companies in each of Australia, Malaysia and
Singapore.



ASIAN 77N\
# SUST AIN'ABLERS I"E Eassﬁr 04240TER29R2

/N ACT’ON / SUSTAINABILITY ASIA

Percentage of companies that used Independent Sustainability Assurance

Engagement of Sustainability Independent Assurance

B Independent Assurance ™ Independent Assurance and External Audit provided by the same firm
80%

70%

65%
60%

60%

43%

40%
33%

30%

20%

0%
ASX SGX Bursa All 3 Markets

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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Independent Sustainability Assurance Firms

100% I Others

@ SIRIM QAS
International
Sdn. Bhd

® PWC
@ Deloitte
EY Others:

m KPMG - BDO
DNV
Lloyds Register (LRQA)
Ere-S Pte Ltd
ERM CVS
Rapid Genesis Sdn Bhd

75%

50%

25%

0%

ASX SGX Bursa All 3 Markets

50
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CDL: Multiple Assurance Statements INACTION ) S,

Pg. 136 - 153 (EY Assurance Statement)
Independent Reasonable Assurance Statement in connection with the Subject Matter included in the 2022 Integrated Sustainability Report of City Developments Limited
(‘CDL)

EY In connection with our engagement letter dated 7 September 2020 and addendums dated March 2021, December 2021 and March 2022, we have been engaged by

CDL to perform a ‘reasonable assurance engagement,” as defined by International Standards on Assurance Engagements, here after referred to as the engagement, to
Building a better report on CDL's selected sustainability information as detailed below (the “Subject Matter”) contained in CDL's Integrated Sustainability Report 2022 covering the period

working world from 1 January 2021 to 31 December 2021 (the “Report”).

Pg. 134 - 135 (LRQA Assurance Statement)

ISO 14064 REASONABLE
ASSURANCE STATEMENT
LRQA Limited (Singapore Branch) (LRQA) was
RELATING TO THE GHG REPORT commissioned by City Developments Limited (CDL) to assure
fl’:zvfrrls‘g?o?cg{:N%?:LYOE:,:E;;T;I its GHG Emissions Inventory declared in the GHG Report
for the calendar year 2021 (hereafter referred to as “the
Toemns of Engogessent GHG report”) for its Singapore Operations.

This Assurance Statement has been prepared for City
Developments Limited.

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 @
/
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https://www.cdlsustainability.com/pdf/CDL_ISR_2022.pdf

Other Issues with Sustainability Assurance

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

e

pwc ASX Commonwealth Bank; PWC

To: The Board of Directors of the Commonwealth Bank of Australia

Independent assurance report on

sustainability performance metrics
for the year ended 30 June 2022

Scope

In accordance with the terms of the engagement letter dated 2 June 2022, we were engaged by the Commonwealth Bank of
Australia (the Group) to perform an independent limited assurance engagement in respect of the Sustainability Performance
metrics (Environmental, Social and Governance metrics) (the Performance Metrics) for the Group for the year ended 30 June
2022, presented on pages 42 to 47 of the 2022 Annual Report. The definitions (the Criteria) against which we assessed the
Performance Metrics are established by management and are presented on pages 295 to 304 of the 2022 Annual Report.

Our responsibilities

Our responsibility is to express a limited assurance conclusion based on the procedures we have performed and the evidence
we have obtained.

Our engagement has been conducted in accordance with the Australian Standard on Assurance Engagements (ASAE 3000)
Assurance Engagements Other Than Audits or Reviews of Historical Financial Information. That standard requires that we plan
and perform this engagement to obtain limited assurance about whether anything has come to our attention to indicate that
the Performance Metrics have not been prepared, in all material respects, in accordance with the Criteria, for the year ended

30 June 2022. The procedures we performed were based on our professional judgement and included:

Enquiries of relevant staff responsible for preparing the Performance Metrics;

Enquiries about the design of the internal controls and systems used to collect and process the Performance Metrics;

Where applicable, enquiries of third parties responsible for the preparation of data included in the Performance Metrics;
Enquiries about the design of the systems used by third parties to collect and process the Performance Metrics;

Comparing the Performance Metrics to relevant underlying sources on a sample basis; and

Reading the Performance Metrics to determine whether they are in line with our overall knowledge of, and experience with,
the Sustainability performance.

LESA 2023
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ASX BHP Group (Metals & Mining); EY

What we assured

Emst & Young (EY) was engaged by BHP to provide limited assurance over certain sustainability data and disclosures in
BHP’s Annual Report and ESG Standards and Databook and online for the year ended 30 June 2022 in accordance with

the noted Criteria, as defined in the following table:

What we (Limited A ject Matter)

What we assured it against (Criteria)

BHP's qualitative disclosures in sections 6 and 7 of the
Operating and Financial Review within BHP’s Annual
Report 2022

BHP's sustainability policies and standards as
disclosed in the ICMM tab in BHP's ESG Standards
and Databook at bhp.comVsustainability

BHP's identification and reporting of its material
sustainability issues, risks and opporttinities described
within the BHP Annual Report 2022 and online at bhp.
com/sustainability/approach

BHP's implementation of systems and approaches

to manage its material sustainability risks and
opportunities

BHP's reported performance of its material
sustainability issues, risks and opportunities in sections
6 and 7 of the Operating and Financial Review within
BHP's Annual Report 2022 and ESG Standards and
Databook, referenced above.

Water stewardship reporting, at an operated asset
level, in the BHP Annual Report 2022, ESG Standards
and Databook, referenced above, and supporting
disclosures included online at bhp.com/sustainability/
environment/water

1

Management's own publicly disclosed criteria

Intemnational Council on Mining and Metals (ICMM)
Minin ingi rd-refevantPerf

xpectations (PE) (2020) and mandatory Position
ents (Subject Matter 1)
ICMM Subject Matter
Global Reporting Initiative (GRI) Principles for defining
report content

ICMM Subject Matter 3

ICMM Subject Matter 4

Management's own publicly disclosed criteria including
GRI Topic Specific Standards and Sustainability
Accounting Standards Board (SASB) Mining and
Metals Standard

World Resource Institute/World Business Council for
Sustainable Development (WRI/WBCSD) Greenhouse
Gas Protocol Corporate Value Chain (Scope 3)
Standard

BHP Scope 1, 2, and 3 GHG emissions calculation
methodology 2022

ICMM guidance and minimum disclosure Standards:

Water Reporting: Good practice guide (2nd edition),
2021

In addition, we were engaged by BHP to provide reasonable assurance over the following information (Reasonable

Assurance Subject Matter) in accordance with the noted criteria:

What we (

Subject Matter) What we assured it against (Criteria)

Scope 1 and Scope 2 greenhouse gas emissions as
reported in section 7 of the Operating and Financial
Review within BHP’s Annual Report 2022 and ESG

Standards and Databook, referenced above.

World Resource Institute/World Business Council for
Sustainable Development (WRI/WBCSD) Greenhouse
Gas Protocol

-~ BHP's Scope 1, 2 and 3 GHG emissions calculation

methodology 2022

. 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
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MSCI ESG Ratings

' About MSCI: :
' MSCI ESG Ratings aims to measure a company’s management of financially relevant ESG risks and opportunities. They employ a rules- !
i based methodology to identify industry leaders and laggards according to their exposure to ESG risks and how well they manage those i

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.

Score System Framework:

MSCI ESG Score

1
1
1
1
1
1
1
1
: Environment Pillar Social Pillar Governance Pillar
1
1
1
1
1
1
1
1
1

Climate Natural Pollution Env. Human Product Stakeholder Social Corporate Corporate
Change Capital & Waste Opportunities Capital Liability Opposition [ Opportunities Governance Behavior

-
1
1 1 1
1
! 1
1
! 1
1 1 |
1 1 |
1 1 .
1 1 1
1 1 |
1 1 |
1 1 |
1 1 |
1 1 .
| | |
! 1
1 1 FTTTT T oo 1 rTTTTToo o 1
. 1
! LAGGARD LEADER ! Carbon ! : ‘Ijox,c Labor el : Controversial Access to Business 1
! A company lagging its industry based on A company with a mixed or unexceptional A company leading its industry in 1 Emissions | Water Stress | Emissions Clean Tech Management ! Safet.y & Sourcing C s e Board Ethics .
1 its high exposure and failure to manage track record of managing the most managing the most significant ESG risks 1 | ! & Waste 1 Quality ! |
1 significant ESG risks significant ESG risks and opportunities and opportunities 1 o ____ ) Y )
1 relative to industry peers 1 1 |- -------- 1 I' TS T T T T ': |- -------- I :
1 o I
! 1 i BIoductigy Biodiversity ! Packaqmg 1 Green ! Health ! Chemical Cc Access to Tax 1
: [ p F(E::sr‘;:t ' &landUse | 8':'1 v.-;::::l : Building | gsafety Safety Relations Finance ey Transparency 1
I 4 | | 1 ' | 1
! T 1
1 1 . !
| 1 Enfllilrl::r‘::rgltal Raw Material Electronic Renewable Human Capital CF(::::;‘:I' Access to Ownership :
\ ]
. : : Impact Sourcing Waste Energy Development Protection Health Care 1
1
! 'l =000 G DN 00000 s 1
. i 1
: An overall score is generated based on i Climate SUPPY  privacy & Data ' Opportunites | , -
1 . y : 1 Change Chain Labor Security | inNutrition& ,  Accounting 1
| the firm’s exposure to the ESG factors |1 Vulnerability Standards | Heath | !
! L | 1
1
! as represented by the example on the N Responsible :
1 . . . Investment
| right. The Governance pillar is floored i !
1
. 0 [ ) 1
- at a minimum value of 33%. X Insuring Health .
1 1 - & Demographic |
: 1 " ) Key Issues selected for the Soft Drinks Sub Industry (e.g. Coca Cola) Risk Universal Key Issues applicable to all industries 1
. -

Source: (MSCI, 2022) M S‘ I @ -
Q /9 55
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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

i in multiple dimensions. The ESG Ratings are comprised of an overall Rating that breaks down into underlying Pillar and Theme E

Exposures and Scores. The Pillars and Themes are built on over 300 individual indicator assessments that are applied to each company’s
unique circumstances.

 CnATINGE S step scoring system: i

(1) Determining theme exposures |

. . 1

company's management of ESG issues (3) Calculating theme scores :

Environmental Governance (4) Calculating pillar exposures and pillar scores i

v v v v v v ( ) 1
Score: Exposure: Score: Exposure: Score: Exposure: :
|

1

1

1

1

1 Rating

5) Calculating the overall rating
Measure of the Measure of the Measure of the Measure of the Measure of the Measure of the

quality ofacompany’s relevance of quality of acompany’s relevance of quality of acompany’'s relevance of

management of Environmental management of Social Social issues for a [ management of Governance

Environmentalissues  issuesfora issues company Governance issues issues fora
company company

Score range is 0-5

Biodiversity Customer Responsibility ) )
Climate Change Health and Safety Anti-corruption

Pollution and Resources Human Rights and Community CorPorate Governance
Supply Chain Labor Standards Risk Management
Water Security Supply Chain Tax Transparency

v v v v v v

Score: Exposure: Score: Exposure: Score: Exposure:
Measure of the Measure of the Measure of the Measure of the Measure of the Measure of the
quality ofacompany’s relevance for a quality of acompany’s relevance fora quality of acompany’s  relevance fora
management of issues company of each | management ofissues company of each [l management ofissues company of each
related to each Theme Theme related to each Theme Theme related to each Theme Theme

14 Themes

Over 300 indicators in the model with each Theme containing 10 to 35 indicators
An average of 125 indicators are applied per company

Source: (FTSE Russell, 2022) ( - ) o
/
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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.

Social Dimension
Criteria Topics

Addressing Cost Burden

Asset Closure Management

Corporate Citizenship and Philantropy
Financial Inclusion

Health Outcome Contribution

Human Capital Development

Human Rights

Labor Practice Indicators

Local Impact of Business Operations
Occupational Health and Safety

Partnerships Towards Sustainable Healthcare
Passenger Safety

Responsibility of Content

Social Impacts on Communities

Social Integration & Regeneration

Social Reporting

Stakeholder Engagement

Strategy to Improve Access to Drugs or Products

Talent Attraction & Retention

Environmental Dimension
Criteria Topics

Biodiversity

Building Materials

Climate Strategy

Co-Processing

Electricity Generation

Environmental Policy & Management Systems
Enviromental Reporting

Fuel Efficiency

Genetically Modified Organisms

Low Carbon Strategy

Mineral Waste Management

Operational Eco-Efficiency

Packaging

Product Stewardship

Raw Material Sourcing

Recycling Strategy

Resource Conservation and Resource Efficiency
Sustainable Forestry Practices

Transmission & Distribution

Water Operations

Water Related Risks

Governance & Economic
Criteria Topics

Anti-crime Policy & Measures

Brand Management

Codes of Business Conduct

Compliance with Applicable Export Control Regimes
Corporate Governance

Customer Relationship Management
Efficiency

Energy Mix

Financial Stability and Systemic Risk
Fleet Management

Health & Nutrition

Information Security / Cybersecurity & System Availability
Innovation Management

Market Opportunities

Marketing Practices

Materiality

Network Reliability

Policy Influence

Principles for Sustainable Insurance
Privacy Protection

Product Quality and Recall Management
Reliability

Risk & Crisis Management

Strategy for Emmerging Markets

Supply Chain Management

Sustainable Construction

Sustainable Finance

Water Related Risks

Scoring Methodology:
Scale of 0 — 100 (best)

Score Weighting & Aggregation

Once CSA questions have been received points, they are
progressively weighted and summed at the Question-,
Criteria- and Dimension-levels to reach a final aggregated
score, the S&P Global ESG Score. Scores are also
produced at each of the levels of aggregation (Question,
Criteria and Dimension). The formula utilized to create
S&P Global ESG Scores is:

SPess = 2 (((SPap * SPaw) * SPcw) * SPow)
Where:

SPese = S&P Global ESG Score

SPgr = Question Points

SPaow= Question Weight

SPcw = Criteria Weight

SPow = Dimension Weight

S&P Global

Source: (S&P Global, 2022)

Ratings
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Refinitiv ESG Scores

About Refinitiv:
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ESG scores from Refinitiv are designed to transparently and objectively measure a company’s relative ESG performance, commitment

human rights, shareholders and so on. Furthermore, an overall ESG combined (ESGC) score, which is discounted for significant ESG
controversies impacting the corporations covered.

Aggregated ESG measures —>

ESG metrics —’

« Resource use
« Emissions
« Innovation

o]
@Q@

Social Governance

« Workforce + Management

« Human rights + Shareholders

« Community + Corporate social

« Product responsibility responsibility (CSR) strategy

Of the 630+ ESG metrics, 186 comparable measures are used in the ESG scoring

More than 630 data points, ratios and analytics

ESG controversies score

V)

ESG controversy

« Controversies across
all 10 categories are
aggregated in one
category score

Source: (Refinitiv, 2022)

Scoring Methodology:
Scale of 0 — 100 (best)

i 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

REFINITIV__
AN

and effectiveness, based on company-reported data. This covers 10 main themes including emissions, environmental product innovation, i

LEADERSHIP FOR ENTERPRISE
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Correlation between ESG Ratings naass O umpa

« 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.

Sustainalytics Bloomberg
MSCI X 36% 35% 16% 33% 37%
S&P 36% X 65% 35% 14% 74%
Sustainalytics 35% 65% X 29% 22% 58%
CDP 16% 35% 29% X 7% 44%
ISS 33% 14% 22% % X 21%
Bloomberg 37% 74% 58% 44% 21% X

Note: CDP is the Carbon Disclosure Project Score @
| 59
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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)

E-Example: Raffles Medical (Code: BSL)
E » 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)

] 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,

i n.d.) i

« 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)

LESA 2023
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LG I | Corporation

AAA

High risk

RafflesMedical

Your Trusted Partner for Health

AA

High risk

Ny = -
. ST Engineering

A

High risk
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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: 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)

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)

LESA 2023
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A

High risk

A

Medium risk

AA

Medium risk
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Sembcorp sends wrong signals with
SLB

Rashmi Kumar, Jon Hay November 15, 2022 10:09 PM
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Top Glove’s ‘negative’ emissions come under fire;
issue underscores minefield in emissions
reporting

Top Glove says it's ‘restudying’ its carbon emissions calculations

© WED, JUL 06, 2022 - 03:47 PM | UPDATED WED, JUL 06, 2022 - 412 PM
THE BUSINESS TIMES

NEWS ANALYSIS
UOB loan to coal-miner’s unit spotlights complexities of defining just transition

ported that the capital raised tlon of energy transition in South-  marker and will burt the bank's en But Interpreting what qualifies
would be used 1o construct a  east Aslaand globally, The concern  vironmental, soclal and gover-  as acoeptable financing for transi

JANICE LIM

UNITED Overseas Bank (UOB) has
got itself in a bit of a plckk
ports emerged that it 1s part of a
consortium of banks that rehi
nanced & USS350 million loan 10 a
subsidiary of coal miner Adaro
Energy Indonesia

The Straits Times recently re

terre

green kbelled aluminium smelter
for an mdustral park in the Inde
nesian province of Noeth Kaliman
an
Even though the smelter would
be relying on coal power In its i
tial phase, the green credentials
come fram Adaro’s aim to eventu
ally power the smelter and the park
via solar and hydropower
he deal has sent some green
groups up in arms, Tata Mustaya,
Greenpeace’s  regional  climate
campaigner based In Indonesia,
told The Business Times the ref)
mancing s greenwashing
and will undermine the accelera

is that the fimancing can be used to
mdirectly support a thermal col
business

Non-profit - organisations 1o
cused on promoting sustainable M
nance have rassed questions about
whether UOB is going against its
2019 policy to exit the linancing of
new coal power plants and thermal
coal mines, as well as the expan
stan of existing coal mines

Cedric Rimaud from the Anthro
pocene Fixed Incorme Institute tokd
at even though VOS'S com
mitment o exit coal financing was

set with a tanget of 2039, this deal
still sends a wrong signal to the

nance credentials and deter inves
tors from provading it capatal

South-east Asia's third-largest
lender has always maintained it
prefers to contimie working with
clients transitioning from highly
emissive buseness madels, instead
of cutting off their financing tolal
y

Specific to this deal, UOB's chied
executive Wee Fe Cheong said dur
ing ts latest samings braefing that
the bank doesn't finance coal as 4
weneral rude, but Adara Is an exist
Ing customer and ‘we are helping
some good customers o trans
tion”

Bon activities is “compliex and nu
anced,” the Asia Investor Group on
Climate Change (AICCC), a volun
tary bloc of fund managers and in
stitutional tivvestors, told BT

Clearty, there 15 a disagreement
on whether this deal could be con
sidered transition financing.

Pars of the problem lies in the
difficulties coming up with defini
tons of what econ
are in need of transition

This has resulted tn the lack of
widely accepted taxonomies on
fransition financing, unlike green

activities
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