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Objectives

* Introduction to ESG Reporting and history of
Sustainable Development

e Understand context of Sustainable Thinking and
ESG requirements

* Relationship between ESG Reporting and
Certification

e Standards related to GHG management

* ESG from Conformity Assessment perspective



What is ESG Reporting?

ESG Reporting is about communicating to “Information Users”,
organization activities that have and can have most significant
impacts on the economy, environment and people.

It is a communication tool to disclose quantitative and qualitative
data covering the company's operations on sustainable
management practices’ related to the Environment, Social and
Governance

The ESG Report/Disclosures provides a snapshot of the business's
impacts (positive and negative) and allows information users to
make informed assessment and decision about the organization
impacts and its contribution to sustainable development.



ESG Reporting contained Material topics that represent the organization’s most
significant impacts on the economy, environment and people including impacts on their

human rights.

‘Sustainability and resource
efficiency

Pollution and Waste
Climate Change
Energy Efficiency

Natural Resources

Greenhouse Gas  Energy Efficiency
Emissions

CO2 Emissions per  Energy Use Per
Unit Produced Square Meter

Gender & Diversity Policies

Safety & Quality Controls

Human Rights & Labor Standards
Privacy & Data Security

Example Issues

Health & Safety

Labor Rights

Example Metrics

Employee Accidents
Relative to Total
Hours Worked

Number of Active
Controversies

Governance:
Accountable governance and
transparent operations

Corporate Behavior

Corporate Governance

Accounting Practices

Board Practices

Board
Independence

Independent
Members Relative to
Affiliated Members

Executive Pay

Executive Pay Ratio
& Disclosures




15 years

1987 — Brundland
Conference — World
Commision on
Environment and
Development —
Concept of
Sustainable
Development

1972 - UN
Conference on
Human
Environmental —
Slogan” Human have
the right to a healthy
and productive
environment”

100 years after Industrial
Revolution

5 years

1992 — UN
Conference on
Environment and
Development, Rio de
Janeiro, Brazil of
"The Earth Summit”
lead to Agenda 21

2 years

1994 —
Establishment of ISO
TC 207 on
Environmental
Management by ISO

1997 — UNFCCC Kyoto
Protocol Agreement.
Aimed to reduce CO2
emission and GHG Gases
in the atmosphere by
assigning maximum
levels and participated in
carbon trading.

3 years

5 years

UN’s JOURNEY TOWARDS
SUSTAINABLE THINKING

2050 target -To reduce the rise
of global temperature to below
1 degree Celcius.

2012- UN Conference
on Sustainable
Development Goal -
17 Interconnected
Goals to address
Climate Change

t 27 years

2015 UNCOP21 Paris Climate
Conference. Together with the
Sendai Framework for Disaster

Risk Reduction, signed in Japan in
March 2015, these agreements,
provide a set of common
standards and achievable targets
to reduce carbon emissions,
manage the risks of climate
change and natural disasters

3 years
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UNDERSTANDING SUSTAINABLE MANAGEMENT
CONTEXT

Organization

Definition of Sustainable Development

Sustainable development refers to development
which meets the needs of the present without
compromising the ability of future generations to
meet their own needs’

Economic

Social

Interpretation of the definition varies across the manufacturing
and service industries.

Application of sustainable thinking varies from sector to sector and
dependent on the organization products and services, processes,
complexity, resources used, wastes emitted and many more.

(e.g: Mining, Agriculture, Food, Banking, Aviation etc.)



Environmental sustainability is the responsibility to conserve
natural resources and protect global ecosystems to support
health and wellbeing, now and in the future

ENVIROMENTAL SUSTAINABILITY

The Waste Management Hierarchy

MOST DESIRABLE
OPTION

LEAST DESIRABLE
OPTION

REUSE

RECOVER

DISPOSAL

- Minimize the amount
of waste produced

@®———— Use materials more

than once

-Use materials to make
ST new products

Recover energy and metals
from waste

- Safe disposal of waste to landfill

ENERGY PYRAMID

Reduce emission of pollutants

Reduce emission of GHG
Mineral conservation

Energy conservation




ECONOMIC SUSTAINABILITY

Economic sustainability is an integrated part of
sustainability and means that we must use,
safeguard and sustain resources (human and
material) to create long-term sustainable value
by optimal use, recovery and recycling.

SUSTAINABLE
FOREST MANAGEMENT

Design For
Sustainability

Energy Efficiency’
Power Consumption




SOCIAL SUSTAINABILITY

Design: Abby Litchfield
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Social sustainability is a proactive way of
managing and identifying business impacts on
employees, workers in the value chain,
customers, and local communities. Companies
that raise the importance of social
sustainability recognize the significance of
their relationships with people, communities
and society.

The proposed framework for social
sustainability measurement incudes six
dimensions: employee participation,
employee cooperation, equal opportunities,
employee development, health and safety,
and external partnership.



GOVERNANCE

WHAT IS GOVERNANCE

Governance encompasses the system by which an organisation is
controlled and operates, and the mechanisms by which it, and
its people, are held to account. Ethics, risk management,
compliance and administration are all elements of governance.

Accountable
Efficient [ﬂ Transparent
Characteristic of good governance ) K /
a. Balance board composition. ... FOuOWth’
b. Evaluate the board regularly. ... Rule of Law Go.o.d/
c. Ensure director independence. ... Ve
d. Ensure auditor independence. ... Governance 0\ )
e. Be transparent. ... Responsive
f. Define shareholder rights. ...
g. Aim for long-term value creation. ... /
h. Manage risk proactively. Inclusive Consensusy
Oriented



Empowering
Sustainable
Decisions

TASK FORCE on
CLIMATE-RELATED

FINANCIAL

DISCLOSURES

Requirements with Guidance.

Organizations of any size, type, sector, or geographic
location.

All stakeholders

Voluntary

Risk based/Due diligence

Environmental, Social, Governance, Products and
Services

Standalone — Sustainability, Annual or any published
reports/document at any location.

31 party assurance — Not required but advisable.

Guidance and not a standards.

Financial and non-financial firms

Financial-sector organizations, including banks,
insurance companies, asset managers, and asset
owners

Voluntary

Risk based

Governance, Strategy, Risk management, Metrics and
Target

Published during financial filling in accordance to
national filling requirements.

Internal review by Audit Committee or Chief Financial
Officer

* Requirements as per standards metrics likely deemed
to have material impacts on the financial condition or
operating performance of companies .

* Public companies traded on US exchanges.

* Investors

* Voluntary use by public companies in making
disclosures on material sustainability factors in Forms
10-K, 20-F, and 40-F as required by existing U.S.
regulation.

* Risk based. Material topics based on Sustainable
Industry Classification System.

* Environment, Social Capital, Human capital, Business
model & Innovation, Leadership and governance



GRI 1 : Foundation 2021

Reporting principles

Allows information users to make informed
assessments and decisions about the
organization’s impacts and its contribution to
sustainable management

* Accuracy

* Balance

e Clarity

* Comparability

* Completeness

e Sustainability context
* Timeliness

e Verifiability

REQUIREMENTS
Requirement 1: Apply the reporting principles

Requirement 2: Report the disclosures in GRI 2: General
Disclosures 2021

Requirement 3: Determine material topics

Requirement 4: Report the disclosures in GRI 3: Material Topics
2021

Requirement 5: Report disclosures from the GRI Topic Standards
for each material topic

Requirement 6: Provide reasons for omission for disclosures and
requirements that the organization cannot comply
with

Requirement 7: Publish a GRI content index
Requirement 8: Provide a statement of use
Requirement 9: Notify GRI

STATEMENT OF USE
“ ABC Sdn Bhd has reported in accordance with the GRI

Standards for the period from 1 January 2023 to 31 December
2023”




Section 1

Organization &

sustainability reporting
practices

GRI 2: General Disclosures 2021

Section 2

Organization’s

activities, employees,
and other workers.

Section 3

Organization’s
governance structure,

composition, roles,
and remuneration

Section 4

Organization’s
sustainable
development strategy

and its policies and
practices for
responsible business
conduct

Section 5

Organization’s
stakeholder
engagement practices

and how it engages in
collective bargaining
with employees.




GRI 3: Material Topics 2021

Process to determine material topics

REQUIREMENTS
Disclosure 3-3 Management of material topics

Identify and assess impacts on an ongoing basis

Engage with
relevant stakeholders
and experts

() © ©

Understand the
organization’s

Identify actual
and potential
impacts

Assess the
signifcance of
the impacts

context

| |
Use the Sector Consider the
Standards to topics and

impacts described
in the Sector
Standards

understand the
sectors’ context

p
Determine material topics for reporting

N

Test the material
topics with experts
and information users

S
G

Prioritize the
most signifcant

Material topics

impacts for
reporting

L J L

o000 OO

Test the material
topics against the
topics in the
Sector Standards

Disclosures on material topics

Disclosure 3-1 Process to determine material topics

Disclosure 3-2 List of material topics

Disclosure 3-3 Management of material topics

For each material topic reported under Disclosure 3-2, the
organization shall:
a. describe the actual and potential, negative and positive impacts
on the economy, environment, and people, including impacts on

their human rights;

b. report whether the organization is involved with the negative
impacts through its activities or as a result of its business
relationships, and describe the activities or business relationships;

c. describeits policies or commitments regarding the material topic;

d. describe actions taken to manage the topic and related impacts,
including:
i. actions to prevent or mitigate potential negative impacts;
ii. actions to address actual negative impacts, including actions to
provide for or cooperate in their remediation;
actions to manage actual and potential positive impacts;
e. reportthe following information about tracking the effectiveness of the
actions taken:

i. processes used to track the effectiveness of the actions;
ii. goals,targets, and indicators used to evaluate progress;
iii.the effectiveness of the actions, including progress toward the
goals and targets; iv. lessons learned and how these have been
incorporated into the organization’s

operational policies and procedures;

f. describe how engagement with stakeholders has informed the
actions taken (3-3-d) and how it has informed whether the actions
have been effective (3-3-e).



SALE

Trade
(Sell or Buy Carbon)

CAP AND
TRADE

PURCHASE

EMITTER1

EMITTER 2

| EXCESS
EMISSIONS

EMISSIONS CAP

Assurance

ﬁ —

l Direct or Indirect

Carbon Removal/Reduction
Project

GHG GASES
Carbon dioxide,
Methane, nitrous oxide,
hydrofluorocarbons,
perfluorocarbons &
sulfur hexafluoride

Verification/
Validation

—

ESG REPORTING

ESG STANDARDS
* GRI

e TCFD

 SASB

Bursa Malaysia

PROCESS
Design and develop inventories of your
GHG emission — ISO 14064-1
Quantify, monitor and report emission or
removal your project - 14064-2
Register your project with Program Bodies
(VERRA, Gold Standards etc)
Develop your project based on Verra
program requirement
Appoint Verification/Validation Bodies to
validate and verify your project.
Sale or Purchase




Why ESG Reporting is important?

THREATS FROM EFFECT THREATS FROM

ACCESS TO CAPITAL GOVERNMENT POLICY
& REGULATIONS

OF CLIMATE CHANGE

ENHANCE RISK PROMOTE
MANAGEMENT ACCESSHOIMARKER INNOVATION

ACCESS TO GLOBAL INCREASE ENHANCE BRAND
SUPPLY CHAIN PRODUCTIVITY VALUE

FUTURE



DIFFERENT BETWEEN ESG and CERTIFICATION

Certification

Provision by an independent body
of written assurance that the
product, service or system in
guestion meets specific
requirements.

Formal attestation or confirmation
of certain characteristics of an
object, person, or organization.

ESG reporting

Voluntary or mandatory disclosure
of environmental, social and
corporate governance data.
communicating to ‘Information
Users’, organization and business
relationship activities most
significant impacts on the
economy, environment and people
Board and CEO are responsible for
accuracy, completeness and
verifiability of the
report/disclosure

—

Management Systems Standards.

Product standards (National/International)

Management System Standards e.g: ISO 9001 — Quality; ISO 14001 —
Environmental; ISO 45001 — Occupational, Health & Safety.
Sustainability Standards issued by: MPOCC Malaysia Sustainable Palm
Oil Standard and FSC Sustainable Forest Standard.

Certificate & use of certification mark issued by CBs denotes
compliance to specific standards

Involved development of reports based on published Standards or
Guidance containing specific declaration/statement on the contents
and scopes (ESG) of reporting.

Reports advised to undergo assurance process (review) by
Independent body or Experts or Stakeholders.

Reports containing specific declaration/statement of use, to be made
‘Publicly Available’ through appropriate mean (e.g. Electronic, paper-
based).



Environmental Tools Box
(ISO TC 207 - Environmental Management)

Environmental
Performance
= L
. . cvaluartic
Environmental Ep//%%”m ‘
. < SU seres
Management IOV Series

Life Cycle
Assessment
14040 con

Environmental StatemenT™

System

. /I . /I . i
(14001/4 Environmental
Auditing
and related
investigation

Greenhouse gas and
climate change
management.
Validation/Verification
(14064 & 14065)

& programmes for producis
(14020 series

Organization Focus

Environmental

Communication

COSTS

Product Focus

REVENUE



150 14064-1
Design and
develop GHG
inventories for
organizations

ISO 14064-2
Quantify, monitor and
report emission
reduction and removal
enhancement

IS0 14067
Develop CFP per
functional unitor
partial CFP per
declared unit

v

v

; GHG project
GHG inventor
and report Y documentation CFP study report
and reports .
GHG statement GHG statement GHG statement

Engagement type consistent with the needs of the intended user

f

)

t

150 14064-3

greenhouse gas statements

Specification with guidance for the verification and validation of

IS0 14065 Requirements for
validation and verification bodies

150 14066 Competence
requirements for GHG validation
teams and verification teams

1

siasn papuau o sunuelsdolrd nyn ajgesdde sy Jo sjuawadinbay

DEFINITION

GHG statement/GHG assertion — factual and objective
declaration that provides the subject matter for the
verification or validation

Verification — process for evaluating a statement of
historical date and information to determine if the
statement is materially correct and conforms to criteria

Validation — process for evaluating the reasonableness

of the assumptions, limitations and methods that
support a statement about the outcome of future
activities.

DECISION

* VV Bodies conduct verification/validation of the
statement whether to confirm an environmental
information statement that it has tested based on
“Agreed Upon Procedure” satisfaction.

* VV Bodies issued a “ Verification/Validation Opinion”

Relationship among the ISO 14060 family of GHG standards

Source- ISO 14064-1



Environmental statements and programmes
for products — Self-declared environmental

claims

Ya

Self-declared

Carbon Footprint

9N, QY

L
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O
Fcolabe

www.ecolabel.eu

Product

CERTIFIED

ENVIRONMENTAL
PRODUCT DECLARATION
UL.COM/EPD

Report Card

ISO 14020
Principles and general requirements
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Responsible party Environmental statement
making an programme operators
environmental I_I
statement
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communicatio

J

Environmental aspects or environmental impacts of
the product are communicated to the intended
audience via environmental statements



ESG FROM COMFORMITY ASSESSMENT PERSPECTIVES

ASSOCIATE

Downstream SCOPES Upstream
MEETING CLIENTS NEEDS, SPECIFICATION/ b
STANDARDS MARKET
—
PRODUCTS AND SERVICES

ATTESTATION (Trade Facilitation)

STANDARDS, METROLOGY, TESTING, CERTIFICATION &
ACCREDITATION (SQAM)

BEFORE YEAR 2000

—

VOLUNTARY UNLESS REGULATED BY LAWS OR
DEMANDED BY CLIENTS
(Environmental Protection and Health & Safety)




ESG FROM COMFORMITY ASSESSMENT PERSPECTIVES

Downstream SCOPES Upstream

<
<« »

STAKEHOLDERS

MEETING CLIENTS NEEDS, SPECIFICATION/
STANDARDS

MARKET

NGOs

n
L
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Market is also demanding
organization to go beyond

quality and safety but also
to put value on human,
social & resources

CONSUMERS

PRODUCTS AND SERVICES
BUSINESSES

ENVIRONMENT-SOCIAL-GOVERNANCE
(SUSTAINABILITY)

A A
v Vv

v

GOVERNMENT

INVESTORS / \

VOLUNTARY MANDATORY

BANKERS

A

+ VERIFICATION/VALIDATION  VOLUNTARY UNLESS REGULATED BY LAWS OR

DEMANDED BY CLIENTS

_ (Environmental Protection and Health & Safety)




NATIONAL QUALITY INFRASTRUCTURE

National Accreditation Body

: Applicable Standards
(Department of Standards Malaysia) ISO/IEC 17021-1 17025 17029
@ 17065, 14065

Conformity Assessment Bodies Sustainability
Certification Inspection Testing Calibration Validation/
Bodies Bodies Laboratories Laboratories Verification Bodies
Requirements on Products and Services

@ i T

Lecal F ‘ National Standards Other Standards
s e Body Organisation

Market Surveillance Authorities

(VVB)
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CONCLUSION

ESG Reporting is a communication tool to inform users on the
most significant impacts of the organization activities on the
economy, environment and people.

ESG Reporting disclose quantitative and qualitative data
covering the company's operations on sustainable
management practices’ related to the Environment, Social and

Governance.

ESG is likely becomes another requirement that organizations
would have to comply in addition to Quality and Health &
Safety



THANK YOU

Abdul Aziz Long
Tel: 012 235 6060
Enquiry:
abdulazizlong@gmail.com

admin@ensearch.org
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