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The 2030 Agenda for Sustainable Development provides a shared blueprint for

peace and prosperity for people and the planet, now and into the future

Development that meets the needs of the present without

What is compromising the ability of future generations to meet their own needs

Sustainability?
ustainability? (Brundtland Report of the World Commission on Environment and Development, 1987)

Sustainability challenges

Sustainable Development Goals (SDGs)

* In 2015, 193 countries set the Sustainable Development Goals
(SDGs) — 17 goals, 169 targets and 230 indicators to achieve a
better and more sustainable future for all

* The blueprint provides a coherent, holistic, integrated
framework for addressing the most urgent global sustainable
challenges — protecting environment, tackling climate change, o
ending poverty and hunger, reducing inequalities, improving World consume 60% loss of Meltmg of 415 75 tones loss of
access to healthcare and education as well as building strong 1.8x faster than ~world’s billion tones of ice fertile soil
institutions and partnership production by the biodiversity annually

* It calls join action by governments, businesses and civil societies ecosystem
worldwide to solve the pressing global sustainable issues

Benefits of Achieving SDGs

________________________________________________________________________________________________________

iGenerate at least USD12t worth of marketi UnIock 50% of the value of busmessi iCreate 380 m jobs by 2030, almost 90% ofi
i/opportunltles by 2030 i opportunities in developing countries . which would be in developing countries



ESG is here to stay

ESG:
HOW COMPANIES...

Respond to climate
change

[ )
Treat their _—
workers ’ ‘

Build trust and
foster innovation

Manage their

supply chains Foulllg

N

"‘\jEﬁf'Bes, The remarkable rise of ESG, 11 July 2018

conducted by the IFC

GHG emissions, Deforestation Biodiversity,
Waste Management, Pollution, Energy

The term ESG was first coined
in 2005 in a landmark study
entitled “Who Cares Wins”

—=~_ESG investing is estimated at =
over USD20 trillion in AUM g

In 2018, over 80% of the world’s
largest corporations use GRI
standards

Efficiency, Renewal Energy

Seek an equilibrium between
economic objectives and
environmental considerations
while making company decisions
and adopt ecologically compatible
conduct, technology and methods

Environment

r

i Migrant workers, Child Labour, Forced Labour,
! Working Condition, Employees relations &

! Diversity, Training, Health & Safety, Local

I Communities

i

Social

Corruption, Board Diversity and Structure,
Exec. Remuneration, Tax Strategy, Regulatory

Policies, Whistle Blower Programme

Implement best practice
governance principles to operate
an ethical business that are
trusted by stakeholders

Governance

Contribute to meaningful change in
business by fully utilising local
resources and strengthening
employees, supplies, customers
and communities




Towards a 2-Pillar Reporting Governance Structure

Pillar 1 , Pillar 2

' Strengthened financial reporting Materiality ' Impact reporting

EFOCUS' financial implications of' s EFocus impacts of a company has
' sustainability issues on enterprise | - on the environment, society and the |
' value creation g . economy ’

Outside in =)

—r — .
Financial Impgc? Inside out =
materiality materlallt

The financial The impact of
effects of corporate
sustainability behavior on the
issues on environment,
enterprise value society and the
creation econom
D N y - - 5




Integrating ESG into SDGs

Pl Target 12.6: “Encourage companies, especially large Companies are urged to track their contributions to the SDGs -
LU and transnational companies to adopt sustainable positive and negative, including their ambitions to improve their

m practices and to integrate sustainability information efforts - by disclosing the impact of their activities in
into their reporting cycle” sustainability reports.

Example of how an apparel company defines the priority SDG targets

i Company identifies a priority 1 SE. Compar!y ident!fies_ a_priority to
P to reduce its negative impact ‘@ @) reduce its negative impact on SDG 12

‘ on SDG 8 in its operations by through offering increased

providing a living wage to all opportunities for consumer to
employees recycle used apparel

R Increasing Positive Impact

Inbound e Product
o) Dsutis ) Fois= ) g

. Minimizing Negative Impact

1 Company identifies a priority 3“::"‘“.': *
to reduce its negative impact 2 Company identifies a priority

on SDG 3 by ensuring safe to reduce its negative impact

working environments in its on SDG 6 in the supply chain

operations by reducing waste water 6

(8 Company identifies a priority
ﬁ to reduce its negative impact
i ) on SDG 15 by reducing soil

iESG degradation
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Companies that demonstrate

commitment to ESG are seen as more
ethical, reliable and trustworthy in the
eyes of customers, leading to better
customer loyalty and a favourable
reputation in the market.

Build reputation & trust

ESG: An opportunity in disguise

A well-executed ESG
strategy can lead to revenue
growth opportunities, new
partnerships, and thought
leadership in an area that is
attracting so much interest
and focus right now.

Set vision & strateqy

Comply with requlatory

requirements

Governments across the globe are
introducing new regulations that require
companies to adhere to certain ESG
standards, making it essential for
organizations to stay up-to-date on these
rules.

el

—

—

Motivate employees

To keep up with ESG
programs, companies must
track key metrics -- such as
energy consumption, raw
material usage and waste
treatment -- that can eventually
lead to reduced energy bills
and cost reductions.

Improve performance

o

[e]

The inclusion of ESG reporting in earnings
reports or in separate disclosures is trending
among businesses. Investors and lenders are
becoming highly attracted to organizations
that invest in ESG and use ESG disclosures to
shed light on their sustainability efforts.

Attracts capital

Manage risks

A strong ESG proposition can
help companies attract and
retain quality employees,
enhance employee motivation
by instilling a sense of purpose,
and increase productivity
overall.

Companies will have a more
accurate assessment of any
potential long-term risks. This
helps them to make more
informed decisions, ensuring
they are better prepared for
unexpected events or
unexpected changes in the
market.

Strengthening stakeholder
engagement

Companies have strong relationships with
stakeholders such as customers, employees,
investors and the wider community as they
understand their impact on society and take

responsibility for it.
LN
I','




Manufacturing Sector’s Contributes Significantly to Economic Growth
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Manufacturing Sector’s Contribution Manufacturing Sector’s Contribution

Manufacturing Sector’s Contribution

to GDP to Exports to Employment
Mining and Construction Others, 0.5% Construction Agriculture,
. ~ Minerals, 7.7 10.3
quarrying, ,3.5 Agrlcultur7e5% ’

' 7.8% Mining, 0.5
Agriculture,

6.6

/

Manufacturi
ng, 16.6

Services,
64.9
anufacturi

ng, 84.2%
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Manufacturing Sector MSMEs Dominates the Overall Exports

. . Share of . Overall
Sector Micro Small Medium Total MSMEs MSMES (%) Large Firms Establishments
Services 830,728 187,274 10,401 1,028,403 89.2 26,153 1,054,556
Construction 68,732 24,713 4829 98,274 4.3 1,637 99,911
Manufacturing 44,215 24,473 |_ _2_,924: 71,612 53 2,178 74,390
Agriculture 17,223 5,337 1,073 23,633 11 1,501 25,134
Mining & Quarrying 3,597 743 232 4572 0.1 200 4772
Total 964,495 242,540 19,459 1,226,494 100 32,269 1,258,763
Source: SME Corp, 2022.
% iI-ESG Framework (1.0) Target (2024 — 2026)

80

70

Medium 2,924 70% 2,047

60

50

ST Small 24,473 |  20% 4,895
30 Micro 44215  10% 4,422
v I 71,612 15%

Exports Employment

H National B Manufacturing

VIESG source: SME Corp, 2022.



The manufacturing sector is highly exposed to ESG risks:

accounting for about 10% of overall GHG emissions and employing 38% of foreign workers in the country

Sectoral GHG Emission Sectoral Registered Foreign Workers

SECTOR GHG EMISSION 120%
Industrial Waste Treatment and - Chemical Industry
Discharge Mineral Industry 2% Metal Industry

3% 2%

0
Solid Waste Disposal Sites ; 100% - - - - - - - -
4% \ Electronics Industry

1% e, 15% 1%  15%  16%  17%  16%  16%  15%

60% . . .
40%
Energy Industries
42%
20% 38% 39% 37% 37% 39% 40% 38%
0%

2015 2016 2017 2018 2019 2020 2021 2022

5%

Fugitive Emission from Fuels
7%

Transport
21%

Fuel Combustion from
Manufacturing Industry &
Construction
11%

® Manufacturing ~ ® Construction = Plantation Services m Agriculture

Source: NRECC, 2022. Source: MOHR, 2022.

r/‘.—-\\‘l
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The Diverse Factors Behind ESG Adoption

' EU Human Rights Due Diligence

+ US Inflation Reduction Act

' US Anti-Slavery Law

The German Supply Chain due Diligence Act
. Other countries: Japan, China and India

Requirement from —p  Bursa
investors & Fls - Financial Institutions ;

' Investors

Various international — EU CSRD
regulations PECDR

.....................................................................................

. Final demand
Customers’ demand - . Along the supply chain 5

' SDGs

. é : T . ;
Government's commitment - Net zero GHG emissions |
. 45% by 2030 @

ESG H




I-ESG Framework: Adopted Comprehensive Approach,

Primary data
collection: FGDs,

Workshop, Meetings

& Forums

-

Stakeholders’
engagement to:

Taking into Considerations the Current Business Environment

Methodology
v

Secondary data
collection: desktop
research

> >
-

Review existing policies
and guidelines to:

* Identify issues and - Avoid duplications

challenges

 Gain holistic view

 Ensure effectiveness
of measures

« Validate strategies o Utilize resources
and action plans  Eliminate wastages
« Mapping

\IESG

Factors Considered

Phased approach (1.0):
Just transition (2024-26)
Accelerate ESG practices (2027 — 2030)

-

Not over burdening
businesses

®

Allowing bottom-up
experiments & validations

©

Start small and improve
gradually

©

Intergovernmental &
business partnership

©

Assessed by outcome



Issues and Challenges for Companies to Adopt ESG Practices

Training, adoption of
Lack of awareness on the technology and digital
impact of, need for, platform are additional cost .
industries to adopt ESG to organizations, especially Int.ernat/onal s.tandards are
practices MSMEs quickly changing and
organisations will have to
Limited understanding of @ Thus, raising cost of doing continuously update their
. policies and regulations and i business which is then data management and
own readiness to embark on :  transmitted to higher prices of tr'ansf orm it into meaningful
. ESG practices {  products and services { disclosure
Ol N B
o (7 m =
V. \
.\
Difficulty in The mix bag of
understanding, managing i competing standards
and quantifying ESG risks . and frameworks is a big
i as the topic is so broad and challenge for
@ covers many facets — @ organisations as 85% of
emission, waste companies are using, not
management, production, one, but multiple ESG
consumption, supply chain, reporting frameworks?
i HR, equity, data,
(fite), governance 13
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Review of Current ESG-SDG Related National Policies and Guidelines

VE

MALAYSIA B E';»jj’
@MADANl fiak e

QI?A%Q& NATIONAL AUTDNMAUT"l!lE\)/’é?:'aLICY o ercnrms
R i EN ERGY LAWS OF MALAYSIA

f!e\

G v s Ty

POLICY

«/r{;n"

ANTI-TRA|

P
ANTI- W
MIGRANTS ACT llll?

MOBILITY BLUEPRINT

NATIONAL
ACTION PLAN

i § 1 thql _“ % (302\-20’25)
DICATORS LAWS OF MALAYSIA
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B§B&\ i

Act 155

N
2\\\ L IMMIGRATION ACT 1959/63

THE SECOND NATONAL ENERGY EFFCIENCY MALAYSIA POLICY ON FORESTRY
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NEEAP 2016-2020

MALAYSIA'S ROADMAP
TOWARDS 2
SINGLE USEPLAS‘I'ICS o
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Guide PLAN LAWS OF MALAYSIA
. ’ 2023 Act 685
201 9' Act Al651
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I-ESG Framework: Objectives

Provide clear, consistent and coherent
guidelines for industries in transitioning
towards ESG-compliance / practices

Assess readiness of manufacturing
companies, especially SMEs
towards embracing ESG principles

Key Objective

To build and
strengthen a system

to encourage and
enhance ESG

practices in the
manufacturing sector

Put in place appropriate enablers
to assist manufacturers to adopt
ESG practices

Estimate annual GHG reduction
by subsectors in line with
nation’s climate goals

\ESG 16



Expected Outcome:
The framework sets a clear ESG transition plan

Attract more ESG-compliant

- investments in the T
o . manufacturing sector Enhanced ‘ T
_~~"More industries to adopt nhanced expor e
o and report sustainable competitiveness and market
’/

N
. Se
business operations expansion
{3 %
9 X :\ “ 0
\ s - I 7 pd ¢
,/ . ¥ 2z AV ' ' : . \\\
, . L b, £ \
s Clear ESG 3 ' \ J Sectoral annual GHG
o, . / © . . pS
/,transmon plan for =5 . / N\ emission targetto
/ manufacturers = ~¢ __ achieve net-zero GHG %,
Ill . . g
4
14
4
4

emissions by 2050 \

\
\
\

) Strategic Outcome: Manufacturing sector to move in line with the national agenda of achieving SDGs by 2030 and the net- 7
IESG zero aspiration by 2050

\
\
\
\
\
\
\
\
\
\
)
1

1

1
1
1
1
1
1
1




i-ESG Framework: An Overview

SDGs
(17 Goals)

12 MP

Advancing Sustainability and NDC target |
( J ) get) - Aligned with other national policies — NDC I

e — Roadmap, LT-LEDS, Malaysian Green Technology ,
| I'Master Plan, National Energy Policy, National
(Clear standards and | | Energy Transition Roadmap, National Renewable
strengthened regulations | “ Energy Policy & Action Plan, Low Carbon Mobility |
for ESG disclosure) ! ' Blueprint, National Anti-Corruption Plan, National |

|

|

|

J

NIP

NIMP
(Enhance ESG practices)

I'Community Policy, Business & HR, National Women -
I-ESG Framework I Policy, National Action Plan on Forced Labour, etc
(Foster economically beneficial, environmentally

sustainable and socially equitable manufacturing

sector)
Standards Capacity Financing Market 15 40
Buildin Mechanism : :
g Strategies Action Plans
Stakeholder Skills & Financing & Digitalization Technology Policy &
) 6 Enablers Engagement Capability Incentives Regulations
JESC,

18



Thank you
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Standard: Assess, Plan, Do, Track and Report

Framework: A set of principles and guidance for how information is structured

e )
«Zero:

Limited:

*Evolving:

*Advanced:

e ASSessS

ESG

*How to set target?

*How to engage
stakeholders?

*How to do materiality

assessment?

N J

éa )

*Prioritize material topics
*|dentify indicators
*Collect data

*Record data — manual /

i

digital

- Do

r—{ Track

*Monitor indicators

*Track performance (daily,
monthly, quarterly or
annually)

(- )

*Reporting through digital
(website) or non-digital
(annual reports)

N J

Continuous improvement

— Report

20



I-ESGStart:

ESG Starter Kit ([Assess 2> Plan = Do > Track - Report)

Objective:
To support manufacturing firms in their journey to comply with internationally recognized sustainable reporting

i-ESG Starter Kit )| | Part A: About the Part B: Stakeholder Part C: Materiality

organization Engagement Assessment

 Vision, Mission,  ldentifying  Identifying material

* Progress in the Stakeholders topic and the
Readiness Assessment| | « How to conduct relevant indicators?

» Describe position in the stakeholder « Setting target
supply chain engagement « Collecting data

« Describe employees « Tracking & reporting

« Describe governance » Disclosing measures
structure to close the gap

S

5. Health & Safety
6. Labour Practices &

G
L4 Anti-Corruption
8. Data Privacy & Security
9. Ecosystem Approach
10.Supply Chain Management

. Energy Management
. Waste Management

. Emission Management

. Standards
. Environment Management




Capacity Building

Awareness

| Training ‘ Mentoring
Private Sector h

Outreaching: Regional
and Seminars, Forum

Programme

—

m Public Sector

Outreaching: Federal,
State and Local

Authorities -
Training:
Training: JPA and HRDCorp/SMECorp
INTAN _
International

Sustainability Officer Collaboration

Mentoring

\IESG 22



Decarbonization Modelling

Malaysia’s Pathway to Industry Decarbonization through GHG Emission Reduction Modelling

Emission (Target) Emission (Shock) = ——Emission (BAU)
CHO  Mitigation measures such as

900,000 X 1 . .
Estimated redyction w/o use of RE or clinkers in the
800,000 mitigation measure .
cement industry

700,000

-

* Provide grants or tax incentives
if the mitigation measures is
expected to be effective

600,000
Reduced GHG emission

500,000 . ot 3
with mitigation measures

400,000

300,000

« Mitigation measures will be in
line with Green Practices
Guideline for Manufacturing
Sector (MGTC) and
recommendations by UNITEN

Balance estimated
AL reduction

P R S Sy S — S ————

I
I
I
I
I

\

¢
I
I
I
I
I
I

\

100,000

2047
2049

. Notes: Based on dummy variables.
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Carbon Pricing Instruments:
Incentive the transition to low carbon energy sources and products

Why Carbon Pricing (CP)?

Promote the internationalization of
GHG emissions — CP can be a powerful
signal for private firms to internationalise
the cost of their emissions and invest in
lower-carbon forms of production

Decoupling fossil fuel consumption
from growth — CP can facilitate
transition to a more sustainable growth
model with less reliance on fossil fuel
sources that are subject to global price
fluctuations

Assist Malaysia to meet its

international obligations — CP can be a
powerful tool to assist Malaysia with
meeting international obligations such as
net-zero aspiration and NDC targets

Buy Carbon Credit

BUY<¢
SELL=>

Emissions Trading allows
high polluters to buy units to
cover their emissions liability
and selling of units from
emissions offsetting activities

Sell Carbon Credit

Sell Carbon Credit

Greenhouse Gases (GHG) ~
Business as usual .I|I

Wl i1’ =

Industries that contribute high GHGs will be
subjected to carbon tax/price

@ —m

carbon offsetting credit
scheme

Gov'tintroduces
carbon tax

Greenhouse Gases (GHG) I Ny
Adopting Carbon Instruments Il.

= -\ T

Renewable energy, electrification
of transportation, CCS investment

Pay Carbon Tax

Cushion the impact on
low-income group

@

Carbon Revenue collected
from carbon tax can be
sourced to fund alternative
energy adoption

Source of Revenue to
Government

Carbon Revenue funds for
further investment




SDGs Investor Map:
Translates SDG needs and policy priorities into actionable investment opportunities

SDGs Investor Map identifies concrete, investable solutions to pressing needs at country level

Filtering down from national priorities to derive Investment Opportunity Areas (I0As)

» _ _ From national economic and
* Country-specific mark.et intelligence social devalopment priorities... / — Define the national priority starting point
backed by data and evidence Priority Sectors Distil and compare national development needs and
® national policy priorities to identify sectors where
there is demonstrable political/financial
0;0 Prqduced locally by UNDP Country commitment to stimulate development and
TR Offices based on secondary and investment
primary research o
”””””””””””””””””””””””””””””””””” Critical Subsectors Identify critical subsectors to focus on

Prioritise subsectors where there is development

investors and governments ISEL
need and policy/investment momentum

i.’ « Provided as a public good to

. Findings are made available through Priority Identify priority subregions to focus on
an online platform for easy access Subregion Identify the subregions where there is both high
————— by domestic and foreign investors development need within each subsector, and
strong political/financial commitment to spur
****************************************************************** potential subsector growth
@ * Impact facilitation events bring Derive more specific ‘investment opportunity areas’
findings to life: UNDP Country
. . . Highlight impactful business models within priority
Offl.ces l.ead Investor Conygnmgs: and ..to investment subsectors and subregions where new capital can
< policy dialogues to mobilize private opportunity facilitate scale and identity potential ‘white spaces’
sector capital dan policy changes where new business models are most needed

B2 areas
{ 25



