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PROBLEM

Need to achieving a consensus on the part of the investment community
as to which issues or factors are significant for them

How much The next generation of ESG analysis wants data on

value brought alpha generation and risk management.
by ESG factors?

Incomplete ESG dialogue between investors and
Lack of consensus, reporting companies, lack consensus as to which
needs standardization factors are significant for them

“sustainable assets” now $21.6 trn, up by 61% in the
last 2 years (GSIA) = 59% of all professionally AuM in
Europe. The selection of ESG assets requires a focus
on the most material factors.

Integration of ESG factors
in financial analysis

Inefficiencies in the allocation of resources, due to
excessive focus on the short-term and a failure to

. . : take wider ESG considerations into account
Financial market short-comings
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The Delphi Audience

Analysts and Researchers

Guidelines for Analysts and O 1
Researchers to scope the
material issues by industry Asset Managers

Perform the analysis and
Asset Owners and @ 02 ,

research necessary to inform

Consultants O 3 the valuation approaches and
Understand value

implications of ESG factors

investment models

and the priorities they should Corporates
be settmg:nf;)rr]:szfst O 4 Identify the most material
g factors and metrics on which
Academics they should be reporting

ESG, social studies of
finance, standardization,

paradoxes,...




Delphi’'s guiding principals

ESG

Environmental, Social
and Governance issues

MATERIALITY

financial impact on value drivers
within a given time horizon

PARSIMONY

lowest possible number of metrics
within an industry

GRANULARITY

level of detail required to depict
a given industry
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Validating Delphi’s process

23, C8, C9 | M4 M1 | C1, C2, C:;
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C9: Organisational flexibility C3: Impulse given by someone
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Delphi framework:
Value levers — Value drivers — ESG factors - Metrics

Customer strategy and market share

ey Innovation

Brand and reputation

0000

Access to resources

ROC

01-06 .
Human capital management

ROC
07-24

Return on
capital

Resource efficiency

Product quality and impacts

Operational and value chain risk

Governance
and Risk

Corporate governance

Management

Regulatory risk

Licence to operate

2000006



Project Delphi: Framework - The Value Levers, Value Drivers, ESG Factors and Metrics for 10 Industry Sectors - 15th February 2016
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Customer Strategy
5 & Market Share

Key to colour coding: Green - reported by reasonable number of comapnies. Blue - requires 3rd party sources. Red - small number of companies report this information

Customer
satisfaction &
retention

Churn rate

Industrials, Consumer goods,
Health Care, Consumer
Services, Telecoms,
Financials, Technology

Demonstrates ability to both retain existing and
recruit replacement customers.

Retention indicator of effectiveness of
r r.u's_fnmer strategy, pricing and
|service/product quality

Higher retained sales, ability to recruit new
=ales driving revenue and potential for
margin growth

Net Promoter Score

Industrials, Consumer goods,
Health Care, Consumer
Services, Telecoms,
Financials, Technology

Customer advocacy measure - net %
recommenders less detractors. More volatile
indicater in B2C markets - in B2B mare reflective
of partnership relationship

er |Indicates ability to recruit and retain
sales.

Better correlates to forward earnings and
growth.

10RO 005 Innovation

Number of patents registered
in last 12 months

Industrials, Health Care,
Technology

Standard measure of R&D performance

. |R&D is historic measure of capacity

for innovation and implied capacity

| for ESG innovation

Capacity or pipeline to deliver new
products/services to meet changing
customer expectation and demands - to
secure and, through new product income
streams, potentially grow earnings

R&D expenditures in ESG
products/services/processes
(or defined list of ESG
expenditures by industry) as
% of revenue

Industrials, Health Care,
Technology

Measure of RED in ESG capacity and
effectiveness

Explicit measure of historic capacity

for ESG innovation

Explicit capacity to deliver new ESG
products/services to meet changing
customer expectation and demands - to
secure and, through new product income
streams, potentially grow earnings

R&D expenditures as % of
revenue

Industrials, Health Care,
Technology

Measure of RED capacity and effectiveness

Implied measure of capacity for ESG
innovation

Implied capacity to deliver new
products/services to meet changing
customer expectation and demands - to
secure and, through new product income
streams, potentially grow earnings




) |GRO 005

 |GRO 007

|GRO 008

|GRO 009

Innovation

Innovation

Implied capacity to deliver new
products/services to meet changing

Explicit historic capacity toto: customer expectation and demands - to
R&D expenditures as % of Industrials, Health Care, respond to product and market Implied measure of capacity for ESG  |secure and, through new product income
revenue Technology Measure of RED capacity and effectiveness cﬁalleng& innovation streams, potentially grow earnings
lmpliedabimy t
% of total sales from products mmﬁm}serﬁoes{marheis Lis]
introduced in the last x years response to consumer 0
Industrials, Health Care, demand/expectation or ability of Implied capacity to secure and, through new
Consumer Services, business to create/stimulate that  |implied measure of capacity for ESG ESG product/service/market income
Telecoms, Technology Measure of product/market innovation capacity (demand innovation streams, potentially grow earnings
Expllcﬂ ability to develop ESG
% of total sales from ESG products/services/markets in
products introduced in the response to consumer
New Markets, last x years (or defined by Industrials, Health Care, dema‘ {ﬂpﬁctaﬁbn nrablll‘lynf- Explicit capacity to secure and, through new
Clients & industry) Consumer Services, Measure of ESG product/market innovation I 5 cr =tim Explicit measure of historic capacity |ESG product/service/market income
Geographies Telecoms, Technology capacity for ESG innovation streams, potentially grow earnings
Revenue distribution across
product pipeline (dependence i : ;
c iversification in & company's curren
o biocebted pm(.iu.m} = product range and pipeline of future products
e.g. measured by gini- I 2 a3 i :
coafficiant represents high investment risk, This is true for ; M3 Blockbuster products may result in strong
all industries but particularly for the exmsure It must bedff&ifbv the short term growth but they carry higher risk
pharmaceutical sector. The Gini coefficient is a rl&koﬂh& investment in new Awell diversified pipeline shows that |than a well diversified product range and
Health Care measure of the distribution of income, products and client groups. a company is investing in innovation. |client base.
ESG is both helping business respond
. o] to innovation challenges and creating
Strategic innovation Loty logvehpew Ahrhwmshape recpanse{o challenges. How businesses cope with

business models

Industrials, Health Care,
Technology

Composite reflecting innovation capacity drivers
identified in literature: vision & strategy;
harnessing I:Dmpefences; organisational
intelligence; creativity and idea management;
organisational structure and systems; culture
and climate; technology management

nternal ar\tm)r external
mlmnmmt Goes beyond product
and market innovation ta the way
in which business operates.

those challenges in terms of
products/services, developing new
markets or serving markets differently,
and ultimately developing new
business models, will determine future
business performance.

Response to innovation challenges as both
protection of earnings and potential source
of new income streams, cost savings, and
growth.




A number of proprietary brand valuation models

Brand perception |Proprietary brand valuation ~|Consumer Goods, o W aoradatinE i of FRSsay iy
i : : : Healthcare, Consumer earnings attributable to differentiated brand and iowledged measures of brand -
Services, Fi jal tational assets, extrapolating to future corporate market value not explained  |Brand Value ultimately determined by
GRO 010 Technology earnings growth to derive equity value. | by accounting convention. discounted forecasts of earnings growth

Brand &
Reputation
Public opinion surveys common in most
countries. Standard methodologies employed to
Consumer Goods, identify perception of leading businesses/brands.|
Global standards driven by major polling |
agencies. Large cbrpnra't'e_s.bﬁgn' commission
own polling.

Reputation Public opinion _ -

Brand value is determined by discounted
snt|forecast of future earnings and growth.
Renqilafib_n is a key influence nn that
learnings growth.

GRO 011

Renewable energy is by definition
inexhaustible, and there is no marginal fuel
cost, which should imply that it has a lower
:s|financial cost over the longer term. There
needs to be a break-even ah;a_ly'sis-tq assess
at what point the unit costs of renewables
of low carbon intensity techniques so |fall below those of fossil fuels. Companies
that the firm is better placed for higher [that have assured clean energy supplies at
costs of carbon use. Can also hedge  [economic cost may have a competitive

zainst energy price volatility. (advantage in the future.

Carbon Intensity may be one of the factors used
in projecting possible future scenarios such as
tim-se used in the IPCC assessments, along with
dther'iactors sqéh' as projected future cha nges in
population, economic activity and energy
technologies. The Kaya identity is an equation
relating factors that determine the level of human
impact on climate, in the form of emissions of the |
GRO 012 Technology, Materials, 0&G (greenhouse gas carbon dioxide.

WRI (World Resources Institute) Water Risk
Atlas Tool enables analysis of % of operations in
water stressed regions. This of significance for
the extractives industry and can be critical for
hydraulic fracturing operations. For other water

High exposure to water stressed regions
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21

GRO 03

GRO 014

GRO 015

GRO 016

Oil & Gas. Basic
Materials, Industrials.
Uilities. Technology

W ''orld Bezources Institute] b'ater Rizk
Atlas Tool enables analysis of 2 of operations
in water stressed regions. This of significance
far the extractives industry and can be critical
for hudraulic fracturing operations. For ather
water intensive industries the cost of water is
likely ta rize az it becomes scarcer and
therefare lead ta w ater efficiency measures
being adopted or inextreme cases, cessation
of activity in that region,

Low percentage of aperations in
water stressed regions would
suggest adequate acoess to water,

Industrials, Consumer
Goods, Telecoms,
Technology

Base number of suppliers and diffusion.

High expaosure to water stressed regions
may require increased CAPEX. Increased
buziness risk - limits to praduction.
disrupted supply chains., increased
manufacturing costs and lower future
cash-flaws,

Demonstrates scale of supply chain
and potential accesslenposure risks

Industrials. Consumer
Goods, Telecoms,
Technology

CQuantifies concentration of supply within total
rumber of suppliers

Patential determinant of growth -
contuinued access to suppliesis a
limitation!spur

Concentration implies higher risks ta
continued accessisecurity of supply.
Reputational impacts of perceived
ower-concentration. Also
ethicallcompetitive implications of
monapsany relationship.

Oil&k Gas, Health
Care, Financials,
Technology

Bccess tolabour and skills by category of
employes.

Ower concentration is potential riskibrake
on growth. Feputationalissues mauhave
impact on earningsigrowth and brand
equity. On the other hand, fewerllarger
relationships implies partnership basis and
possible unit cost savings from supplier
familiaritylexperience and buyer
purchasing power.

Labauris a vital resource and

| retention and avoiding need to
recruit replacement
skillzstknowledgelexperience iz 2

| pricrity for most busineszes in ewery
industry.

Labour, skills, knowledge and experience
are scarce resources and a significant
driver of, ar brake on, growth and
development.




Return on
Capital

Human
Capital
Management

2 |ROC 001

2z |ROC 002

Employee
Engagement

Civerall Engagernent
Score 22

0il & Gas. Basic
Matrerials, Industrials,
Consumer Goods,
Health Care,
Consumer Services,
Telecoms, Financials.
Technology

Employes Engagement iz a key driver of
buzinezs perfarmance. There are 3 number of
well establsibed propristary models widsly used
which reflect up ta 200 identitied drivers of
engagement. There is convergence around
composited kew drivers - tupically 12-50 -
calibrated against the wider range of drivers.
Almest all are 2 puramid to thiz singls emploves
advecacy metric.

A direct measure of engagement
based on awide range of
identified drivers. ESGimpacts
directly though employment
policwpractice and indirecty
through perceptionteputation,

The mast widely used measure of
Human Capital Manzgement
effectiveress. Engagementis both 2
leading indicator of change and 2
stack of perception capital that can
be deploved ta predict and respond
to change inthe internallesternal
employment erwironment, IR
manylmest corporates Engagement
drives policulprocess inchuding
employment conditions,
performance and talent
management, change programmes
and even crganisational
structureddesign.

Employes Engagement diives sarnings
indirectly thraugh increazed customer
engagement, satisfaction and adwacacy.
It drives earnings directly thraugh
engaged employees selling more or
identifying cost zavings through more
efficient processes. Engaged emplovess
have higher propensity to support and
deliver successful implementation af
change programmes, creating new
productsizervicesimarketsiprocesses
and ultimately new operatinglbusiness
madels.

¥ Employess
recormrnend ernplover

Oil & Gas. Basic
Materials. Industrials,
Consumer Goods,
Health Care,
Consumer Services,
Telecoms. Financials,
Technology

The ultimate adwecacy question in mast
Erngagement frameworks. The wilingriess to
recommend emplover to Family and friends.

A key measure of engagement
and heavily influenced by
perception of business by
emploves and their influsncers,
ESIS iz a determinant of that
perceptionireputation directly as
an emplover and indirectly 2z 2
local businezs, provider of goods
and services, supparter of lacal
zupply chains, community
contributar, et

This metric is a key predictor of ESG
petformance andits relationzhip to
effective Human Capital
Managemsent.

Emploves Engagement drives earnings
indirectly through increased custamer
engagement, satisfaction and adwacacy.
It drive s 2arnings directly thraugh
engaged emplovess zelling maore or
idertifying cost zavings through more
efficient processes. Engaged emplovses
hawve higher propensity to support and
deliver succeszsfulimplementation of
change programmes, creating new
productsizemicesimarketzlprocesses
and ultimately new operatinglbuziness
madels.

¥ 3 understand how |
arn rewarded

Engagement research consistently
demaonstrates that pay and rew ard are not the

B L e s b T EUASERE R §

Employes Engagement drives earnings
indirectly through increased customer
engagement, satisfaction and advocacy.
It drives earnings directly through
engaged employees selling mare or

D TR Sy FEPR PR
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Hamam
Capital
Management

% G understand how | am
rewarded

il & Gar, Baric
Hatarialr,
Indurtrialr,

Comrsmer Gumdr,

Enqaqemont rercarch conrirkently
domonrkrater that pay and reuard arc nok the
mork imporkant or euen amajor dekerminank of
enqaqemoent. Houeuer, employeer
comprehending: hou they are reuarded; hou
thatreuard chanqer; reuard relative ko peerr
and i diak

line qorrfrubordinater; are

Yalued employment policy and
practice and Fairnorr in

prplication are the mork vikal

key driverr. Thirimplicr poritive perzeption of
employmenktpalizyfprazkize and

arpeztof pay andreuard. There
ESGFastarr arereflestedin thir

Thir metricir akey predictorof ESG

Employoe Engaqement driver carningr
indirectly throughincrearcd curktomer
onqaqemenk, rakirFackion and aduncacy. Ik
driver carningr dire<kly through ongaqed
employcorrellingmore oridentifying cork
ravingr through more ofFicient procerrer.
Enqaqed employeer have higher propenrity
toruppork and deliver ruccorrful

pl tation of change progqrammer,

performanze and itr relatianrhip ko
eFFezkive Human Capital

Zreaking nen
produstrirervizerfmarketrfprozerrer and

Talent
Management

perfor fralent 3 k. SRqaqemenk mekriz, Management ulkimately new operatingfburinerr modelre.

EFFczkive perfarmanse manaqeamenkir a Ferfarmanze managqementir a

riqnifizank Fazkorinemployes engaq k. Thir [ Enof kalenk ] E

mekric mearurer imgl kakion g kitatively | uhizh ir a Featurs of qood Lakourir a critical Fa<tor of produ<tion.
. Empll:i!,lttﬁ Fl.lbil:l:t to nok qualitatively. Houeuer, conrenrur in employer ESG practice. Talenk Eutinincrearingly knouladqefrkille-1cd

e R S Sy ofFockive perfFormance manaqement implier linelmanagement ir qenarally Lthe d lop kof labour ar

E:\;CESS 9 manaqement rerponribiity For reqular revieor of| conridered ko encompars mearr Human Capital ir one of the main

porformance aqainrk clear expeckakionr of porformance manaqoement and doterminankr of ruccorrful burinerr

porformance and mekrier uhizhroflect the maoreindividually tailorcd Ferfor fralonk q 3 porformance. Productivity and efFeckive

il & Gar, Health
Cars, Fimancialr,
Tachunlngy

orqaniration’s ouerall wirion andrkrateqy. That
implier cmployce underrtanding of the
orqanirational virion andrtrakeqy and probakly
itr waluer. Ik alroimplicrrome Form of capacziky
ko addrerr underperformance and preronk
opportunitier For perronal and proferrional
development through learning and kraining.

proqrammer Forrpocific qroupr of
employcoridontificd ar pokential
koy conkributorr ko khe
orqanirakion’s Fukurs
dovelopment. Thir may beinkormr
of lead

kevrkilllknouledqeretr.

hip and q kor

andtheir arroziaked charackerirkicr

porformance are the primary driverr of

are errontial koolr in Human Gapikal produckireruice 4 | k,raler,

Manaqement and the carningr and qrouth. [t alro creater the
ink fimpr k of diki Fori Eionin

productivity and oFFecti of procerriproduckr and burinerr modelr that

labour bevond ikrinktrinric value ara
Fazkor of produztion.

qenerate Fukure incomerkreams, procosrs
eFFizienzier and carningr qrouth.

Learning & Developement
cosks 2z X of revenue

It ir 3 quantitative mearure of the inuarkment in

learning, training, and people 4 lop. 13

Learning # Developmentir abkey

[ knof kalenk q k.|

lerupparkr performanze
managemenk, addrerring
underperformanze and enakling
porronal and proferrional
dovelopment toincrears therkock
ofrkillrfknoulcdqefcompokencer.

Dpportuniticr For learning %

relative korize of the orqaniration. Hormalired
aqainrk revenue nok capita implicr arrumptionre
aboukthe neod For qreater inuerkmentin
companicr uhere earningr are higher relative ko
employment - qenerally high
rkillftechnologytknouledqe indurkricr.

dovelopment are qenerally highon

lirt of employee oxpockati of

Loarning # Deuclopment ir crikical ko
Human Gapital Manaqement.
Increaring the efFeckivenorr and
porformance of people ir core ko
krarrforming labour ar aFackor of

Juckion ko a capikal arrek uhers

employer and
employcofrtakeholder
oxpockationr of burinerror ro<ial

anduider economi= obligaktionr.

Fr
value can be enhanced through
increarcd produckive capacity and
qreaker

krnouledqedrkillrfcompetoncer.

Lakourir a-zritizal Fazkor of produstion.
Eutininzrearingly knoule dqefrkille=lc 4
1 the develop

Human Gapital ir one of the main

tof lakaur ar

dekerminantr of ruccersFul burinerr
porformance. Productivity and efFeckive
porformance are the primary driverr of
prod |

carningr and qrouth. [t alro croaker the

tiroruice 4 k,raler,

<onditionr For innouationin
procerriproduckr and burinerr modelr that
qonerake Fukurs income rkreamr, procorr

ofFiciencier and earningr qrouth.
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Return
on
Capital

Rezource
Efficiency

Average age
of
infrastructure

Ayverage age of fixed

asseks

Dil & Gar, Talacamr,
u

jar, Indurtrialr

Older arretr will qive anindization of 2
zampany'r need koinvertin the near Fukure.,
They may alra ke anindization of the zompany'r
produztivity, ikr zompekitiverkanze aroell ar
havingimplizationr Farrafeky raker,

Fized arretr arc defined ar
ranqible arrekr uhizh zannok e arily
ke zonvertedinto zarh and uhare
Fukure czonamisbeneFit i
probakle ko Flouinkn khe onkity,
Infrartruzkurs arrekr are normally

Ele and are valuakle anly

rokhe qouernmental unit. Having
azserr kamadern and eFFizicnk
infrartruzkure ir an advankaqe toa
Firm. Sometimer, sompanier may
inuvereinkhe infrarkruzeurs they
nee-d For khir rearan, Invertment in
neuFined arrekrir likely ra be
azzompanicd by appropriakte
inserEment ininfrarkrusture.

Modernplank and ¢ quipment zan

errure thak rerourse inpukr are areding

an cFFizient manner.

Madern Fized arrckr and infrarkrusture:
rhouldinzreare produszkivity, rerourze
eFFizienzy, rerultinginlouer zorer, Thir
rhouldberefleztedinhigher ROC,

§ Investmenk in
infrastruckure [incl encrgy
cfficieney] az % of
CAPEX

Dil & Gar, Talacamr,

iar, Indurtrialr

A zompany'rinuverkmentininfrareruzkure ir
indizative of itr long kerm zommitmenk ko khe
=ounkry or reqion it ir operatingin, It ir alrn
inverkinginthe higher produzkivies thar
improvedinfrartruzture zanbring. Inverementr
inenerqy efFiziensy zanlouer zarkon Fookprink
kutalroreduse operating =orkr.

Inwerkment ininfrarkrusture:
reduzer the averaqe aqc of kokal
infrarkruskurs.,

InFrarkruzkure inverkmenkar reneual,

erpezially inenerqy eFFizienzy aill
improve rerourse eFFizienay.

Impraved rerourze eFFiziensyrhould
improwe ROC

Investment in
infrastructurs [% of sales)
a5 autcome of regulakary
[=.g. ICNIRF)
redquirements

GHG Emissions

il & Gar, T2l .

IGHIRF irrucr quideliner ko proke=t aqainrk
eXparure ko non-ioniring radiation, ruzh ar

elekr aneki= Fieldr, O paki loxporure

Urilitiar, Indurtrialr

il & Gar, Baric

limitr will k& ¢nfarzcable in EL ar Fram 2016,

GHG emirriionr conkribuke ko climate change.
Corktr may rerult through requlatory
zomplianze. Companicr thatreduze GHG zork
eFFizienkly zanrcap benefitrinkermr of cnergy
eFFiziensy, prozerrimprovementr ekz, Ther may
ke able ko beneFit Framrale of zarkan
allouanzer.

Inwerkment ininfrarkrasture that
zomglicr with IGHIRF requlationr
willreduze the average aqe of
tokalinfrartrusture.

Companier torepork all GHG qarer
inmekrizktonr of COZ cquivalent -

Modernplank and ¢ quipment zan

errure thakrerourse inpukr are areding

Impraved rerourze eFFiziensyrhould

an ¢FFizenk manner. improwe ROC
Ewcaurc of high rirk of climate chanqe| Early adopterr of rurkainable procerrer and
itigation requlaktionr, P enerqy efficiencyrhould beneFit From

have aninzenkive kminvertinenarqy
eFFizienzy, zleantezh, prozeorr

impr kr. Thirrhould kranrlate

GlokalWarming Fokential Fazeorr -

IFCC

intalower zartr andrurkainakle

FrO-=errer.

lower unit zarkr ar the zork of GHG
emirrionr insrearar, Thirrhould tranclate
intahigher KOG, High GHG emirrianr zan
leadeorepukation tarnirh and thur ko lower
RO,

MO

HOZ ir an air pollutant byt alro Former
rroporpherizoxone and azid rain. Internal
zomburtion cnginer hauve the higherk impaze.

Auveraqe emirrionr per enginerald - gmed Ko
'

- e

Cleantech tareduse HOH - Low MO
Eurnerr, Comburkion opkimization,
Cakalykiz zomburkion ¢kz, zan alro

. > VTR

Grcaker Enerqy efFiziensy, zomplianze

uithrequlakary requiremenkr == more

" i e e
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ROC #18

ROC #11

Return
on
Capital

Resomrce

ROC #12 Efficiency

ROC #13

ROC #14

Hat alr, MOZ ir an air pollukant but alro Forme
Indurtrialr, troporpheoric oxone and acid rain. Internal Cleantochtoreduce HOH - Lou HOH
MO comburtion enqiner have the highork impack. burnerr, Comburkion opkimization, Groaker Enerqy officiency, compliance
Talacmmr, Ut Auveraqe emirrignr per enginerold - qmrd Ko Cakalykiz comburkion ck<. can alro with requlakory requiremenkr -=> mare
Tachumlngy haur. Conrkituenk of GHE cmirrionr lead o qreaker enerqy oFfizienay. rurkainakle enkerprirer ==: Higher KOG
Z0xreferr ko allrulphur ozider, the tuo major
e ogrerbeingrulphur diozide (S02)andrulphur
Emizsions erioxide (Z0F), Sulfur dinxide ir amajor air
rallutant and harrignifizantimpaztr upan CAPER inuorkmenk mean thatinkhe rhort-
00K human health.[33] In additian, Ehe S0Zirproduscd by the burning of eerm FOC might Fall. Given the requlatary
1% Gar, Baric canzenkration af rulphur dioxide in khe Farril Fuelr, parkizularly zoal ar requiramenkrin Forse and likely o bezome
atmaorphere caninfluence the habikakruitakbility | gl ar in gther indurkrial There ir aninzentive kowre lourulphur| more riqorowr, ruzhineertment may ke
Far plant communiticr, ar uell ar animal life.[34] | prozerrer. Te<hnologicr ruzh ar or de=rulphured Fuel. The nek oFFe =t on| mandatory. Companicr that are ahead of
Sulphur dioxide emirrione are 3 presurror to a<id| Fluidired ke d comburtion <an FuelefFiciency ir an increare of #0- 13 | the curve on controlling 508 cmirrione
rain and atmarpheriz parkizulaer EHZ0 reduce S02. Thore arerkrick For qar Fired poucr plantr and 22 For  [rhouldrec improvement ko their ROC guer
requlatory controlr in Force. <oal fired plankr. the lonqer kerm.
Tulatils mr ic compuundr (TG )
are organi<c chemicalr thak have a high wapor
prorrure ak ordinary room kemperakure. E.q. Ficduction of diffurc emirrionr may be
Fromaldehyde, roluenkr. Sourzer: painkr and azhicued by Fume exkrazkion,
Voo lazquerr, painkreripperr, sleaningrupplior, Filtering, sloredryreemr,
perkizider, building materialr and Furnirhingr, zondenration etz Thirlzadren
ofFi=e ¢ quipmentruzh ar zopicrr and prinkerr, improved perrannel proteztion. 'When | The zorke of zomplianze with W3 cmirrion
il & Bar, Baric <orre<tion Fluidr and carkonlerr copy paper, procerr, produck andrkrakegic requlationr murt be comparcd ko the cork
Hatsrialr, qraphicr and crafk materialr including qluer and |Requlated by lau. Emirrionr can be | mearurer in produckion-ruppork ofbeinginbreach of the requlakionr.
Indurtrialr, adheriver, permancnt markerr, and reduced by 1) procerr inkeqrated  |Functionr are conridered throughout, | Auoidance orrignificant reduckion ko
Cunrumsr Gumdr, photographizrolutionr. They zanhavercriowr  |mearurer Elprodustinkeqraked thir zanlzadtamare eFFizienture of  |emirrionr zan have poritive reputational
Talacmmr, Urilitiar, | cFfeztonhumanhealth (zarzinogens] and on air |mearurer Zlrkrakeqi= mearurerin |rerourzer aroell arreduzkionin eFFezk. From Both poinkr of vicuthe oFFeckr
Tachumlngy quality [oxone: Formation]. produstion =ruppork F kil smirrionr. on BOC will ke porikive.
Impraved enerqy efFizienzy in buildingr,
5 induwrkrial prozerrer and branrporkation zould
Tatal energy consumption : :
[dircct e indir-:-:l:] o % ra-:du-:n-thouurld:a-nn-rq;rnood.r-ln-zl:ﬁl:lbruno
s third, and help control qlokal emirrionr of Focuronencrqy cork ar
2 Indurtrialr, qrecenhoure qarer. [IEA). Financial corkraving, |percentaqe of revenue can Focur on enerqy efficicncy alro Louer enerqy <orkr and bokter rerource
Ueilitiaer, providedravingr are qrater than cork of highlight enerqy efFiciency Facilitater Focur onowre of rerourcer | efFiciency improve Financial rerultr and
Tachumlngy implementation. pokential. and eFFizenay. inzrears KOG,
Encrgy
efficiency

Encrgy savings
performancs: againzt
kargeks

Indurtrialr,
LILLH H

N,
Techumlngy

Encray cFfFiziensy perfarmanzetobe mearured
aqainrk IS0 rkandardr and kerting procedurer.

GFRIENE

Manitorr the proqrerr tooardr

enorqy eFFiciensy karqokr.

Frogresr kouardr bekkor utiliration of

CREF gy For OUFSor.

Louer enerqy <orkr improve Finan<ial

resultr and increare ROC.

Tatal waste generated

Includer manuFackuringuarke, packaging,
hazardour materialr, recyclable makteriale.

Ferlaimad arndronrad mabariale Maararadin

Fackaqing accountr For 15-253 of
krnurabknldoiarks FllLandrill




24 |ROC 813

z5 | ROC #14

| ROC #15

z7 | ROC #1%

13 | ROC #1T

14 | ROC #13

Total cnergy consumpkion
[direct and indirect] 2z %
of revenue

Improved enerqy officiency inbuildingr,
indurtrial procerrer and ktranrporkation could
roduce the uorld'r enorqy noedrin 2050 by one

third, and help control qlobal emirrionr of

Focuronenerqy cork ar

Indurtrialr, qreenhoure qarer [IEA). Financial corkraving, |percentaqe of resenue can Focur onenerqy eFficicn<y alro Louer enerqy corkr and bekkor rerource
Urilitiar, providedravingr are qraker than cork of hiqhliqht ererqy oFFicicnoy Fazilitater Focur onurc of rerourcer | cfficiency improve financial rerultr and
Tachunlugry implementation, pokenkial. and eFFicency. increarc KOG,
Encrgy
efficiency
Encrgy savings
perfarmance: against
targets
Encrqy efficiency performance tobe mearured
aqainrk [Z0rtandardr and kerting proceduror. Monitorr the proqrerr kouardr Frogresr touardr bekker utiliration of |Louer enerqy corkrimprove Financial
GFRIEHE enerqy efFiciency barqokr. SROrgy FerOurCer. rerulkr andinerears KOG,
Inzluder manuFasturing warke, packaging,
hazardour materialr, re sy zlakle makerialr, Fazkajgingazzounkr For 15-25: of
Tatal wazte gencrated Ficzlaimed and reured materiale. Mearuredin hourchold warte, EL landFill
["-"ﬂh.lrnm'ﬁ:ﬂtﬁ] mekrizkonr. Implizaki Far landFill zapaziey requiremenkr are ko reduse Warke reduzkion and redustion of Fie-duztionin uarke and makerialr wre d
and gencration of methane (GHE). EencFitrof  |bindeqradakble warke by S0 by pazkagingmarcrialr by rhould zuk zarkr andtherefore inzrears
inzinerationrhould be ueiqhed againrtinzreare | 2012 fram 1995 Earcline ko avoid manufazkurerr gilllcad ko bekker FOC. Thirrhould ke offrek aqainet khe rhare
COZE qeneration. GRIEHEE Finanzial penalkier. rerourse ukiliration. eerm CAFEX required ko reduse warke.
Hazardaus waste 2 . . :
gtntrattd ["-"E!'Umtllﬁhltﬁ] ; Fiirkr arrociated uith hazardour materialr
¥ of ucight of hazardour uarked bokal uarke. murk be arrerred and addrerred.
Hazardour inzluder uarke ubich could be [} lop. tof rurkainable procerr,
<corrorive, inflammakble, kboxiz, reazkive. lkrhould Fic-qulati areani kive ko kroak t ok enable compliance with
include warte uhichirrecyclable or rewrable reduce hazardouwr varke by improving | requlakory requir kr. Auoid of
after breatment. Weiqht ir often nok the berk procerrer, breakmenk, recycling, ranctionr, higher ROG. Some inverkorr
Indurtrialr, mekric For bhir narke and aktentionrhould be avnoidance of uring materialr that arriqna premium ko Firme that qo abous and
Urilitior, Conrw paid ko therpecific environmental impa<t of Warke From indurtrial procerror qonerate hazardouwr varke uhers boyondthe required limikr. Otherr may
wacke k Gumdr, Health G each material. EHzd and packagqing materiale poarrible. arriqn neqative arrerrment ko bhir.
Packaging

Total waste b landFill [ %]

Gumdr, Haalth ©

LandFillriter, uhether indurkrial or icipal

Munizipaliticr are undor prosrure

emit mekhane and ather GHG. Indurtrialriter
may have ko pravide gar zolle stion & derkrustion
Fazilikier. Inmany zounkricr, landFille moark meck
deriqn, riking, operaking zlorure and pore zlarure
requirementr. They murk alro have zomporie
lincrryreemrtopreventleazhinginkopaker
kakle.

roreduse bindeqradakble uarke
rentkaolandFill == requiremenkr Far
publiztorortandrezyzle ko avnid
Finanzial penalticr. Canrumerr
nou made auare of exsenr
pazkagingimporing azorton
khem.

Frerrure onmanufasturerrtoreduse

warke & exzerrive packaging.

D lop tofrurkainakle prozerr,

krcakmenk okz, enakle zomplianze uith
requlatary requiremenkr. Avoidanze of
ranztionr, higher ROC,

% of waste recycled

Landfillkaxer are levicdon zampanicrinrome
zountrier. Throughinzrearingthe zorkof
landFill, ad

rezhnologier uith higher arroziaked zorer

d uarke treat ]

kezome more Finanzially akkraztive,

Frerrure toure zleaner produstion
prozerrer and other meanr of
reduzing and resvzling warke &
enzerr pazkaging.

Frerrure toure zleaner produstion
prozerrer and ather meanr of
reduzing andrezyzlinguarke. Thir zan|
lead ko bekker rerourze cFFiziensy.

Eckkerrerour e oFFiziensy inzreare ROGC,

Aunid af Fi jal p I®i



il & Gar, Baric Frerhuater ecoryrkemrinrharp Companicer uith high Frerhoater
Toatal Frezhwater Hatarialr, Frorh uater conrumption per unit of oukpuk decline. Uneuen dirkribukion - 10 requiramenkr akrick in cerkain
Cﬂl'lﬂl.ll'l'lptiﬂll'l [‘-'ﬂlll.ll'l'lt Of | Imdwrktrialr, allour comparironr bekucon companier in the <ounkricr oun B0 of Frerhuater counkricr. Gompanier that inuerkin
per unit of prnductinn] ramerockor . Conrumpkion per unikouer rorourcor. Waker quality waricr uarke uaker kreakment and recy<ling [ Gompanier aith high Frorhuater
ROG ruccorrive kime periodr allour monitoring of qreakly. Inadequake uarkeuaker and auoid lort water in thore reqionr | <onrumption per unik of oukput uill hase
[ Fd ] Canrsmer Gumdr progrerr. EME, kreakment. are morerurkainable. louer ROC in water rkrorrred arcar.
q1
Wakerrhoreaqer are ofeenin
Bk waker Cﬂhﬁumptlﬂ'ﬁ In regionr with Farkerk qrouing
water skressed areas populationr. Climarte shange likely
[volume: or per unit of il & Gar, Baric tomake rhortage uorere.
production in thos: Hatarialr, Fiarizultural e weraztion i
am:‘ﬂ] Indwrtrialr, Highroral uaker zarrumptioninuaterrkirerred  urrurkainable inrome gaker Companier aith high toral uaker
Urilitiar, arcarir arirk For zompanicer unlerr the vy invertin rererrcd arcar. Firk of rozial Fremiumon garkepaker kreatment % | zorrumption perunitof gutput uill hase
ROC #21 Tachunlngy warkauaker kreakment and resyzling. EH% uRrerk, re-=yzling. Firk for lagqardr. lower ROG in wakerrererrred arear.
4z
"Foak uater® may have been
Waker Tatkal water ConsUMPESn | ggp e Gar, Baric arrived ak. Demandret o exceed  Tokal ater conrumption por gukpuk
tﬂls..ptiﬂll [I"‘:"I""'r'It or per unit of Hatarialr, rupply by d0: by 2030, High uater  unit zanbe compared with poorr and
F'r‘:'du‘:tm'r'] Indwrtrialr, Enabler identification of companier akrick and | conrumpkion oithouk oFFockise indurtryrtandardr. The brend ousr Companier uith high kotal uater
RODC compariron uith pecerr. Should be checked Uaker MAanaqemenk mearurer reweral yearr villindizate mearurer | conrumption per unik of oukput uill have
4z |2z aqainrk Wakter Reure Indox. <onrkikuker arirk. taken ko reduce thir amount. louer ROG inuaker rkrerrred arcar.
ST T i il & Gar, Baric Toktal uarke uaker cFFlucnt per oukpuk
vnlljrn-: Hatarialr, unitzan ke zompareduithpeorr and  |High volume of uarke uater eFFluenke chatir
Indwrtrialr, Hentify larqe qencratorr of warke cFFluent Hiah volumer of warke cFFluent indurkryreandardr. The krend ouer nokkrgaked and rewredindizater an
ROC Urilitiar, waker, Thirrhould ke zomparcduiththe WRIko  |uhizh are not kreatedarrezyzled |rewveralyearraillindizate mearurer  |urrurkainable wre ofrzarze rerourze. Rirk
23 Teachunlngy arrerr prokakilivy ofrzarziey, rhould ke Flagqed ar arick. kaken ko reduse thir amount. of larr of lizenze topperate and lou ROG,
q4
Resource
Efficiency
Wiaker r-:-:g.l-:I-:-:I = oar Water uraqe Fromrecycledrourcer reducor the
walume il & Gar, Baric demand Fror Frerh uater and the enerqy required
tokranrport and dirpore of it. Tailoring uater Increared efFiciency in uater uraqerhould
quality ko arpecific uater wre alroroduczer the | Tokal uaker conrumpkion may ke roduce corkr and therefore the KOG, Short
RODC enerqy required For uater rekreakment. lbir alro [reduced by judiziour uaker CGanimprove the efFiciency of koal ure [ torm CAFER onrecyclingrhould be offret
FLL FL | anindicakor of a company'r efFiciency. rocycling. of uater. aqainrk lonqer kerm cork reduckionr.
Companier hauve 3 duky of zare ko
Many produzkrinthe zonrumer qoodr, enrure thakkhe qualiey of their
healthzare, ke zhnology, Indurkrialrrc zktarr zan prodztr meekr health andrafery
Mumber ‘:_'F htﬁllt':ﬁﬂ malfunztion and lead karelate d deathr, Thir zan |Froduzt liakilicy ir covercd by re-qulati and ko ankizipate any
assaciaked Wlthlprﬂd'-lttﬂ enkailrevers damage toreputation and brand, |[legirlationin more zounkricr and negakive impask that may o=zur.
. porrikly ko lizenze konperake and in addicion, thereFare breazher of the lan zan |Failure todorn, zanlcad ko heauy
there may be qroundr For aurongful 4eath leademuvery expenrive leqal leqal =orer and damaqer and
Prnd'n:t Canramar Gumdr, lawruir. Controlling there rickr zan ke zritizaleo |prozecdingr and Finer. There zan |rubrequenk lorr of repukation and Failurc ko zonkrol the rirkr arroziaked with
ROC Health & Haalthcars, theruzzerror eventherurvival of the Firm ke zorkrinkermr of repukaion, Erandimage. There zanimpazt their produstr zan haverevers impaston
[ F4] T mdwrtrialr zonzerned, krand and zurkomer loyaley alrm. | rewenue pokential, the zampansy'r reruler and ehe ROG,
s Safety




47

4%

q49

ROG
L 13

ROC
L Fa)

ROC
"2E

Capital

Return
on
Camtal

Conrsmsr Gumdr,

Canramer Sarvicer

Ahighrnumberarrhare of produztrezalle
indizater alazk of produzt quality uith negative
conrequencer For brand perception, louer
purzhare inkenkionr and conrumer losalksr,
Ecingproactiveinthe care ofruchrocallr zan
helpreduze damage bukrepzsurring rezalle,
uhcother they be proactive or not uill zerkainly

inzur there neqative sonrequenser.

A larqe number of recallr are
prokakly ariqnthatinrufFizient
atkentionir being paid to Froduct

Healkh % Safcky.

Inakkention ko produsk quality and
partizularly in kermr of health and
rafekyindizate inadequate quality
zonkrol procerrer. Thir ir indizative of
poor manaqement alazk of surtamer
Fozur. The Financial impact of thir

zouldbeweryrariour,

Froduckrecallr are xpenrive bothin berme
of the logirkizr of zarrying themoutandin
kermo of Fukureraler. Thir can have

riqnifizankimpaztan RO,

Indurtrialr,

Conrsmsr Gumdr,

Life: Cycle Assessments [LCAs] of
products allow companies to make better
informed decizons abaut aperational
aspects [minimizing Footprink and costs]
as well 2z marketing and zales prospects
[preduct pozitioning, brand building].

The % of products
complying with 150 and
GHG Protocal Life Cycle
Azsessment Accounting
and Fieporting standards is
an indicakion of the level of
conkrol of operational,
marketing and sales
conziderations.

Product quality & impacts to
include nation of incarparation of
environmentally focused
principles inka praduct design.
Thiz allows better focus on
zpecific markst zegmentz [2.9.
encrgy cfficient products, LOHAS
wke.]

Life Gycle planning can reduce
materialz, energy and labour inputs.
These cast savings must be compared
with the CAPEX investment required.
There may be Faveurable brand
reputation considerations to b kaken
inko account,

Indurtrialr,

In light of resource scarcity it can be in the
best inkerests of companics ko establizh
smark recycling models, In addition,
Extended Praducer Responsibility (EPR] -
incorporake negative externalitics from
product uze and end-of-life in product
prices. Froducers are made responsible far
enviranmental effectz aver entire produck
life: cycle. Cost of compliance cannot be
zhifted to 2 third party and must thus be
incorporated in praduct prices. Failurs ko
comply with regulations may incur heay
fines,

Onuz of wast-:-rr;anagtmcnt
casts shifted bo producers -
mast capable of reducing EQL
costs by changing designs For
recyclability, longevity,
reduced kaxicity, and limited
wolume of waste generated,

Froduct quality & impacts to
include notion of incorpaoration of
environmentally focuzed
principles inka praduct design.
Thiz allows betber Focus on
specific market segments [&.9.
encrgy cfficient products, LOHAS
cte.]. There will be compliance
related costs but alzo savings in
the light of resource scarcity as
well az brand building and
product positioning [with
assaciated revenns implications].

The dynamic krend in relation bo peers
can give an inzight inte 2 company's
forward thinking. For products with
lenger life-cycles there are zavings in
materialz, energy and labour inputs.
The nek impack on 2 company's ROC
will depend on the balance bebween
increased costs relating to longer life-
cpeles [and perhaps lawer revenues)
and the savings on inputs.

In light of resaurce scarcity it can be in the
best inkerests of companics ko establizh
smark recycling madels. There should be
cosk savings relating bo the use of such raw
makzrialz in berms of makzrials, energy and
labour.

Onuz of wazke-management
costs shifted bo producers -
most capable of reducing EQL
casks by changing dezigns Far
recyclability, longevity,
reduced kaxicity, and limited
volume of waste generated.

Froduct quality & impacks ko
include nokion of incarparation of
environmentally focused
principles into product design.
Thiz allows better Focus on
specific market segments [e.9.
energy cfficient praducks, LOHAS
ek, There will be compliance

ralebod mmmbm bk wlem e in

The dynamic krend in relation bo peers
can give an inzight inte 2 company's
farward thinking. Far products with
longer life-cycles there are savings in
makerials, energy and labour inputs,
The net impact on 2 company's ROC
will depend on the balance Bekween
increased costs relating to longer life-

cycles [and perhaps lower revenues]
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Dccapational
Healeh &
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Dccapational
Health &
Safety

Takal zpending on HEE §

il & Gar, Baric
Hatas Ir,
Indurtriale

Integrating health and zafety inko company
skrategy and pelicy farms part of the
business strategy and continuous
improyvement that drives 2 company
tawards excellence. The level of Financial
commitmant companics make b impraving
health and zafety iz 2 tangible gauge of
their willingnezs and capacity te do s
There iz a strong correlation bekwecn
higher spending on HES and lower rizk and
higher return.

“without a commikment of
rezources, outstanding health
and safecty performance cannok
be achieved

Expenditure on OHE reduzerrirk of
azzidentr andricknerr uithkheir

arrociated corkr tothe company.

Higher performance and betterrick
management. The trade-off bekueen
hiqher expenditure and the beneFikr mourt
be arrerred.

Lozt kime injury rate

il & Gar, Baric

Alare-time injury ir deFined by mork zome anicr
ar anozzurrense khakreruleedin afakaliey,
permanenk dirakiliey or kime lare From uork of
one dayfrhiftormore. Lare=kime injury
Frequenay raker are khe number of lare=kime
injurier within a given accounting period relative
tothe katal numb-cr of hourr uorked in khe rame

kingperiod. For plo, OSHA
[Dccupational Safety & Health Admininthe UZ)
calculater raker ar: [recordable incidentr f total
hourr worked)1" 200,000,

Alehaugh na quarantes of
future performance, a low
injury or ill health rake, cven
aover a period of years, kends
ta indicate skronger Future
perfarmance. By measuring
incidence of 2 larger number of
eyents [comparsd bo Fakalitics
af mare sxkreme injurics), it
provides a mare stable
meazure of performance.

Highinjury raker arc kypizally
indizative of poorly runoperationr
khakwillrkrugqle ko mainkain
operaking continuity

A conrirtently louinjury raterhouldbe an
indization that Governanse andrick are
Eeingtakenreriourly, Comparative leselr
wary according toreckor of activity.

Fakality rate [FTE &
Cantractors)

il & Bar, Baric
Hatarialr,
Indurtriale

Fatality raker provide an unambiquour mearure

af hoalth andrafoty perfarmanze.

Aride Fram the dirc<k Financial
penalticr arroziake d uich
Fataliticr, larqe numberr of deathr
amongemployeer are likely to ke
indicative of unrkable operating
perfarmanze and bringr
riqnificankreputational damage,
with impactr on zompanicer' licenre

togperake

A high Fakality rake murkreprerenk
higher operationalrirk and zan lead ko
weryreriour reputational damaqe and
heauy Finacial penalkicr.

A zonrirkenkly lou Fakality rate may be an
indization that Gowernance andrirk are
Eeingtakenreriourly. Thir uill vary
according koreckor of ackivity.

% of facilitics certificated
against OHEAS 15001

0il & Gar, Baric
Hats Ir,
Indurtriale

OHEAE 15001 ir a Frameuork For anozcupational
H#%Z manaqement s arkem while improving
performance. Aneu lZ0rtandard, 150 45001 ir
aboukknbeinkroduzed (rzheduled for 2d 2015)

Certification procers kendr ko
zhange how employeer view their
workplace and may increare their
commitmenk kokhe rkandardr. It
alroprovider anindizakion of

& i Ekg

OHEAS 13001 requircs: Farmal rirk
arrcrrment and hazardidenkifization,
leqal compliance and arrurance,
Farmal arganirational arrangemenkr,
kraining & zompetenay, inkernal audie,

a trowicw, cxtornal

q

improvement

werifization. [t provider a mearure of
the company's commikment ko
implementing thore mearuror

Ciertifization and the audit proczerrorthar

enrye Fosur akkenkion on patential rickr.

Mumber ar % azset
Easelpreduction
templayees in Facilitics
150 certified

il & Gar, Baric

130 3000 iz 2 generic name given £ the
Family of standards around which 2 Buality
Management Eyskem can be implemented.
The cight B principles are: Customer
Facuz, Leadership, The invalvement of
people, 3 Pracess approach, 3 Epstem
approach to management, Continual
Improyement, & Factual approach to
decizsion making and a Mutually bencficial
zupplizr relatianzhip.

Frowvider arruran<e thak procenreon
and manaqemenk meck
inkernationally reznqnired
reandardr, uith khe arroziatedrirk
<onktrol mearurer. [ provider bokh

amearure of management's

it kEgimpr kand
an cxternal werification of the

cFFarkr managemenkir making

Frovider arruranse thak procerrer
and managqement meck
inkernationally rezognircdreandardr,
uith the arrosiate d rick zonkral

Mmcarurer.

Demanrtrates manaqement's sommikmenk
ko qood qouernan<e and rirk managqemenk
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Rizk Processes

% of business units
covered by process
improvement target
zetting such az Lean Six
Sigma [IE0 130532011 -
OMAIC] or ather
methads such 2z TG,
E'w'RM ke,

il & Bar, Baric
Hatas
Indurt

Canrumsr Gumdr,
Haalth Cars,

Techumlngy

SixSiqmaand otherreandardr are primarily
deriqued o azhicwe zonrirkent prozerr reruler
by azhicving quantifiable Finanzial rekurne
through crkablirhing and verifying appropriake
riqma karqek lewelr.

Thore arc arange of rkakeholder-Focured
procerr improvement koolr uhich uill alro emb e d
ESGirrucrinko manaqement procorrer. Lean
Six Siqma addrorrer procerrs Flou and uarke
irruer and wrer Yaice of Curtomer methodr koret
performansze benchmarkr. Lean prozerrer zan

kv feFFe ki Elazkr ko

human zapital performanze. Enkerprire Wide

liminake prod

Urz of prozerr toolr ko embed ESG

Firk Management diffurer ESGMFRapukati
irrugr azrarrrirk zakeqaricr.

Eazrarrrerakegis,
1. Fi ial
' ,

rirk q
markek, opeorati

andfar

Irirks.

requlatory and reputati

Lower zorkr, reduzed rick of
proklemedzrirer impasting on burinerr
performanse. Louer reputakional rick.
Shouldberefleztedinlouer zart of zapital
andthreakof requlatory zorkr. Loger zorkr
andloucr cork of capital = higher ROG.

% of revenuestoperations
[azzets under
management] analyzed For
EZG riskz

il & Gar, Baric

Many zompanicr oukride Finanzerestor non
deploy Enterprire Wide Rirk Management. Thir
idenkificr areqirker of rirkr, materiality and
ralicnze. EZGirrarely anenplizic Feature bur
relevantindividual ESG rirkr may be. Zimilar
procerrer are boing adopted by Surkainability

keams uithin companier ko explizitly identify

Adoption of EWRM and ESGrirk

Identification of rirk and appropriate

manaqemenkiremediation ir aFeakure

ldenkifyingrirkr ir ko antizipate them and
ko addrerr them. Thirrhould lead ko kimely
mitiqation of the rickr and prokakly louer
zarkr, redusedrirk of proklemefzrirer
impazkingon burinerr performanze. Loaer
reputational rirk. Shouldbe reflestedin
louer cork of capital and threak of

requlatory corkr. Louer corkr and louer

Techunlngy ESGrirkr. analyrir ir a qroging krend. of operational rirk manaqement. corkof capital - higher ROG.
: Hentifization of rirck and appropriate
% of total suppliers e
. managemenktremediation ir aFeakure
assessed For ESG rizks ; ;
of operational rirk manaqement.
Morerophirticated approacher may
extend purvicu ko uiderrupply chain |Louer corkr, reduced rirk of
Humber of rupplicrr identificd in GRO 014 ar an or Zrd parkyrupply chainrirkr, problemrfcrirer impacting on burinerr
Indurt Ir, indicator of accorrtorerourcer. Thir lookr ak IdentiFi=ation of rirk and erpecially inronritive indurkricer or porformance. Louer reputational rirk.

Conrumsr Gumdr,
Talacmmr,
Tachumlngy

rupply chain fromrirk procorr perrpective and
idenkifier exkent kouhizhrupply chain
eramined Far ESGrirks.

materiality ar park of anouerall
Zupply Chain manaqementarESG

rpecifizprozerr.

thore uhererupplicrrfdomizile may
hauverpezific arroziate dEZGrirkr .3,
<zhildlakour, zonflizt mineralr k=

Shouldbereflectedinlouer cork of capital
and threat of requlatory zorkr. Louer carkr
andlouer zork of zapital - higher FO0G,
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% aof critical zupplicrs
aszeszed as high risk far
ESG

Indurtrialr,

Conrumer Gumdr,

Critizalrupplicrr definer thore rupplicrron
whizh burinerr ir zritizally reliant, While a
burincrr may have thour andr of individual
rupplierr,itmay ke arcliantan amuzhrmaller
number For a high percentaqe of kotalrupplicr or

Forrpecificrupplier critizal ko production. Thir

Identification of rirk and

materiality ar part of an ouerall

Idenk

manaqementfremediationir aFeature

ication of rirk and appropriate

of operational rirk management. Rirk
ir azzentuated uhere rupply zhainir
zanzenkraked, parkizularly ubere thir
mayinuvolusrpezifizproduzear
markekrirkr. Morerophirkicated

approachor may extond pursicu ko

Evidenkifring hiqhrickrupplicrr remedial
azkion zanbe kaken, thereby reduzing rick,
Fcduzcdrirkof problemed zrirerimpasting
onburinerr performanze. Louer
roputationalrirk. Should be reflectedin

louer cork of zapital and threat of

Telacmmr, mekricidentifior the extent kouhichESGir part |Supply Ghainmanagement or ESG | uiderrupply chainor 3rd parky rupply |requlakory corkr. Louer corkr and looer
Tachumlugr of that criticalrupply chain rirk arrerrment. rpocificprocers. <hainrirkr. <orkof capital - hiqher ROC,
|denkifization of rick and appropriake
manaqementfremediationir aFeature
f f i F tinal rick L1
% of high E2(G rizk critical L T e
supplicrs i S phl'l e S o hl.ﬂh|ﬂ-l.lﬂ-|Ifl?ll#h{#!mﬂt#rldll!j’l.Il: :
Onze arupply zhain rick profile iridentific d, uill 3enerally inuplvee aparknerrhip Louer zorkr, reduzedrick of
uhakprozerrar are inplaze ko climinats, approazh berueenpurzharer and problamrdzrirer impaztingon burinerr
Indurk Lr, romediake or manaqe the mork criticalropplier | ldentificakion of rick and wondor. Morerophirticated performance. Lousr reputational rirk.

Conramer Gumdr,

rirkridentificd? Generally, uhere therupplicr

rolationrhip rriqnificant, thir uillinuoluerome

Form of parknerrhip approach.

materiality ar park of an ouerall
Supply Chain manaqementor ESG

rpocificprocers.

approachor may extond pursicu ko
uiderrupply chainor Zrd parky rupply

<hainrirkr.

ZhouldbereFlected inlouer cort of capital
and threak of requlatory corkr. Louer corkr

and louer cork of capital = hiqher ROG.

Geographical
Rizk

Geographical
Rizk

Country Rizk: % exposure
in politicallytzocially
unztable countriez

Cunramasr Gumdr,
Haalth Cars,

Integrating the zocial and political rizks of
countrics where 2 company operates iz
critical bo effective management of that
company's real risks, and to improved
resource allocation,

The rirk of exparurc ko polikizal
androzialinreakility irone arpezk

of qeoqraphical rirk.

The ¢xkent of qeoqraphizalrick
SHpArUre ir 3 zomponenkof
Dperational & Yalue Chainrirk.

CareFul zontrol of zountry rirk and
appropriate remedial azkion, uhere need
arirer, ir ariqnof qood Gouernanse and
Firk Manaqoment.

% zales! praductiond
azseks in
counkricsfregians with
Tranzparency
International corruption
index < B1

Conremesr Gumdr,
Haalth

Talscumr, Utilitisr,

The CPI defines corruption az the mizuse
of public pawer far private benefit,
Eizcause of the difficulty measuring
abzalute levels of carrupkion, CPI
meazures perception of corruption.
Because of the distortion cauzed by
corrapt practices, a low CPI rating may

A hiqh pereentaqe ofraler in counkrier with

Finamcialr, increase inweskar rizk Countrier uith lou GFlrating lou GFlrating requirer qood qouernance
Techumlugy ropreront qeoqraphical rirk. Corrupkion addr ko value chainrick. and rirk manaqemenk.

% of sales in countries . .

= = 5 Fizqulationr vary conriderakly
with regulation on privacy i i i 4
and data 5¢|:|_|ril;!|| Curtomerr, rharcholderr, cmployeor and other ik e Pyl f Hhte SR 2 .
T T T e e e e T ey thereFore qreaker exparure ko Leakr From zounkrier uhere privasy

Talacmmr, infarmakion, crkrurke d ko khe comp anior, are zountrier uhere thir protestionir |and davaprokezkion are ueakly
Finamncialr, procorred purely For theirinkonded purpore and |peakinerearer the rick of inresure | requlated zould puk khe uhale value Dakalzakr uould ke anindizator of poor
Tachumlmgr proke=ked From mirure. daraand privazy. zhain akrirk. Gouvernanze and Firk Manaqement.
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& Yalue
Chain Rizk

Mumber of days lost
production [X]

Ol & Gar, Utilitisr,
Baric MHat Lr

Froduzkion dayr lork dus koinjury ar Failure of
cquipment roflect onthe company'r duky of
zare. A hiqhlevelof LEFD may indizate poor
operational managqement.

Criticalincidentr may be dus ko
injury or equipment Failure. Apark
From "ackr of God" a high lewel of

=

calincidentr and rerulting
LFD may indizate inatkenkion ko

duty of care.

Lack of aktention ko duty of care

reprorenkr pokential rick.

High leuelr of LFD due ko criticalincidenkr
T

mayi ke poor rirk q k.

Wolume spillages [actual
and X

il & Gar, Urilitisr,
Earic Hat Lr

Applicr tothe Oil & Garrcztor buk zould alro ke
relevantknthe shemizalindurery, Where
rerpanrikilier ir zlearly ereakbliche d, the valume
ofrpillagerir availakle and zan be aekribuke d ko
rpezific zompanier. Spillaqer zanhavereuvere
Finanzial and reputationalimpazton a
zompany'.

Ficlater ko sritizal inzidenkr

Fie-zurrenkrpillager uouldindizate
poaroperational rick manaqement

Ficpeatedrpillaqer uouldindizaterlazk
qouernanze and rirck management.

Tatal fines'remediation
casts Far zpillages §

A conrirkently high lewel of Finer and
remediakion corkrindicater exporure ko
Financialrirkr intorme of Finer, damaqe ko
roputation and ability ko mainkainlicence ko

opcrake.

Ficlater to<riticalincidentr

Recurrentrpillager uould indizate

poor operational rick manaqement

Fepeatedrpillaqer uouldindicaterlack

qouernance and rirk manaqement.

Enviroamental
remediation

FrovizianTatal
expenditure [% of tatal
revenue] on remediatian,
rehabilitation and
decommizzianing
including hazardaous

% of buginess units
covered by environmental
& ecological impact
essment B0 an
accephed standard

% of operations in
wcologeally sensitive
countriesfregions
[UNEECO)

Annual land rehabilicated
[area, %, cost®)

il & Gar, Baric

il & Gar, Baric

il & Gar, Baric
Hatarialr,
Indwrtrialr,

Conrirkently hiqh perzentage of revenuerpent
onremediation, rehakilication and

dezommirrioning ir anindizatar of high finanzial

Mearurer zortrinsurred to

rirkand alroanindire st mearure of luaking

the arqaniration'r monitaringrkille.

r diak, E kion by

zompany'r produstion prozerrer.

highremediation, rehakilication and

dezommirrioning zorkr pokenkialrirks

inthe operation's value zhain.

Hiah rirkr may reveal poor qouvernanse.

Eurinerrerrhould Find it helpFul koure
ernvironmenkal KFPLr ko capkurc the link botucen
ernvironmental and Financial performance. A
hiqh porcentaqe of burinerr unikr covered by EIR
rhould ke anindication that rirkr are boing

<ontrolled.

Auarencrs of ensironmental and
ecologicalimpactrhould highlight

potentialnecd For r diakion,

rohabilitation, decommirrioning
and holp avoid ther o corkr if

porrible, inthe Future.

Focur on potontial rirkr in the

Dperational Yalue Chain.

EfFicient EIA ir an indizator of qood rirk

<onkrol.

Eiorphere roreruorreck to prokeck againrk lorre
of binlogical and culkural diverrity. Thore are 651
biorphore rerorver in 120 countrier. Locationin
ruch zoner entail many conrkrainkr, and
thereFore highrirk ko reputation and licence ko
operate. Forrome invertorr thir could be already
ke an ex<lurion crikeriaor rearon korkark

ohgaqemenk.

Firmer locatedinruch zoner hawe a

poucrfulincentive ko auoid bhe

High rirkr of breaching ecological

necerriky of enuir kal

remediakion.

requlati enktailr operational and

valuc chainrirk.

FirkManaqement needrtobe uery

rtringentinruch arcar.

Land rehakilivation ir the prozerr of rekurning
land, ar zlarely ar parrikle, koitr Farmerreake,
after deqradation by indurtrial, miningor
Farming proserrer.

Land rehatbilitation zontributer ko

Eruir tal R diati

Suscerrful rahakbilikation reduzer
damage koreputational rirk and

li rooperake.

Good land rehakilivation zan help retain the
lizenzetooperate and bolrker reputation.
Ix zontributer ko qond qouernanze and rirk
MAanaqemenk,
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Remuntration

Ratia of change in top
MmAanagemenk
remuneration: bakal
sharchalder returns

Incentives as ave X of
income

% of ave bonuz subject ko
clawback criteria

il & Gar, Baric
Hatarialr,
Indwrtrialr,
Comrsmer Gumdr,
Haalth Cars,

Comrsmer Servicer,

Coprsmsr Gumdr

Fatioof Deltaof kotalrenior managemenk
remunerakion - ofken CEQ or CEO and cxe cutine
directors -toDelkain Takal Shareholder Feturnr
[T=ZR). Remunerationincluding auardedriock
optionr and ponrion commutation. TSR ir

lired kot al zapital qain and dividend

carningr perrhare. Inkended bo compare
porformance of burinerr uith regard ko kop
manaqement - bared on arrumption, uidely

reqarded, that lakkorrhould reflack Farmer.

Femuncration of kop manaqemenk
irakey corporate qovernance
irrue. Appropriakerouard -
aliqning remuneration uith
performance - ir anindi=akor that
eFFockive qOuerance procerrer ars
inplacc tohold managqement
a<<ountable ko and For

rhareh . Ainy miraliq 13

uill require oxplanation - the
impa<tof other porformance
<crikeriaorunderlying
performance nok [reklreflockedin

TSR

Fioburt corporats qouernance
procorror and controlr indicated by

appropriate owerriqht and

Conkrolr of reuard o kop manaqemenk i
uicuod ar key corporake qovernance
Function. Aligning intererkr of

rharchold

ty of kop q kEby
Enard. Linkingperformance and
remuncration alro implicer reuard For
walue maximiring behaviour and
compekencor - ofton ouer long-term
ar performance element of Long-

TermIncentive Flanr.

Jongterm value creation and
Appropriate manaqement procorror and
compekencor driving burinerr
performance. Ikir critical ko eFFective rick
manaqement, anindicator of appropriate
Oy S T

5 i andrkrateqicr For

lonq kerm walue creation and protection.

| Eiuirakion of q tthroughout the

Femunerationinzluder bare
ralary,rhort and long-kerm
incentiver, and penrion provirion.
Appropriake reuard and alignment

of i ki ko the long kerm

burinerr ir uidely accopked ar appropriate ko
inrkil mokivation and reuard outperformance.
Houeguer, concornr that koo qreat areliance on
inconkiviraktion - indicaked by a high ratio of
inconktiver ktobareralary - canlead ko damaqing

rhort term behaviourr. Skewued decirion making

health and porformance of the
burincrr arc key Feakturer of
oFFective qouernance. Thirrkarkr
wuith top management buk
carzader through the burinerr

uhere inappropriate

tmazhi tofi tiviration indizatorr -
houewer appropriate = may nok aluayr aliqn aich
inkerertr or uider performanze of the burinerr

and lang-term walue zreation.

Eiuiration =an enzourage
rkeued dezirion making,
inappropriate behaviourr and rick
raking.

The ratio of incentiver ko bareralary ir
nokinitrelf aindization or <he<kon
inappropriate remuneration policy
and practice. Gomparironr uith other
buriners in therame orrimilar
o

indurtricr uill Flaqup and

Effective corporake qouernancerhould
aliqninterorkr of rharcholderr and
manaqement inpurruik of long-kerm valus
<reation. Dirkortionr inkthe motivation and

ey Eand

I of top q

highliqht porriklerhorkzominginthe
eFFestivenerr of zorporake
qouernanze and manaqemenk azrarr
the arqaniration.

employeer azrarr the burinerr zan
damagingthere inkererer. Inappropriate
dezirion making and rick taking are zrikizal
rirk irrucr.

Inzenkivirakion programmer are qenerally and
nezerrarilyrhork=kermin their nakure. Houeuer,
the inzrearing ure of reozk optionr and long-
Eerminsentive proqrammer have gencraked
qreater pokentialreoard, inkended o aliqnen
lang=termperfarmanse of the Burinerr, buk have
zlaudedthe zonnestion betueenrhart term
performanze and ultimake lang=termreuard.
Claukazk, the akilivy of the burinerrtor kil

Long=termInzentive Froqrammer
are aninzrearing Faskaorin
remuneration and nok jurk for kop
management, The potential
reward gukzomer can ke Far
qreakerthanrhork-kerm
inzentiver. Houeuer, thore
oukzomer may nakneserrarily be
impaztedon by individual
performanze and inappropriate
kehaviourr and dezirion making.
Claubazkirintended to addrerr

khir dir k= uhere individual

Claubazkir an additional kool far
thore ouerrecing qouernanse and
management of the burinerr,
Claukazkranztionir ariring ubere the
rewardr of inzenkive programmer are
riqnifizankly qreaker long-termthan
mare immediate rhark term

kiver. Thare reuardr may not ke

performanse irruer thatonly ke zome apparant
inthe lang=kerm, arc kthe perzeivedrolution.
They are an additional brake oninappropriate
Eehaviourr and 4z zirion makinguhererhaore
kerm dezirionr have long term oukzomer

azkion damaqer the burinerr bue
nok nezerrarily the rewardlong
kerm - and provide akilicy ko
rersindrenardbevand the perind

ofthe inzentive programme.

zryrtallircd ar performanse irruer
manifert until afeer the beneFiziary
har leFx the burinerr. Thir ierue har
keon mort obviourly apparenkinthe
Finanze indurkry in resenk yearr.,

EFffe=tive zorporake qouernanserhould
aliqnintererer ofrharcholderr and
mAanagemenkinpurruit of long=kermvalue
<reation. Glaubaskic a furtherran<tion to
imprerr appropriate insenkiviration of kop
management and atherr and rezourre
uhere the long=termoutzomer ofruzh
insentiviration are different tothare atthe
poinkreuardir oFfezked, Thir exkendrehe
reazhof ¢FFezkive qouernanze and impazk
of lang-termrirk mangementanrhore-
kerm dezirion making.
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Board
Composition

Board
composition

Ratia of cxecutive b nan-
cxecutive board members

Eeparated rale of CEQ
and Chairman/President

women cmplopess,
managers, senior
managers, Board [%]

Ethnic minority
employess, managers,
zenior managers, Board

il & Gar, Baric
Hatsrialr,
Indurtrialr,
Conrumsr Gumdr,
Haalth Cars,

Conrumsr Sar

Talscmmr, Utilitisr,

Fi cialr,

il & Gar, Baric
Hatsrialr,
Indwurtrialr,
Cunrumsr Gumidr,

Dil & Gar, Baric

P t Mon-E Eiue board E

provide aduvize ko boardr onrkrateqic decirionr,

=an

thereky improving Financial performance. Alro,

by monitoring the activity of manaqerr, the
14 hald

Hon-executiver can play awital
role ininFluencingrkratogiz

decirionr and prokecking

inkererkr of rharch and otherrtal
<anbo protecked. Rercarchrugqerkr thak bhe
inclurion of non-executiver onboardr improuver
the Firm'r compliancc uith dirclorure

roquiremenkr.

rtakeholder inkerertr. The right
balance har ko be Found bekueen
the indurkry rpecific exporiense of
the execr and the broader

porrpective of bhe non-cxecr.

Ajudiziour balanze botueen
board

membeorr uould normally ko ariqn of

Eivc and non- ki

qood qoucrnance.

Good Eal

execukive board memberrrhould improve

betucon kive and non-

qouvernance and reduce rirk.

A common corporato qOUernance Foquirement
roflectodinrkakuke or qouernancerkandardrin

kration of

CEQr are executive and
ChairmantFrerident arc non-
execukive alkthough thir
dirtiin<tion canbe blurred. The
lakker <hairr the BEoard and ir
rorponribkle For gusrright of

tive. Thatinclud

many markekr. B qnirer khe
day-to-day leaderrhip ir werked ina Feu handr
and, uhilrk coherence of the relationrhip ir
errontial ko eFFeckive Funckioning of the
burincrr, there will be diFferent Functionr and
accounkakbilitier uhich zould andrhould give rire

koreparako inkererkr.

SRruring
adequate and ofFockive
tability of ki

through appropriate dirclorure
andinterrrogakion, requiring

necerrary board pok .

Thirir artandard and conrirkenk
Feakure of corporate qouernancs
requiremenkr, coder and
recommeonded berk practice inpubliz

panicer a=rorr mork major

<capakility and comporition.

markekr,

ki Ehe

Soparation of poucrr impli
delineation of thore roler ir uidely
<onridered errontial ko ofFeckive
qouernance and rirk manaqement. &
moderater rirkrs of aburc of ruch poucrr
and enakler appropriate accountabilitior in
the interertr of rharcholderr and akher

rkakeholderr.

IFuomen are appropriakely refleskedin
management andrenior management zohorkr
thantheyrhouldalrobe reprerentedonthe
Epard. Thir applicr toboth e zutive and non-
exesukive roler although the lakeer will, ko a
qreaker deqree, depend an the cnzouraqement
of Female progrerrrioninother arganirationr,
The development of valenk and itr oFFe ckive
mAanagement ir 3 zrikizal parkof human zapital
development and itr zonkribukion ko
performanze. Epardr andop q [

nir

DiverrityinEoard zompari
akkhe ape: af diverrity azrorr the
oraaniration. Female
reprerenkation on the Eoard i not
only anindizator of qood kalent
managementinkernally but a

it kthrough qouernanze

reflestingthe overall zomporition of the
uorkforze, and the markekr the burinerrrerver,
arc anindicator of eFFoctine balent

MAanagemenk.

prozerrerkobektarreflestkhe
<omporition of uiderrocicky ak
hiqhert louelr of q [

Diuerrity in Board Gomporition ar an

dicator of rkrong corporake

wuithin the orqaniration.

qOMEFRAanSe prOCorror.

EFffe=tive zorporake qouernanserhould
aliqnintererer ofrharcholderr and
mAanagemenkinpurruit of long=kermvalue
zreakion. Akroaderboard zomparition,
Bekker reflezkingthe zomplezion of the
markotrin uhich the burinerr oporator,
rhould help reduce inappropriate decirion

making andrirk kaking.

IF cthnic minorikior are appropriately reflected

in q Eandrenior q t zohorkr

thantheyrhouldalrobe reprerented onthe
Enard. Thir applier to both executive and non-
execukive roler although the latker will, ko a
qreater deqroe, depond on the cncouraqement

of ethnic minority progresrion inother

Diverrity in BEoard comporition ir

aktho apex of diverriky acrorr the

organiration. Ethniz minority
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Corporate
Gorernance

Ethnic minarity
emplayess, managers,
zenior managers, Baard

(%]

Policies and
procedures

Implementation of Codes
of Ethics/Conduct

Costz of penaltics [incl
litigations] az 2 % of
FEREnl:

Total expenditure on
legal expensesffines for
Corruption and anti-
competitiveness§

1% Gar, Baric
Hatsrialr,
Indurtrialr,
Conrumsr Gumdr,
Haalth Cars,
Canramar 5a

Talscmmr, Ui

1% Gar, Baric
Hat alr,
Indurtrialr,

Talacamr, Ut
Fimancialr,
Tachumlngy

If cthni= minoritier arc appropriately reflecked

k<cohorkr

in q tandronior q
thanthey rhould alro be reprerented on bhe
Enard. Thir applicr ko both executive and non-
ereaukive roler although khe lakker will ko a
qreater deqree, dependonthe cnzouraqement
of cthniz minarity progresrioninather
orqanirationr. The deselopmeont of talent and ikr
ofFockive manaqement ir a crikical park of
human capital development and ikr contribution

toperformance. Boardr and kop q E

Diuerrity in Epard zomporition ir
akkhe apexof diverriey azrarr khe
oryaniration. Exhniz minoriey
reprerentation on the BEoard ir nok
only anindizator of qood kalenk
manaqement inkornally buk a

ik tthrouqh qouernance

reFlezking the guerall zomporition of the
uorkforze, and the marketr the burinerrreruer,
are an indicator of cFFestive balent

manaqement,

prozerrerkoberkerrefleskthe

zamporition of giderrozicky ak
highertlavelrof 3 1]

Diverrity in Eoard Compari
dizak

pfrkrong-=orporake

uithin the orqaniration.

AOUEF AN fPOSorr s,

on ar an

Effockive corporate qouernancerhould
alignintorertr ofrharcholderr and
manaqementinpurruit of long-term walue
creation. Abroader board compaorition,
Bokker reflezkingthe zompleziaon of the
marketrinuhizh the Burinerr gperater,
rhould help reduse inappropriate dezirion

making and rirk taking.

Ecfore inktroduckion US Sarkaner Oxley
laqirlation, a number of rkudicr rhoued high
zarrelakian betueen adoption of Code of
CondustdEthizr and burinerr gutperformanze.
Sinze Sarkancr Oxley, allUE and U lirke d
zampanicrrequired eohave =ade identifring
ralientfmaterialr rirkr and appropriakte
policyfprocerr. ESGrirkr arc ofken
encomparred inruch coder. Adoption of coder
arariqnof zonzernor ar a zharazkerirtiz of qood
manaqementirnolongerrelevantinthere
sirsumstanzer. Mare resentriudicr have

Fozured onimgl kakion oFFecki uring

aranqge of criteria. Manyrhoorkatirkically
qreater oukperformance porkively correlatod ko

the deqroc of eFFective implomentakion. What

The zorkr of non-zamglianze zover more than
the Finer impored. They zanleadenthe endof a
career or the end of a firm. Fiequlationr may
couer privacy and data prokection, Financial

conduck, health andrafeky mearurer.

The requlakary enviranment ir cuplavinginikr

zamglexzity and the riqour with uhizhirir

enforzed. Companicr that zanmanaqe there
%

requlatory requir krand onrurs P

EFfFzzkive implementation of
Coderiroftenazlore proxy fora
re-qirker of EZG irruer and
remediationfmanaqement procerrs
and procedure. While nok explizly
ESGfocurcd, they arc ofken
rrakeholderbaredar broadrzope
wvalugr driven polizy uhere ESG
irrugr are explizit and implizie,

High levelr of Finer andli
<ortr uouldindizate thatehe

3akion

company doer not comply
rufficiently uith requlakory

requiremenkr.

High levelr of Finer andli
sortr uouldindizate thatthe

3akion

pany doer nok comply

are ina porition ko proteckrharcholder valus and

limit dourride rirk.

rufficiently uith requlakory

requiremenkr.

Coder are qenerally policy and

prozedurs initiated ar endorred akche
hiqhert lewel githin zompanicr. They

are aftenintended ko zarcade
rerponrikility For appropriate

qouvernance and aliqgnment aith

adopted virionfualuer doun through
line manaqement of burinerr. Godeor

inzrearingly implemented alongride

orinparallel prozers korkrake gy
implementation,

Hon-zompliance conrkitukor

roqulatory rirk.

Hon-zompliance conrkituker

roqulatory rirk.

There irrerong and roburkrkatirkizal
<orrelation bokueen CGode
adoptionfimplementation and
oukperformance inarange of Financial
performanse mekriar - ¢.q. Frofic, EVA,
EFZ, TSR, Thirimplicr zoder are aproxy
For qood management and, ar aleading
indizator, have qood prediztive relevanze.
Dependingon crikeria For arrerring
ofFockive implementation, it alrorugqerkr
amethod of companicr identifying and
eFFezkively managing the mork
ralicntfmaterial EZG rirkr and

ppparkunikicr.

Mon-zompliance indicater poor

qouernance and rirk manaqement.

Mon-zompliance indicater poor

qouernance and rirk manaqement.
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Reqgulatory
Rizk

Regulatory
Rizk

Reqgulatory
Compliance

Regulatory
Comp

Coszt of fines/Penaltics
[incl litigation For privacy
breaches as a % of
reEn:

Costz of regulatory
compliance as X of
revenue

Calculated impact of
propased’patential
requlation [% of rewenue]

Product withdrawn
andiar brought ko market
as a resulk of regulatary
requirements [$m]

Publizhed payments ta
hast gavernments §

Tachumingr,

Techumlngry,

Haalth Cars,

Talscmmr, Ui

Fimancialr,

Techumlngry,

The requlatary enviranment ir cvaluinginier
zomplezity and the riqour bith uhizhitir

enforzed. Comp thak zan qcthere

Hiah lewelr of Finer and litigation
<ortr souldindizate thatthe

¥ requir krand enrure eli

ar

inaporition toproteskrharcholder value and
limit dourride rick.

Companier in hiqhly requlated markekr or thore
rubjecttoreputationaldcompetition trroor are
nou beginning ko arrerr the corkr of ackual or

pokontial requlatory pli . Thir may

include corkr of requlatory FulFilment,
diaki Iti Nl

[T
r . P ar P

including 'trade-offr'. Inrome carer thir ir being
Fackoredintointernal inuerkment carc analyrir.
Itir arclatively neu 'reience’ and rerulkr are
rarelyrharsd externally buk often appoar har
headline Fiqurerin publiz lobbying or indurkry

analyrir.

Thir abroader perrpeckive on D83, [k ir qencrally

Foruard lookingreenario analyrir bared on

1 yiroputationd potiki

mi-th:' Tud ki .r kil

rog analyrir. It

of Future requlati

pany doer not zomely
ruffiziently gith requlakary Hon-zomglianze zonrkicuker

roquiremenkr, re-qulatary rick.

Thir implier cither direct impa<k
through compliance with oxpl=it
EZGbared requlation orindircck

pa<tthrough pli uith

roqulation that har ESGralience.

Enoth could ke materialinrpe<ifiz

indurtricr that arc hiqhly

roequlated or uhere rick of market

Faiure ir greaker orindurkrier with

rpocific competitionfreputational Thir coverr both currentrick and

Lrruc. Foruard-looking rirk analyrir.

Thir implier cither direct rirk
through compliance with cxplizit
EZGbared requlation or indircck
rirk through compliance uith
requlation that har ESGralience.

Eoth could ke materialinrpecifiz

Hon-zomglianze indizater poor
qouernanze and rirck management.

Fioqulatary pli i

<corkrkruckure and operakting oxponrer.

corkr uillimp

Dirlocation may impack on trading and
revenue. Skruckral corkr arc adrainon
CAFEH and the rirkfreputational irruer and
[potential) cxporurer may rerultinrirk re-
rating and chanqer in cork of capital and
FAFROC. Forzed divertmenkor
rorkruckuring uill almork cerkainly
neqatively impact onmarketronkiment

and TZF.

Roqulatary compli

<corkrkructure and operakting exXponrer.

corkr uillimpackon

Dirlo<ation may impack on trading and
revenue. Skructral corkr arc adrainon
CAFEH and the rirkfreputational irruer and

[potential) cxporurer may rerultinrirk re-

indurtricr that arc hiqhly Thir zoverr primarily Foruard

dor uhere market Failure

'
indurtry or markek rorkruckuring, company
divertmentr orreqmenkation, and other

remedial requiremeonkr.

Fequlataryd peotitiondraputatianal
remediation zorkr of developingtdeliveringneu
produzkrfrervizer gukride the normal burinerr
zare paramekerr or sorkr and @ arningr Foreqone
through withdraving offending produztr from
market.

Extra=zkive indurkry Fazor mandakory reporking
of paymentr ko hork qovernmentr [SEC ruler
1502 = 150d amangrt otherr). Conrirkent and
rizcakle zontributionr ko the lozal s zonamy
errure lizenze tooperate. Important Fazkarin

e e R L e o Bt L e s

roqulak rirk analyrir although it may uellbe

rirk ir qreater or indurkricr uith baredon current oxporicnse and

rpozific potitionfroputaki requlatary pokitonfreputati

rating and chanqer in cork of capital and

FRAFROC. Forzed divertmenktor
rorkruckuring uill almork cerkainly

Kivel ton markekrentimenk

Lrrucr. cnuirannmonk.
LRLE IMEILGE SISREF AIFES5 FE

through zomplianze with explizit
EZGbared requlationarindire =t
rirk through zomglianze aith

requlation that har EEGralicnze.  Thir zoverrprimarily Faruard-looking
Enth zould ke makerialinrpezifiz  rick analyrir although it mar oell ke
indurericr thar are highls Baredon zurrenk experiense and
requlatedarubere markekFailure requlatoryfzompetitondreputation

rirk ir qreater orindurericr uith eRuvirannmenk.

Trarrpareney, qreaker Trarrparenzy and zonkributionr ko

! i
and TZF.
LTE | ¥ F SEr Ul E 13

sarkrkruskure and operaking e Hpenrer.
Dirlo=ation mayimpaztantrading and
revenue, Strustral sorkr arc adrainon
CAFER and the rirkfreputational irruer and
[pokenkiall exporurer may rerultinrickre-
rating and chanqerin zork of zapital and
FAROC, Farsed divertmentar

rerkruzkuring will almors zereainly

Canleadrnlerrrick of loring lizenze ko

o e O S N T S AN E A N L S
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% rewenue rekained in hast
region

Dil & Gar, Baric
Hatas Lr.

Telacamr, Utilitior,

il & Gar, Baric
Hatarialr,

Telacmmr, Utiliktisor,

The deqres ko uhich the burinerr ir genuinely

lozated andinkeqratedinthe lozal zommunity.

The deqres kauhizh qeneratedinzome ir

The deqrestauhbizh revenus,

rekained in the hort counkry and nok kranrferred - rpending and inucorkrnent ir made

puerkly or zowerkly - toparent market. Ev

exkenrion, the level of lozalrupplicr purzharing

inhork counkry.

The deqree touhizh the burinerr ir e nuine |y

inlozal marketr reflectr
zammitmenkt ko thare marketr
and local communiticr
kaxation Far multinational
snkerprirerir avolunkary

Eliqation. Under leqitimake kax

reqimer, parment may be
pbligatorronlyinparenkrkake.

located and inkeqratedin the local iky.

The deqrec touhizh generated profik i rekained

inhork zounkry and kaxer onproficpaidin

accordance with local requlation.

Altornatively, inkernal operational
FrO=errer =4an kranrfer profikr ko
parentorather more derirakle vax

roqimer. Fayment of kaxin hork

Although remotely ouned, uell
inteqrated burinerrer are likely eo ke
ercaked mare like indiqenour burinerr
and bencfit From qreater licenrs ko
pperake. Inlozal markekr, erpecially
uhere there irrignifizank emplormenk

oroperational Fookprink.

Burinerrerrecn ko comply uith lozal
kaxreqimer and conkribuke tnlozal
ezanamicr uill beneFik From qreater

liconce tooporake.

Effective manaqement of licence ko
operake prevenkr operakional and
reruzkural zorkr of prevenkingor

Ii ' 1 lati
P uith unu requlakionor

pther EZG akliqationr. Ik reduzer rick of
riqnifizankor cuenkerminal burinerr
dirruption. EFFoctive manaqement ir likely
ko aliqnuith alouer rirk rating, =onrequenk
louer zorkr of zapital and ulkimate |y

ruperiorrharcholdor rokurnr.

euade lozalvaxakion by legikimate meanr
hauve zame underreruitingy inresenk yearr.
The ure of rophirkizated corporate
reruzkurer and Finanzial arranqementr
hawe been vieued ar aplakForm For kazx
avoidanze, cuen uhere logal and
leqitimate. The prazkize har opened
zompaniertoreputational and aider

licenre ko operakte rick with the threat of

Many panicr adapt ity enqaq .
rerakeqier, parkizularly operaking inowerrearor
renritive environmentr, or uhero they arc a

riqnifizant geoqraphiz, czonomizor employer Lizenzetooperake ir khe qooduill of

Governa
nce &

Hi Sk paolitizal and community opinion Formerr and the

prerense. Community engaqement ir bkey lozal and national zommunikicr, key

rtakeholder oukreach uith lozal qouernmental, rkakeholderr and opinion Formerr, and | EFFective manaqement of licence to

ZOMMmUnity chgaqemenk ir a critizal Operakte prevenkr operational and

lozal zommunity ierelF, Ik mayinzlude | kof maintainingfpr king reruzkural zorkr of prevenkingor

Manage

inuerkmentinlozal commounikty infrartruckure thir. More actively, ity pli uith unuel requlakionor

ment
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il & Gar, Baric
Hatarialr,

Telacumr, Uti

Dil & Gar, Baric
Hatsrialr,

Talacamr, Uki

Euk ar an ¢xpeckation or okligation, nok For
philanthropizar zommerzial

markekingfrponrorrhip purporor, ar park of

Community engagement ar anESG

pkligationinitr ounright buk alrn

engaqementir alro deriqned to

prevenkarinfluenze pokential

mainkaining licen<e kEooperake. Arcngaq
irthe intended gutzome, thir mekrizir a

porforman<ce outcome inikr ounright.

Employment of lncal people contributer ko the

lozal e zonamy and thereFare <an arrure the

lizenze topperate. Lang=kerm, rurkainakle jobr

are ariqnof a company'r commiktment ko khe

operakion.

urer ES0G ar a kackical el tof

ity ecngaq kErkrakcqr
tomainkainand defendli ko
opcrake.

High of lozal emplormenk
indicater cnqaqemeont ko khe

“ommunikty

requlakory orrocial obliqationr that
may impa<tonthe gperational,
reputational and Finanzial

porforman<ce of the burinerr.

other EZGakliqationr. lkreducer rick of
riqnifizantor eventerminal burinerr
dirruption. EFFoctive manaqement ir likely
ko aliqrnuith alouer rirk raking, conrequent
louer zorkr of zapital and ulkimake |y

ruperiorrharcholdor rokurnr.

High ¥ of lozal employment ir likely ko | High ¥ of local employment minimerer the

arrure the licen<e tooperate.

rirk of lorr of licenze ko operate.
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il & Gar, Baric
Hatsrialr,

Talscmmr, Utilitier,

The levelof tranrparenzy that a zompany haran
the number and nakure of requertr and the
proporkion zomplicdwith irimportant ko cnrure
zonfidenze and auoidrurprirer.

HEFMAarny gor o X<iurively pRilanthropis

programme of 4 ki tolozal ity and
nokt-For-profit caurer. [k may alro be parkof a

commercial marketingfrponrorrhiprirato gy,
|

Trarrparenzyanthere requerkr
and the pany'r eli

- pany that plicropenly with

uiththem may help torekain
ZOmMmUniEY 633 menk,
LOmMMmUnIcy IRVt Mmont ar
philanthropiz or quari-commerzial

community rponrorrhip ir aoidely

qouernment requertr of thir nature
mayrafequarditrlizenze tooperate.
OMmMUNILY IRVErCMeht U an
important eloment of ofFockive

communikty engaqement and

practired ol k of ity

carning qooduill, poritive PR and roputati
benefitr. Houeuer, the commercial payback i

unlikely ko b therole or cuenrignificant park of

3434 krkrateqy. |kalro
ropreronkr FulFilment of

rtakeholder expectationr or

inkainingrfpr ting burinerr
licenze booperate. It may alrohelp
ik Eakiaael

Eigqak 1 I}
q req ¥Irep

prerrurcr uhich mightimpackonthe

Trarrparen=y uithregard o qouernment
re-querkr Forinkernck Filkering, =errarrhip
andfarprovirion of urer dakairthe bere
way gf minimiring the rick of larr of lizenze
tooperake.
CrrecStiVve MmandqementcOr lIScnSe 0
pporakts prevenkr operational and
rkructural corkr of preventing or

pli uith unuel requlation or
other E5Gobliqationr. Ik roduceor rirk of

riqnificant or euen kerminal burinerr

dirruption. EFfective manaqement ir likely

Thir mekric identifier paymenkr ko paolitical

parkicr, aqenkr or Srd parkicr ruzh ar politizal

azkion itk and expenditure onpolitizal
lokkving. Whilrt perfeztly leqalinmany

=ountrier, high lewelr of expenditure onthere
kivikier may indizake the inkention ko

influanze politizal and requlatory aqendar. Thir
prazkize irgidelyreen arunethizal andinrome

Faolitical paymentr and lobbying
chakerarrgrerr leqal boundaricr or
are perseived ko unFairly
influanzefmikigake
requlatoryfrozial obliqationr may
ke azompetitive orouen
zorrupkion irrue. They may aim ko
reduze or avoid [pokenkiall

Izqal, corrupk or anki- pokiki
politizal paymentr and lokbying
expenditure are a
requlatarydreputational and cthizal
irrug whizhimpaskr negatively an
lizenze tonperake. Legal ar gkheruire
leqitimarte paymentr and lokbkring
mayalra be porzcived neqativels by

The id or climination of

illzgikimake poli

zal paymentr and
illzgikimake lokbying azkivity or khe
id of negakive renki kkouardr

ptheruire leqitimate polikizal paymener
andlakkyingir oFFe zkive management af
lizenze topperate. It preventr operational
andrkruztural zorkr of preventingor

Talscmmr
kriseivnublasiead riakrl laksdnr it Lak, nrkrne bho buri orltberybli-aedi tnoek IH FPH I TP | lakine nr
Corruption and anki-zompekitivenerr are
behaviaralirrucr atbathindividual and
zarparake levelr. Eveninregimer uhere
Thir mekriz mearurer the zommitmenk ko crrure Fi anition of and ikl kko there aztivikier are endemiz, individual and

il & Gar, Baric
Hatas Lr,
Indwurtrialr,
Talacamr,

Financialr

thakemployeor are auare of the requlatary
requiremenkr 2aR2ErRing ank=zarruption and
avaidanze of zanfliztr of interert. Hon-
zamplianze gith there requirementr reprerentr
auvery highrirk Far Firmer, erpezially inthe
finanzialreztar.

Indi=aror of azkive progqrammer ko
zhallenqe and addrerr zorruption

and anki-zompekitivenarr,

addrerrinappropriake azkiviticr and
Echaviaurr. While there may ke
prevalentin the hork zounkry, thir
sammitmentirinkendedtoreduse
exparure rick and enqenderruppare
From lo=al zommunity and requlatorr

zarparake kranrgrerrion sanke a

ri zankrepukaktional and qouernanze

rirk. Atthe zorporake level, they zan alro
indizake widerrirk operational and
qOuErhanse rruer bringingryrtemizrirk ko
lozal marketr.

Corruption and anki-compeokitiveners are

behavigral irrucr ak bothindividual and




Validating Delphi’'s data

downside risk

total market risk

Dependent variable: (semideviation of return) (variance of return)
, , Standard Standard
independent variables . .

Coefficient Coefficient
# OF NEDS ON BOARD 1.95E-06  0.09 0.0003379 0.46
HEALTH_SAFETY_POLICY -0.0003694  -3.31*** -0.0041975 -1.12
CDP_REGULATORY_RISK_EXP -0.0001345  -1.02 -0.0005422 -0.12
RESS_ENVIRON_SUPPLY MGT -0.0000684  -0.72 -0.0037088 -1.16
OPER_CDP_PHYSICAL_RISK_EXP 0.0000484  0.43 0.0007631 0.2
F F( 5, 848)= 3.83** F( 5, 848)= 0.88
Adjusted R? 0.0221 -0.0007



OLS regression per sector

between downside risk and ESG metrics

Dependent variable:

o Oil & Gas Basic materials Consumer Services Utilities
downside risk
. Standard Standard Standard Standard
Variable L L L. t .. t
Coefficient Coefficient Coefficient Coefficient

# OF NEDS ON BOARD

0 0 0 0
HEALTH_SAFETY_POLICY

0 -0.0015959 -2.15** -0.0005344 -2.8*** 0
CDP_REGULATORY_RISK
_EXP -0.0006722 -2.19** 0 0 0
ENVIRON_SUPPLY_MGT

0 -0.0010484 -1.77* 0 0.0000481 1.37*
CDP_PHYSICAL_RISK_EXP

0 0 0 0
LOST _TIME_INCIDENT_R
ATE 0 0 0 0
F F( 1, 56)= 4.79** F( 2, 144)= 6.44%** F( 1, 279)= 7.83*** F( 1, 55)= 1.89*
Adjusted R? 0.0624 0.0693 0.0238 0.0156
chi? 0.15 68.79 80.74 11.03



ox iy Questions




