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Abstract Summary
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ESG Investing: Engaging, not merely Reporting ...

Manage an ESG profile: Show that project sponsors, project teams and operations staff are
responsible enablers; apply requirements of GRI, IFRS/SASB, GHG Protocol, TFCD, CSRD...

Sustainability & Sustainable Development: Align business actions with the public and

environmental interests.
— Include societal and environmental requirements in the innovation process.
— Build long-term value and resilience.
— Make more money, by doing good for the world.
Competence: Assess technical, operational, financial feasibility; apply good practices.

— Define and manage the trade-offs in financial, social and environmental decisions,

including the effects of weather and climate.
— Get things done; show good outcomes through Financial and ESG reporting.
Leadership and Culture: Take initiative and apply good judgement; deliver better value.

— Show your colleagues, senior leaders, suppliers, customers, taxpayers and

communities, why Sustainability is important and how to achieve it together.



Current practices in planning, budgeting &

financial control
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Current practices in planning, budgeting & financial control
Generally focused on delivering projects & operations to achieve tangible results

Business goals
* Vision

* Mission

* Values

\. Strategies

~

)

/Business drivers
* Legal, regulatory

* Supply, demand

* Maintenance, operations

{ New markets, technologie5/

~

—>

~

Business plans

* Strategic alignment
* Feasibility

* Scoping, sizing, timing

\° Expected benefits /

v

Resource
estimates

\4

Preliminary
Budget & Forecast

Investing, operating,
financing cash analysis

Cash flow
goals
met?

* Re-assess, OR
* Stop the project

Economic, risk,
opportunity analysis

Emerging practices ...

* Impact Investing: Environmental & community benefits, biodiversity
* Socially Responsible Investing: Personal values, human rights

* Example - Equator Principles: 140 financial institutions in 40 countries;
Project Finance > US $10M, related corporate loans > US $50M. B34

\. Sustainability Reporting Requirements: This presentation J

-

Deliver projects

~

* Approve budget

* Approve spending

e Perform activities

-

)

/Results \

* Products

—> ¢ Services

* Processes

k Assets j




Emerging role of Sustainable Business

N\



What do Sustainable Businesses do?
The follow-up question: how might we obtain ‘line of sight’ for good Management at ALL levels?

“Industrial development must subscribe to

the three principles of economic efficiency,

social equity, environmental accountability ...

Sustainable businesses create economic
value, healthy ecosystems, and strong

communities.” [26]

“Sustainable businesses align their private

actions with the public interest ...

Deliver net-positive benefits, now & later.” [27]

Economic
efficiency

accountability

~

* Effective institutional systems

Essential requirements: (28]

* Responsible law and order

* Education and knowledge

K. Ethical decision making /




Role of Leaders in capital-intensive organizations

ISO Technical Committee 251, 2018: “Assets are fundamental to your organization. Managing them in a controlled way
optimizes cost and risk, allows timely and fact-based decisions, and delivers value in meeting your objectives.” [2°]

Overall SDG
Priority

asset N N N N

Management Organizational Alignment Lifecycle
Pri niipl es context Leadership with objectives analysis
7 S S SN
— ¢ d $ $ $
SDG Priority Sustainable consumption Managing Action on Support present
& production natural resources climate change and future needs
S SN SN SN

v

Leadership is needed at all levels: help Sustainability & Sustainable Development be part of
company culture; create resilient assets; grow the business.

Good asset management can help drive progress towards all 17 UN SDGs. [30]
Leader’s opportunity: evaluate & align asset requirements with ESG priorities.




How might we make successful Financial
decisions through the Sustainability and

Sustainable Development lenses?
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Business Case for Sustainability: Value Definition includes ESG investing

How do we translate social, environmental & climate change mitigation goals into Positive Cash Flow? [31]

Link resources used
& created, to
environmental &
social outcomes

Cash flow
goals
met?

Before approving any
spending ...conduct a

. . Values met?
Sustainability review

Current practices * Activity-based review ¢ ESG

e Budget approved  Sustainable Business
* Commitments made

l Review again through the SDG lens

1Puvnm 3 lowa EocAnon 5
e I

DECENT WORK AND 9 R!DUCED
ECONOMIC GROWTH IN[OUMI‘II[S

N

Cash flow
goals still
met?

Re-scope the project
or find another one

4 ' =)
3 — UE. I 1] e _
;“; @ * Commit resources
i  Deliver results
* Emotional commitment to ethical social solutions ‘ )[ Financial & ESG ]
 Technology alternatives to enable environmental Investing

benefits and mitigate climate change
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Activity-based methods:

Applying traditional Financial Analysis tools to

Sustainability assessments
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Activity-based example: managing Greenhouse Gas Emissions 2

Purchased Emissions
* Purchased energy (scope 2)

Indirect Emissions: ‘upstream’
* Supply Chain GHGs (scope 3)

/Activities, for \

example:
e Construction

—> * Mining — 1>

* Manufacturing
» Agri/aqua culture

&Service delivery /

Y

Direct Emissions
* GHGs released by all Activities
(scope 1)

/Results of Activities\

* Products

* Services

* Processes

* Food

* Built structures
* Financial assets

Klntangible assets j

&

Indirect Emissions: ‘downstream’

* Product distribution & use
GHGs (scope 3)

13



Activity-based methods also apply to Sustainability assessments 2

~

Direct Resources
* People
* Property, plant, equipment

\’ Materials, supplies, spares )

/Allocated Indirect Resources
* Management & admin
* Existing PP&E consumption

N Debt & equity costs

~

J

!

Activities J

\ J
Y

e Pollutants & waste products
* Land, air, energy, water use
* Plant & animal life changes

6rect outcomes \

&Financial & economic J

Indirect ‘upstream’ outcomes
* From all purchased resources

Results

Indirect ‘downstream’ outcomes
* Product distribution, services

Financial benefit

Revenues and grants

Minus direct & allocated costs

Social benefit

Stakeholder experiences

Perceptions

Environmental &
climate benefit

* Renewal, remediation, reuse
* Minus consumption & negative
impacts

14



Financial and Sustainability reporting:

Summary of contemporary & emerging practices
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Financial reporting requirements
Apply common accounting standards; disclose business risks; price climate risks

IFRS Foundation Standards applied by
. . Financial Reporting &
International Accounting Assurance Standards
Standards Board (12! Canada (12!
f b S d by USS iti
. . . ponsored by ecurities
US Financial Accounting & Exchange Commission
Standards Board [
N J
: ) Directors are appointed by
UK Financial Reporting UK Secretary of State for
) Business & Trade [°]
Council P!
N J

Created by G20 Central
Taskforce on Climate-related Bank Governors & Finance

Financial Disclosures [ Ministers in 2015 [1¢]

» Canada/US: Risk disclosure reporting begins 2024; directives in
2022 from Canada Federal Budget, US SEC [6/7]

* UK: Disclosure reporting began 2021 (‘premium’ LSE listings),
2022 (‘standard’); rules issued by Financial Conduct Authority (&

'\

-

_

Financial reporting

Statutory Requirements
e Accounting cash flows

* Risk analysis and disclosures

TCFD Recommendations

* |IFRS Foundation Sustainability
Standards 2023 include the same
core elements

* Focus on risks to business model
and financial considerations

16



Sustainability reporting p 1 of 2: risks/opportunities to cash flows

Themes: materiality, governance, strategy, risk management, metrics & targets

Greenhouse Gas Protocol:
GHG emissions (1%

Standards & Tools to measure and

manage emissions
* Scope 1: company facilities
* Scope 2: energy purchases

* Scope 3: entire supply chain,
product distribution & use

IFRS Foundation
International Sustainability
Standards Board [13!

New standards, June 26 2023 [12]

e S1:Sustainability-related
Financial Information

e S2: Climate-related Disclosures

<

Convened in 1998 by
« World Resources Institute 19!

* World Business Council for
Sustainable Development [20]

IFRS Foundation since 2022,
now includes the Value
Reporting Foundation:

* Sustainability Accounting
Standards Board: (141 77
industry sector standards

* VRF integrated thinking: (18]
Sustainability & Sustainable
Development

* VRF integrated reporting: [17]
productive allocation of Six
Capitals

™

Environmental

Regulatory compliance
Risk mitigation & avoidance
Opportunity realization

Social

Implied: e.g. the standards
may be applied by cities &
countries

Governance

* Values & policies
* Monitoring & control

17



Sustainability reporting p. 2 of 2: UK/EU

UK Sustainability Disclosure
Standards!1°]

New standards 2024

* To be based on IFRS Sustainability
Disclosure Standards

UK Corporate Governance
Code P!

Required policies & practices 2018

* Applies to London Stock Exchange
equity listings

EU Corporate Sustainability
Reporting Directive [11]

EU Reporting 2025

* For companies with > 500 employees,

> € 40 M annual revenues

To be published by UK dept.
for Business & Trade

Sponsored by UK Financial
Reporting Council

Legal directive by European
Union Parliament

™

Environmental

Regulatory compliance

Risk mitigation & avoidance

Opportunity realization

Social

Implied

Governance

* Values & policies
* Monitoring & control

18



Integrating Sustainability investing with the UN perspective

United Nations Sustainable Global Reporting
UN Global Compact (22!

Development Goals [21] Initiative 24
17 SDGs, 169 targets, Voluntary CEO commitment, « 32 topic standards
>3,700 data charts 2 > 23,000 participants * 3 sector standards (others in progress)
* Business indicators matched to SDGs
'\
UN Intergovernmental Panel \ \% J
on Climate Change [*°]
6t Assessment Report for policy makers )
and reporting companies: 2023 S~ Company ESG Investing

* Additional focus on Social issues and
Sustainability reporting Environmental Ethics
themes and regulations

As illustrated in previous slides

19



Business Case for Sustainability Investing:

Roadmap for Success
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Business Case for Sustainability Investing: Roadmap for Success

Find the
Signal in the Noise

~

2

Define the Ethics

v

Discover the
Opportunities

J

l

Define the
Business Case

l

Sell the
Business Case

Disruption, red tape, shortages, regulations, taxes, conflicting

priorities, limited resources ... opportunities for positive change?

Diversify focus from ‘financial bottom line’ thinking

Consider the broader public & environmental interests

Possible outcomes & results of company activities
Technology and process solutions & alternatives

Personal accountabilities and capabilities

Strategic, feasibility and financial analysis
Apply Sustainability Standards and regulatory directives
Link to UN SDGs / GRI Reporting

Operational optimization: a place to begin - keep it simple
Organizational evolution: grow the business

Institutional transformation: do good & make money with others

21
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