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This material has been prepared for general informational and educational purposes only and is not
intended, and should not be relied upon, as accounting, tax, legal or other professional advice.
Please refer to your advisors for specific advice.

Neither the EY organization nor any of its member firms thereof shall bear any responsibility
whatsoever for the content, accuracy, or security of any third-party websites that are either linked
(by way of hyperlink or otherwise) or referred to in this presentation.

The views of third parties set out in this presentation are not necessarily the views of the global EY

organization or its member firms. Moreover, they should be seen in the context of the time they were
made.
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Agenda for today

01. Why?

Why is integrating
Environmental, Social and
Governance (ESG)
principles into strategies

-y important?

" 03.How?

How to align with
stakeholder expectations
while driving sustainable
business growth

02. Who?

Who are the key
stakeholders with a high
level of interests and
influence?

- 04. What?

What is the future of ESG
risk management?
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ESG is capturing the undivided attention of the global
community, prompting action on a global scale

ESG litigation surges Updated sustainability

Growth of green e.g., Large clothing company faces several legal suits for standards and guidelines
. "Greenwashing” whereby they are accused of misleading to meet the rising ESG interests and demands of
finance claims about its “Conscious Choice"” collection of clothing stakeholders. e.g., The Global Reporting Initiative

(GRI) updates since 2020, International
Sustainability Standards Board (ISSB) issued its
inaugural standards International Financial
Reporting Standards (IFRS) S1 and S2 in June
2023, Carbon Disclosure Project making 2023
reporting changes

The green bond market hit
the USS2 trillion milestone at
the end of Q3 2022, reaching
USS$3.5 trillion in total
issuance considering also
social, sustainability,
sustainable-linked and
transition labelled bonds

Legal rulings
setting new precedents

e.g., The Dutch Court judgement handed to a large
A oil & gas (O&G) company, ordered the company to
' ﬂk"‘ d cut its overall emissions by 45% by 2030 after it
lost a lawsuit challenging its climate inaction

Managing human rights risks

e.g., European Union (EU)'s due diligence
directive passed in Parliament in June 2023,
reqguires companies to implement due diligence
processes to address human rights issues in

their operations and supply chains : n /0' t Increasinq
Malaysia's National Action Plan aims to &, Workforce dynamics focus on shareholder resolutions
eliminate forced labour in Malaysia by 2030. In diversity, eCIUI'ty and inclusion regarding environment and

response to trade bans, Malaysian companies in
the rubber glove and palm oil industries have
committed to repay over US$115.4 million

climate change (e.q., a large O&G company
was urged to publish medium and long-term
targets to reduce greenhouse gas (GHG)

e.g., Malaysia's stock exchange Board Diversity Policy Statement
and Main Market Listing Requirements Paragraph 15.08A highlight
having a mix of skills, independence and diversity (including

recruitment fees to around 82,000 migrant : : ) i o
9 gender diversity) to meet the needs of the listed issuer emissions)
workers
et
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ESG megatrends are shaping the rules in future working
worlds and will impact all sectors and industries

Global order
Powering human augmentation

Societies and economies
Sustainable social contracts

Decarbonisation

Firms and markets
From neutral to net positive

Technology
Powering human

augmentation Globalisation

Beyond globalisation

Households and
individuals
Priorities reconsidered

Demographics
Gen Z rising

Environment
Exponential climate impacts

Year 2024 - Current Next - 5-10 years Beyond - Beyond 10 years

: EY | Megatrends 2020 and b d
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In Malaysia, ESG is gaining accelerated traction
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Environment

Creating sustained
value for a greener
planet

Social
Committing to
eqguitable outcomes

i

Governance
Demonstrating
responsible conduct

2023 (é>

Malaysia has commenced preliminary work
in investigating the potential for carbon
tax, policy and domestic emission trading

31%

Total installed capacity of

Source: 12t Malaysia Plan Initiatives

renewable energy generation is
targeted to be achieved by 2025

=N
78% D:
0O
of consumers make purchase
decisions based on the social or
environmental impact of their

purchase

Source: Alliance Bank ESG Insights from Malaysian SMEs
2022

scheme (ETS)

Source: World Bank State and Trends of Carbon Pricing 2023
84%
of ESG adopters’ top area of interest in
ESG is the social pillar

Source: Alliance Bank ESG Insights from Malaysian SMEs 2022

Top 4

Topics of interest in the social pillar
include employee management, health &
safety, labour standards and community

development

Source: Alliance Bank ESG Insights from Malaysian SMEs 2022

O@i 56% %{%

out of the total ASEAN
Sustainable & Responsible
Investing (SRI) sukuk
issuance is by Malaysia

Source: EY Analysis 2022

80% .= | | 58%

of ESG adopters recognize the
value of ESG adoption and plan
to continue pursuing it

Source: Alliance Bank ESG Insights from Malaysian SMEs

2022 Source: Alliance Bank ESG Insights from Malaysian SMEs 2022

=

of non-adopters express interest in
incorporating ESG practices for
business benefits

83%

|~

of the Asia Pacific SMEs surveyed consider
ESG as high priority for their business

Source: Alliance Bank ESG Insights from Malaysian SMEs 2022
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Reqgulators have raised the bar for companies across
all industries to adopt better sustainability practices

» Task Force on Climate-
related Financial
Disclosures (TCFD)
Recommendations
published

(C* 1 Securities Commission (SC)

= issued the new Malaysian
Code on Corporate
Governance (MCCG 2017)

2016 2017

(* : Malaysia signed the
— Paris Agreement

» Global Reporting

(C* : BNM issued the VBI
= Financing and

Investment Impact

Assessment

Framework (VBIAF)
A

» Revised GRI Universal Standards
published

» Launch of the first GRI Sector Standard
(Oil and Gas)

» Revised Integrated Reporting (IR)
Framework published

(C* : BNM finalised the Climate Change and
== Principle-based Taxonomy (CCPT) and
issued the Climate Risk Management and

(* : Bursa Malaysia issues

= lllustrative
Sustainability
Reporting Guide and
explainer videos

2018

» Sustainability
Accounting Standards
Board (“SASB”)
Standards launched

Draft

2019

!

World Economic Forum (WEF)
released a white paper on Measuring
Stakeholder Capitalism Towards
Common Metrics and Consistent
Reporting of Sustainable Value
Creation”

v

Initiative (GRI)
Sustainability C* & Bank Negara » United Nations Environment
Reporting Standards = Malaysia (BNM) Programme Finance Initiative (UNEP
launched launched the Value- FI) and the Institute of International
Cx: 4 Based Intermediation Finance (lIF) developed a TCFD
= Malaysia launched (VBI) strategy paper Playbook
= the national and guidance :
Sustainability documents » TCFD released guidance documents

Development Goals
(SDG) Roadmap
Phase | (2016-2020)
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on Scenario Analysis and Risk
Management and Disclosure

(* : BNM issued three VBIAF Sectoral
= Guides (1%t cohort)

Scenario Analysis (CRMSA) Exposure

B2 20n

(* . Bursa Malaysia amended the Main
> Market Listing Requirements
(MMLR) and ACE Market Listing
requirements and Sustainability
Reporting Guide and Toolkits (3"
Edition)

: Bursa Malaysia and Joint
Committee on Climate Change
(JC3) released the TCFD
Application Guide for Malaysian
financial institutions

i BNM issued three VBIAF Sectoral
Guides (2" cohort)

t BNM published a policy document
on CRMSA

0

o6
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(* : The Advisory Committee

== on Sustainability
Reporting (ACSR)
releases public
Consultation Paper to
seek feedback on the
International Financial
Reporting Standards
(IFRS) S1 and S2
adoption
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To thrive in this new era, companies should embrace
ESG strategic management as a business imperative

Corporate purpose

Governance .
structure ESG strategic manage
Policies,
A 5 strategies,
lllustrative drivers:- e >

Sustainability aspirations / goals (i.e., net ESG risk

Exponential climate impa Initiatives Vision and .Risk - zero targets) identification
- —=-=-=->> objectives opportunities l
! ! . L ) Stakeholder Materiality Material
Strat
Accelerating technological dis ‘ Ls;gi,cgﬂu;atlon Strategie  gopers engagement b assessment attere
. ) barriers - = ==—==> Market outlook Sector ESG risk
Heightened investor expect and competitive  Prioritisation measurement

Incentives advantage
mechanisms >

Management approach (i.e., policies and
processes)

Key

stakeholders Sustainability initiatives/activities ESG risk

management
and mitigation
Metrics and KPIs
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Stakeholders play an important role in relation to an
organisation’s sustainability performance

“ A stakeholder is defined as an individual or Stakeholder engagement serves as a valuable tool to :
group that has an interest that is affected 1. Identify the organisation’s relevant stakeholders
or could be affected by an organisation’s 2. Understand their needs and expectations in relation
activities. to the organisation’s sustainability performance
- GRI Universal Standard 2021 , ,

r > Stakeholder engagement process > ~N
1 strategy and planning 2 stakeholder analysis 3 stakeholder communication and 4 Evaluate, monitor and respond

engagement
» ldentify stakeholders » Create stakeholder profiles » Determine the desired engagement » Obtain feedback from the
» |dentify engagement » Rate and prioritise outcome stakeholders on the
objectives stakeholders based on » Develop the engagement approach / engagement process
their level of influence and strategy » Measure the effectiveness of
impact » Analyse the engagement outcomes the engagement through
» Determine the level of » Implement the responses / actions performance metrics
engagement and towards stakeholder’s interests and » Make continuous improvement
associated risks concerns
.
< < /)
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ldentifying stakeholders is the first step to knowing a
company's ESG ecosystem

Suppliers,
vendors

Page 12

Government
policymakers,
regulators

. Customers

e Employees/// \/jj:fi\\\CommunitieS

Business
Partners

Media

ESG Strategic Management: Balancing Stakeholder Expectation and Business Strategy

Shareholders,}g
investors

Non-governmental
organizations, unions
and associations

v Knowing the
ecosystem and how
the company is
viewed should be
part of the board's
oversight of
strategic decision-
making and
communications.

v’ ldentification of key
stakeholders are
usually conducted as
part of a materiality
assessment and the
list is not
exhaustive.



Prioritising stakeholders' interests ensures the company
makes the most meaningful impact

Stakeholder has high
dependence on and
interests in the business

Stakeholder has moderate
dependence on and

interests in the business

Stakeholder has low
dependence on and is
neutral on the business
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INFORM/ENGAGE

- KEEP INFORMED

Level of Influence

Stakeholder has Stakeholder has
limited influence on moderate influence on

Stakeholder has
significant influence

the business and its the business and its on the business and its
sustainability sustainability matters. His sustainability matters
matters or her view is key g
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Applying cost-benefit analysis help companies to balance

stakeholder expectations with the business strategy

Stakeholder

Shareholders

Employees

Customers

Suppliers

Communities

Page 15

Expectations

High return on investment
Transparent ESG
governance structures
Alignment to requlatory
frameworks

Workforce diversity
Job mobility
Health and safety

Affordable goods

High quality products
Meaningful business
purpose

Sustainable products,
practices and sourcing
across the value chain
Innovative
products/solutions

Ethical business practices
Human rights
Competitive pricing

Job creation and stability
Protection of natural
capital and resources

—
l Cost |

Increased capital

and operating
expenditures

[llustrative

Minimise
wastage

Greater income
in the long term

Improved

efficiency

Benefit

_—

ESG Strategic Management: Balancing Stakeholder Expectation and Business Strategy
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Integrated
ESG strategy
that drives
stakeholder
engagement
and value



Setting the tone to manage ESG risks effectively (1/2)

ESG risks can manifest in multiple ways across the operating model and value chain. The table below illustrates where these risks are prevalent at a high-level overview and the challenges the
wider industry is experiencing in trying to manage ESG risks.

Risk areas of focus

Industry
challenges

Page 16
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» Clarity of sustainability strategy and
targets set

» Use of ESG terminology and
positioning of concepts

» Consideration of sustainability risk
within the wider taxonomy

» Firm-wide ESG risk policies and
HEMERES

» Sound corporate governance

structures, resources and
frameworks

» Board responsibility and expertise for
appropriate oversight of ESG risks

» Escalation pathways and thresholds
for ESG risk issues (global warming
and climate)

» Credible key performance indicators
(KPIs) to measure contributions

» Defined sustainable investing
methodology, objectives and
investment framework

» Understanding of the ESG risk
appetite and relevant risk and
controls assessments

» Mechanisms and trigger points to
monitor and review ESG risks,

enabling the reporting of quantitative

and qualitative management
information

» Entity-level disclosures containing
ESG definitions, strategy and
commitments

» Product names that reflect
underlying characteristics

» Qualified sustainability-specific terms

Defined process and governance for
use of terminology

Most asset managers have set
sustainability commitments and targets
however, progress is often not
evidenced.

Ownership and governance of ESG risks
are fragmented, with differing
approaches to embedding them across
the firm.

ESG risk management is often nascent,
tactical and informal, with 50% of
respondents having not yet integrated
the risk across their business policies.

High reliance on manual controls and a
lack of formal sign-off processes are
exposing firms to greenwashing risks
within public disclosures.

ESG Strategic Management: Balancing Stakeholder Expectation and Business Strategy
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Setting the tone to manage ESG risks effectively (2/2)

ESG risks can manifest in multiple ways across the operating model and value chain. The table below illustrates where these risks are prevalent at a more detailed level and the challenges the
wider industry is experiencing in trying to manage ESG risks.

Risk areas of focus

Industry
challenges

Page 17
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» Defined global ESG product strategy
or approach to classifications and
labeling

» Consistent standards and thresholds
Broad set of product types, giving
clients choice of investments across
the spectrum of capital

» Clear governance and oversight

arrangements, and the adequate
capture of sustainable preferences

» Defined ESG training, policy, process
and framework

» Periodic refresh and assessment of
ESG training content

» Clearly defined job descriptions

» Appropriate expertise built into

product development and board
responsibilities

» Defined approach to ESG data availability, governance and integration within

ESG products

» Defined process or policy to ensure due diligence of data, including from third-
party vendors
Established third-party data management framework

» Simulate various scenarios and forecast the potential impact of ESG risks on
operations and financial performance

» Technology helps track changes in ESG-related regulations and standards, to
ensure compliance and avoid penalties

Firms are strengthening the product
lifecycle process for sustainable funds to
protect against ESG risks such as
greenwashing, as this is an area of high
regulatory scrutiny.

Firm-wide knowledge on sustainability is
key to mitigating ESG risk; however, it is
still an optional part of a broader
curriculum across 60% of respondents.

Firms are acknowledging the importance of robust ESG data governance, and over
80% are making significant investment in technology initiatives. With the increasing
amount of sensitive ESG data being collected and stored, there is a heightened risk
of data breaches and privacy concerns.

ESG Strategic Management: Balancing Stakeholder Expectation and Business Strategy EY




Critical success factors for managing ESG risks (1/2)

v o

et
Embedding ESG risks within the existing
risk management framework

Defining clear ownership and
accountabilities for ESG risk management
across all lines of defence

Defining key sustainability terminology and
classification methodology for products

» Formalizing the definition of different types of » Establishing a clear governance framework for  » Defining and embedding key ESG and

ESG risks (including the greenwashing risk) and ESG risks sustainability terms

gaining broad agreement across the firm » Defining ownership based on how ESG is » Mapping sustainable investment definitions to
Integrating ESG into the wider risk taxonomy considered within the risk taxonomy, and local reqgulatory regimes

Setting a specific ESG risk appetite statement determine the accountabilities at both the » Building robust controls and processes around
and establishing management information individual and committee levels internal and regulatory definitions

reporting processes » Including ESG risk management in senior

management scorecards

Page 18 ESG Strategic Management: Balancing Stakeholder Expectation and Business Strategy EY



Critical success factors for managing ESG risks (2/2)

‘R
g e i
Establishing minimum ESG and Developing a robust governance L L
L : : Establishing a sustainability risk program
sustainability knowledge levels across the framework for sustainable investment .
. for a structured approach to mitigation
firm products
» Incorporating ESG and sustainability training into » Implementing ESG controls to manage risk in » Developing a top-down approach to ESG risk
core mandatory training for all employees, product and marketing processes mitigation, including the holistic identification of
including the development of specific » Including ESG and sustainability metrics within the key drivers of greenwashing
greenwashing risk modules the ongoing monitoring process of products » Establishing a formal program and prioritized
» Designing role-specific training for employees » Developing regulatory horizon scanning action plan
and functions that have higher exposure to processes to ensure continued understanding of » Publishing an approach to managing the various
greenwashing risk, and for board and executive new and emerging regulation strands of ESG risks

committee members

» Embedding of sustainability subject matter
resources (SMRs) across business functions

et
Page 19 ESG Strategic Management: Balancing Stakeholder Expectation and Business Strategy EY
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ESG cultivates a new paradigm in risk management

ESG risks should be managed in a similar manner to non-ESG risks presented to the wider firm. A clear and structured approach is required to effectively

manage such risks, such as:

ldentifying key ESG
risks across the
operating model and
value chain

Defining a plan to
remediate and assign
ownership

prioritizing identified

Scoping and Reviewing the risk
identification process

ESG risks

Page 21

Implementing,
monitoring and testing

ESG Strategic Management: Balancing Stakeholder Expectation and Business Strategy

significant gaps to

and identifying

target

Reviewing and adapting
for the ongoing business
as usual basis as part of
the global risk and control
processes




Businesses must take the lead on ESG risk management

ESG risks

\ 4 \4 v

ESG risks refer to a firm’'s environmental, social and governance factors that could create a bad reputation, such as by greenwashing or

harming the firm financially.
ESG risk is a regular business risk, and ESG risk management should be part of a firm's global standard risk reduction processes, with
regional nuance where relevant.
Greenwashing is a key example of an ESG risk that firms need to manage.

ESG risks are complex and can arise in different ways — it is important to have the following pillars in mind when managing ESG risks
at the firm, client and product level.

i
[ =
Y

Firm level

Client level

Product level

Occurs when a firm makes public sustainability commitments and doesn't act consistently with them or misstates

actions to meet them

Failures in client-related communications

Failures in product design and investment considerations

Strategy

Policy

Governance and

Risk

Product

Education and

Reporting and
disclosures
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ESG risk mitigation with Generative Artificial Intelligence

(Gen Al)

Automating data
processing

Gen Al can create realistic
but anonymised ESG data
sets for Al training models
and testing scenarios. This
allows for more robust
analysis without privacy
concerns.

Generating synthetic
data

Standardization and
reporting tools

Gen Al models can analyse
text and data to identify
inconsistencies and
potential greenwashing
attempts in company ESG
reports.

Identifying
greenwashing

Predictive risk
assessment

Gen Al can automate data
collection from various
sources, cleaning and
structuring it for efficient
analysis. This saves time
and resources while
improving data quality.

Page 23

QL

ESG Strategic Management: Balancing Stakeholder Expectation and Business Strategy

Gen Al can be used to
develop tools that help
companies standardise
their ESG reporting
formats, ensuring
consistency and facilitating
comparisons.

Gen Al can analyze
historical data and
emerging trends to predict
potential ESG risks a
company might face,
allowing for proactive
mitigation strategies.

EY



Key takeaways
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EY | Building a better working world

EY exists to build a better working world, helping
to create long-term value for clients, people and
society and build trust in the capital markets.

Enabled by data and technology, diverse EY
teams in over 150 countries provide trust
through assurance and help clients grow,
transform and operate.

Working across assurance, consulting, law,
strategy, tax and transactions, EY teams ask
better questions to find new answers for the
complex issues facing our world today.

EY refers to the global organization, and may refer to one or more, of
the member firms of Ernst & Young Global Limited, each of which is a
separate legal entity. Ernst & Young Global Limited, a UK company
limited by guarantee, does not provide services to clients. Information
about how EY collects and uses personal data and a description of the
rights individuals have under data protection legislation are available
via ey.com/privacy. EY member firms do not practice law where
prohibited by local laws. For more information about our organization,
please visit ey.com.

©2024 Ernst & Young PLT. All Rights Reserved.

APAC no. 07010550
ED None

is material has been prepared for general informational purposes only and is
intended to be relied upon as accounting, tax, legal or other professional
. Please refer to your advisors for specific advice.

ey.com
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