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Introduction to ESG and ESG Impacts

ESG and Sustainability

What s sustainability

‘ ‘ A definition of Sustainable Development “meeting the
needs of the present without compromising the
ability of future generations to meet their own
needs” defined by the United Nations Brundtland
Commission, 1987.

Source: ESG and Sustainability: Your 101 Guide for Understanding Corporate Sustainability - Green BusinessBureau

Source: IFC ESG Guidebook

KPMG

WhatisESG ?

ESG stands for Environmental, Social, and Governance

‘ ‘ IFC defines ESG as a set of environmental, social, and
governance factors considered by companies when
managing their operations, and investors when making
Investments, in respect of the risks, impacts, and
opportunities.


https://greenbusinessbureau.com/topics/sustainability-benefits-topics/esg-and-sustainability-your-101-guide-for-understanding-corporate-sustainability/
https://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/ifc+cg/resources/guidelines_reviews+and+case+studies/ifc-esg-guidebook
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Sustainability vs ESG VS GSR:
What's the Difference 7

Sustainability is an overall
concept, whereas ESG and CSR
are terms used to describe specific
business models.

Corporate Social Responsibility
(CSR) is a management concept
whereby companies integrate social
and environmental concerns in
business operations and interactions
with their stakeholders.

V/

Whereas ESG is the assessable
outcome concerning a company’s
overall sustainability

performance.

Source: What is CSR? | UNIDO

Source: ESG Vs CSR Vs Sustainability | What's the difference? 2022 Examples (thesustainableagency.com)

KPMG

“Sustainability” the overall concept

CSR

(corporate social responsibility)

a business model for companies that
impacts their internal processes & culture

encompasses the activities a company
undertakes to have a greater global impact

nowadays needs to be a priority, as
consumers are demanding it

about building accountability

can be used for good but also to mislead

ESG

(environmental, social, and governance)

a measurable sustainably assessment,
popular with investors

has become a set of criteria for
sustainability assessment

financial performance is a key purpose
of ESG valuation

about quantifying existing accountability

can be used for good but also to mislead



https://www.unido.org/our-focus/advancing-economic-competitiveness/competitive-trade-capacities-and-corporate-responsibility/corporate-social-responsibility-market-integration/what-csr
https://thesustainableagency.com/blog/esg-vs-csr/#:~:text=In%20short%2C%20CSR%20is%20a,framework%2C%20mainly%20used%20by%20companies
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Driving factors for ESG transformation

Amongst many countries, Thailand has set
carbon reduction targets to reach carbon
neutrality by 2050 and Net zero emission by
2065 for Thailand. Compliance pressure is
increasing.

Regulators, investors and other
stakeholders are driving companies for
ESG Transformation and transparency
in ESG disclosure

...but this is just the tip of

[ Capital markets are expecting ESG focus and the iceberg.
performance from companies.

@ Customers, employees and investors now
expect companies to have purpose beyond
making money for shareholders.
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ESG transformation creates value

@ Improved Asset
N Enhanced Value and

Decreased Cost Capital Access premium

of Operations Better access to Improved rent or sale
capital sources at premium, valuation of
more favorable assets, attracting high
terms for quality tenants
sustainable

financing

Lowered costs
through building
operational energy

and operational
expenditures

© 2024 KPMG Phoomchai Business Advisory, Ltd., a Thai limited liability company and a member firm of the KPMG global organization
of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights

reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International

ESG is not a cost. A strong ESG strategy has tangible benefits, including:

M
Competitive
Differentiator

&

Reputational

Improvement Ensures that you can

position yourself
proactively regarding
ESG and not be ‘left

behind’ by peers

Heightened reputation
from existing and
prospective employees
and investors based on
the support for ESG

Document Classification: KPMG Public 8



Introduction to ESG and ESG Impacts

What are the Global Megatrends?

1

l
The megatrends can broadly be _ WA e .
grouped into trends reflecting changes N[ WA
in the status and expectations of N
individuals, changes in the global N ,
economy and changes in the physical ' ~
environment.
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Economic power shifts Labor shortages Civil, Civic and Equality Movements Rapid urbanization

KPMG | o
Source: https://home.kpma/xx/en/home/insights/2013/10/what-are-the-global-megatrends.html
Source: https://www.pmi.org/learning/thought-leadership/megatrends
Source: Megatrends - Issues - PwC UK



https://home.kpmg/xx/en/home/insights/2013/10/what-are-the-global-megatrends.html
https://www.pmi.org/learning/thought-leadership/megatrends
https://www.pwc.co.uk/issues/megatrends.html
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Digital Disruption

/o\ Technological advancements (such as robotic process

EP\ automlation and machine Iearr)ing)— are Changlng the Megatrend Management Considerations
business world rapidly

RCS Design, implement, and assess
¢

governance and control frameworks
over digital processes

Investments in technological =
® 00

= advancements and advanced w
m ®\ Utilize the availability information for

an alytics are going a new form of business / _
transformation. @-@ audit procedures and assurance

Provide broader insights on all the risks
and assurance over the risks

1 N As business and models change rapidly, management
creating New risks and

opportunities

Source: internal-audit-key-risks-and-areas-of-focus-for-2022.pdf (assets.kpmg

EHEE | 10



https://assets.kpmg/content/dam/kpmg/ae/pdf-2022/03/internal-audit-key-risks-and-areas-of-focus-for-2022.pdf
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Climate Crisis

Most severe Global risks for the next 10 years

FIGURE 1.3 . . .

“Identify the most severe risks on a global scale over the » Climate change is a long-term trend, moving up the
” global agenda.

next 10 years

» Climate crisis is the one that organizations cannot
B Economic W Environmental B Geopolitical Wl Societal Wl Technological ig nore, for those that dO not take action face the
genuine risk of an existential crisis.

Climate action fallure Infectious diseases

Extreme weather Human environmental damage

Biodiversity loss Natural resource crises

Megatrend Management Considerations

Debt crises

Social cohesion erosion

Livellhood crises

e R

Source: World Economic Forum Global Risks Perception Survey 2021-2022

Ensure integration of climate Provide assurance, data and
risk in an organization with report on climate change
adequate measures

Source: THE ESGT MEGATRENDS MANUAL (2022-2023 Edition) by MG Publishing — Issuu
Source: Harnessing internal audit against climate change risk | Research reports | Policy and research | IIA
Source: Climate Change: A Top Imperative for Companies and Internal Audit - Internal Audit 360

EHEE | 11



https://issuu.com/medauras/docs/esgt_megatrends_report_2022-2023
https://www.iia.org.uk/policy-and-research/research-reports/harnessing-internal-audit-against-climate-change-risk/
https://internalaudit360.com/climate-change-a-top-imperative-for-companies-and-internal-audit/

Introduction to ESG and ESG Impacts WORLD
ECONOMIC

Glimate action will dominate the next decade FoRUM

According to the Global Risk 2023 Report by World Economic Forum, climate action failure will be most severe global risk in the next decade.
2 years from 2023 10 years from 2023

Cost of living crisis Il Failure to mitigate climate change All6 environmental risks
Failure of climate change feature in the top 10 risks over the next
adaptation 10 years while “Biodiversity loss

and ecosystem collapse”is

Natural disasters and extreme
weather events

Natural disasters and extreme

<l Geoeconomics confrontation weather events \_/iewgd as one (_)f the fastest
— : deteriorating global risks over the next
Biodiversity loss and ecosystem decade,

Failure to mitigate climate change 4

collapse

Erosion of social cohesion and 5

. o Large-scale involuntary migration
societal polarization

9 risks are featured in the top 10
Natural resource crises rankings over both the short and the long

= T —— e ———————— . term, alongside twO new entrants to
yall Failure of climate change Ml Erosion of social cohesion an VAT
adaptation societal polarization the top rankings: “Widespread

Widespread cybercrime and cyber . cybe_rcr,!me 3nd cyber
insecurity insecurity” and “Large-scale

Large-scale environmental
damage incidents

(0]

&) BN N

.3l \Widespread cybercrime and cyber

insecurity

: _ ) involuntary migration”.
Natural resource crises ‘Il Geoeconomics confrontation
VN | 5rge-scale involuntary migration 10 LEliE (oSG0 EIRYE ]
g y mig damage incidents

©

Source: The Global Risk Report, 2023, World Economic Forum

© 2024 KPMG Phoomchai Business Advisory, Ltd., a Thai limited liability company and a member firm of the KPMG global organization
of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights
reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International
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Introduction to ESG and ESG Impacts WORLD
ECONOMIC

Climate action will dominate the next decade FORUM

According to the Global Risk 2023 Report by World Economic Forum, climate action failure will be most severe global risk in the next decade.

2 years from 2023 10 years from 2023

Risk categories 2 years 10 years

I Economic 1 Misinformation and disinformation Extreme

I Environmenta

GREN Fxireme weather events BN Critical change to Earth systems Alls environmental risks
Geopolitica ; ;
| Geor SOl S ocictal polarizati S Riodiiversity loss and ecosystem collapse feature in the top 10 risks over the next

I Societal 10 years.
Tt e 4v Security B MNatural res
echnological :
5t G Iisinformation and disinformation
E }
—
[
B }
S conomic downturn RN Societal polarization
i Follution R Follution
Source: The Global Risk Report, 2023, World Economic Forum
m © 2024 KPMG Phoomchai Business Advisory, Ltd., a Thai limited liability company and a member firm of the KPMG global organization Document Classification: KPMG Public 13
of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights

reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International
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Demographic Shifts

Megatrend Management Considerations

Provide broader insights on all the
risks and assurance over the risks
management

By 2050 the world’s population is expected
to increase by 2 billion people

:™): Design apprenticeships for younger

IEI' ekl recruits and skills training for older

sythe end of the century workers

as fertility rates continue to decline. 000
[ [\ || Ensure fair remuneration and
[[I]j[ﬂ\l]]\ transparency

By 2050 there willD € JUST tWO working age people
per one elderly person ingurope '\T Assess the methods used to monitor,

&8&3 » m &3 » m (= | measure, and report on the programs

Source: Shifting Demographics | United Nations

Source: Demographic and social change - Megatrends - PwC UK

Source: How Internal Audit is helping organizations build trust | EY - Global

EHEE | 14



https://www.un.org/en/un75/shifting-demographics
https://www.pwc.co.uk/issues/megatrends/demographic-and-social-change.html
https://www.ey.com/en_gl/consulting/how-internal-audit-is-helping-organizations-build-trust
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Economic Power Shifts

The global economic system has changed over the past few decades: emerging and developing countries have
established themselves as important sales markets and make a significant contribution to global economic growth.
This is both an opportunity and a challenge in terms of the production systems of the future.

. An economic power shift from west to east is taking place

'« In emerging countries, the level of purchasing power is approaching the

. level experienced in industrial countries

.« Consequently, the demand for consumer goods is growing

'« The shift in economic power will have a large impact on growth potential |
. for companies and the countries in which future investments will be made. !

The world in 2050 the economies of the group
of the Emerging Seven (E7) consisting of:

Megatrend Management Considerations

) B, '

(& X e rsmanagemens mm BB
L

. Provide broader insights on all the risks and

6 assurance over the management of risks
s

(China, India, Brazil, Russia, Mexico,
Turkey, & Indonesia)

Source: Megatrend: shift in economic power | KUKA AG

Source: Shift in economic power - Megatrends - PwC

EHEE | 15



https://www.kuka.com/en-de/future-production/megatrends/shift-in-economic-power
https://www.pwc.nl/en/topics/megatrends/economy.html
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Labor Shortages

‘ ‘ Labor shortages from the past years will continue and likely accelerate

The labor shortage will continue to be a significant challenge for businesses
Many manufacturing plants adopt automated technology to address that gap.
Businesses need to find ways to be competitive to attract, hire, and retain quality employee

Employee engagement, wellbeing, and retention continue to be top agenda items

Megatrend Management Considerations

1 000
— o
= »® g
—f O O O
Design and assess learning Assess the organizations’ Audit the “hire to retire” processes
and development program succession plan and evaluate the efficiency of HR
processes

Source: internal-audit-key-risks-and-areas-of-focus-for-2022.pdf (assets.kpmq)

Source%@nds for Skilled Labor. (skillwork.com) ‘ 16



https://assets.kpmg/content/dam/kpmg/ae/pdf-2022/03/internal-audit-key-risks-and-areas-of-focus-for-2022.pdf
https://resources.skillwork.com/8-trends-for-skilled-labor-in-2022#:~:text=Business%20leaders%20hoping%20for%20relief,skills%20are%20in%20high%20demand.

Introduction to ESG and ESG Impacts

Givil, C ‘a-nd Equality Movements

A

hE  Diversity, equity and inclusion (DE&I) efforts, it's been a challenge to

’ make them effective because of the all-encompassing changes required.

 Although numerous businesses show DE&I business success, women and
ethnic minorities continue to remain underpaid and underrepresented
at corporate levels.

* Integrate DE&I through creating conditions that give everyone the same
chance to contribute, grow and thrive.

* It can be risks for organizations in terms of business disruption and loss
of trust

Megatrend Management Considerations
[ - .
Qisabilitios sald  ua o, H
they feelncudelliil Ell 9k| N= ‘f\
at work compared :
with 25% of their %

colleagues

of employees wi i&l;.f\ :

Design DE&I programs Assess the methods used to D&l statistics test for accuracy
embracing to companies monitor, measure, and report
on the programs

m Source: Who We Are is How We'll Grow | Accenture ‘ 17

Source: Global Megatrends 2022: Civil, Civic, and Equity Movements (pmi.org)

Source: Internal Audit’s Role in Driving Diversity, Inclusion - WSJ



https://www.accenture.com/_acnmedia/PDF-139/Accenture-Who-We-Are-Is-How-Well-Grow.pdf#zoom=50
https://www.pmi.org/learning/thought-leadership/megatrends/2022/civil-civic-and-equality-movements
https://deloitte.wsj.com/articles/internal-audits-role-in-driving-diversity-inclusion-01596481327
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Rapid Urbanization

o _ o N « Uncontrolled rapid urbanization presents
Urbanization is creating significant opportunities for challenges such as constrained capacity

e social and economic development and more and finance for infrastructure delivery
e woria's

onwiliven SUstainable living.
g;;ig‘;'fy'oznovgg' vein g « Unplanned and poorly managed

urbanization can give rise to inequity,
patterns.

Cities over the world Asian's cities create more Megatrend Management Considerations
create economic value economic value y
at least

$930
$30 Trillion -1 B

Billion Capture the potential of the new
OAOAOA® :
e markets that will be created through
, & rapid urbanization.
& T g g, {9} P
s =
—~ q E {‘?} — \: Assess the risks and opportunities

Increase productivity Equality

18
m Source: Global megatrends - Future State 2030 - KPMG Global (home.kpmg) ‘

Source: Urbanization msvnedesanuiwiios (0kmd.or.th)

Source: Rapid urbanisation - Megatrends - PwC UK



https://www.okmd.or.th/okmd-opportunity/urbanization/256/
https://home.kpmg/xx/en/home/insights/2013/10/what-are-the-global-megatrends.html
https://www.pwc.co.uk/issues/megatrends/rapid-urbanisation.html
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Local Regulatory Trends & Future Commitment

Thailand’s Personal Data National Action Plan on Nationally Determined 56-1 One Report
Protection Act (PDPA) Business and Human Rights Contribution — Paris

Agreement
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Thailand's Personal Data Protection Act (PDPA) - Governance

|
I « Personal datais any information relating to a natural,

I whether directly or indirectly.

: » Regulate to protect a data owner from the unauthorized or
i unlawful collection, use, or disclosure and processing of
|
|
|
|
|

their personal data.

* Full effect on 1 June 2022.

* Non-compliance with the PDPA could result in civil penalties,
criminal penalties, and administrative penalties.

PDPA
ECOSYSTEM

Personal Data |
I The Egl?ts_of_da_ta_OVVngrs_uere_r the PDPA include t_he_foﬂoniFg:_ -
* Right to be informed

* Right to access

* Right to data portability

* Right to object

* Right to erasure / right to be forgotten

* Right to restrict of processing
* Right to rectify

—
4
i {
]

—

Technology

Source: https://home.kpmag/th/en/homel/insights/2022/06/legal-news-flash-issue-14.html

Source: PDPA#eexls 2 - agl wsy.dupsesdesadouynna fifess t-reg.co)

EHEE | 20



http://Sourhttps:/home.kpmg/th/en/home/insights/2022/06/legal-news-flash-issue-14.html
https://t-reg.co/blog/t-reg-knowledge/what-is-pdpa/#:~:text=PDPA%20%E0%B8%AB%E0%B8%A3%E0%B8%B7%E0%B8%AD%20%E0%B8%9E.%E0%B8%A3.%E0%B8%9A,%E0%B8%9A%E0%B8%B8%E0%B8%84%E0%B8%84%E0%B8%A5%E0%B8%81%E0%B9%87%E0%B8%95%E0%B8%B2%E0%B8%A1%20%E0%B8%8B%E0%B8%B6%E0%B9%88%E0%B8%87%E0%B8%A5%E0%B9%89%E0%B8%A7%E0%B8%99%E0%B9%81%E0%B8%A5%E0%B9%89%E0%B8%A7
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National Action Plan on Business and Human Rights (NAP)

Human rights are rights inherent to all human beings, regardless of race, sex, Four priority areas:
nationality, ethnicity, language, religion, or any other status” defined by United
Nations. Labour &
* Comply with labour laws and
standards
The First National Action Plan on Business and » Establish policies and |
Human Rights (2019-2022) was initiated by the measures eliminating ) € Community, Land,
R | Thai G ¢ (RTG) discrimination in workplace IEH 9 Natural Resources
oyal Thai Governmen A :

y + Provide a complaint or \ S S/ and Environment

Aim to respond to human rights violations grievance mechanism = . '“ff_’m: the public about relevant
projects
3 * Promote access to the Employee |
Erowde_ concret_e_measures through the Welfare Furd . Conduct the EIAs and EHIAs according
integration of policies, laws, regulations, measures, to the laws
and interventions, both at the national level and 7 7 Human Rights + Set up channels for complaints,
international level e e Defender negotiation and remediation
. . . « Create knowledge and + Develop remedial and rehabilitation

Focus on improving, and_addressmg urgent and y understanding g‘n the work of measures for people affected.
important human rights issues caused by human rights defenders

business activities

prevent, mitigate and remedy Investment and
impacts on human rights Multinational

» Work with civil society to @@ Cross Border

« Improve the remedy system Enterprise
and measures for victims of * Promote awareness of international principles and
human rights abuses standards

* Perform human rights due diligence (HRDD)
Source: https://www.undp.org/asia-pacific/bizhumanrights/publications/first-national-action-plan-business-and-human-rights-thailand ¢ Ensure subsidiary companies and the supply chain

abide by laws
KbinG 2
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Nationally Determined Gontribution - Glimate change

: |
I In line with the Paris Agreement, Thailand aims to peak its I
I greenhouse gas emissions in 2030, with the ambition to move 1|
: towards net-zero emissions by 2065. :

|

PARIS CLIMATE AGREEMENT

 The NDC was formulated in accordance with the
Philosophy of Sufficiency Economy and the principle of

Sustainable Development, and relevant national plans. 1. 2 . = m ‘Im
<2°C
, , . . . o 1111
* Thailand’s NDC indicates an emission reduction of 20% - ¢ ! ¢
from the projected business-as-usual (BAU) level by
2030, carbon neutrality target by 2050, net-zero target s ‘\
by 2065. )
y ] ) ] EN:IYSSZIEORNOS - A =R -
* The contribution could be achieved through adequate and o B o ,
Limit the avg. global Enhance resilience and Align financial flows in the
enhanced access to teChnOIOgy development and temperature increase to < 2° adaptation to climate world with these objectives
transfer, financial resources and capacity building. centigrade +achieve net zero  impacts certain to occur

emissions by mid-century

Source: A refresher on the Paris Climate Agreement | The MacMillan Center (yale.edu

Source: https://unfccc.int/sites/default/files/resource/Thailand _LTS1.pdf

}WEE | 22



https://macmillan.yale.edu/news/refresher-paris-climate-agreement
http://Sohttps:/unfccc.int/sites/default/files/resource/Thailand_LTS1.pdf
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b6-10ne Report - Reporting

Name of new report regulations, require by
SEC for all listed companies to submit
including Sustainability Development
section

|
|
|
|
|
|
Elevate the disclosure of ESG of listed |
companies to reflect the sustainable :
operations under good governance by I
considering to the impacts on environment |
and social |
|
|
|
|
|
|

Required sustainability performance
assurance especially for GHG emission

One Report will be required for reporting year
2021, to be published in 2022.

Source: KPMG ESG research

KPMG

O,

SEC

B 561

Part 1: Business Operation
1. Policy and business overview
2. Nature of business
3. Rick factors
4. Assets
5. Legal disputes

6. General information and other material facts

Part 2: Management & Corporate Governance
7. Securities and shareholders
8. Organizational structure

9. Corporate governance

>

10. Corporate social responsibility L
11. Internal control and risk management
12. Related transactions

Part 3: Financial Position & Operation Results
13. Significant financial information

14. Management discussion and analysis

8.

8.

5.

One Report

Part 1: Business Operation
1.

Organizational structure

2. Risk management
=
4

. Management discussion &

Corporate sustainability

analysis

General information & other
significant information (dispute,
auditor"s renumeration)

Part 2: Corporate Governance
B.
7.

Corporate governance policy

Governance structure and
significant information of
committees, subcommitteas,
executive management, employee
and others

Significant results of corporate
governance

Related transaction

Part 3: Financial Statement

| 23
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Key Takeaway

« Sustainability is an overall concept & ESG is the @
outcome concerning a company’s overall sustainabilit

* Rising interest of ESG management from investors, emg
community will be an ongoing context, with an accelerati
situation

* Investors increased their awareness on companies’
management which affecting their investment decisi

 Global megatrends, as well as local regulatory,
on company positively and negatively depends o
opportunities & risks regarding governance, envi

« Systematic corporate sustainability manageme

m Document Classification: KPMG Public
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Overview of ESG Risks




ESG Overview inFinancial Sector

FS are increasingly recognizing the breadth and depth of ESG within their own businesses and the impact they can have on society. FS will be measured across all
ESG metrics, but will have to prioritize different elements of ESG depending on their appetite and focus. Responsibility will be not just for their direct impact, but also

for every part of their lending portfolio.

4

"y

P

= Air and water pollution

= Sea level rise and drought
= Resource depletion

= Deforestation

» Land degradation

= Energy efficiency

= Reactions of legislator/regulator to promote
sustainability or bans on unsustainable
activities (e.g. CO2 tax)

= Structural changes in demand and supply for
products, services and commaodities

Source: ESG risk in Banks, KPMG International, May 2021.

KPMG

Noncompliance with labour standards

Inadequate payment of labour

Human capital management (employee
attraction, retention, training, education)

Lack of assurance of industry safety
standards and health protection for employees

Product safety and liability
Data protection and privacy

Human rights

I ’-\

Board composition

Compliance with regulatory standards
Corruption or attempted bribery
Executive remuneration

Business ethics

Risk management

Lack of proper assurance of data
protection

Greenwashing risks




Key Areas of the Bank Prone to ESG risks

ESG risks can affect the banks’ P&L and liquidity issue where ESG risks can affect the bank directly (e.g. storm damage to bank buildings), but also
affect customers (change in sales opportunities, production disruptions, etc.) leading to, for example, higher loan defaults.

Consideration of sustainability in the business strategy
and the organizational setup/governance

Adjustment of product and customer portfolio

Bank

Identification/classification of sustainable assets

Offering of sustainable financing to customers
A Balance sheet

Customers o eo e Invastors
Loans Dkt
3

Refinancing with sustainable instruments

Consideration of ESG (risk) in pricing & risk
management

Trading az=sets Trading liabilities -
N = Couniter parties
Other Equity o

Countar parbes

Consideration of ESG risks within the capital charge
Countar partas PRl Counitar parties

@ R

Inclusion of ESG criteria in the distribution process

Reporting of own ESG risks and their impact to
supervising authorities and stakeholders

©00000000 0

ESG Data Management

Source: ESG risk in Banks, KPMG International
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ESGIs aBoard level priority-what are Boards concerned about?

ESG is a priority on the Boardroom agenda. This provide an open door to initiate ESG discussion and provide Board level training and information

sessions.

2

Operational
Effectiveness

3

Regulatory
Compliance &
Reporting

How does the Bank compare to peers?

How is the Bank going to meet its public net zero commitments?
Are the products offered ready from an ESG perspective?

Is the ESG incorporated in the target operating model?

How is a Bank engaging with its clients and their transition strategies?

Is the Bank aware of ESG matters across its organization, including processes, system and controls?
Does the functional decision making take ESG matters into account?

Is ESG considered while developing products and services?

Are ESG risks and opportunities integrated in procedures and policies?

Is the Bank taking advantage of the opportunities that IDE policies can bring?

Is the company ready to cope with existing and upcoming regulatory requirements?
What are the gaps that can already be identified?

Is the company measuring, reporting and disclosing non-financial ESG information that is critical to
understanding both strategic intent, risks and opportunities?

Who in the Bank is responsible for ESG at functional and Board levels?

Source: Transitioning to a Green Economy , KPMG playbook April 2022

KPMG



There are awide range of risks and opportunities to consider
for the banks

Potential ESG risks and opportunities for Banks

o

Floating
solar

panels O

Battery
Storage

Tougher
standards for
Oil & Gas

Voluntary
Carbon
offsets

Capture,
Usage an|
Storage

Change
in mobility
sector

Longer term impact

Social

ESG risk
consulting

© Mobiity

Differential and
dynamic pricin

Human capital
management

Customers’ ESG
track records Employee attraction

and retention

New

Ethical claims o
capabilities

supply chain

Climate risk
advisory

SERMCES Training &

Education

o
. Data

i protection
Reliance  anq privacy ()
on polluting

sectors

Tax

strategy O

Smart

Greenwashing

Diversity &
Inclusion

Investment
management

ESG reporting

Shorter term impact

Source: KPMG Global Analysis, 2022

KPMG

Longer term impact

Key: . Opportunity . Threat . Both opportunity and threat

AN

Implications for Banks

New risks, new opportunities — customers face a
new set of risks and opportunities associated with
ESG (e.g. reputation, supply chain management,
transition to net zero), creating new opportunities for
risk transfer products and financing products

Decarbonisation opportunities — businesses and
households are transitioning to new ways of operating
(e.g. renewable energy and sustainable practices),
creating new financing markets in the process

Business model change — opportunities created
by new industries and ecosystems, e.g. mobility and
smart cities, that create new types of customers and
financing needs

Rising expectations — regulators, investors,
customers and stakeholders expect progress on ESG.
Banks need to demonstrate compliance and action

Data and modelling — reporting on ESG and
integrating ESG into lending requires enhanced data
collection and analysis, and new modelling
approaches to take account of climate change and
ESG factors
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Introduction to ESG and ESG Impacts

Environment

CLIMAT-ENERGIE

Source: Reuters press

Source: The Guadian press

KPMG

Environmental groups sue one of the largest
energy companies for misleading the public

over Net Zero

The case is part of a growing trend of
environmentalists taking the company to
the court over alleged breaches to ESG
practices. The company’s investments and
reducing greenhouse gas emissions are
claimed 'greenwashing’.

California environmental group sues the
world’s biggest food, beverage and
consumer goods companies for plastics
fouling California waters

The companies are being sued by

a California environmental group for creating

a plastic pollution “nuisance” which has
caused to the climate change and oceans.

Financial impacts from climate change

The U.S. could lose $520bn
across 22 industrial sectors due
to global warming

1.2% decline in the annual gross
domestic product (GDP) for every 1
degree Celsius increase in
temperature.

2. Climate change and extreme

| weather directly impact 70% of
J all economic sectors worldwide
routinely.



Introduction to ESG and ESG Impacts

Social

Heathrow fined for USB stick data breach £120’OOO

It comes after a staff member lost a USB stick Heathrow Airport Limited
last October containing "sensitive personal fined for serious failings in
data", which was later found by a member of the Its data protection practices
public.

$14.25m

to settle U.S.
employment
discrimination claims

Source: Heathrow fined for USB stick data breach - BBC News

Source: U.S., Meta settle lawsuit over discrimination in housing advertising tool | Reuters

© 2024 KPMG Phoomchai Business Advisory, Ltd., a Thai limited liability company and a member firm of the KPMG global organization
of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights
reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International

Document Classification: KPMG Public
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Introduction to ESG and ESG Impacts

Governance

22 Thai Sailors Arrested Over Attempt To
Smuggle 32.9 kg Cocaine Into Nigeria

Economic impact:

 Loss the business opportunities during the retention
period

THB16.5m $3.9m

the carriage cost during the
investigation (14 days)

The company was claimed for

Source: Thairath Press

KPMG

damage and delayed deliverable.

The alleged 11 former committees and executive
in a corruption lawsuit

The Securities and Exchange Commission, Thailand (SEC)
alleged the former committees and executives of one
company in the lawsuit of economic crime and raw material
inventory corruption.

THB2,157m

Total amount of the company damage



KPMG
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Regulations and guidelines development around ESG risks

During Paris
Agreement (COP21)

Thailand intends to reduce
its GHG emissions by 20%
from the projected business-
as-usual (BAU) level by
2030.

One Report 56-1
SEC in

Thailand mandates the
listed companies to
disclose sustainability
reporting in the 56-1 One
Report annual public
filing effective from the
financial period ending
31 December 2021.

SEC has

declared support for
the Task Force on
Climate-Related
Financial Disclosures
(TCFD supporter) by
becoming an official
TCFD supporter.

LiERe

BOT Directional Paper on
“Transitioning towards

Environmental Sustainability

under the New Thai
Financial Landscape”

BOT’s Policy Statement

BOT issue policy
statement for financial
institutions to disclose
climate-

related information in line
with international
standards such as TCFD,
ISSB.

Sustainable Banking Guidelines
Responsible Lending
by
The Thai Bankers' Association
13 Auaust 2019

Sustainable Banking
Guidelines on Responsible
Lending

TBA issued the Sustainable
Banking Guidelines on
Responsible Lending provides
the guidance for banks based in
Thailand to establish a
responsible lending strategy to
manage their environmental and
social (E&S) impacts and risks.

Sustainable
Finance Initiatives
for Thailand, Aug-
2021

awe GRS

State Enterprise Development

Plan (2023 — 2027)

State-owned enterprises must
focus on issues related to
global warming, CO2
reduction, BCG model
implementation in the
investment projects, The

organization shall establish the

operation guideline on
sustainability (ESG)

- . e L
\ -
=R 5 a8 e
Thailand Taxonomy
Phase 1

Thailand Taxonomy Phase 1
is focused on two

sectors: energy and
transportation - June 2023

IOSCO* endorses the

ISSB’s Sustainability-

related Financial

Disclosures Standards and encourage
its members to adopt. Thailand SEC will
follow the suit.

Taxonomy Phase 2 will be focused on
Manufacturing sector, Agriculture sector,
Real estate and Construction sector.

BOT expects Fls to align their report
with TCFD/ISSB. Large Fls expected
to disclose in 2024 and other FIs in
2025.



BOT's Determinationto Addressing Climate Risks

The BOT has laid out 5 building blocks to prepare Fls for the imminent )
Socio-economic and impacts from climate change.

Environmental sustainability Under the 1%t block (product & services), the BOT expects Fls to be able to
assess the impacts from climate risks via scenario analysis and stress testing
and incorporate climate risks into every day-to-day business process.

=
8 > = 2 J
o = == =
C o = (%)
g g 32 3 : : I
£ o S E Product & Services Data&Disclosure Gapacity
- Conduct climate stress testing - BOT expects Fls to align their B““dlng
and incorporate climate risks report with TCFD/BCBS/ISSB )
into end-to-end business and mandate large Fls in - BOT will develop
PrOdU.CtS & Taxonomy _Data & - BOT will launch guidelines in 2024 and other Fls in 2025. \Iévlc;rlg%g?ﬁiltl?nglaem
Services Disclosure accordance with BCBS/ISSB - Co-op with MNRE/ME/MOT disclosure and
within 2022 and industry and private org. to build Big scenario analvsis
practice in 2023. Data (Green Data Ecosystem). BOT ) 3::' '
: : T - expects Fls
Incentive Capacity Building o have sufficient
H personnel to
Taxonomv mceﬂthG effectively assess
i > climate risks.
8 . . - Establish principle-based taxonomy - During the transition, BOT
. BOT Directional Paper on around climate change in line with support SMESs to transit to
| “Transitioning towards ASEAN Taxonomy. o =nable economy.
: : " - Co-op with TGO and SEC staff to - Inlong term, BOT will
Sy Environmental Sustainability respond to identify transparent impose sctcr)lrcr:]tg; rr]?egsutlgtlon to
i Fi ' indicators under Thailand Taxonomy.
under the New Thai Financial y address climate risks.
Landscape
Aug 2022



BOT's Policy on Glimate-Related Risks

Governance \ / Strategy

Roles of board and senior executives in strategy Fls should consider environmental impacts on

planning, environmental compliance, and resource their business including assessing their risk

allocation are key to successful incorporation of appetite and materiality and support customers

environmental aspects to business operation. with sustainable finance products and services.
Governance

Risk Management Disclosure
Fls should incorporate climate-related risks into N Fls should effectively disclose climate-related
their existing risk management framework and é information on governance, strategy, risk
have processes to assess the risks on both Risk management, and metrics and targets in line
transactional and portfolio levels. Management Disclosure with such international standards as the TCFD

This includes portfolio heatmaps, key risk and the ISSB at least annually.

indicators (refer to IFC standards), and scenario
analysis and stress testing (under Pillar 2). / \
' - " - The BOT will begin evaluating progress in implementing
- BQTS Policy on Enwronment_al anq @ the policy guidelines starting in 2024.
(4] Climate Change Aspects on Financial _ _ _
Institutions” BOT will collaborate with the banking sector to develop
. ' an industry handbook to align with the policy in 2023.
Feb 2023 Y 0 PoieY




Green Finance Instruments
Thailand Taxonom Green bonds, loans, project finance
r

taxonomies. Structure Incentives
Incentives can be developed

2. Climate change adaptation Data prOCESSing to structure and promote
Measuring the share of green investments into taxonomy-
3. Sustainable use and protection of marine and water economy and impact of green aligned projects.
resources companies

4. Resource resilience and transition to a circular economy.

5. Pollution prevention and control

Taxonomy
Applications

6. Protection and restoration of biodiversity and ecosystems

Sector Coverage
= Energy
= Transportation

Assessment process
= Break down company/project operations into different

economic and check the coverage of activities under section Guidance for regulations Finance and refinance
4 of Thailand Taxonomy. Basis to develop or modify national Transparency and a guide for
= Assess activity against Technical Screening Criteria of regulations and policies for climate easy verification of sustainable
Green, Amber and Red change projects
= Ensure compliance with ‘Do No Significant Harm’ (DNSH) & ] ]
meet ‘Minimum Social Safeguards’ (MSS) and prepare final Financial market development
report Labelled green products that are
Source: Thailand Taxonomy, Phase 1 climate-aligned can be developed.



Thailand Actions on Glimate Ghange

Carbon Tax and GHG Disclosure

National Commitment

Thailand plans to reduce its greenhouse gas (GHG) emissions by 30% from
projected levels by 2030, with a potential increase to 40% if they receive

The Excise Department plans to impose a carbon tax on the National necessary technology, financial, and capacity support. Additionally, Thailand is
energy, transport and industrial sectors to encourage more Commitm committed to achieving carbon neutrality by 2050 and reaching net-zero
companies to use cleaner or renewable energy. Starting from May ent GHG emissions by 2065 as long-term goals.

31, 2026, the Company will need to annually report their CO2

emissions, even for imported goods. Non-compliance will lead to Carbon

increased taxes. Tax and

Climate .
GHG Climate Act (Draft)
Disclosur Act (Draft)

e The draft Climate Change Act lays out Thailand’s action plan

for climate change mitigation and adaptation, including

Thailand Taxonomy Thailand emissions reductions. Some of the key sections in the draft law
allan involve citizen rights, the National Climate Change Policy

Thailand Taxonomy is a classification system for sustainable Cl I mate _ _
economic activities with a focus on environmental sustainability. : Committee, and a national GHG database.
Companies should prepare for upcoming challenges, such as Actions

regulatory support, data collection systems, interoperability, and
meeting future criteria to secure financial support. .
s tar) Thailand

Taxonomy Egggy Thailand Energy Plan

An opportunity to use or invest in the renewable energy for

Renewable Energy Promotion electricity & to lower Grid Factor.

. - . o - Power Development Plan 2018-2037, increasing shares of
There are two alternatives for utilizing renewable energy: investing in it or Renewabl P g

electricity from renewable sources by 2050.
purchasing it. First, Renewable Energy Certificates (RECs) can be e Energy ty y
considered as market-based incentives for using renewable energy sources. Promotion - Alternative Energy and Development Plan (AEDP) 2018-2037,

Another option is the Utility Green Tariff (UGT), allowing businesses to buy Increasing aIt.ernatlve energy to ‘?‘“Ve the economy, st.r.engthen
electricity from renewable sources. The rates vary based on whether the energy security and support environmental sustainability.
sources are specified or unspecified and their respective emission factors.

EHEE | 38
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Overview of Sustainability Reporting Frameworks

HEIFRS

Regulations

Reporting
Frameworks

Climate

Disclosure
\(mH(I ':‘a’ | FRS

Climate
Disclosure
Standards
Board

REPORTING
FOUNDATION

(*8) m 7 (R W q

SUSTAVINABLE ...PRI ' pm's'culil'i é‘ " 4“CDP

DEVE'LOPMENT AGREEMENT ;@: Global Goals DISCLOSURE INSIGHT ACTION
§ % GREENHOUSE l

GOALS ) &xcwouss 1Y

S&P Global

International sustainability
Reporting Framework

Set out the standards used to
company to report the topics
that are material to business.

Industry specific standard to
help companies select topics
that may impact their financial
performance.

Guidance to disclosing impact
of climate related risks.

Framework for reporting
environmental and natural
capital information (aligned
with TCFD).

Disclosure of environmental
information through
guestionnaire — ability to
benchmark against peers.

ESG Scores measure
companies’ performance on
key ESG risks and
opportunities, the quality of
their disclosures.

All
stakeholders

All
stakeholders

Investors

Investors and
financial
stakeholders

All
stakeholders

All
stakeholders

All
stakeholders
and investors

How business
impacts on
society

How business
impacts on
society

How business
impacts on
business

How business
impacts on
business

How business
impacts on
society

How business
impacts on
society

How business
impacts on
society

Environment,
Social, Governance

Environment,
Social, Governance

Environment,
Social, Governance

Environment,
Governance

Environment,
Governance

Environment,
Governance

Environment,
Social, Governance
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Key Global Trends in Sustainability Reporting

Sustainability reporting grows incrementally with an impressive 96% of the world’s leading 250 companies report
on sustainability, a rate likely to increase as new regulations on non-financial reporting is introduced.

= Less than half of the companies
96% =9 64% ¢ =

Of G250* companies report on Of G250 acknowledge climate change |B | Od ivers |ty |OSS
sustainability or ESG matters as arisk to their business

GRI, TCFD and SDGs

Form the most commonly used anchors for sustainability
reporting

49%

of the G250 acknowledge social elements Of N100* companies identif : HH
as arisk to their business, with Western material ESG tpopics U SUStaI nablllty

Europe as the leading region

0) Fewer than half of G250 companies
7 1 /0 have leadership level presentation for

Note: G250:World’s 250 largest companies by revenue based on the 2021 Fortune 500 ranking

Note: N100: Worldwide sample of the top 100 companies by revenue in 58 countries, territories and jurisdictions

Source: Big shifts, small steps (kpmg.com), KPMG Survey of Sustainability Reporting 2022

m © 2024 KPMG Phoomchai Business Advisory, Ltd., a Thai limited liability company and a member firm of the KPMG global organization Document Classification: KPMG Public 41
of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights

reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International



https://assets.kpmg.com/content/dam/kpmg/xx/pdf/2023/04/big-shifts-small-steps.pdf

Trend of Sustainability Reporting in Thailana

Thailand is among the top seven Asia Pacific countries that have sustainability reporting rates higher than 90
percent: Japan (100 percent), Singapore (100 percent), Malaysia (99 percent), South Korea (99 percent), Thailand
(97 percent), Taiwan (94 percent) and Pakistan (91 percent).

Top Seven Asia Pacific Countries’ sustainability reporting

| |
rates I |
B | |
100% 100% 100% 99% 99% 99% | =
b 0 0 97% 94% 930 N | I Thallﬂﬂd |
| — |
l 84% 91% 1
! * !
I 2020 2022 I
| |
e o o o o o e e e e e e o -

Securities and Exchange Commission in
Thailand mandates the listed
companies to disclose sustainability
reporting in the 56-1 One Report annual

Japan Singapore Malaysia South ! Thailand ' Taiwan Pakistan

Korea L. _ _ _! public filing effective from the financial
= 2022 = 2020 period ending 31 December 2021.

Source: Big shifts, small steps (kpmg.com), KPMG Survey of Sustainability Reporting 2022
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https://assets.kpmg.com/content/dam/kpmg/xx/pdf/2023/04/big-shifts-small-steps.pdf

implication of 56-10ne Report

06-10ne Report

@ Environment R social M covernance

5

SEC

Part 1. Business Operation

o « Environmental policy, target & » Social policy, target & management + Risk management — cover ESG risks,
1. Organizational structure management approach approach incl human rights, CG
. Risk management » Environmental performance, i.e. GHG, + Social performance related to employee, * MD&A — ESG impact associated with
energy, water, waste, pollutions customers, community, e.g. human business results

. Corporate sustainability

rights, labor practices

. Management discussion & analysis

a AW DN

. General information & other significant

information (dispute, auditor’s Mitigate Impacts to Stakeholders in Business’ Value Chain
renumeration)

Part 2: Corporate Governance

6. Corporate governance policy Sustainability/ESG @

7. Governance structure and significant performance
information of committees,
subcommittees, executive
management, employee and others

Alignment with
national and global
benchmarks

Alignment with

national and global
reporting frameworks

8. Significant results of corporate
governance

9. Related transaction

Part 3: Financial Statement

A weoET

GRI Standard Corporate Governance Report of Thai Thailand Sustainability

Listed Companies (CGR 2023) - Investment List (THSI
Category 2Role of Stakeholders and ( )

Business Sustainability

© 2024 KPMG Phoomchai Business Advisory, Ltd., a Thai limited liability company and a member firm of the KPMG global organization Document Classification: KPMG Public | 43
of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights

reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International




Gorporate Sustainability Gontentin 56-10ne Report

Corporate Sustainability

Sustainability policy
Management approach
Target/Goal (corporate level)
Key change CY/PY (if any)
Alignment with SDGs

Management of Impacts to
Stakeholders in Value Chain

Relationship with stakeholders through business’

activities (upstream & downstream)
Value creation along the value chain
Stakeholder identification

Stakeholders’ concern/interest and
corporate response

Mandatory for Listed Company

Management in
Environmental Aspects
GHG | Energy | Water | Waste |
Pollutions

Environmental policy & management

approach*

Target/Goal (short- & long-term)

Emerging risk/issue & key change CY/PY
(if any)

Plan and implementation, incl
improvement

Performance with CY/PY comparison*
GHG data verification **

Non-compliance/Breach (if any)

* Material issue(s)

Management in Social Aspects

Employee | Customer | Community

Social policy & management approach *
Target/Goal (short- & long-term)
Emerging risk/issue & key change CY/PY (if any)

Human rights management - risk and due
diligence process

Plan and implementation
Performance

Key change CY/PY (if any)
Non-compliance/Complaint

Dispute within 3 years

** By TGO-certified or internationally-recognized verifier. If under processing or data unavailable, specify current status with rationale.
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Reporting Standard & Framework- Guideline in Thailand

o SET

« The Stock Exchange of Thailand (SET) has continued to dmSuusenaan:idou
provide its annual sustainability report in alignment with aaakannSwaRkadsinalne
global sustainability reporting frameworks, including GRI
Standards, SDGs and IIRC’s Integrated Reporting.

« SET unveils Sustainability Reporting Guide for listed companies
together with ESG metrics for each industry group, covering
environmental, social and governance (ESG) material topics.

Industrials

« The ESG metrics guidance are 8 main industry sector; - aNCEs Gl st
including Agro & Food Industry, Consumer Product, Financials, '
Industrials, Property & Construction, Resources, Services,

Technology Technology

aaanannSwaiiUs:inAlny

Resources
aaenannswienas:inalny

Services
naananndwesrauszinalng

N

https://www.setsustainability.com/libraries/1119/item/SD_REPORTING
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Whatis TGFD and Whyitis Important ?

Whatis TGFD?

\/? — > The Task Force on Climate-related Financial Disclosures, or TCFD, is a global

R—— organization formed by Financial Stability Board (FSB) to develop a set of
recommended climate-related disclosures that companies and financial
institutions can use to better inform investors, shareholders and the public of
their climate-related financial risks.

Why TCFDis important ?

Climate change presents financial risk to the global economy.
Financial markets need clear, comprehensive, high-quality information
on the impacts of climate change. This includes the risks and
opportunities presented by rising temperatures, climate-related policy,
and emerging technologies in our changing world.




2022 TGFD Status
TCFD supporters around the world Am]rox 4,000

supporters in

101

jurisdictions
Number of TCFD Supporters

1,744

1,003 800
571 449

294 944

2018 2019 2020 2021 2022 YTD

Legend: . Financial Sector Supporters
. Other TCFD Supporters
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Core Elements of TCFD Disclosure

To help identify the information needed by investors, lenders, and insurance underwriters to appropriately assess and price
climate-related risks and opportunities.

P
3

Governance

Disclose governance around
climate-related risks and
opportunities

Recommended Disclosures:

a. Board’s oversight of climate-
related risks and opportunities

Management’s role in assessing
and managing risks and
opportunities

Strategy

Disclose the actual and potential
impacts of climate risks and
opportunities on your business

Recommended Disclosures:

a. Risks and opportunities
identified in the short, medium,
and long term
Actual and potential impacts on
the business, strategy, and
financial planning
Scenario analysis of impacts
including a 2°C scenario

Risk management

Disclose how you identify,
assess, and manage climate-
related risks

Recommended Disclosures:

a. Processes for identifying,
assessing and managing climate-
related risks

Integration of climate-related risk
into overall risk management



What are climate-related risks?

Climate Related Risk Climate-related risks are important to consider and to be addressed

due to their potential impacts on various aspects of our lives and

Legal and regulatory may lead to - Physical risks must be considered over time horizons. The bold

Acute risks that relate to more

rising costs from possible fines, strategies and actions should be taken to prevent potential hazards from
frequent or more severe one-off requlations or litigation . .
disruptions to companies from au S 9 S climate drivers.
extreme weather. 0 Reputational (e.g. brand damage, . . . . .

shifts in consumer preferences), - Transition risks will be incurred and pressure business to launch

Chronic risks that stem from _ proper policies for climate change. Too intensive or weak policies can
sustained greenhouse gas Technological (e.g. costs to

emissions leading to gradual transition to lower emissions accelerate the failure of climate adaptation and green washing.
changes in climate and technology).
precipitation patterns, and extreme
variability in weather patterns.

- Climate opportunities will be created when physical and transition
risks are managed. Potentially, climate opportunities can be reflected
in climate solution for example:

Market (e.g. changing customer
behavior).

- Electricity: Renewable energy & clean energy, such as solar PV,
solar thermal, wind, geothermal, and hydroelectric.

Climate-related opportunities

- Building: Retrofit building and sustainable materials for

Climate-related opportunities may also arise from both physical changes (e.g. construction.

warmer average temperatures allow new crops to grow) or transition changes (e.g. ) o o
developing new technologies to facilitate climate adaptation or participation in carbon - Transportation: EV, low carbon fuel for aviation and shipping.
market).

- New technology: green hydrogen, carbon capture storage.
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Example of Glimate Risk & Opportunity

Transition Risk

Physical Risk

Acute
A Inland
u : Heat wave
P floodin A
A Ing
A Strom (2)
- surges and T IP;EEZﬁ
” inundation se¥ze
Chronic

Sea level

Heat and r:
N water stress t--~ rise

/1N

;' Coastal
_:._k__ erosion &
[

KPMG

Higher
temperature

Regulation and
policy pressure

clo

N\

)
Shifting market
preferences

[

Financial Loss

]
v":t n
AN
Change in
investor sentiment

v

o

Cost of indirect
emissions

oo

Reputational risk

Opportunity

Adoption of low-emission

A _{
energy sources

|
N\,

Lo
f,_y‘.

Resource efficiencies
and cost savings

o

Ll

Elte

ko

Access to new markets

Building resilience
along the supply chain

Technologies for
Net-zero Emissions


https://assets.bbhub.io/company/sites/60/2022/10/2022-TCFD-Status-Report.pdf

The “hig three" Climate Disclosure Standards are Emerging

IFRS
Sustainability
Disclosure
Standards

= Released the first two IFRS set S1
and S2 in June 2023.

IFRS S1 require an entity to disclose
information about its “sustainability-
related risks and opportunities”
while the IFRS S2 focus on disclosure
of material information about “climate
related risks and opportunities”.

The standards are effective
beginning on or after 1t January
2024, but adoption on standard will
depend on local jurisdictions.

ource: ESG Reporting - KPMG Global

KPMG

European
Sustainability
Reporting
Standards

As part of the CSRD, the first set of draft
European Sustainability Reporting
Standards (ESRSs) were released and
disclosures will be required as early as
the 2024 reporting period.

The twelve ESRSs require companies to
provide information on:
Governance and strategy to address
material sustainability topics;
Impacts, risks and opportunities
arising from those topics; and
Quantitative metrics and targets.

L

US SEC .*

A
Climate Related ** ‘
Disclosure *"? *
Rules S "¢

4

On March 21, 2022, the SEC issued a
proposed rule that would enhance and
standardize the climate-related
disclosures provided by public companies
and proposed climate rule is currently
pending.

The proposal incorporates the concepts
and many disclosures of the TCFD
framework.

An effective date will remain open until
the SEC adopts the final rules.



https://kpmg.com/xx/en/home/insights/2023/03/esg-reporting.html

The global ESG Reporting Landscape IS Transforming

December 2021

The European Commission
published the first delegated act
on sustainable activities for the
first two environmental

April 2021

European Commission
adopts the CSRD
proposal requiring large
companies to report on
social and environmental
impacts starting in 2024.

]

]

1 March 2021 October 2021

| Sustainable Finance * GRI standards updated
1 Disclosure Regulations

November 2021

* IFRS Foundation announces the
formation of its global reporting
standardization initiative through
the ISSB.

* UK Financial Conduct Authority
releases Sustainability
Disclosure Requirements
discussion paper.

(SFDR) go into effect for
asset managers and financial
advisers operating in the EU.

objectives of the EU Taxonomy.

April 2022

= European Union issued the Corporate
Sustainability Reporting Directive
(CSRD) to support the European
Green Deal.

» European Financial Reporting Advisory
Board issues exposure draft of the
European Sustainability Reporting
Standard (ESRS) for public
commentary.

March 2022
US SEC announces
climate disclosure proposal

U.S. SECURITIES AND
EXCHANGE COMMISSION

July 2023

Adoption of the Delegated
Act on the first set of
European Sustainability
Reporting Standards
(ESRS) by the European
Commission.

European

June 2023

International Sustainability
Standards Board (ISSB)
issued its first two IFRS
standards.

Commission



IFRS Foundation Introduction BEGIFRS
1

The IFRS Foundation serves the public interest by developing globally accepted reporting standards that meet

investors and other capital market participants’ need for transparent and comparable information to make economic
decisions.

r - . . IASB vs. ISSB?
IFRS How ISSB fits in with reporting _ _ _
SERTENY) - -4 ESG disclosure frameworks * The Inte_rnatlonal Accountlng Standards Board (IASB) is
responsible for IFRS Accounting Standards.
A A » |[FRS newly announced International Sustainability Standards

Board (ISSB) for Sustainability Disclosure Standards.

The International Accounting
Standards Board sets
financial reporting rules that

The International Sustainability Standards
Board would give companies a unified
framework for reporting climate and other

most of the world requires sustainability risks that financial reporting Why announced ISSB?
companies to use. may not capture. . . .
'y » Corporate and investor demand for a unified ESG disclosure
There are many sustainability framework is prompting the creation of an international
ctandargs inoluding: sustainability board
L £ [The ISSB] should be a body thatlooks | Standardsincluding: y :
at sustainability more generally, really Global Reporting Initiative

: ; » The sheer number of sustainability reporting frameworks and
focusing on those factors — which could . ) . ) .
have a material effect on the value of a _ standards has led to confusion and inconsistent disclosure in
company and on jts future cash flows.”

: . the market.

Crocits Atigh s Climate Disclosure Standards Board = Corporate interest in voluntary sustainability reporting is
os: inable; . . rowing as individual countries explore mandatory disclosures.
S e arowing P Y

https://www.spglobal.com/esg/insights/new-global-sustainability-board-aims-to-cut-through-disclosure-confusion
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ISSB - Reporting Gontents

ISSB develops a comprehensive global baseline of sustainability
disclosures

. . General features
General Requirements for Disclosure it _

= General feature of reporting, including materiality

=  Four core content areas of reporting, including governance,
strategy, risk management, metrics and target Governance
* Practical guidance, including fair presentation of information e
Strategy

WCIFRS

Climate-related disclosure ==& |
It builds on four contents area with additional guidance as below Risk management
= Disclosure of risks, climate transition plan, and scenario

analysis Metrics and targets

= General and industry-specific metrics

pJepuej}s ajewl|d
so1do} Jayl0

Future proposal (Other topics)

Additional standards for specific topics are expected to develop in the future, e.g.
biodiversity, human rights etc.

Practical guidance

General standard

Source: https://assets.kpmg.com/content/dam/kpmg/xx/pdf/2023/05/issb-talkbook.pdf
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[FRS $1- General Requirements for Disclosure

h ‘ The objective of IFRS S1 is to require an entity to disclose information about its
ISER,,% “sustainability-related risks and opportunities” that is useful to users of general
e purpose financial reports in making decisions relating to providing resources to the entity.
IFRS*® Sustainability Disclosure Standard
Sustainability-related Financial Information IFRS S1 Core Content: Sustainability-related
risks and opportunities

* IFRS Sl requires an entity to disclose . Governance processes, controls and procedures
information about all sustainability-related risks the entity uses to monitor, manage and oversee

and opportunities that could reasonably be . i . "
expected to affect the entity’s cash flows, its sustainability-related risks and opportunities.

access to finance or cost of capital over the * Strategy for managing sustainability-related risks
short, medium or long term. and opportunities.

" IFRS S1 prescribes how an entity prepares and » Risk management to identify, assess, prioritize
reports its sustainability-related financial and monitor sustainability-related risks and
disclosures including: opportunities.

=  Fair presentation ,

Metrics and Targets: performance in relation to
its sustainability-related risks and opportunities,
including progress towards any climate-related
targets.

= Practicalities of reporting (reporting period,
consistency of data and information etc.

=  Source of guidance and effective date and
transition

International Sustainability Standards Board

Source:https://www.ifrs.org/content/dam/ifrs/publications/amendments/english/2023/issb-2023-c-basis-for-conclusions-on-ifrs-s1-general-requirements-for-disclosure-of-sustainability-related-
financial-information-part-c.pdf?bypass=on
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IFRS $2 - Glimate-related Disclosures

The objective of IFRS S2 is to require the disclosure of material information about

IFRS'

Sustainability

June 2023

IFRS S2

IFRS® Sustainability Disclosure Standard

Climate-related Disclosures

International Sustainability Standards Board

“climate related risks and opportunities”.

What information is required?

IFRS S2 applies to:

IFRS S2 Core Content: Climate-related risks

and opportunities

IFRS S2 applies to:
a.climate-related risks to which the entity is
exposed, which are:

a. climate-related physical risks; and

b. climate-related transition risks; and
b.climate-related opportunities available to the
entity.

Source: https://www.ifrs.org/issued-standards/ifrs-sustainability-
standards-navigator/ifrs-s2-climate-related-disclosures/

KPMG

Governance processes, controls and procedures
the entity uses to monitor, manage and oversee
climate-related risks and opportunities,

Strategy for managing climate-related risks and
opportunities,

Risk management to identify, assess, priorities
and monitor climate-related risks and
opportunities,

Metrics and Targets: performance in relation to
its climate-related risks and opportunities,
including progress towards any climate-related
targets.




Contents requirement of IFRS S1and S2 are structured arounc

TCFD piliars

(Alignment with TCFD Pillars)

Governance

Strategy

Risk
Management

Metrics and
Targets

Organization’s governance of
climate-related risks and
opportunities

Actual and potential impacts of
risks/opportunities on business,
strategy, and financial planning

»

Processes used for risk identification,
assessment and management

Metrics and targets used to
assess and manage risks and
opportunities

5

Climate Related

Disclosure

e Climate-related risks and

opportunities (Physical
risks and Transition risks)

« Transition plans

» Scenario analysis

Climate Related

Disclosure

» Cross-industry metric categories

Industry-based requirements
| 57



How and When Gould the Standards Affect You?

Mandatory Adoption

The standards are effective for annual reporting periods
beginning on or after 1 January 2024. Early application is
permitted.

However, adopting the standards is dependent on local
jurisdictions, so the first application date might be different for
companies around the world.

With strong support from IOSCO, a rapid route to adoption is
expected in a number of jurisdictions.

In some jurisdictions, the standards will provide a baseline

either to influence or to be incorporated into local requirements.

Other are likely to adopt the standards in their entirety.

ISSE Standards SSB Standards ISSB Standards
influence local adopted; no local adopted; local
requirements additions additions

Voluntary Adoption

Companies may choose to adopt the standards voluntarily.

Investors are increasingly willing to use their voting power to
drive transparency over sustainability-related matters,
including transition plans and their impact.

Investors have generally supported. the adoption of TCFD and
SASB standards in the past Therefore, they may be expecting
to adopt the standards quickly.

The ISSB brings the same focus, comparability and rigor to
sustainability reporting as the IASB has done for financial
reporting.

Access to
finance

Source: Get ready for ISSB sustainability disclosures - June 2023 (kpmg.com)

KPMG

Major ‘

shareholders

Shareholder
activists


https://assets.kpmg.com/content/dam/kpmg/xx/pdf/2023/05/issb-talkbook.pdf

WhattoDoNow ?

1. Understand the impact
» Research and understand current and emerging requirement.

* Understand when, where and how this will impact your company.

2. Determine what is material
» Determine which topics are relevant to report on.

» Decide what information is material about those topics.

3. Assess maturity Reporting
» Assess the maturity of processes, the control environment, data model and policies. transformatio

» Understand the current distribution of role and available knowledge and capacity.

4. Transform reporting

» Design the future stage of your reporting.

» Deploy your target operating model, including training as well as support for change management.

5. Get ready for assurance

» Assess the control environment, data quality and availability of sufficient documentation to support assurance.

» Rectify issues ahead of the formal assurance process.

Source: https://assets.kpmg.com/content/dam/kpmg/xx/pdf/2023/05/issb-talkbook.pdf

KPMG

Matenality
assessment

Maturity

o assessment



[FRS ISSB Adoptionacross the Globe

Several major countries, including Australia, Canada, Hong Kong, Japan, Malaysia, New Zealand,
Nigeria, Singapore and the UK, have shown interest in adopting the ISSB standards. Notably absent
from this list are EU member states. As part of the EU’s green new deal, the bloc has developed and
Is adopting European Sustainability Reporting Standards, or ESRS.

BE3IFRS

Sustainability

We continue to hear strong support for the
ISSB's Standards from regulators globally and

| commend the Brazilian Ministry of Finance
and Comissdo de Valores Mobilidrios for
providing clarity to companies and investors
in Brazil by setting out a clear roadmap
towards mandatory adoption.

| also want to thank our partners in Panama
for their hospitality this week and the steps they
are taking to introduce ISSB's Standards locally.

Emmanuel Faber
Chair, International Sustainability Standards Board

Brazil

The Brazilian Ministry of Finance and the
Comissao de Valores Mobiliarios (CVM) have
announced that the ISSB’s IFRS Sustainability
Disclosure Standards will be incorporated into
the Brazilian regulatory framework, setting out
a roadmap to move from voluntary use
starting in 2024 to mandatory useon 1

January 2026.




Communication SASB

STANDARDS

Now part of IFRS Foundation

|

I

: SASB standards enable organizations to sustainability disclosures about risks and

: opportunities that affect enterprise value.

I Focus/ Objective:

I < Industry-based standards, 77 different industry-specific SASB Standards for disclosure topics and
| performance metrics

I + Five dimensions of sustainability: Environment, Social Capital, Human Capital, Business Model and
I Innovation, and Leadership and Governance.

|

I cDPisa not-for-profit charity that runs the global disclosure system for investors, companies, cities, states and regions
to manage their environmental impacts by measuring and acting on their environmental impact.

Focus/ Objective

« CDP aims to incentivize and guide these key users on a journey through disclosure towards becoming a leader on
environmental transparency and action across three categories:

: T oabn A -
: Ih 2 : INCDP

Climate change Forests Water security

| 61
m Source; hitps://www.cdp.net/en/states-and-regions#5dbfad9259fe9f905dd91b1b9b5486db
Source: https://www.sasb.org/standards/
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Integrating
Sustainabilityinto
Internal Audlit




Why Embed Sustainability Considerations
In the Three Lines Model?

In a volatile and uncertain environment, efficient governance
structures and procedures are needed to fulfill goals, including
important sustainability issues.

It is critical that material sustainability issues are embedded into
business decision-making processes and that governance
mechanisms are in place to ensure effective oversight of risk
management and controls

— WBCSD COO Rodney Irwin
— President and CEO, The IIA Anthony Pugliese

Source: https://www.theiia.org/en/content/tools/advocacy/2022/embedding-esg-and-sustainability-considerations-into-the-three-lines-model/

KPMG



Embedding ESG in the Three Lines Model

The lIA’s Three Lines Model (2020)
1

The lIA's Three Lines
Model is a global resource
for successful governance.

It helps organizations

identify structures and

methods to best manage
risks and achieve

GOVERNING BODY

Accountability to stakeholders for organizational oversight

Governing body roles: integrity, leadership and transparency

! 1 ! 1

MANAGEMENT INTERNAL AUDIT

Actions (including managing risk) to achieve Independent assurance
organizational objectives

g
£
n
=
m
1
3
g
(w)
»n

First line roles: Second line roles: Third line roles: ) ] . .
Provision of Expertise, support, Independent and obJeCUVeS’ includi ng ESG-
products/services monitoring and objective assurance .
to clients; challenge on and advice on all related risks.
managing risk risk-related matters matters related to
the achievement
of objectives

KEY: IY\Accountability’ reporting \1, Delegation, direction, (—) Alignment, communication
: resources, oversight coordination, collaboration

Copyright © 2020 by The Institute of Internal Auditors, Inc. All rights reserved.

Source: https://www.wbcsd.org/Projects/Embedding-ESG-into-decision-making/Resources/Embedding-ESG-and-sustainability-considerations-into-the-Three-Lines-Model
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Embedding ESG in the Three Lines Model

Applving the model

Governing body

i

Structure, roles, and
responsibilities

Internal audit
Structure, roles, and responsibilities

* The most effective when it is adapted to align

with the objectives and circumstances of the :
o » * The governing body depends on reports from
organization. Three

. H Jation is structured and h Lines Oversight management, internal audit, and others to
e e

Oversight and assurance

S T B e e i assurance * Management provides valuable assurance on

deterr?]ine g g y Coordination planned, actual, and forecast outcomes, on risk.

) .and g « Assurance may also be drawn from external
alignment providers.

Management

Coordination and alignment

« Strong alignment of activities via cooperation, collaboration, and
communication is essential for effective governance.

* Through internal auditing, the governing body ensures that
governance structures and procedures are suitably structured.

Source: https://www.theiia.org/globalassets/site/about-us/advocacy/three-lines-model-updated.pdf
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Roles of Internal Audit in ESG

Internal Gontrol Considerations

COSO model
7 1

U
Control environment

Internal audit functions that
operate in conformance with
the IlIAs globally recognized

standards are well-positioned
to help their organizations
apply established, credible
internal control frameworks to
their ESG efforts.

itoring activi

Source: The Institute of Internal Auditors (“lIA”) in its White
Paper published in 2021 ‘Internal Audit’s Role in ESG
Reporting

Source: https://deliverybackbone.kpmg.com/collaboration/display/MTLDir/ICOFR+Trends+and+Hot+Topics?preview=%2F775338393%2F775338396 %2FIAER+ESG+Talkbook.pptx
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Roles of Internal Audit in ESG

Internal Gontrol Considerations

Completeness and accuracy of data
Policies and definitions of measurement
Homogeneity across process and definition
Governance structure

IT general controls

IT access controls

Data lineage

Review and approval

Support for assumptions and estimates

Source: https://deliverybackbone.kpmg.com/collaboration/display/MTLDir/ICOFR+Trends+and+Hot+Topics?preview=%2F775338393%2F775338396 %

KPMG

FIAER+ESG+Talkbook.pptx




Roles of Internal Audit in ESG

Potential considerations to reporting production process

Introduction of nonfinancial reporting into the financial reporting processes can bring a number of challenges.

Enterprise E— Technology

Human capital

: ESG corporate Ratings
Referentiall ——» management ) :
Business associates reporting agencies
High-level : : General ledger _
prgcess J Financial GL Project (e.%.,tESG Investors and lenders Board reporting
R ESG enterprise resource di t'a a
Reconciliations ——» planning ictionary) _ ESG plan to
Environment, health, Regulatory reporting perform analysis
Subledger e safety
Carbon accounting Customer surveys Financial Reports

.. CorporateSL ——— infrastructure (CAl)

ESG reporting integration considerations

Aggregation Report production Control framework

— New, nontraditional data sources — Aggregation — Varying frequency across “E,” “S,” — Certification and attestation may
(e, HR) — Financial and nonfinancial and “G” be required eventually

— Data owners not familiar with — Need to develop new, or expand — Varying consumers with different — Complicated case
reporting requirements existing, governance and literacy levels management process

— External data onboarding and ownership — Significantly different — Development and onboarding of
quality challenges — Multiple submission sources with reporting templates new controls with testing

potential duplication

Source: https://deliverybackbone.kpmg.com/collaboration/display/MTLDir/ICOFR+Trends+and+Hot+Topics?preview=%2F775338393%2F775338396 %2FIAER+ESG+Talkbook.pptx

KPMG



KPMG's Sustainability Audit Methodology 8

A company’s internal audit activity should also go beyond simply
identifying risks to include identifying root causes, potential risk
management strategies and preventive controls, as well as
ensuring that governance, risk management and internal controls
are operating effectively throughout the organization. In order to
so, they can rely on KPMG’s Sustainability Audit Methodology.




KPMG's Sustainability Audit Methodology

—_—

internal Audjs

— Definition of
values & strategy
iagemeant
ceholder ans B ustamability &

& budget ) oral change

— Regular and freguent traming &
communcation

Labor practices Environment Operating practice

© 2024 KPMG Phoomchai Business Advisory, Ltd., a Thai limited liability company and a member firm of the KPMG global organization Document Classification: KPMG Public 70
of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights

reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International



KPMG's Sustainability Audit Methodology

In order to facilitate an assessment of the organization's maturity, the elements of the sustainability audit methodology are evaluated
based on the criteria as following:

The presence are appropriately
aggregated, clearly described

and understandable
in the context of the
requirements of the
applicable framework.

Presence

The level of quality

Quality IS meet expectation.

Consistency in  A5595
comparison with R(AN Consistency
other measures

The degree of

implementation
throughout the
organization.

Implementation




Roles of Internal Audit in ESG

Position of Internal Auditor

Management teams across organizations are recognizing the opportunities and risks ESG presents. This includes the due-diligence
required to integrate ESG measures across any organisation. To make informed decisions, directors must have reliable assurance on the
effectiveness of ESG management, including ESG governance, risk assessment, KPI monitoring and reporting. That assurance should

come from internal audit.

Assurance Advisory

@ BUILD AN ESG CONTROL ENVIRONMENT

Advise on developing specific internal controls for ESG
reporting

REVIEW REPORTING METRICS FOR RELEVANCY,
ACCURACY, TIMELINESS, AND CONSISTENCY

REVIEW REPORTING FOR CONSISTENCY WITH ‘@/’ RECOMMEND REPORTING METRICS
FORMAL FINANCIAL DISCLOSURE FILINGS. Provide insights into the kind of data that accurately
reflects relevant ESG efforts within the organisation.

R

CONDUCT MATERIALITY OR RISK ASSESSMENTS ON .

@ ESG REPORTING il ADVISE ON ESG GOVERNANCE

v Understanding on how ongoing ESG efforts or public Provide guidance on ESG governance because of its holistic
commitments to reaching ESG goals can rise to the level understanding of risk across the organisation.

of materiality.

INCORPORATE ESG INTO AUDIT PLANS.

.

Source: https://global.theiia.org/about/about-internal- auditing/Public%20Documents/White-Paper-Internal-Audits-Role-in-ESG-Reporting.pdf

KPMG



Why Internal assurance in ESG is so Important

Accelerating ESG compliance

— To ensure with the ESG compliance with
regulator such as BOT, SEC

— Validation is required on climate disclosures
and in a number of other country disclosures

— Assurance will become best practice as ESG
progress and reporting evolves

— There are other areas of ESG not yet covered
by the SEC,; this could easily change

Reliance by Stakeholders

— Stakeholders and analysts will continue to rely on
SD report to compare companies on ESG areas
outside of mandatory disclosures

— If stakeholders rely on that information, companies
will need to put some diligence into validating what
they put out publicly or face consequences

— Stakeholders will include investors, regulators,
customers, vendors, lenders, etc

Source: KPMG ESG In Internal Audit 2022

KPMG

Internal Assurance

On ESG

Board and Executive leadership confidence

— Boards and Executive leadership are going to be
asked about their strategy and goals involving
ESG and progress towards those goals

— Assurance will be needed in order to give boards
and management the confidence to speak to
company progress with some degree of evidence
supporting what is said

Gaps in other compliance areas

— ESG disclosures cover much more than just
climate change and GHG

— These additional areas may already be subject to
compliance and disclosure rules in the region or
locality of the entity




HighLevel Questions toIA

s the Board equipped and presented with the right information to adequately evaluate and oversee the ESG
aspects of the company’s strategy?

Has the company identified and assessed all ESG-related risks and issues that are material to the business?
@ Are there clear ownership and accountability assigned within the company to oversee material ESG issues?

Are ESG drivers incorporated into the company’s performance evaluation and management?

ls the company'’s reporting transparent to clearly articulate the influence of ESG issues on strategy?




Our Approach to Audit Planning

Step 1: Strategic

Analysis

Step 2: Enterprise Risk
Assessment

Step 3: Internal Audit
Plan Development

Step 4: Internal Audit
Execution

Step 5: Reporting

Understand and gather
information relevant to
the Company’s
sustainability process
and strategies

Gain an understanding
of the entity and its
control environment of
sustainability process
by conducting
interviews with key
management and other
relevant personnel;

Identify and assess the
strategic or significant
risks to the Company
sustainability’s
process/objectives and
reliability of data
collection

The risk rating from the
Enterprise Risk
Assessment will be used
in the creation of a risk-
based internal audit plan
for the organization. The
timing of the processes
to be audited will be
sequenced according to
the risk rating i.e. high
risk processes will be
audited before lower risk
processes.

Perform the business
process review, creation
of the audit program, and
execution of internal
audit work using ESG
framework for IA.
Execution also includes
validation and testing of
controls and
documentation of issues.

The deficiencies,
weaknesses and/or non-
compliance of controls
from the completion of
the strategic, process,
and internal audit
execution phase of the
audit work will be
reported to management.




Internal Audit Programme

Auditing ESG Risks

It is essential that Internal Auditing identifies the specific risks of each ESG pillar and establishes a specific approach towards
work. When assessing ESG-risks, organizations should think beyond the ‘traditional’ reputational risks. Issues and malpractices
related to ESG can pose environmental, compliance, financial and reputation risks that can severely damage the company.

e
01 ® 02

il

03

AUDITING GOVERNANCE RISKS
Governance in this sense includes those
aspects related to the organization’s internal
structures, policies, decision making
processes and how these factors
reverberate with stakeholders.

Examples include :

» Governance structure and responsibilities

AUDITING ENVIRONMENTAL RISKS AUDITING SOCIAL RISKS

Many organizations must include the Social risks are driven by numerous
risks associated with the transition to a factors, including care for and contribution
sustainable economy and the measures to society and the promotions of positive

taken to deal with these risks. Impacts in stakeholder communities.
Examples include : Examples include :
» Climate risks. Diversity and equality.
* Environmental risks. Providing value to society.
» Environmental management. Innovation.
Human resources management.

Health, safety and wellbeing of
employees.

Training

» Stakeholder expectations.

+ Strategy, Risk Management and
Investment.

* Internal regulatory framework and
Information systems.

Source: https://home.kpmg/be/en/home/insights/2021/04/rc-have-you-considered-auditing-your-organization-sustainability. html
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Internal Audit Programme

Example 1: Embedding ESGin the Internal Audit

Internal Audit of Procurement :

Standard
scope control objectives:

. All suppliers are pre-approved

. Key contracts are tendered by min of 3
suppliers

. A Procurement Committee approves all
long term contracts

. All goods are receipted prior to payment

. Supplier performance is monitored with
KPIs

Extend scope toassess the ESG
control objectives:

. Supplier terms and conditions are agreed to
ensure compliance with the relevant
regulations (i.e. child labour, anti-human
trafficking, forced labour)

P

. The procurement policy is aligned with our
net carbon zero objectives.

. Supplier terms incorporate KPIs to enable
the business to measure, minimise and
report freight miles on supplies.

. All supplies are delivered in recycled
packaging




Internal Audit Programme

Example 2: ESG Focused IAReview

Internal Audit of ESG Reporting Framework :

02

The framework and 04

objectives were + The metrics are reporting
communicated to all staff on a regular basis to

01 senior management. 05
Remedial action has

been taken when adverse

metrics are identified.

Data collected to measure
the metrics is complete and
accurate.

* ESG reporting framework
has been developed to meet
the requirements of all
internal and external

stakeholders
ESG Reporting Framework 03
was approved by the Board.

The framework includes metrics which
are aligned with corporate strategic

objectives to manage ESG ; net zero,
waste (kg) and freight (miles), modern

slavery, living wage standards and
health and safety standards.



Examples of Audit Approach of Environmental Risks

é Environmental management

Subject Matter Audit Approach

* Distinguishing * Absence of a long-term - Verify the existence of an approved strategy
between greenhouse strategy aligned with the communicated to senior management

gases and pollution company business
emissions

* Absence of a specific + Verify that the strategy is included in the
‘ deployment plan that is road map, action plans and objectives set
integrated in the activity. are specific and measurable.

650

« Confirm that there are intermediate targets
that enable any deviations to be detected.

Source: https://auditoresinternos.es/uploads/media_items/220221-internal-audit-and-esg-criteria-la-f%C3%A1brica-de-pensamiento.original.pdf

KPMG



Examples of Audit Approach of Social Risks
Subject Matter

Source: https://auditoresinternos.es/uploads/media_items/220221-internal-audit-and-esg-criteria-la-f%C3%A1brica-de-pensamiento.original.pdf

KPMG

Diversity and « Discrimination leads to
equality reputational damage and
talent drain.

« Weak vendor due diligence
program or processes can
lead to indirect criminal
liability for organizations.

* Weak vendor due diligence
program or processes can
lead to indirect criminal
liability for organizations.

Audit Approach

Assure that an approved code of ethics that
covers diversity issues is published

Evidence the approval and publication of
policies promoting work life balance.

Assure the existence of due diligence
process for Human Rights.

Review onboarding process for new vendors
or suppliers that include acceptance of ethics
code covering social and environmental risks.
Review evidence for ethics training given to
vendors.

Verified the compliance of the strategic plan
and goals in the longer term related to ESG
matters and associated indicators.



Examples of Audit Approach of Governance Risks

« Strategy, Risk ESG strategy and goals are not
Management and
Investment

defined.

ESG strategy is not aligned to
global or other strategy

o0 0
“Il' ESG risks are not considered

when establishing the company’s
strategy.

ESG strategy is not fluidly
communicated.

Audit Approach

Verify that specific and strategic ESG goals have
been set and published, including Key Performance
Indicators (KPIs).

Review design and effectiveness of KPIs.

Verify that ESG strategy is consistent with other
strategies.

Verify assessment of new trends in sustainability to
identify risks.

Verify disclosure of ESG strategy to stakeholders.

Source: https://auditoresinternos.es/uploads/media_items/220221-internal-audit-and-esg-criteria-la-f%C3%A1brica-de-pensamiento.original.pdf

KPMG



Examples of ESG Internal Audit Approach

Key Performance Indicators for ESG Internal Audit

Focusing on the added value generated by internal audit activity for both internal and external stakeholders.
Each of stakeholder groups have different requirements and interests in terms of the performance and
perceived value of internal audit and may therefore require different KPIs. The examples performance
indicators of interest to each stakeholder group are following ;

External stakeholder’s view.

+ Indicators of the independence of ESG )
internal audit. Internal Stakeholder’s views :

Percentage of ESG high-risk audit covered « Materiality of audit findings to helps management
each year. understand the ESG issues.

Results of internal quality assessments. * Changes to processes resulting from implementing
ESG internal audit recommendations.

» Cost savings generated by implementing internal
audit recommendations.

» Percentage of ESG audits completed versus those
planned and budget.

Number of repeat findings.

Source: https://auditoresinternos.es/uploads/media_items/220221-internal-audit-and-esg-criteria-la-f%C3%A1brica-de-pensamiento.original.pdf

KPMG
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Roles of Internal Audit in ESG

summary

As the third line within organisations, the Internal

Auditor is well-positioned to support companies in their ESG
efforts in providing objective insights, assurance and advice

and can play an integral part to their ESG response

The Internal Auditor should view ESG hO“StiCé\”y,

assessing the feasibility and credibility of the company’s
strategy and objectives, screening its due diligence
procedures, evaluating the quality of the ESG policies and
procedures, and in particular, verifying whether the ESG
culture of the organization is sufficient. Internal audit should
examine these aspects at both an operational and

strategic level, across different departments.
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Key Takeaway
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« Understand sustainability and ESG in big picture and
way to implement in organizations

« Comprehend the sustainability management
throughout the process

» Facilitate ESG risks and megatrends in the fast-
changing landscape

 Enable to embrace sustainability management
standards into particular process in the future

 Three Lines Model through ESG lens
o Governing body
o Management (15t and 2" line)
o Internal audit (3" line)

Positions and roles of internal audit (Assurance and
Advisory)

« ESG internal audit methodology and approach
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