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Sustainability and ESG: What’s the Relationship?

=

Sustainability Environment, Social,

Meeting our current needs without Governance (ESG)
compromising the ability of future The programs, practices and factors used to

generations to meet their needs evaluate sustainability practices, identify risks, and
provide performance data

@5» Tomorrow @5» Environment & Society

ESG metrics enable organizations to measure their impacts on sustainability
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How Did We Get Here?

Environmental & EHS Management & Climate and ESG
UNSDGs established / Paris

Safety Compliance Beyond Compliance

EPA, OSHA/ NEPA, CAA, EHS management systems / ISO Q%fri?;?éé IiErﬁoGriasipr:]OaanCahgement
CWA, OSHA / Corporate 14001 / EHS data and metrics / 1st strategies and plans / physical and
Social Responsibility (CSR) Executive Order on Environmental transitional climate risk / supply
coined Justice chain risk

1980s 1990s

Sustainability CSR Embraced by

Brundtland Report “Our Companies

Common FUtE’"e"_/ “Sustainable UN Principles for Responsible Investment
Development” coined (PRI) / carbon footprint, carbon neutral

and greenwashing added to the Oxford
English Dictionary / ESG coined
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The in -SG - " nvironmental

Climate change and greenhouse gas (GHG) emissions (carbon and
methane) of operations and of the supply chain

Energy efficiency using sustainable practices
(renewables, battery storage and electric vehicles (EVS))

Life Cycle analysis — addressing upstream and downstream impacts
— product stewardship

Waste reduction, recycle and reuse

Reduce water usage, materials usage and conserve resources —
support biodiversity
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The in ESG - Social Factors

Human rights (e.g. in the supply chain)

Social sustainability goals (SDGs)
(no poverty, zero hunger, good education and gender equality)

Working conditions (including modern slavery, child forced labor,
psychological safety and discrimination policies)

Employee relations and Diversity, Equity & Inclusion (DEI)

Local, minority and indigenous communities
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The “G” in ESG - Governance

Workplace policies
(anti-bribery and corruption and anti-money laundering policies)

Board diversity, size, structure, independence, quality & experience

Shareholders’ rights

Executive and director pay

Political lobbying and donations
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UN Sustainable Development Goals (SDGs)

NO ZERD GOOD HEALTH QUALITY GENDER CLEAN WATER
POVERTY HUNGER AND WELL-BEING EDUCATION EQUALITY AND SANITATION

titit | n' v

DECENT WORK AND INDUSTRY, INNOVATION 1 0 REDUCED SUSTAINABLE CITIES
ECONOMIC GROWTH ANDINFRASTRUGTURE INEQUALITIES AND COMMUNITIES

1 RESPONSIBLE
CONSUMPTION
AND PRODUCTION

QO

CLIMATE LIFE BELOW LIFE PEACE, JUSTICE PARTNERSHIPS
1 ACTION 14 WATER 1 5 ON LAND 16 AND STRONG FOR THE GOALS é“ "}‘
INSTITUTIUNS = =
a
THE GLOBAL GOALS

For Sustainable Development

Adopted in 2015 as a universal call to action to end poverty, protect the planet, and
ensure that by 2030 all people enjoy peace and prosperity.
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ESG Ecosystem Map

Framewark
Developers

ESG

Ecosystem

Who’'s Who in ESG Reporting:

* Framework Developers

« Standard Setters

« Assurers

« Data Providers: Market

« Data Providers: ESG-Exclusive

« Data Providers: Specialized

« Voting and Engagement
Services

« Broader Coalitions and
Initiatives

« Investor Coalitions and
Initiatives

World Economic Forum, https://widgets.weforum.org/esgecosystemmap



Why ESG Matters

Increasing focus from
governments and regulators

on mandatory ESG reporting and
disclosures, creation of ESG
benchmarks and indices

9 Rise of ESG investing;
more ESG/sustainable investing,
ESG screening and higher returns,
maintaining shareholder value

Good business sense;
implementing best practice,

delivering competitive advantage
and maximizing returns; increases
employee retention
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eEthicaIIy the ‘right thing to do’;
increased scrutiny/public pressure
from lobby + campaign groups;
lack of action can be PR disaster

Brand & positioning;
many clients, investors and other
stakeholders want to do business

with companies who have ESG at the
heart of their organization

Numerous challenges:
data availability/consistency/reliability;
time; expertise; stakeholder expectations

vary; lack of alignment internationally;
lack of harmonization in industry
frameworks/standards eedes




Stakeholders and Their Expectations

Agencies, Requlators, Policymakers
EPA GHG Reporting, SEC Proposed Rule

Customers, Clients

Sustainability and ESG reports, improved carbon 3 COm pany
footprint and resource use, content labels

(0] 3
Investors, Lenders, Insurers \ Ind ustry

Transparency, reputation, continuous
improvement

Communities, Indigenous Peoples, Employee
Human rights, equity, environment, climate

STAKEHOLDER GROUPS
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Meeting the ESG Stakeholder Challenge

©) Y

Who is your Which metrics What targets Demonstrating How do you Who owns

audience? to use? to set? progress address ESG setting and
toward targets “cost” + ROI? achieving goals

[reporting?

o M
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When Green Claims Can Raise a Red Flag

A

« Unsubstantiated or
under-substantiated ESG
claims OR

« Claims that arguably
over-state/misrepresent a
company’s ESG credentials
can present litigation
concerns
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A

 Third party certification may

not be a defense.,

No lofty goals without a
credible path to getting there
even if decades away.
Representations that are not
backed by diligence that can
be cited to support the
claims can potentially be
actionable.




Common Causes of Action

» Fraud/misrepresentation claims

» State consumer
protection, unfair
competition/deceptive
trade practices and
false advertising
statutes

» Shareholder derivative suits

» Actions by competitors or
consumer protection groups
through third-party regulatory

» Contract, warranty and organizations (e.g., BBB's
unjust enrichment National Advertising Division)

claims
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Existing Programs Can Support ESG Programs

Compliance

Environmental permits, regs,
recordkeeping, reporting

Air emissions management
Water quality management
Employee and contractor safety

Health and safety regs,
recordkeeping, reporting

Audit programs
Human rights policies

Government contract
requirements

Risk Management

Physical and transition climate risk
identification and management

Materiality

Stakeholder requirements:
investors, lenders, insurers,
customers, clients, communities,
employees, regulators, policy
makers

Cyber security

Supply chain, purchasing
processes

SEC rulemakings

Hiring practices, employee benefits,
diversity

International Standards

ISO 9001 Quality Management
System (QMS)

ISO 14001 Environmental
Management Systems (EMS)

ISO 14005 EMS for small and
medium-sized enterprises

ISO 45001 Occupational Health
and Safety Management System
(OHSMS)

ISO 50001 Energy Management
standard




Building an ESG Program

Research industry trends,
transition risks, etc.

Identify existing data sources,
management systems, key
personnel

Conduct materiality assessment
Discover stakeholder demands

Review rating reports

Benchmark peers re. disclosure
transparency

Define goals, leadership roles,

disclosure structure
ESG

Track performance, Prog ra m Assess existing data systems and
progress, metrics data quality

Audit Evaluate data and systems
Disclose key performance ‘ through a risk management lens
data Refresh materiality assessment
Adjust goals, roles, IMPROVE Conduct gap assessment

implementation

Develop and Implement realistic action plan
Commit resources Establish metrics
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Actionable Steps Companies Can Take

>
>
>
>
>
>

ESG is not a silo: involve entire organization

Engage in adding value for stakeholders

Know where your competitors are aiming & know how you're perceived
Create short-term initiatives that incrementally drive long-term performance
Understand and capitalize on the value of existing data and programs

Substantiate claims with measurable, reliable data that pertains specifically to the claim
you are making (or rather, the claim relevant stakeholders ¢A/ink you are making)

v

No “set it and forget it”
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ESG Glossary

CCS: Carbon Capture and Storage
DEI: Diversity, Equity & Inclusion
ESG: Environmental, Social, Governance

GHG Protocol Standard: Corporate carbon accounting
and emissions reporting for Greenhouse Gas Emissions

GRI: Global Reporting Initiative
ISSB: International Sustainability Standards Board

Net Zero: Greenhouse gas emissions are at 0% (usually
stated as a goal attained by a certain year).

SASB: Sustainability Accounting Standards Board
UNSDGs: United Nations Sustainable Development Goals

TCFD: Task Force on Climate-Related Financial
Disclosures

UN Global Compact: United Nations Global Compact

GHGs: Greenhouse Gas Emissions

Scope 1: Direct emissions from sources owned or
controlled by a company

Buildings, vehicles, and equipment (e.g., boilers)

Accidental or fugitive emissions from chemical
leaks and spills

Used emissions

Scope 2: Indirect emissions, usually from utilities

Electricity, steam, heat, and cooling processes in
buildings and production.

Purchased emissions

Scope 3: All other emissions associated with a company’s

activities

Business travel
Employee commuting

Waste generated in operations (e.g., waste
disposal)

Transportation and distribution tied to suppliers
and customers

Capital goods, investments, and franchises
Leased assets
Catch-all or other emissions




Contact Information

Director, ESG Senior EHS and
Peabody Sustainability Consultant
Geosyntec Consultants
sanderson2@ susan.brodie@
peabodyenergy.com geosyntec.com
314.342.7855 630.292.1304
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Partner
Bryan Cave Leighton
Paisner
erin.brooks @
bclplaw.com
314.259.2610

Partner
Bryan Cave Leighton
Paisner
steve.poplawski@
bclplaw.com
314.259.2610
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Geosyntec® LEIGHTON
consultants PAISNER

This document provides a general summary and is for information/educational purposes only. It
/s not intended to be comprehensive, nor does it constitute legal advice. Specific legal advice
should always be sought before taking or refraining from taking any action.
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