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Foreword

Businesses play an important role in the sustainable development of economies. Stakeholders today are focusing on and
monitoring the commitment levels and performance of corporates towards their environment, social and governance (ESG)
goals. They seek transparency and accountability in business practices and a thorough alignment of business objectives to
social equity and environmental stewardship.

The increasing emphasis on ESG transformation across the globe has led to the development of ESG regulations and
standards. In India, governing bodies like the Ministry of Corporate Affairs (MCA), the Securities Exchange Board of India
(SEBI), the Central Pollution Control Board (CPCB) and the Ministry of Environment, Forest and Climate Change
(MoEFCC), have laid down several guidelines and regulations which are specific to the Indian market. Companies must
comply with ESG regulations based on the jurisdiction in which they operate.

These regulations and stakeholder expectations have pushed companies to embrace ESG aspects in their business
strategy. As a result, board of directors (BoDs) around the globe have recognised ESG as an important agenda for
boardroom discussions.

Confederation of Indian Industry (Cll) and PricewaterhouseCoopers have collaborated to develop an 'ESG guidebook and
ready reckoner for boards of directors’ under the aegis of the Cll Corporate Governance Council. This guidebook provides a
practical, step-by-step reference to ESG and sustainability strategies based on leading global practices

and frameworks.

For a significant number of Indian corporates, integrating all the guidelines, regulations and adhering to the reporting
standards consolidated into the ESG report, may require guidance and support. In view of this, the guidebook provides an
overview of ESG concepts and helps the reader understand the ESG ecosystem and delves deeper into the reporting
fundamentals. The guidebook provides the BoDs with actionable insights to implement requirements in their organisations. It
also includes an ESG ready reckoner with a checklist that acts as a manual to verify whether an organisation complies with
the regulatory requirements. With this guidebook BoDs will be equipped in identifying risks and opportunities related to ESG
and re-align their organisational purpose, vision-mission statements to integrate ESG as a key pillar of their growth strategy.

This guidebook is a practical step towards realising CllI’'s mission and PwC’s purposeful vision of creating a community of
solvers who come together to solve some of the business world’s most important problems. We hope that the readers will
play a key role in creating a thriving and sustainable society.
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Key objectives of the guidebook

Organisations play a significant role in sustainable development; therefore, it is important that businesses make accurate,
transparent, measurable, comparable and verifiable disclosures of their sustainability performance. Such disclosures are
broadly classified as non-financial reporting related to the ESG aspects of corporates.

While the focus is on disclosures, corporates also need to invest a substantial amount of effort in terms of strategy
alignment, policy development, governance, risk management, process implementation and capacity development in order
to push the needle from being compliant to leveraging sustainable development to gain a competitive edge in the dynamic
business world.

Without comprehensive knowledge of ESG principles and know-hows of incorporating ESG goals into the organisational
framework, the expected benefits of the ESG mandate and guidelines for organisations and their stakeholders can be
difficult to achieve. This guidebook aims to help Indian businesses in adopting ESG within the organisational structure,
processes and performance.

The key objectives of the guidebook are to:

align a step-wise approach
towards integrating sustainability
as part of business strategy

detail the importance of a
strong governance system to
supervise ESG practices

highlight the importance
and benefits of ESG
internally and externally

understand the ever-changing
global ESG landscape and
regulatory mandates in India

provide a simple, comprehensive,
fit-for-purpose, step-by-step process
to embed ESG practices.
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1 Introduction

Understanding ESG for organisations

Human endeavours towards economic development and
financial profitability have affected the geographical and
intergenerational equity of societies and become a
hinderance for inclusive development. The increase in
population, higher income levels and technological
advancements have led to the excessive use of natural
resources at a scale which is not sustainable.

Numerous human-made systems, including those related
to agriculture, extraction, production, storage,
transportation and consumption operate and thrive at the
expense of natural systems. Global consumption
patterns drive the supply of resources from one location
to another at a rate which exceeds the regenerative
capacity of the planet's natural system. Therefore, a
balanced, transparent, equitable and inclusive model of
development is essential for sustaining the society,
planet and economy.

ESG are the three pillars which are reshaping the way
organisations conduct their business in an ever-evolving
business landscape. Climate change, scarcity of natural
resources and air pollution are examples of the

E of ESG; while S includes social issues such as working
conditions, product safety, human rights and data
security, and G refers to governance issues such as
ethics, board diversity, executive compensation and tax
transparency.

A robust governance will not only have positive impacts
internally but also ensure effective policies which could
reduce environmental impact. These environmental
policies in turn will create a lasting impact on the social
aspects of the community. Subsequently, well-rounded
social policies that leave a lasting impact on employees
and communities will lead to positive company culture, a
sign of good corporate governance.

ESG looks beyond the financial indicators of the
company by considering the impact of non-financial
indicators on the overall business. ESG metrics help
investors and other stakeholders understand and assess
a company’s environmental footprint and social
performance. They also help analyse the impact of social
and environmental factors on the company, and its
relationships with stakeholders and internal governance
mechanisms to manage these factors. The investor
community is becoming increasingly interested in the
ESG aspects and the risks and opportunities related to
investee entities’ value creation potential.
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Businesses are an important part of the financial,
economic, environmental and social systems and are
equally impacted by the changes in these systems. For
example, carbon emissions from business operations
which contributes to climate change can result in natural
calamities such as heat waves or floods which can
impact the business. Embracing ESG with the purpose of
solely adhering to mandates will only be beneficial in the
short run. Adopting ESG practices in a holistic manner
where businesses contribute and invest in the
community and the environment will reap long-term
benefits related to customer loyalty, reputation and value
creation. This interconnectedness reflects on the idea
that responsible actions lead to mutual benefits.

The ESG ecosystem

ESG practices of an organisation can impact several
stakeholders, including investors, customers, suppliers,
employees, regulators, rating agencies, media,
government and society. The expectations of
stakeholders from a company’s ESG practices and
performance is a key consideration when they develop
and implement their ESG strategy while monitoring and
disclosing their ESG performance. Figure 1 provides a
brief description of the driving forces for various
stakeholders and the benefits of stakeholder integration.




Figure 1: Key stakeholders in the ESG ecosystem

Key stakeholders

Investor interest Supplier

collaboration

Key driving force

Customers are
becoming important
drivers for enhanced
ESG performance of
the products and
services. Improving
the ESG
performance of
products and
services has the
potential to drive the
economic system
towards a more
sustainable method
of production driven
by sustainable
consumption.

Suppliers are also
expecting to

Driven by
government
commitments and
international
conventions,
regulators across
the world are
reinforcing ESG
compliance and
disclosure. This
intensified regulatory
pressure is a key
consideration for
enhanced
disclosures on ESG
to exercise strong
governance on the
ESG performance
of corporates.

Investors expect an
investee company to
provide disclosures
on its material ESG
topics so that they
can take informed
investment
decisions.
Disclosures on how
a company
considers, manages
and governs ESG
risks and
opportunities can
help investors in
assessing its

future value.

customers to
improve the ESG
performance of the
entire value chain.
With increasing

chain-wide ESG
performance
improvement driven

collaborative
initiatives between
suppliers and

taken up.

collaborate with their

expectation on value

by regulations, many

customers are being

Employees expect
their companies to
make a positive
impact on the planet
and society and
prefer to associate
with purpose-driven
organisations.
Implementing ESG
practices, thus
become a talent
attraction and
retention tool for
organisations. The
new workforce is
aware of the
impending risks of
unsustainable
consumption and is
taking an active
interest to mitigate
its negative impacts.

Benefits of a multi-stakeholder consideration approach

Better ESG
performance in
products and
services helps
attract conscious,
and sustainable

Companies are able
to meet the
regulatory
expectations across
the value chain,
improve supply

ESG disclosures
driven by regulatory
pressure can help
organisations in
demonstrating
robust governance,

Organisations have
increased investor
confidence, and
better access to
capital by managing
and disclosing their

accountability climate and consumers and chain traceability
and build ESG risks. help in better and build a resilient
stakeholder trust. market positioning. and responsible

supply chain.

Source: PwC analysis
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Attracting and
retaining top talent,
enhancing employee
satisfaction and
having an engaged
new generation
workforce helps

in achieving
operational
efficiency.




Global developments

The ever-evolving landscape of ESG is reshaping corporate strategies, driving sustainable growth and influencing
investment decisions worldwide. Given below is an overview of the major ESG developments over the years:

2000, The Carbon
Disclosure Project®

Established with an intention to support
companies in disclosing their climate
impact through an environmental
disclosure framework. Primarily focused

1997, The Kyoto Protocol,
Kyoto, Japan*

An international agreement with the on carbon emissions, CDP’s focus areas
2 ’
1987, Brundtland Report aim to reduce and control now include forests, supply chains,
The World Commission on emissions of the main climate and water.
Environment and anthropogenic (human-emitted)

Development published a greenhouse gases (GHGs),
report ‘Our common future’ specifically aimed at industrialised

developing the quidin countries in ways that reflect
.V . ping gm' g underlying national differences in

principles of sustainable S
devel t Itis oft ited GHG emissions, wealth and

eve qpmen ) 'Sf 'en cite capacity to make the reductions.
asa plo.nfaer in de |n|ng and It set legally binding targets for
popularising the definition developed countries.
of sustainability.

1992, The Rio Summit, Rio de
Janeiro, Brazil®

Focused on sustainable
development, a global action plan, 1999/2000 The UN
Agenda 21 was adopted. A key Global Compact?®
achievement was the establishment
of the United Nations Framework
Convention on Climate Change

1972, United Nations
Conference on the
Environment in
Stockholm, Sweden’

A United Nations pact aimed at
uniting business and firms
worldwide to adopt sustainable

The Stockholm Declaration (UNFCCC) established as an and responsible policies and
with its 26 principles, created international environmental treaty to report their implementation
global awareness on the link combat ‘dangerous human It focused on ten principles.in
between economic growth, interference with the climate areas of human rights, labour
pollution of the air, water, system’ and to stabilise greenhouse environment and anti-,corrupti,on
oceans and the weII-being of gas concentrations in )
people around the world. the atmosphere.

' https://www.un.org/en/conferences/environment/stockholm1972 ® https://www.cdp.net/en

7 https://www.unpri.org/

2 https://sustainabledevelopment.un.org/content/documents/5987our-common-future.pdf

3 https://www.un.org/en/conferences/environment/rio1992 8 https://www.globalreporting.org/

4 https://unfccc.int/kyoto_protocol#:~:text=The%20Kyoto%20Protocol%2C%20like%20the, ~ ° https://unfccc.int/process-and-meetings/the-paris-agreement
the%20impacts %200f%20climate%20change. 10 hitps://www.fsb-tcfd.org/

5 https://unglobalcompact.org/
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2011, Global Reporting Initiative 2015, Task Force on Climate- 2021, The Sustainable
(GRI), G3 Guidelines? related Financial Finance Disclosure

A comprehensive framework with Disclosures (TCFD)™ , Regulation®?

global best practices was launched with An initiative to provide guidelines Aimed at increasing

the aim to make sustainability reporting for businesses to disclose transparency in displosing
a common practice. In the latest update , climate related risks and environmental, some_\l, and
of 2021 GRI introduced new opportunities and the financial governance (ESQ) rlsks
disclosmires on human rights, due impact_s of climate change and |mpacts_ l?y financial
diligence and climate-related risks. on businesses. market participants.

2015, United Nations' Sustainable
Development Goals™

17 goals developed by the United
Nations with the aim to end poverty,
protect the planet and ensure peace
and prosperity for the people by 2030.

2006, The Principles for 2015/2016,

Responsible Investment’ The Paris Agreement®

A global framework urging An international treaty aimed
investors to consider ESG at substantially reducing
aspects into their greenhouse gases in an
investment decisions. effort to keep global

temperatures under check.

1 https://sdgs.un.org/goals

12 https://finance.ec.europa.eu/sustainable-finance/disclosures/sustainability-related-
disclosure-financial-services-sector_en

13 https://en.wikipedia.org/wiki/2021_United Nations_Climate Change Conference
14 hitps://en.wikipedia.org/wiki/2022 United Nations_Climate Change Conference
15 https://en.wikipedia.org/wiki/2023 United Nations_Climate Change Conference
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ESG regulations in India

Besides global commitments, India’s regulatory system
has also established various regulations including
comprehensive reporting requirements for corporates.
The Ministry of Corporate Affairs, Government of India,
has taken significant steps in providing guidance to
businesses on their role in sustainable development
through the National Guidelines on Responsible Business
Conduct (NGRBC).The NGRBC consists of nine principles
related to the role of corporations in sustainable
development and also lists the specific roles to be played
by the board of directors (BoDs) and management to
ensure that these principles are followed.

The Securities and Exchange Board of India (SEBI) has
prescribed Business Responsibility and Sustainability
Reporting (BRSR) practices in line with the NGRBC by
making the publishing of BRSR reports mandatory for the
top 1,000 companies (by market capitalisation) in India
from FY 2023 onwards. The new mandate, referred to as
BRSR Core is aligned with global frameworks such as GRI
and TCFD. Compliance with BRSR Core will be
mandatory for the top 150 listed companies for FY 2024,
top 250 for FY 2025, top 500 for FY 2026 and top 1000 for
FY 2027617, A detailed outline of the BRSR principles is
provided in Annexure 1 of this paper.

With a focus on the Indian market, SEBI has introduced
additional KPlIs for assurance. SEBI has also set out new
regulations for ESG rating providers effective

23 July 2023. It also mandates investment funds and
schemes to invest at least 65% of their total assets
(assets under management) in listed companies that have
undergone BRSR core assurance.!”

In a recent update, the Reserve Bank of India (RBI) has
issued draft guidelines on disclosure framework on
climate-related financial risks 2024, which is a mandate for
regulated entities to disclose information on four major
areas — strategy, key areas of governance, risk
management, and metrics and targets’®.

In February 2022, the Ministry of Environment, Forest and
Climate Change, issued detailed guidelines on extended
producer responsibility (EPR) to keep a check on waste
generation, segregation and management, littering, etc.'®

In 2024, India has made significant changes in its Carbon
Credit Trading Scheme (CCTS) after which non-obligated
entities are allowed to participate in trading of

carbon credits.20

The Central Consumer Protection Authority has
proposed to issue guidelines on the ‘Prevention and
regulation of greenwashing’ further emphasising the
need for publishing accurate data and environmental
claims by organisations. The act specifically applies to
advertisements and endorsements, irrespective of the
medium, which make any kind of environmental claims
related to their product or services.

The recent legislations by the Government of India (GOI)
indicate that regulators are pushing the needle for
companies to adopt responsible business practices and
contribute towards developing a sustainable and
equitable economy.

16 https://www.pwc.in/assets/pdfs/navigating-indias-transition-to-sustainability-reporting.pdf

17 https://www.livemint.com/market/stock-market-news/sebi-board-approves-balanced-esg-framework-prescribes-glide-path-for-top-150-listed-firms-from-

fy24-11680105637131.html

18 https://www.pwc.in/blogs/disclosure-framework-on-climate-related-financial-risks-2024.html

19 https://eprplastic.cpcb.gov.in/#/plastic/home

20 https://www.investindia.gov.in/team-india-blogs/indias-carbon-market-revolution-balancing-economic-growth-climate-

responsibility#:~:text=The%20CCTS%20allows%20non%2Dobligated,to%20commence %20in%202025%2D26.
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Figure 2: BRSR regulations, requirements and disclosures

Regulations

SEBI LODR
(Listing Obligations and
Disclosure Requirements)
Regulations 2021
SEBI/LAD/NRO/ GN/2021-
2022 5 May 2021

SEBI BRSR Circular
SEBI/HO/CFD/CMD
2/P/CIR/2021/562
10 May 2021

Source: PwC analysis

Requirements

GRI, TCFD, SASB, IIRC

v

Annexure 1 provides a list of major reporting frameworks and standards.

11 ESG guidebook and ready reckoner for board of directors

Disclosures

Business Responsibility and
Sustainability Report

Section A
General disclosures

Section B
Management and process
disclosures

Section C
Principle-wise
performance disclosures
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The role of BoD in effective corporate governance

As per NGRBC, governance relates to how an organisation makes decisions, how it operates to achieve its objectives and
how stakeholders have their say in the processes. The BoD are the key stakeholders responsible for shaping and providing
an oversight of the governance framework of an organisation. Given below are the key responsibilities of the BoD to align
the strategic decisions with best governance practices and meet the regulatory requirements:

Develop a strong governance structure: Foster a culture of ethics and integrity:

» Establish a governance framework which defines the » Develop and enforce a code of conduct which
roles, responsibilities and processes. This includes upholds ethical standards across all business
structuring the BoD effectively to oversee the various practices and implement training programmes to
facets of the company’s governance aspects. reinforce these standards.

+ Form specialised committees (e.g. audit, risk, » Promote transparency in decision-making
compensation, ESG) with members with relevant processes and financial reporting to build trust
expertise to address specific governance areas. with stakeholders.

* Ensure a balanced composition of independent and » Make the organisation’s whistleblower mechanism
non-independent directors to maintain objectivity and easily accessible for internal/external stakeholders
oversight. and ensure that the complaints are thoroughly

investigated and addressed.

Risk management and regulatory compliance: Driving corporate responsibility:

+ Ensure adherence to applicable laws, regulations and » Promote corporate social responsibility
industry standards. Monitor compliance and address initiatives which can address social and
any violations promptly. environmental challenges.

* Develop and implement a risk management » Integrate sustainability principles into business
framework to identify, assess, and mitigate potential practices with a focus on reducing the
risks. Regularly review and update risk management environmental impact of the organisation’s
strategies. operations and ensure sustainable growth.

« Establish internal controls and standard operating + Engage with stakeholders to understand their
procedures to safeguard the company’s assets and concerns and expectations and ensure that
ensure accurate financial reporting. corporate responsibility efforts align with

stakeholder interests.
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Driving the adoption of ESG principles

The BoD play a key role in integrating ESG principles into the company’s core strategy. For this, the BoD should address

critical questions that guide the organisation’s approach to ESG. Given below are a few questions which the BoD can

consider to ensure that the organisations’ ESG considerations are integrated with decision-making and fosters transparency,

accountability, and long-term value creation:

ESG vision and strategy:

What is the BoD'’s vision for ESG and how has the organisation’s measurable outcomes aligned with NGRBC's principles?

How does the BoD ensure that ESG objectives are fully integrated into the organisation’s overall strategy?

Stakeholder engagement and materiality:

Who are the major stakeholders considering the size and nature of the business, its model, geographies, products,
services and markets?

What ESG topics are most relevant to these stakeholders and how are these topics identified and prioritised?

Governance and oversight:

Does the BoD include ESG experts or does it seek advice from specialists on specific ESG topics such as
climate change?

Has the BoD established an ESG committee and does this committee have the necessary expertise to address
key ESG issues?

How is the ESG leadership role defined and does the leader have the authority and influence needed to drive ESG
initiatives effectively?

Policies, procedures and systems:

What ESG-related policies and procedures are currently in place, how well do they align with the ESG strategy and
NGRBC principles and are they accessible internally or publicly?

How advanced are the organisation’s ESG policies, procedures, and systems, and what relevant certifications
(e.g. 1ISO 9000, 14000, 50000, 18000 and 45000) does it hold?

What recent investments and portfolio adjustments have been made to integrate sustainability considerations into
investment evaluations?

What guidelines are in place to prevent misleading practices such as greenwashing in advertising and consumer claims?
How does the company ensure its marketing accurately reflects its ESG commitments in line with regulatory guidelines?

How does the organisation foster ethical behaviour and ensure compliance with both internal codes of conduct and
external regulations?

What systems are in place to prevent, detect and address ethical and compliance issues?
How are stakeholder grievances and whistleblower complaints managed?

How does the organisation use data management and technology to advance ESG goals and improve
resource efficiency?

What innovative practices are being adopted to tackle ESG challenges?

Reporting and performance:

13

What frameworks or standards are used for ESG reporting, and how does the organisation engage stakeholders to gather

feedback on ESG performance?

How is ESG performance tracked and reported and which key performance indicators (KPIs) are used?
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Human rights:

What actions does the organisation take to uphold and protect human rights within its operations and
supply chain?

How does the organisation evaluate and address human rights risks, and what is the process for addressing
any violations?

Does the organisation manage toxic substances and hazardous waste which requires specialised expertise, and does it
follow internationally accepted practices for handling these materials?

Is there a history of soil and water contamination, and what remedial actions have been taken? Who oversees these
remediation efforts?

Social responsibility and inclusion:

What steps does the organisation take to ensure diversity and inclusion in the workplace and how are worker rights and
safety managed?

What specific measures and initiatives are in place to protect marginalised and vulnerable stakeholders?

How does the organisation ensure minimum wages for regular and contract employees and what influence does it have on
contractors to comply with wage standards?

Risk management and compliance:

How does the organisation identify, track and mitigate ESG risks, and is there a person who is in charge of ESG
compliance?

Has the organisation assessed its ESG risk appetite and how is this assessment factored into
investment decisions?

Have there been any recent regulatory issues, violations or penalties related to ESG? If so, what corrective actions have
been taken.




Strategic integration of ESG principles
3 with organisational goals

3.1 Understanding the current state of an organisation’s ESG principles

It is essential to assess where an organisation currently stands in terms of its ESG practices and performance.

An organisation could be managing certain aspects of ESG within specific functions; however, it may not have a
comprehensive view of the ESG impacts. Without this holistic view, the organisation may not be able to implement ESG
elements across the organisation. Understanding the ESG status entails examining its current ESG practices and
measuring them against industry standards, best practices and regulatory requirements. This evaluation aids in
pinpointing areas of improvement and an understanding of crucial ESG concerns and risks critical to both internal

and external stakeholders.

The questions given below may be useful to understand the current state of ESG maturity of

an organisation:

What are the applicable regulations related to ESG given the cross-jurisdictional intersection of operations
within the organisation?

How does the organisation benchmark its ESG performance against industry peers? What key performance
indicators (KPIs) are used to measure ESG performance?

How does the organisation ensure oversight on ESG related matters? Does the organisation have an ESG
committee or a dedicated team for overseeing ESG operations?

— What are the key ESG risks and opportunities and how are these managed by the organisation?

How does the organisation engage with stakeholders (regulators, investors, customers, employees, communities)
on ESG issues?

What training programmes are in place to educate employees, workers, the C-suite and BoD
about ESG issues?

What are the long-term ESG goals and targets of the organisation and how is the progress towards these goals
tracked and measured?

— How is current ESG data managed? Are there any specific IT systems available for data management?

How does the organisation measure and report on the impact of its ESG initiatives? Does it seek a third-party
assessment for its ESG-related disclosures?
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Figure 3: An example of an ESG diagnostic dashboard

Emission Health and IR Human Internal k Boa;rtés ESG risk
Biodiversity Circularity and - . nowledge
management safety . . rights audits and skillsin  management
inclusion
ESG
N v X v X v X N v

Procedure Present Absent Present Present Absent Present Absent Present Absent
Governance Yes No Yes Yes No Yes Yes Yes No
YoY change [1% [1% [1% [1% [1% [1% [1% [1% [1%

@ O @ D) @ ) () @ O

Goals and

0-10 0-10 0-10 0-10 0-10 0-10 0-10 0-10 0-10
targets

Source: PwC analysis

Appendix

» v signifies that a policy has a defined purpose, scope, objective, a designated responsible person, grievance
mechanisms, and adherence to relevant regulatory requirements

* Present indicates that a procedure incorporates roles and responsibilities, grievance mechanisms, regulatory
compliance, documentation, continuous improvement, etc.

* +YoY change % signifies improvement in ESG performance of the company.

. é indicates that ESG disclosures are crafted in alignment with recognised ESG frameworks and standards, including
but not limited to GRI, UN SDGs, SASB, TCFD, as well as adhering to applicable regulatory mandates by entities such
as the EU, SEC, SEBI, and other pertinent authorities.

* Goals and targets — progress towards set ESG goals, e.g. carbon neutral by 2030. Score of 10 indicates lower
emissions and strong progress to set targets. Score of 0 indicates higher emissions from base year and negative
progress to set targets.
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3.2 Establishing governance structure

Effective governance begins with a robust board, a
competent leadership team and a clearly defined
accountability framework. The board can improve its
oversight of sustainability initiatives by appointing an
ESG/sustainability committee and defining the roles and
duties. Organisations should devise strategies for
recruiting and structuring their ESG teams, establishing
reporting hierarchies and formalising governance
processes at the managerial level.

A management-level committee is usually led by
executives like the chief sustainability officer (CSO),
chief technical officer (CTO) or the chief risk officer
(CRO). The committee also oversees the senior
management team, which is responsible for executing
the ESG strategy on a day-to-day basis and managing
operational details.

Below are some of the aspects which the board
must consider while setting up an ESG
/sustainability committee:

+ If the committee is set up at a board level, it gives an
opportunity for the enitre board to actively take partin
the ESG governance process which will help integrate
ESG risk monitoring and ESG performance
monitoring with the company’s strategy planning,
implementation and monitoring. However, this
approach will require more time of all the
board members.

+ If the committee is setup at the sub-committee level,
care should be taken to include members of the board
who are dealing with those ESG topics which are of
material interest to the company. Also, including
independent directors with ESG subject matter
expertise or consultations with specific subject matter
expertise on priority ESG topics on a need basis may
be considered.

» Another approach is to allocate specific ESG matters
to other existing committees. For example, allocating
the E of ESG to existing health, safety and
environment committee is also followed by corporates
during initial days of ESG adoption. However, having
one board sub-committee responsible for all ESG
matters is a more integrated and holistic approach
considering the emerging strategic importance of
the subject.

Though the composition of an ESG committee can vary
depending on the size and structure of the organisation,
it typically consists of a diverse group of individuals
representing different groups/departments as

illustrated below:

+ Board members: Companies may consider including
board members with expertise in specific ESG areas,
particularly if an ESG topic (e.g. climate change,
biodiversity, renewable energy, electric vehicles, etc.)
is a transformational concern for the company.
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» Senior executives: Key executives such as the CEO,
CFO, COO, or other C-suite leaders may be included in
the committee to provide high-level oversight and
support the ESG initiatives.

* Legal and compliance representatives: Legal and
compliance officers ensure that ESG initiatives comply
with regulatory requirements and help manage risks
associated with ESG issues.

* Human resources (HR) representatives:
HR professionals contribute to the social aspect of
ESG with a focus on employee well-being, diversity
and inclusion, and labour practices.

+ Operations and supply chain representatives:
These members can provide insights into how ESG
practices can be integrated into operational processes
and supply chain management.

* Investor relations representatives: They ensure that
the company’s ESG efforts are communicated
effectively to investors and other stakeholders.

» Corporate communications/public relations:
These representatives help in crafting and
disseminating the company’s ESG messages to the
public and other external stakeholders.

+ Environmental and social experts:
Professionals with expertise in environmental science,
energy management, community engagement, human
rights or related fields guide the company’s
environmental and social initiatives.

* Risk management: Risk officers can identify and
mitigate potential risks associated with ESG factors.

The committee may also include specialists in key ESG
topics and functional heads of the departments who deal
with the priority ESG topics.

Some of the key responsibilities of an ESG/sustainability
committee are:

* meet periodically to assess the progress being made
by an organisation on ESG initiatives and make
strategic changes, if necessary

* include disclosures and shareholder/stakeholder
perspectives for its integration into the ESG strategy of
an organisation

» provide guidance on ESG risk assessments, mitigation
plans and responsibility allocation

« work on strategy development to incorporate change in
the policies

* serve as the grievance redressal committee for
ESG-related issues in the organisation

* report to the BoD about ESG risks, mitigation plans,
targets, progress and disclosures.



3.2.1 Governance process

There is no one-size-fits-all approach for allocating ESG oversight responsibilities among the board and its committees and
the delegation of responsibilities may change over time. The manner in which a company's BoD exercises oversight is
determined by a variety of factors, including:

9, © © o

The company’s business, Board composition Board committee Existing company

industry sector and and culture structure, composition processes and practices

geographic presence and scopes of relating to the oversight

responsibility of the enterprise risk

management (ERM)
programme

ESG topics which are Functional areas The significance of ESG Management-level

material to the company impacted by material issues to the company expertise and staffing

ESG issues

Periodic governance maturity assessments should be conducted to evaluate and enhance the governance framework and
foster continuous improvement. Additionally, as organisations and the external environment evolve, so must the ESG
considerations. Therefore, the BoD should adopt a dynamic governance approach and regularly update their governance
frameworks to reflect these changes.

3.2.2 Organisational design for cross-functional collaboration

Effective management of ESG initiatives involves more than top level strategies — it requires seamless collaboration across
different departments within the organisation. Bringing ESG principles into operations means aligning various teams, each
with a crucial role, in furthering the organisation’s sustainability objectives. Whether its finance, HR or operations and supply
chain management, collaboration is the key to ensure that the ESG goals are achieved. This collaborative strategy catalyses
the impact of sustainability projects and positions the organisation to seize growth opportunities and address stakeholder
expectations comprehensively. The figure below illustrates how cross-functional collaboration with specific functions can help
in driving the ESG initiatives of a company.

Figure 4: Cross-functional collaboration in ESG efforts

Human resources: Collaborate to Legal and compliance: Ensures
develop training programmes on ESG adherence to ESG-_reIated reg_ulat|0n§
topics and ensure that sustainability and manage legal risks associated with

values are reflected in human capital ESG practices.

management (e.g. hiring practices and
employee evaluations).

Marketing and communications:
Ensuring that the company’s
sustainability initiatives are effectively
communicated through various
media channels.

Research and development:
Incorporate ESG criteria into product
development and assess the
environmental impact of

new technologies.

Supply chain: Ensuring ESG
assessment of the supplier, integrating
ESG requirements into procurement
processes and addressing supply
chain risks.

IT and technology: Implement data
management systems and track
performance on ESG KPIs.

Source: PwC analysis
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3.2.3 Fostering a culture of sustainability and developing ESG expertise
Organisational culture

Cultural change is essential for the successful ESG transformation of an organisation. Implementing the transformation
programme for the organisational culture requires dedicated efforts across all levels of the organisation from the C-suite to the
shop floor with a focus on ESG principles.

To effectively instil the shift in organisational culture, the company could consider the following steps:

* Lead by example: The leadership should visibly demonstrate their commitment to ESG principles through their actions
and decisions.

* Foster a transformative culture: Cultivate an environment which values responsibility, trust, collaboration
and innovation.

» Use KPIs: Define metrics to track the progress of embedding ESG values and practices throughout the organisation.

» Align ESG goals with business strategy: Ensure that the ESG objectives align with the company’s business strategy to
make them integral to decision-making processes.

» Capacity building: Provide training and resources for employees at all levels to enhance their understanding and skills
related to ESG.

+ Acknowledge and reward progress: Implement systems for recognising and rewarding achievements which contribute
to the ESG goals.

* Get stakeholders on board: Bring in both external parties to join the ESG journey for varied viewpoints and perspectives.

» Establish a framework: Put in place systems like specialised teams or committees to manage and back ESG efforts and
ensure that they are well-integrated into the organisation.

By incorporating these steps, organisations can foster an ESG-centric culture by actively involving, training and empowering
the workforce since employee involvement is essential for driving cultural change towards effective ESG practices and
advancing the overall ESG transformation journey.

Figure 4 illustrates that for a company to undergo an ESG transformation, it needs to blend formal structures with informal
cultural aspects. When sustainable decision-making, incentives and performance metrics are in sync with values,
collaborative networks and ongoing learning, organisations can achieve compliance and foster a culture of collaboration
towards achieving the organisation's ESG goals.
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Figure 5: Integrating formal structures and cultural elements for effective ESG transformation

What most companies What companies need to leverage to
need to focus on accelerate ESG’s cultural adoption
Formal Informal
Governance frameworks Shared values and

purpose related to ESG

ESG policies and guidelines

Ethical culture
Compliance and reporting standards

Employee engagement

Risk management processes Incentives Shared and empowerment on ESG issues
purpose

External audits and certifications Community and

stakeholder involvement

ESG-related KPIs and metrics

Relationships and internal

Organisational ro'_":'s_ _a_nd Roles and Collaborative collaboration
responsibilities responsibiltities networks
Resource allocation and budgeting ESG storytelling
Fosters rational Fosters emotional
compliance commitment

Source: PwC analysis

The role of people and performance in building ESG competency

ESG is a new and complex subject matter which has implications at the strategic, tactical and operational level. Therefore,
implementing ESG principles within an organisation requires competence building at four levels:

» BoDs and top management require competence building as well as a change in their mindset to oversee the ESG strategy
development, risk analysis, risk mitigation, ESG target setting and implementation.

» Functional heads require function-focused ESG competency building based on the material topic handled by the function,
e.g. GHG emissions managed by the environmental function and diversity and inclusion managed by human capital
requires subject-specific competency building.

» An overall awareness about the ESG strategy of the organisation, its value creation propensity and changing the approach
of the employees is also essential for the organisation.

» Training and engagement to sensitise value chain partners is also needed in order to promote the adoption of these
principles across the value chain.
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3.3 Plan report framework

Double materiality

Double materiality assessment (DMA) is an exercise for
companies to identify which sustainability matters are most
material to the organisation and its stakeholders by
evaluating their impact on environmental and social factors
(inside-out perspective), while also considering how these
factors influence the organisation (outside-in perspective).

Given below is a proposed framework for DMA:
Step 1: Create a list of sustainability matters

Organisations should examine their sector, operational
locations and value chain to pinpoint pertinent
sustainability challenges. Past materiality assessments,
internal documentations such as impact evaluations and
risk assessments, external resources such as sector
analysis, benchmarks and ESG ratings, and stakeholder
input serve as helpful starting points.

Step 2: Define impacts, risks and opportunities

To assess the importance of identified sustainability
issues, organisations must define and specify the impacts
an organisation creates as well as evaluate the related
risks and opportunities presented by them.

The goal of risk identification is to recognise the risks that
might disrupt operations, impair the entity's reasonable
expectation of accomplishing its strategy and business
objectives or substantially impact the entity’s

operating licence.

The identification of ESG-related risks, or risk screening,
may be completed as the first step of ESG risk
management. An organisation's existing risk inventory may
be analysed to identify ESG-related risks. A root cause
analysis can be conducted to find out where the risk is
emerging from, and an impact analysis will help to identify
the impact the risk may have on the business. Sector- or
geography-specific risk reports, ESG reporting standards
and peer ESG reports are relevant sources to identify ESG
related risks.

Utilising external ESG subject-matter expertise is another
way to ensure that emerging or longer-term ESG-related
risks are analysed and prioritised effectively.

+ Identifying key risk indicators to monitor the risk

Once the key risks have been identified, the indicators
to monitor the specific risks should be identified and
listed. The severity of each individual risk may also be
quantified as low/medium or high. ESG issues which
are important to an organisation should be prioritised
based on their organisational goals and needs.
Surveys, workshops and interviews with risk owners
and executives can be used to assess the risks and to
understand future concerns.

Some of the steps for establishing ESG risk mitigation
plans and allocating the responsibilities are:

Align risk analysis with corporate strategy by reviewing
how the risks will impact the achievement of
organisational objectives.

Analyse the impact the risk has on the organisation and
its stakeholders.

The responsibility of providing an effective response in
mitigating risks is allocated to appropriate functions and
the respective functions are also asked to prepare a
detailed risk response plan to be implemented and
monitored regularly.

Integrate the risk response into the decision-making

of the concerned areas of the organisation by reporting
the risks, progress of mitigation and related

KRIs periodically.

Implement the risk response plan to manage the risk.
Assessing the ESG risk appetite of the organisation

ESG risks may be considered in an organisation's risk
appetite statement (RAS) according to the definition of
ESG risks in the disclosure. Incorporating ESG risks
into a company’s RAS can be effectively achieved
through the use of the Committee of Sponsoring
Organizations of the Treadway Commission (COSO)
and Enterprise Risk Management (ERM) framework?".
These framework offers a method for integrating ESG
risks into the broader risk management process by
ingraining them in the company’s risk culture,
governance structure and risk management practices.
Firstly, the company should assess ESG risks within
the context of its strategic goals and operations. Risks
identified in the double materiality exercise can be
grouped based on their impact on the business strategy
of the company. These risks should be evaluated for
their impact on achieving strategic objectives and
incorporated into the risk assessment process.
Subsequently the company can establish its risk
tolerance for ESG-related risks delineating boundaries,
for acceptable risk levels. Lastly, continuous monitoring
and reporting of ESG risks should be put in place to
ensure that they stay within the defined risk appetite
and allow for adjustments to address changing risk
scenarios.
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Step 3: Engage with stakeholders

Engaging effectively with the stakeholders is an integral part of the double materiality process to uncover sustainability issues
which are to be considered in the materiality assessment and provide valuable qualitative and quantitative perspectives on the
impact, risks and opportunities of these issues. A strategic and systematic stakeholder engagement process may be integral
to ESG risk analysis and reporting process within the ERM process which will help the organisation in mitigating the risks and
identifying new growth opportunities by:

Identifying and prioritising
stakeholders after assessing the
ESG ecosystem

Listing the material
topics/issues and
mapping the respective
stakeholders as per
the topics

Leveraging stakeholder
engagement to identify
ESG risks and
opportunities

Preparing and
documenting the
company’s position
on the material
topics/issues

Capturing and
addressing stakeholder
expectations and
engagement outcomes

Establishing and implementing
a systematic stakeholder
engagement plan

Step 4: Assess financial opportunities and risks

Evaluate the financial impact of the sustainability topics which have not yet been accounted for in the financial statements.
Companies can determine the financial implications of these topics by assessing the likelihood of their occurrence and
estimate the potential magnitude of the financial impact based on appropriate thresholds.

Step 5: Develop the materiality overview

After evaluating the impacts, both positive and negative, as well as the risks and opportunities, businesses need to further
rank the identified negative impacts, positive impacts, risks and opportunities. By establishing a benchmark, these can be
categorised into material and not material impacts, risks and opportunities.
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Figure 6: An approach to conduct double materiality assessment?2
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3.4 Aligning the company’s ESG goals with the organisational vision

To determine the vision and aspirations of the organisation, the company should consider the current performance level, its
positioning in the competitive market and assess the peer and industry benchmarks. Setting the sustainability context at an
organisational level may help in overall performance improvement.

3.4.1 Establish an organisation-wide ESG vision and mission statement

Organisations need to establish their ESG vision and mission statement by involving important stakeholders and engaging
with them to gather insights. They should then craft a vision statement detailing their ESG pursuits and long-term goals and a
mission statement outlining their actions and initiatives to reach these objectives. These statements should be seamlessly
woven into the fabric of the organisation’s culture and overarching strategic aspirations. The organisations ESG vision and
aspirations are intricately linked to materiality as they should mirror the ESG concerns that matter most to the organisation
and its stakeholders.

3.4.2 Define ESG goals and objectives

Businesses need to establish their ESG objectives by setting ESG goals and targets which are clear, specific, measurable,
attainable, relevant and time-bound. These goals should focus on environmental impact, social responsibility and governance
practices. It is vital to incorporate these ESG objectives into the company’s overall business strategy to ensure that they align
with and enhance the organisation’s long-term vision and strategic direction.

3.4.3 Developing the ESG roadmap

Organisations need to create an ESG strategy which maps out a plan for reaching their ESG goals. This strategy should
outline the steps, prioritise important actions, allocate resources efficiently and set clear KPlIs to track the progress of the ESG
targets and ensure the continuous improvement of the processes. Developing a roadmap to address the gaps in the ESG
goals of an organisation will involve decision-makers from different departments like operations, HR and change management
to collaborate and work together seamlessly along with the core ESG team.

3.4.4 The role of top management

Companies need to ensure that top management is dedicated towards promoting the ESG vision across the organisation.
Leadership should actively support ESG projects, provide the resources and set an example by demonstrating the desired
behaviour to motivate the workforce.
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3.5 Embedding ESG into the organisational culture

It is important for organisations to incorporate ESG values into the company'’s core values, policies and day-to-day
operations. This should be evident in business procedures, decision-making processes and performance assessments to
foster an encouraging environment to attain the ESG objectives. Figure 7 illustrates a three-pronged approach structured
around assessment, strategy and integration for creating an ESG vision for an organization.

Figure 7: Proposed three-pronged approach for setting an organisation’s ESG vision

ESG vision Enablers Focus

o Leadership
Foster an organisational culture alignment and
Integration-led which believes in ESG by T T

incorporating ESG principles into the
company’s ethos and values, and
ensuring accountability cascading
company’s from leadership to the shop floor.
culture

*

Define specific, measurable ESG

goals and develop a roadmap to
- Strategy-led achieve the goals within a set

timeframe by implementing

sustainable initiatives which could
have the maximum impact.

*

Compare the company’s current
ESG practices against industry

Evaluate current ESG
performance standards to identify areas for

improvement based on best

practices and emerging trends.

Assessment-led

Cultural

integration and
operationalisation

Source: PwC analysis
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3.6 Implementation and monitoring

It is necessary to establish an organisation-wide
coordination structure such as programme management
office (PMO) to coordinate and monitor the activities
related to ESG performance. An ESG PMO will play a
transformational role within an organisation similar to the
chief information officer to embed digital capabilities within
organisational functions. In addition to the internal role, the
ESG PMO can also engage with external stakeholders.

Allocating responsibilities at the indicator level

An organisation may set precise goals which can be
quantified and ensure that the data collected is useful,
practical and verifiable. Meaningful data should be
well-defined with appropriate boundaries and
measurable outcomes.

A comprehensive structure for data collection, internal
control system and clear ownership and responsibilities for
data sources may be established for the process of
collecting verifiable data.

Performance monitoring

Organisational ESG goals should be achieved in alignment
with the traditional performance management systems and
processes. ESG KPIs should be reviewed against the
current KPIs. Efforts to rationalise the total number of KPIs
may be taken to minimise management overhead and to
avoid duplication of the KPIs and conflicts with the existing
performance measures.

Monitoring and reporting

ESG performance is a public commitment and should be
monitored and reported in the same manner as the
financial and operational performance of an organisation.
Monthly monitoring at a functional level and quarterly
monitoring at a leadership level will be appropriate. For
example, ESG indicators related to operations may be
monitored more frequently at a functional level. Indictors
related to social aspects like diversity and inclusion such
as percentage of women in the workforce and pay parity
may be monitored at quarterly interval or annual interval.
Long-term targets such as achieving net zero by 2050, or
carbon neutrality requires periodic monitoring as well as
mid-course correction.

Verification and evidence tracking

ESG KPIs are technical and complex in nature. In many
cases, the transformation of raw data into KPIs and
aggregation of certain ESG KPls, e.g. entity level KPIs
covering subsidiaries and joint ventures require specific
expertise. Since the KPIs are disclosed publicly and a
diverse set of stakeholders use them for taking business
decisions, the accuracy, balance, sustainability context,
completeness and verifiability of the disclosure is
extremely important. External assessment can provide an
independent evaluation of the ESG disclosures and its
underlying governance and control systems.
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An organisation may commence the assurance
process by:

+ identifying KPIs which require assurance by assessing
materiality and review the data collection process and
its maturity

* engaging with external stakeholders to update its
materiality assessment and put any process and
control enhancements from internal audit/external
evaluations into action

+ identifying critical gaps in data availability, internal
control, data management systems and evidence
tracking with consultation from internal audit and
external assessment and prepare an assurance
readiness roadmap for audit committee

* examining the content of the ESG report and its
methodology to ensure that they are updated and
suitable for the purpose of internal and
external assessment

+ conducting pre-assessment examinations
« assuring that the targets set previously are being met.

Controls and checks should be established at regularised
intervals to ensure that the company is on track to achieve
the set targets and the data reported should be assured.
In some regions it is mandatory that data reported is
assured. Meeting targets also assures stakeholders that
the company is diligent in its ESG endeavours. Real-time
monitoring of progress and hiring a third party to assure
that the targets are being met will ensure that there are no
discrepancies, spillovers or lags in the progress against
the set timeline for the company’s ESG journey.

3.7 Consolidating and reporting

The first stage is to determine which initiatives are likely to
result in significant reductions in ESG risks. The next step
is building a governance and reporting framework that
gives senior leadership direction and allows them to
communicate the progress toward the goal.

The organisation may keep a track of the actions taken
through a series of milestones in order to meet the target
within the time frame determined for each process. ESG
disclosures emphasise the need for continuous progress
monitoring and including ESG updates in the company’s
periodic reports demonstrates its commitment to ESG
targets. Furthermore, a company may also revisit the
process of reviewing material topics on a regular basis.
As the business becomes more matured in making ESG
disclosures, the reporting process may evolve and
become more extensive over time.



Some points which organisations can consider for drafting effective disclosure are:

Objective disclosures should Information disclosed should
be provided on a timely basis be relevant to the
reporting boundaries

Disclosures should be specific
and complete within the
reporting boundaries

Disclosures should be
trustworthy, verifiable
and transparent

Disclosures should be Disclosures should be
comparable within a sector, straightforward, balanced and
industry or portfolio of companies easy to comprehend

(using sector-specific indicators)

Disclosures should be consistent over time
(e.g. units of measurement)

Details on key reporting principles can be referred to in the Annexure 1.
Designing the report’s structure and content

The structure of an ESG disclosure is based on the stakeholders’ expectations which are gathered during the initial
stakeholder engagements. The report and its contents may be viewed as an engagement tool to converse with company’s
stakeholders in a transparent and objective manner. The rationale and process of stakeholder engagement, materiality
assessment, target setting, and governance responsibility allocation are some of the key disclosures considered.
Sustainability reporting standards provide recommended contents to be included in the report but are flexible on the visual
design and flow of the story developed by the reporting organisations.

Developing the report with appropriate stakeholders

Sustainability matters are defined as material when they represent significant impacts. These reports are designed to inform
assessments and decisions by a wide-range of users such as business partners, civil society organisations, consumers,
customers, employees and other workers, governments, local communities, non-governmental organisations, shareholders,
suppliers, trade unions and vulnerable groups who want to understand a company’s positive and negative contribution
towards sustainable development.
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Figure 8: Key points to consider while developing an ESG communication plan

0 Know what to
communicate

Elements which need to be

communicated

* Materiality
» Stakeholder feedback and
engagement

* Regulatory compliance
* Policies and procedures
* Vision, mission, purpose

* Performance metrics
and data

* Goals and targets
* Challenges and risks

* Employee engagement
and involvement

* Incentives, rewards,
recognition

e Case studies and
success stories

* Partnerships and
collaborations

*  Community impact
and engagement

Source: PwC analysis

Reporting format

Develop
communication plan

Internal newsletters,
corporate website,
town hall meetings

Internal reports, team
meetings, intranet updates

Internal training programmes,
workshops

Internal memos, policy
documents, team briefings

Annual reports, ESG reports,
impact reports, CSR report

Corporate website, press
releases, investor
presentations

Articles, case studies on the
website, social media posts

Community newsletters,
public impact reports, media
releases, Innovation briefs

e Disclosure of
information

Audience

Employees, investors,
regulators, board members,
internal teams, customers,
communities

Frequency

Annually/semi-annually,
quarterly, as needed,
as achieved

Communication channels

» Social media platforms,
webinars, video
messages, employee
surveys, blogs,
podcasts, training
workshops, conferences,
brochures, mobile apps,
case studies, industry
publications, community
events, white papers,
stakeholder meetings

Figure 8 illustrates the key points organisations should consider while drafting an ESG communication plan.

Businesses should communicate the ESG performance and vision of the organisation to the stakeholders regularly.
Stakeholders expect the reporting organisations to explain the structure of its ESG committee, its level of expertise, the
process of identifying ESG risks and identifying risk mitigation to achieve company business strategy and objectives.

ESG performance is evaluated by the stakeholders based on the reporting process adopted by an organisation. Sustainability
reporting standards provide a recommended structure of disclosures which can address the basic expectations of the
stakeholders. Regulatory authorities such as SEBI also provide specific guidelines on the structure and content of the reports.
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4 Conclusion

In recent times, various factors have contributed to the unprecedented focus on ESG performance of corporates. Some of
the factors are:

Community Established scientific
movements driving basis for negative impacts
action from of environmental and
governments social factors such as

and corporates climate change,
biodiversity and human
rights on economic, social

and financial systems

Increasing regulatory
requirements such as
BRSR and extended

product responsibility

Intensifying stakeholder
awareness on the subject
aided by proliferation of
social media

Government and private sector
commitments such as Paris
Agreement, UN SDGs and UN PRI

Although ESG disclosures are the primary driver for many organisations, adopting a strategic, structured and holistic
approach can help organisations to build a sound foundation for integrating ESG into organisational strategy, governance,
risk and performance management processes. Implementing ESG frameworks and assessments in the governance process
of an organisation could help them develop a resilient organisation, a purpose-driven workforce and gain the trust of
stakeholders in the long run.

ESG guidebook and ready reckoner for board of directors



Annexures

Niti Aayog’s SDG Index

According to SDG India Index ‘The SDG Index is an
aggregate measure which can be understood and used
by everyone — policymakers, businesses, civil society
and the general public.2 It has been designed to provide
an aggregate assessment of the performance of the
states and union territories (UTs) and to help leaders and
change makers evaluate their performance on social,
economic and environmental parameters. It aims to
measure India’s progress towards the SDGs for 2030.

The index is prepared for policy makers, civil society,
businesses and general public. Since the objective of the
NGRBC is to enable corporate participation in
sustainable development, the index and its database can
be useful for organisations to understand the sustainable
development landscape of India and the states.?*

Global Reporting Initiative (GRI)

GRI was the first organisation to publish guidelines for
sustainability reporting which, over a period of 25 years,
was developed into the GRI sustainability reporting
standards. The standards are published in a modularised
manner consisting of universal standards which covers
the foundation for reporting, general disclosures, topic
specific disclosures and sector standards. GRI standards
are the most widely used standards for sustainability
reporting in the world. They have a holistic,
interconnected structure and are widely considered to be
the global standard for reporting on economic,
environmental and social consequences.

According to GRI:?5

The GRI standards enable any organisation — large or
small, private or public — to understand and report their
impact on the economy, environment and people, in a
comparable and credible way, thereby enhancing the
transparency of their contribution towards sustainable
development. In addition to reporting companies, the
standards are also relevant to many stakeholders
including investors, policymakers, capital markets and
civil societies. The most recent version of GRI standards
was published in 2021 and has come into effect from

1 January 2023.26

Sustainability Accounting Standards Board (SASB)

SASB classifies business into 77 sectors and recommends
individual metrics relevant to each sector across the three
pillars of ESG. The SASB standards are known to enable
businesses around the world to identify, manage and
communicate financially material sustainability information
to their investors.

From 1 August 2022, SASB standards and Value
Reporting Foundation have been consolidated into the
International Sustainability Standards Board which was
established by IFRS foundation.?”

UN’s Sustainable Development Goals

UN’s member states established 17 goals in 2015 to
implement the 2030 Agenda for Sustainable Development.
Ending poverty and hunger, enhancing health and
education, battling climate change and conserving seas
and forests are some of the goals included in the SDGs.
While the SDGs were intended for the UN member states,
the UN Global Compact and the GRI have partnered up to
help corporations report on the goals. These are becoming
increasingly popular with every passing year. Under the 17
goals, the UN has set 169 KPIs to measure progress
towards the goals.28

TCFD

The Financial Stability Board (FSB) of the G20 established
this committee in 2015 to develop voluntary guidelines for
companies, banks and investors to use when disclosing
climate-related financial risks and opportunities to their
stakeholders. The framework published in 2017, aims to
aid financial markets such as lenders, insurers and
investors in assessing and pricing the risks and
opportunities. It applies a financial materiality lens
consistent with SASB standards. It is an investor preferred
and investor oriented framework for the disclosure of
finance-related climate risks to the organisation. Some
countries, like the UK, have made disclosures using this
framework mandatory for large firms in the country.?®
RBI’s discussion paper on climate risk and sustainable
finance refers to the TCFD framework as an initial
framework which may be used by Indian

regulated entities.30

23 https://sdgindiaindex.niti.gov.in/assets/Files/SDG3.0_Final_04.03.2021 Web_Spreads.pdf

24 https://sdgindiaindex.niti.gov.in/#/ranking

25 https://www.globalreporting.org/standards/

26 https://www.globalreporting.org/how-to-use-the-gri-standards/gri-standards-english-language

27 https://lwww.sasb.org/about/

28 https://sdgs.un.org/goals

29 https://www.fsb-tcfd.org/

30 https://rbidocs.rbi.org.in/rdocs/Publications/PDFs/CLIMATERISK46 CEE62999A4424BB731066765009961.PDF
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The Climate Disclosures Standards Board (CDSB)

CDSB is an international consortium of businesses and
environmental non-governmental organisations (NGOs)
that have created a framework for firms to incorporate and
prioritise environmental and climate change-related data in
their corporate financial reporting. The organisation's goal
is to make it acceptable for businesses to report
environmental data with the same rigour as financial data
to give investors decision-relevant data and ensure stable
capital markets. In annual or integrated reports, the CDSB
framework assists companies in explaining how
environmental issues affect their performance and
demonstrating how they are addressing associated risks
and opportunities to its investors.

On 31 January 2022, the Climate Disclosure Standards
Board (CDSB) was consolidated into the IFRS Foundation
to support the work of the newly established International
Sustainability Standards Board (ISSB).3"

UN’s PRI

UN’s PRI was launched in 2006 to assist investors in
incorporating ESG concerns into their investment and
ownership decisions. The global investor signatory
network has grown from 100 to over 7,000 across 135
countries, representing over USD 121 trillion in assets
under management. The six principles are a collection of
voluntary investment principles backed up by 35 actions
which investors can employ to include ESG in their
investment strategy. PRI has made TCFD-based reporting
essential for its signatories in 2020 and has aligned its
activity with UN’s SDGs.32

International Integrated Reporting Council (IIRC)

A framework for integrated reporting was published in
2013 by IIRC, which was followed by a three-month
consultation process and trials in 25 countries. The
framework defines the principles and concepts that will
guide the overall content of an integrated report. An
integrated report explains how the organisation's strategy,
governance, performance and prospects all contribute to
value creation. The primary goal of an integrated report is
to explain to financial capital providers how an
organisation creates value over time. It consists of a
principle-based framework rather than specifying a
detailed disclosure and measurement standard. From
June 2021, IIRC merged with Value Reporting Foundation,
which in turn was consolidated under ISSB.33

Value Reporting Foundation (VRF)

The VRF was formed by the merger of the IIRC and the
SASB in June 2021. It provides three key resources to
help businesses and investors make decisions —
integrated thinking principles, integrated reporting
framework and SASB standards. These tools assist
businesses and investors in developing a common
understanding of enterprise value and how it is created,
maintained or depleted over time and are collectively
referred to as the Value Reporting Framework.

ISSB

The IFRS Foundation trustees announced the formation of
a new standard-setting body — the ISSB — on 3 November
2021, established at COP26. The goal for ISSB is to
deliver a comprehensive global baseline of sustainability-
related disclosure standards that provide information about
companies' sustainability-related risks and opportunities to
help investors and other capital market participants make
informed decisions.34

31 https://www.cdsb.net/mandatory-reporting/947/are-we-headed-towards-mandatory-climate-disclosure

32 hitps://www.unpri.org/about-us/about-the-pri

33 https://www.accaglobal.com/in/en/student/exam-support-resources/professional-exams-study-resources/strategic-business-leader/technical-articles/the-

integrated-report-framework.html

34 hitps://www.ifrs.org/groups/international-sustainability-standards-board/
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The evolution of ESG
Scientific background

In 2009, 28 internationally renowned researchers identified and quantified a set of nine planetary boundaries within which
humanity can continue to develop in the future. Abrupt or irreversible environmental changes can occur with serious
consequences for humankind if these limits are crossed. The issue of crossing planetary boundaries has made stakeholders
and shareholders think about the future of business. Heeding the calls of stakeholders, organisations began disclosing the
key sustainability parameters and standardising the reporting process. From this process, three key parameters emerged —
environment (E), social (S) and governance (G).

Figure 9: Planetary boundaries3?
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Source: https://www.stockholmresilience.org/research/planetary-boundaries.html

35 hitps://www.stockholmresilience.org/research/planetary-boundaries.html
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BRSR - the regulatory reporting mandate in India

In November 2018, the MCA constituted a Committee on Business Responsibility Reporting (the Committee) to finalise
business responsibility reporting formats for listed and unlisted companies, based on the framework of the NGRBC. Through
its ‘Report of the Committee on Business Responsibility Reporting’ (the Committee Report), the Committee recommended
that BRR be rechristened BRSR, where disclosures are based on ESG parameters, compelling organisations to holistically
engage with stakeholders and go beyond regulatory compliances in terms of business measures and their reporting.
Reporting is mandatory for the top 1,000 listed companies (by market capitalisation) from FY 2022—-23, while disclosure is
voluntary for FY 2021-22. Thus, the Committee Report encourages companies to report their performance for FY 2021-22 in
order to be better prepared to adopt this framework from the next FY36,

As per SEBI’s circular dated 10 May 2021, entities already preparing and disclosing sustainability reports based on
internationally accepted reporting frameworks (such as GRI, SASB, TCFD or may cross-refer to disclosures made under
these frameworks.%”

Structure3®
Section A:

General disclosures: This section contains details of the listed entity, products/services, operations, employees, holding,
subsidiary and associate companies (including joint ventures), CSR, transparency and disclosure compliances.

Section B:

Management and process disclosures contain questions related to policy and management processes, governance,
leadership and oversight.

Section C:

Principle-wise performance disclosures: Companies are required to report the KPIs in alignment with the nine principles of
the NGRBC highlighted in Figure 3. The section classifies KPIs into two sub-categories that companies are required to
report upon.

+ Essential indicators (mandatory): KPIs include data on training programmes conducted, environmental data on energy,
emissions, water and waste, social impact generated by the company, etc.

» Leadership indicators (voluntary): Companies are expected to comply with these indicators for better accountability and
responsible purpose. Some of the KPIs include data on life cycle assessments (LCAs), details on conflict management
policy, additional data on biodiversity, breakup of energy consumption, Scope 3 emissions and supply chain disclosures.

36 https://www.mca.gov.in/Ministry/pdf/BRR _11082020.pdf
37 https://www.sebi.gov.in/legal/circulars/may-2021/business-responsibility-and-sustainability-reporting-by-listed-entities _50096.htm|

38 hitps://www.sebi.gov.in/sebi_data/commondocs/may-
2021/Business%20responsibility%20and%20sustainability%20reporting%20by%20listed%20entitiesAnnexure1 _p.PDF
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Figure 10: NGRBC Principles3®

Businesses should conduct and Businesses should provide goods Businesses should respect and
govern themselves with integrity, and services in a manner that is promote the well-being of all

and in a manner that is ethical, sustainable and safe. employees, including those in their
transparent and accountable. value chains.

Businesses should respect and
make efforts to protect and restore
the environment.

Businesses should respect the
interests of and be responsive to
all its stakeholders.

Businesses should respect and
promote human rights.

7 Principle 8 Principle 9 Principle
Businesses, when engaging in Businesses should promote Businesses should engage
influencing public and regulatory inclusive growth and equitable with and provide value to
policy, should do so in a manner development. their consumers in a

that is responsible and transparent. responsible manner.

Source: https://www.pwec.in/assets/pdfs/consulting/esg/business-responsibility-and-sustainability-report.pdf

39 hitps://www.pwc.in/assets/pdfs/consulting/esg/business-responsibility-and-sustainability-report.pdf
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Format of BRSR Core#®

SEBI introduced BRSR Core in 2024 which encompasses a set of key performance metrices under the following nine
ESG attributes:

Green-house gas _ Enhancing
emissions Water footprint Energy footprint Embracing employee
(GHG) footprint circularity wellbeing and
safety

Fairness in

Enabling Enabling engaging with Openness of
gender diversity inclusive customers and business
in business development suppliers

Conduct a survey
with internal
stakeholders to

shortlist most
material topics Conduct a survey

ith external
stakeholders to
prioritise
shortlisted topics

Consider
materiality
assessment as a
continuous
learning process

Review the
materiality
periodically
involving internal
and external
stakeholders



https://www.sebi.gov.in/sebi_data/commondocs/jul-2023/Annexure_I-Format-of-BRSR-Core_p.pdf

Stakeholder inclusiveness

Stakeholder inclusiveness is the principle of considering all stakeholder viewpoints when making an organisational decision.
Organisations intend to address the expectations, viewpoints and aspirations of various organisational stakeholders through
ESG reporting. A useful approach is to establish materiality assessment as a periodical process to review and understand most
material aspects relevant to an organisation through stakeholder engagement. This engagement will provide the inputs
required to decide the materiality of ESG topics as well as provide an opportunity to engage with the stakeholders to build their
trust. Such materiality assessments and continuous stakeholder engagement will become a source for identifying new

market opportunities.

Context and comparability

An organisation’s ESG performance shall be considered within the wider context of sustainable development relevant to the
ESG topic under consideration, the size and sector of the organisation, its business model and the geography in which it
operates. Disclosure of management’s approach and performance of ESG topics shall be done in consideration with the wider
context for the stakeholders to understand the impact of the organisation. To provide context and comparability, reporting
organisations may:

Give due consideration Review key ESG topics
to the size and relevant to the sector in
geographic presence of which organisation

an organisation operates

Consider the Consider the local
business model of context of sustainable
the organisation development (e.g. Niti

Aayog’s SDG index)

03 04

Ensuring reporting quality

Aspects of quality of an ESG report should be established early in the process. Though these quality requirements will be
useful while preparing the report, considering them during the identification of stakeholders, analysis of materiality and
development of the measurement system is also essential to meet the quality requirements of an ESG report.
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Completeness*!

Another important aspect is to consider an organisation’s business functions, subsidiaries, joint ventures, special purpose
vehicles and the value chain from supplier till the end customer and, after careful consideration, decide the boundary of
reporting. It is not mandatory to include all entities in the first report. However, it is expected that the report describes the
boundary under consideration to provide the required amount of clarity to the reader.

For example, reporting on greenhouse gas (GHG) requires an assessment of Scope 1, Scope 2 and Scope 3 emissions.
Scope 1 emissions are emissions that originate from sources within the organisational boundary. Scope 2 emissions are
emissions which happen outside the organisational boundary, for instance, emissions emitted by the electrical utility provider
for the electrical energy supplied for lighting and heating used within the organisational boundary. Scope 3 refers to emissions
related to supplies, transportation, employee travel and products sold to the customers. For example, GHG emissions from
automobiles is a Scope 3 emission for petroleum companies. An organisation may progressively establish measurement
systems for Scope 1, Scope 2 and Scope 3. As per the BRSR reporting requirements, Scope 1 and 2 are classified as
essential (mandatory) and Scope 3 is classified as leading (voluntary).

Providing complete information about ESG performance in accordance with established reporting structures and organisational
framework can ensure that the data is comprehensive. Initiatives, achievements, impacts and performance during the reporting
period should also be included to:

Develop and disclose a timebound plan
to cover the complete scope

Define the boundary in the report
for clarity

Check if any relevant information is
omitted and provide a valid
explanation for the same

Define the scope for current
consideration where regulatory
requirements and organisational
readiness are some of the key
considerations

Ensure coverage of initiatives,
achievements and impacts during
the reporting period

Review whether the disclosure
covers all entities considered
for reporting

Have a comprehensive assessment
of the complete scope

41 https://www.globalreporting.org/pdf.ashx?id=12334
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Balance*!

Balancing the positive and negative aspects of the ESG performance of an organisation is considered to be an essential quality
of the reporting process. By giving due consideration to positive and negative performance, stakeholders can have a balanced
view of the ESG performance and impact of the organisations. Facts have to be presented objectively and an organisation’s
opinion about the facts must be separately stated to prevent them from influencing its stakeholders. One can present the facts
in a balanced way by:

Adopting an objective language
when talking about the highlights

Differentiating between
facts and organisational
viewpoints

Highlighting the
positive and negative
performance trends

Disclosures which are not balanced will expose the company to reputational risks related to greenwashing. Assessing the
positive and negative impacts of an organisation and its products and communicating the same in a balanced manner is an
important requirement of ESG reporting to build stakeholder trust and to protect the company's reputation.




Accuracy*!

Accuracy of information should be at a level that meets the purpose for which the information will be used by stakeholders. In
case of quantitative information, the level of accuracy will depend on the measurement and consolidation techniques used.
Qualitative information should be provided in accordance with the underlying evidence. Adequately describing the
measurement systems by including the source, collection, calculation and aggregation methods adopted will help stakeholders
understand the integrity of the disclosure and enhanced their trust in an organisation. Measurement systems can be devised
and calibrated to ensure that the required level of accuracy is achieved at the data source level by:

Calibrating measurement
systems periodically

Describing the details
of measurement
systems in the

Collecting and
storing back up
evidence for the

disclosure data collected
Establishing Carrying out data
measurement reconciliation

systems that can
provide the required
level of accuracy

using alternate
methods

Reviewing the Developing and disclosing
purpose of using the time-bound plans to improve
information by the accuracy of reporting,
stakeholders if required
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Clarity*!

ESG reports are prepared with the objective of easy accessibility, understanding and use. The language and format of the
report should be decided as per the stakeholders. The report may have pictorial or tabular representations to consolidate and
present similar information for easy comparison. Wherever acronyms and complex technical terms are used, abbreviations and
definitions must be provided. If the report refers to information disclosed elsewhere, a link or reference to the published report
or webpage should be provided.

Comparability*!

A report should disclose the information to assess the periodic progress of an organisation’s performance across a specific
time period, geography and entities such as subsidiaries and joint ventures. Mapping the trends over the years or comparison
across entities and geographies can enhance the comparability of an organisation. Some of the ways in which information can
be presented to provide context for the reader from them to understand the performance are:

Present information for the current reporting period and at least two
previous periods

%

: S Use accepted international metrics (e.g., kilograms, litres), and standard
conversion factors and protocols for reporting information

Present the current disclosures alongside restatements of historical data to
enable comparisons if there have been changes from the information
reported previously

I
()

Timeliness*'

Disclosure timelines should be defined as a part of the overall framework. During the first report, the organisation may
consolidate all its past achievements and performance. However, in the subsequent years, performance and achievements of
the year can be highlighted. Past performance could be provided to compare the current performance.

Verifiability42
Sufficient internal controls for the collection of data should be established. All back up evidence for the information disclosed

should be stored in a controlled environment by the reporting organisation. This could minimise the risk of material
misstatements in the report and support third-party assessments.

Organisation should be able to provide reasonable assessment of the uncertainties and risks associated with the disclosed
information: internal controls, checks and balances should be implemented, and precautions taken to mitigate the risks
and uncertainties.
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Notes
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