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Introduction
AN

ESG has gone beyond the buzzword and box ticking exercise to

become a must-have for organizations that want to create more values
for stakeholders

\

ESG represents factors commonly utilized to measure an
organization’s business model and contribution to sustainable
development.

|
It is now imperative for players in the financial institutions to
engage with ESG-related matters to future-proof their business

As such, the integration of ESG into their business model would help to
identify, manage and mitigate ESG risks that can affect financial

performance

N
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Defining ESG

ESG is used as a framework to manage a company’s risks

and opportunities created by the dynamic market and non-
market conditions

P

—

Health and safety
Staff turnover

It is the ability to create long term value in a rapidly

Human rights
Stakeholder engagement

Labour standards and

representation
Community rights

changing world, and managing risks and opportunities
associated with these changes

Gender parity

Land

and diversity
degradation

Board
Climate

independence

|
Environment, Social and Governance factors have emerged
over the years in response to both social and environmental

change

|
Sustainable

business
I', Biodiversity
1

|
pressures and as an understanding of the risks they represent

grew. Responsible Business is now defined by the inclusion

Protection

I
Executive ||
remuneration II
ll".lll Waste Environmental Governance /j
management :
Accounting
Air quality @ practees
of these factors into core business practice. il
Sourcing of raw
« Sustainability is the integration of environmental (planet), social
(People) and economic (profit) considerations into the business

operation and activities of an organization
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ESG Factors
(2]

4 N\

0-0

Social
Factors

Governance
« Company Culture Factors

* Human rights
e Labour standards &

Environmental
Factors

- Land Degradation representation « Board Diversity and

» Climate Change « Gender parity & Diversity Governance

* Energy Management - Employee Welfare & Benefits * Business Ethics

* Waste Management  Employee turnover * Anti-Bribery & Corruption

« Water Resource Management - Community Engagement Measures

* Pollution - Stakeholder Engagement » Shareholder Rights

* Responsible Sourcing . Health & Safety « Transparency & Disclosure
* Deforestation « Customer Privacy and Data * Compliance

« Air quality | Security

- Biodiversity Protection - Product Quality & Safety
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Global Trends Driving Demand For ESG Integration (1/2)

Climate
Change

Stakeholder

Urbanization
Concerns

Global Trends

Consumer and
Employee
demand

Regulatory
requirements

Society and
Demographics

mazars



Global Trends Driving Demand For ESG Integration (2/2)

Loss of Biodiversity

Extreme Weather Events

SAh

Ocean Acidification Negative Impact on Agriculture ~ Water Scarcity Health Issues (Covid-19)
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ESG and Value Creation

Recognising and closing the gaps in ESG business practices, enables the creation of value in a
virtuous circle of growth and progress for business sustainability

Opens New Markets

Informed strategic decision making

Manage Risk Unlock Opportunities

Lowers Cost of Capital
& insurance

Reduces Business Costs Attracts like-mind Investors

Attracts and Retains

Creates good Corporate Citizenship & Stakeholder Trust :
Skills & Talents

Strengthens Reputational Value Creates purposeful brand positioning

Establishes Sustainable Business Profitability

Motivates Employees
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Climate-Related Risks and opportunities (Example)

"

—*-;:-_D Policy and Legal * Use of more efficient modes of transport and
% * Carbon pricing and reporting obligations production and distribution processes
== * Mandates on and regulation of existing * Use of recycling
Transition products and services Strategic Planning Risk Management Resource  « \ove to more efficient buildings

* Exposure to litigation Efficiency . Reduced water usage and consumption

Technology + Use of lower-emission sources of energy

* Substitution of exislil‘lg products and services * Use ofsuppan_ive pa“:y incentives

¥

with lower emissions optians

* Unsuccessful investment in new technologies Financial Impact Energy Source

Market ' e
* Changing customer behavior Development ahdfnr expansion of low emissions
goods and services

* Uncertainty im market signals Devel fdi - di
e _eve npn_ﬂentc climate adaption and insurance
Products risk solutions

& Services  + Deyelopment of new products or services through

-

Use of new technologies
Participation in carbon market

-

Reputation

putat R&D and innovation
* Shiftin consumer preferences Income Cash Flow Balance
* Increased stakeholder concern/negative feedback Statement Statement Sheet

Access to new markets
Use of public-sector incentives
Access to new assets and locations needing

* Stigmatization of sector

@]

, ) ‘ ‘ + ‘ Markets insurance coverage
&P Acute: extreme weather events
o * Chronic: changing weather patterns and rising R T e e e —r
AN e m ,@ and adoption of energy-efficiency measures
Physical ® * Resource substitutes/diversification
bEQN Resilience

REVENUES EXPENDITURES ASSETS CAPITAL
& LIABILITIES & FINANCING

“Climate change presents global markets with risks and
opportunities that cannot be ignored, which is why

a framework around climate-related disclosures is so
important. The Task Force brings that framewaork to the
table, helping investors evaluate the potential risks and
rewards of a transition to a lower carbon economy.”

- Michael R. Bloomberg, TCFD Chair and Founder of Bl berg LP and Bl berg
Philanthropies, une 2017

Source: TCFD
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ESG Risk
Assessment and
Management

*Identifying potential ESG
issues that can affect
investment and devising
measures to mitigate it.

*Understanding the
implications of ESG factors
to make informed
decisions e.g ESG Due
Diligence and ESAP
monitoring

mazars

ESG Reporting and
Disclosure
Requirements

*The knowledge of
applicable standards such
as IFRS S1 & S2, SASB,
GRI, etc. is essential for
transparent ESG
disclosure

*This would also help in
providing financial related
data on ESG

Key ESG issues for Financial Institutions

ESG-Focused
Financial
Strategies/Products

*ldentify investment
opportunities that align
with ESG principles and
construct portfolios that
balance financial and non-
financial objectives

*Develop ESG aligned
financial products

Decarbonization
Strategy

-Inculcate Net-Zero plan to
reduce emission within its
operation and that of its
customers

-Devise strategy to reduce
emission within its value
chain




Some ESG regulations, Frameworks and standards

SUSTAINABLE 4 O —
Global @lFC|' T DEVELOPMENT ALS e S
s Performance Standards ne 3 "«".5[.‘ ma © :
Reporting ‘ 18 =
® (] ° 3
Initiative™

Principles for
Responsible
1. Nigerian Sustainable Banking Principles  [usimtes [t
2012 EEEIFRS EEEIFRS

aaaaaa

IFFIS s2

2. Climate Change Act 2021 RS ST o s IFRES2 s
3 . N ige ri a n S u Sta i n a b I e Fi n a n Ce P ri n Ci p I e S General Requirements for Disclosure of Climate-related Disclosures

Sustainability-related Financial Information

(2016)
4. Nigerian Code of Corporate Governance

(2018)

Tcm | TASK FORCE ON CLIMATE-RELATED
FINANCIAL DISCLOSURES

International Sustainability Standards Board International Sustainability Standards Board
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Frameworks changing the trends of ESG reporting

Pathway to ESG disclosure going mainstream

Launch IFRS
Sustainability

Disclosure
Standards
Adoption of IFRS
EU Corporate 2

e Sustainabillity

i Sustainability N —

50 Global o o 'Y Standards apply
- E ol — EU CSRD B IFRS
2 : =
Be F i ’ —em World

TC % Benchmarking R el European
. Alliance FORUM S;Fl.se!aha'bimy

\ ~ pHoxding

INTEGRATED - E - 3 WEE: ety

Q}CDP REPORTING <JR> : Common ik

- EU NFRD ) Rastc EEFRAG Subjact 1o

TSR - - NFRD
GREENHOUSE ISO 4 : Corporate R [N | Launch TNFD

GAS PROTOCOL N1 Rmeal.’lg"gﬂ’;g GOALS h

= 26000 . - I : I = :

1 1 EE EU CSRD

1997 2000 2005 2010 2011 2012 2014 2015 2016 2018 2020 2021 2023 2024

Nov 2021, COP26 announced launch of ISSB
Seeks to establish a global baseline for
sustainability reporting. Applies the financial
materiality concept.

Mar 2022, IFRS and GRI announced MoU

applies the impact materiality concept.

Xcpop - @

A not-for-profit

EEESIFRS ‘ ofl i

organisation that runs

A collaboration agreement to coordinate their work
programmes and standard-setting activities. GRI

INTEGRATED .f’IR\'
REPORTING NI/

a leading global frarmework
for environmental
reporting.

A not-for-profit, public interest
orgar to
er and g Y
accounting and sustainability
disclosure standards.

TCFD

m STANDARDS

Aug 2022, IFRS Foundation assumed
responsibility for SASB Standards
ISSB commiitted to building on the
SASB Standards and embedding its
industry-based approach to standards
development.

IFRS Foundation tocok over the monitoring
of the progress on companies’ cimate-
related disclosures from TCFD. IFRS S1

and IFRS S2 standards fully incorporate the
recommendations of the TCFD.

Somercws IFC 2023
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Key Steps for financial Institutions to drive ESG integration

*»Stakeholder Engagement

**Identification of priority/material ESG areas, risks and opportunities

s*Design an ESG action plan

“*Develop ESG Policies in tandem with action plans

*»Set targets for implementation

ssInvest in ESG trainings and capacity building for employees

*Embed sustainability into entire business value chain (including potential supply chain blind spots)
**Measure Performance on Sustainability Metrics

s Sustainability Reporting
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Conclusion

O Sustainability and ESG-related concerns have
become very important in making informed
decisions and reducing non-performing loans for
players in the financial institutions.

O ESG consideration has now been introduced to
better enhance financial performance and
mitigate financial risks especially in credit and
mergers & acquisition processes.

O The integration of ESG within an organization
requires the collective effort of every member of
the organization

13
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