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Foreword

[SO (the International Organization for Standardization) is a worldwide federation of national standards
bodies (ISO member bodies). The work of preparing International Standards is normally carried out through
ISO technical committees. Each member body interested in a subject for which a technical committee
has been established has the right to be represented on that committee. International organizations,
governmental and non-governmental, in liaison with ISO, also take part in the work. ISO collaborates closely
with the International Electrotechnical Commission (IEC) on all matters of electrotechnical standardization.

The procedures used to develop this document and those intended for its further maintenance are described
in the ISO/IEC Directives, Part 1. In particular, the different approval criteria needed for the different types
of ISO documents should be noted. This document was drafted in accordance with the editorial rules of the
[SO/IEC Directives, Part 2 (see www.iso.org/directives).
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Introduction

0.1 Whatis ESG?

Environmental, Social and Governance (ESG) is a strategic and operational framework that aims to
assist organizations, of any size and type, to implement and report on their activities, products, services
and commitment to support the achievement of sustainable development, social justice and good governance.
Adopting ESG brings a clearer focus on an organization’s impacts on the environment and society, including
contribution to the delivery of the United Nations (UN) Sustainable Development Goals (SDGs)[L], as well as
evaluating the impacts of the environment and society on the organization.

ESG is distinctive for organizations partly because it focuses the attention of decision-makers on the impacts
and accountability of organizations with respect to communities, the environment and everyday lives.

Regulatory Hodies, policy makers and investors are particularly interested in ESG for this pr
and because feveryone has the potential to be an interested party in the outcomes of ESG activit

Being open, honest and factual about all aspects of the organization is a positive ESG trait whi
good governgince (the “G” of ESG) that takes full account of the direct and indirect, individual g
end-outcomds of organizations’ activities, products and services and has regard-for externj

regardless of their source, type, size or jurisdiction, including their supply chainsand customefs.

ESG involves|accurate and regular reporting of financial and non-financial material impacts, b
just about reporting. The focus of this document is deliberately on the implementing and embe
practices and values throughout an organization’s culture and activities:

EXAMPLE 1 | ESG can include:

Environnpental (E): climate change mitigation and adaptationysustainable resource use and energ
circular gconomy, prevention of pollution and waste managemment, protection of the environment, bi
restorati¢n of natural habitats.

Social (S)
consume
organizaf
other hur

: internal and external social factors and infpacts, including human rights, labour practice
" issues, community relations and engagement (including involvement in, influencing and ¢
ion’s ESG activities), privacy and datapfotection, health, well-being and safety, supply chain
han capital and social justice issues,

Governar
corporatg
compens
in the val

ce (G) of the organization, ineluding the governing of the environmental (E) and social

htion, anti-corruption, responsible political involvement, fair competition, promoting social
lie chain, respect for propeérty rights and interrelationship with communities and society.

ESG draws
Furthermord

n and supportsCthe UN SDGsl!l to help define positive social and environment

EXAMPLE 2

to safe water,
is engaged w
demonstratin

SDG 6 is'te‘ensure the availability and sustainable management of water and sanitation
sanitation”and hygiene can be a material consideration for the organization and the ¢
th. 1S0~46001[2] can help organizations or communities who heavily rely on water 3
b their ESG credentials.

Ecise reason,
ies.

th underpins
nd collective
11 influences,

wn

ut ESG is not
dding of ESG

y efficiencies,
bdiversity and

, decent work,
mbedding the
management,

S) categories:

board composition and. (structure, strategic sustainability oversight and compliance, executive

responsibility

al outcomes.

, ESG can be epnsidered as connected to and convergent with sustainable development.

for all. Access
pmmunities it
ctivities with

This document is intended as a contribution for organizations considering the impacts of the
how they can optimize the links between ESG activities in the context of selected SDGs.

NOTE
53002)I31,

ISO in collaboration with UNDP have developed guidelines for contributing to the UN SDGs (I

0.2 ESGlandscape

17 SDGs and

SO/UNDP PAS

ESG’s broad perspective necessitates a wider set of reporting standards, both financial and increasingly
non-financial, that allow organizations to demonstrate their current state of ESG achievement, progress or
maturity and to ensure certain levels of regulatory compliance or conformity with national or internationally
agreed ESG standards. Many interested parties need to be able to rely on and understand the ESG reports.
Therefore, more than ever, the measurement and reporting of environmental and social outcomes need to be
undertaken and performed in a standardized, credible and verifiable way.
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The ESG landscape is currently complex. There are many overlapping and competing ESG standards and
frameworks, some mandatory requirements, some voluntary and some commercial. Different methodologies
and forms of measurement, varied definitions and competing approaches result in confusion and this
has undermined the trust in ESG claims which, in turn, has tended to discourage investment and further
engagement in ESG by organizations.

0.3 The evolving ESG landscape

As regulation and legislation on ESG develops around the world, there is an increasing awareness that
mandatory disclosure and market transparency around ESG outcomes, impacts, risks and opportunities
will continue to expand. The continued expansion of ESG and sustainability reporting and disclosure
requirements over the next few years are likely to focus organizations’ attention on how to manage the
increasing demands. For example, senior finance and sustainability executives in large corporations are
increasingly recognizing the need to be well prepared in ESG reporting as new requirements unfold.

The overall HSG landscape is evolving and extending:

— Senior efecutives understand that meeting ESG requirements requires engagement with a broad range of
interest¢d parties. While ESG demands typically come from investors, board menibers, sharjeholders and
customefs, it is critical to consider the interests of all interested parties including personngl, customers,
supply ahd value chain partners, regulatory bodies and the communities in\which they ar¢ located and
serve. Increasingly, shareholders (including the more vocal activist shareholders) are demfanding more
emphasip on sustainability and ESG impacts.

— The nunjber of organizations that ESG covers is expanding, including smaller interested parties (e.g.
small anfl medium enterprises [SMEs]) who are seeking or devéloping ESG goals similar to those of large
corporatffions, on a voluntary basis. They require as much support, guidance and attention ps those who
are manglated to report and disclose.

— The tendlency has been to focus mainly on climatesrelated risks, resource use and cirdularity, such
as achiefing net zero and other environmental r€porting requirements. Environmental focus has
dominatpd ESG in corporate settings. Increasingly social and governance factors need tp strengthen
given th¢ recognition that the environmentakand social factors have to coexist and be incorporated into
the govefnance of an organization.

— There i recognition of how ESG information and frameworks are implemented ard practised.
Organizdtions of all types and sizes-are determining how to build ESG information.

— The imp¢rtant directions for organizations include:

— how]to maximize the potential of ESG data and information for building organizational|ESG profiles,
manpging impactsimproving sustainability and providing evidence for functional accpuntability;

— monjitor and evaluate the quality of their ESG performance;

— improve their decision-making;

— iden':ify trends and employ analytics to monitor their policies and direction for ESG im|provements.

Implementing the ESG framework can improve and accelerate organizational strategies and actions on
sustainability by shaping policies and practices related to the environment, social values and conditions.
The increased value resulting from adopting the ESG framework is demonstrated through ESG strategies,
actions and how ESG reporting is conducted. Therefore, ESG strengthens both the organization and the
community.

There is a growing recognition that ESG can and should be viewed as a core lever in an organization’s
success, by expanding its economic, environmental and social development pathways, building competitive
advantage and accelerating sustainability and prosperity.

© IS0 2024 - All rights reserved
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mework

This document, as an ESG framework, provides overarching principles, a coherent structure and guidance for
ESG, so that all interested parties can be reassured that they are working within the same set of principles.
This ESG framework is intended to be flexible so it can be applicable to organizations of all sizes, sectors and
jurisdictions, while reflecting changes in emphasis that can emerge within ESG more widely. This document
allows for regional and economic differences, including flexibility for organizations in developing regions
and those with limited resources. For example, the framework is designed to be accessible to SMEs and
organizations in developed and developing countries, whether they are required to report on ESG or are
engaging in ESG on a voluntary basis.

The document offers incremental pathways for organizations with limited regulatory oversight or technical
capacity, enabling all organizations to engage in ESG practices.

An ESG strafegy and implementation are intended to propel sustainability. Pursuing this doq
principles cah add significant value to an organization in terms of:

regulat
regulate

resourc

climate

The aim of th
of all types a
manner. The

and approac
without rew
cross-cutting

This docume
communities
This docume
facilitating s

The principl
disclosure ar
evaluation of

raising ¢apital: ESG can be a requirement/rating criterion;

custome
personi

sharehdlders: potential improved returns, future proofing, reducing reputational risk;

ry relationships: “green” labelling and marketing are already orsin the proc

br's: increasingly customers can buy or be retained on the basis@f ESG “values”;

el: drawn to organizations with a pro-ESG culture;

p utilization: improving the circularity of finite yesources;
mitigation and adaptation actions: promoting climate transition and enhancing

js documentis to assistas wide a group ofinterested parties as possible and to help d
Ind sizes to start, deepen or mature their ESG journey in a clear, accessible and str

hes. The ESG framework (see Figure 1) draws on relevant existing Internations
Fiting them, to bring together trusted materials in an overarching structure of p
F themes supported by key-performance indicators (KPIs).

htresponds directly-tethe identified needs of interested parties, including business
, governments and~consumers, who in turn need to respond to regulatory r

Istainable change.

ps framework in this document focuses on the non-financial aspects of claims, r
d nofsolely on accounting practices. Tangibles and intangibles should be integrat
risks and opportunities.

ument’s ESG

ess of being

d and climate-related disclosure requirements for many organizations are likely t¢ increase;

resilience.

rganizations
nightforward

ESG framework is intended to be.cdmplementary to and interoperable with existing voluntary
and regulatdry reporting frameworks to facilitate global harmonization and alignment on E

G principles
h] Standards,
rinciples and

es, investors,
Pquirements.

nt is outcome<focused and performance-based, enabling a holistic and measuralple approach,

bporting and
ed within the

The main components of this document are presented in Figure 1.
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ESG principles
Value / ethics

Environmental Social
\ Core Core
Indicators
Maturity matrix

Verification / assurance

Conformity assessment

0.5 Maturit

The ESG fra
productive
governance
fail result, bu

A maturity 1
environment
starting thei

Figure 1 — Main components of the ESG framework

y

at four levels of maturity. This document is designed to accommodate organ
I ESG journey, those underway butnot sure where to go next and those with som

but who wisl to keep going or push boundaries, becoming leaders in the field.

Maturity sho
reports shoy
intent (i.e. sg
or specificat

Greater mat

uld also be considered in terms of how ESG credibility and trust are embedded. ES

on.

and social ifnpacts, botht%at an organizational level and, externally, to the wider commun

environment|.

mework goes beyond reporting, recognizing that,positive outcomes will be m¢re effective,
nd sustainable if a supportive ESG culture is.etmbedded throughout the organization. Good

jG) enables the development of a coherent ESG culture. ESG is not a fixed position

tajourney of growth and deepening ESG maturity, integrating continual improvenent.

with a pass/

hatrix is included in 7.6, showing thedifferential outcomes for communities (sofial) and the

izations just
e experience

G claims and

1d be true, fair and not misleading (see 9.2.3). ESG implementation should always follow the
irit) behind the words)and not just the literal reading of any statement, requiremgnt, rule, law

irity in ESGshould bring increased value and added innovation in tackling ejvironmental

ties and the
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Framework for implementing environmental, social and

governance (ESG) principles

1 Scope

This document provides a high-level framework and set of principles to give guidance on how to implement
and embed environmental, social and governance (ESG) within the culture of an organization to support

managemenf of ESG performance, measurement and reporting, enabling consistency, comp
reliability of [ESG reporting and practices globally.

This document provides guidance that identifies high-level principles and thinking that'cover a
ESG, thus prgviding integrated solutions, with measurable key performance indicatots{KPIs) t
evaluation of maturity levels within the organization.

This documeint is applicable to a wide range of organizations of all types and sizes across the gl
SMEs and orfganizations in low- and middle-income countries. It is complementary and intero
existing voluntary and regulatory reporting frameworks to facilitate glgbal harmonization aj
on ESG princfples and approaches and is not in itself a reporting framework.

2 Normative references

There are no|normative references in this document.

3 Terms and definitions

For the purppses of this document, the following terms and definitions apply.
ISO and IEC maintain terminology dataha$es for use in standardization at the following addres

ISO Onli

e browsing platform: available at https://www.iso.org/obp

[EC Electropedia: available athttps://www.electropedia.org/

3.1
sustainabiliky

state of the gdlobal system, including environmental, social and economic aspects, in which the
present are rhet witheut compromising the ability of future generations to meet their own neeq

[SOURCE: IS Guide 82:2019,[4] 3.1, modified — Note 1 to entry and Note 2 to entry have been g

hrability and

| elements of
b support the

bbe including
perable with
hd alignment

Ses:

needs of the
IS

eleted.]

3.2
sustainable development

development that meets the needs of the present without compromising the ability of future generations to

meet their own needs

[SOURCE: ISO 26000:2010,[2]1 2.23, modified — Note 1 to entry has been deleted.]

© IS0 2024 - All rights reserved
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3.3

interested party

stakeholder

intended user

person or organization that can affect, be affected by, or perceive itself to be affected by a decision or activity

EXAMPLE Customers, owners, people in an organization, providers, bankers, regulators, unions, partners or
society that can include competitors or opposing pressure groups.

[SOURCE: IS0 9000:2015,[¢ 3.2.3, modified — "intended user" has been added and Note 1 to entry has been
deleted.]

3.4

personnel

individuals i fge, or in any

contractual ffelationship that depends on its activity from the organization

[SOURCE: IS 37301:2021,[71 3.22]

4 Principles and practices in ESG

4.1 Overarching principles

The followinlg principles are central to its development and should<be“applied throughout it$ application,

reporting anfl assessment:

a) Integrity: applying commonly shared ethics, utilizing eletiients of independence, objectivjty, openness
and transparency in all ESG decision-making and reporting; with effective accountabilitylmechanisms
based or] sound leadership, systems and controls, including feedback from interested partips.

b) Outcomgps-focused: identifying, evaluating and managing the direct and indirect, strategic and
operatiopal outcomes, as well as the outcomes of environmental and social impacts based|on decisions
and actiyities, including intended and uninténded consequences on and from the organizatfion.

c¢) Equity: pnsuring shared values and a balance of interested parties’ interests in as objective, fair and
impartidl way as possible, bearing inimind long- and short-term risks and opportunities, practicalities
such as ilesource availability, materiality dimensions and the interests of all relevant inter¢sted parties,
including future generations.

d) Risks and opportunities:integrating the identification, understanding and management of risks and
opportuhities into ESG/strdtegies and operations, including across the value chain and bropder impacts
on and ffom the enviténment and society.

e) Evidence-based: identifying and evaluating outcomes as scientifically or analytically| as possible,
using reliable;yerifiable evidence, prioritizing external and internal risks and opportunitfies and their
materialfty:

f) Maturity: continuous improvement, embedding and updating of good practice to integrate ESG as a

core value within the organization with effective risks and opportunities management, measurement
and reporting, ensuring that ESG becomes integrated and owned as part of the DNA, core values, drivers

and learning, rather than an external one-off, tick-box requirement.

4.2 Risks and opportunities

4.2.1 General

Identifying and understanding risks and opportunities within ESG is fundamental when considering ESG
impacts on the organization or by the organization and should be captured by senior management who set
the tone for their organization. Once identified and understood, the organization should manage risks and

© IS0 2024 - All rights reserved
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opportunities or have processes and procedures in place to handle risks and opportunities that have been
determined as significant.

Many risk management experts consider risks as being both positive and negative and therefore base risks
and opportunities under the term “risk” (see ISO 31000L[€l).

For the purposes of this document and to aid the understanding of risks and opportunities, risks are negative
and opportunities are positive (e.g. the risk of losing lives or property in a flood is negative). An opportunity
(positive) created by flooding could be to develop new flood defence mechanisms, sell more flood sacks or
create more natural flood defences, effectively nurturing habitat recovery.

Risks and opportunities relate to an uncertain event or condition that, if it occurs, can change the effects on
one or more factors or impacts of ESG. Opportunities as a type of risk can represent the potential for positive
outcomes or benefits.

The uncertailnty of risks and opportunities should be identified and/or determined and asgessgd if they are

to contributd
whether furf
mitigation, a
opportunity
of risks and
can be subje

The respons
evaluatil

depende
decision

consider

and opp¢rtunities through engagement (see 4.4.3);

consider

as material impacts. The significance and magnitude of the risks and opportunitie
her action should be taken. Risk and opportunity assessment in an ESG ¢ontex|
Haptation or acceptance of the consequences or potential consequences With no act
thresholds vary individually and organizationally, therefore the identification an
opportunities, including the likelihood of something happening,within a given
tive.

e to the assessment can be determined by:
1g the assessment;

hcy on the risks and opportunities appetite of the organization or individuals

)

ing and respecting all relevant interested: parties’ knowledge and understanding

ing the inherent characteristics of the system (e.g. organization, process, enviroi

s determines
t can lead to
ion. Risk and
1 assessment
ime horizon,

making the

b of the risks

hment, social

systems]: systemic attributes;

asystems-thinkingapproachtothe consequences ofthe actions taken (ornot),i.e.upderstanding
k-on effects (e.g. mitigating-or adapting to the flood risks in one area creating|upstream or
cam catchment effects)(

adopting
the knoq
downstr

ESG risks andl opportunities areZdetermined in the context of:

ESG factprs and their a§sociated impacts;

materialfty (financial'materiality and/or impact materiality, inside out/outside in impacts)|

E
significajnce andsmagnitude of each impact;

whether|théy are direct or indirect impacts;

interested parties’ views of actual and/or perceived risks and opportunities;
— opportunities and their associated benefits.

Embedding a strategic, risks- and opportunities-based approach to ESG, often alongside sustainable
development, within the organization’s activities, supports effective and coherent planning in managing
negative and positive outcomes in the short, medium and long term.

Risks and opportunities should be considered across the whole organization, throughout the product,
service life cycle and value chain, both internally and externally.

Both risks and opportunities and their consequences can be identified from performing either a risk and
opportunity or materiality assessment. When risks are identified, decision-makers should treat the direct

© IS0 2024 - All rights reserved
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cause, root cause or indirect cause(s). When opportunities are identified, decision-makers should be
proactive and look for emerging opportunities. In both cases, this ESG framework is an aid for producing
solutions.

4.2.2 Principles and framework

4.2.2.1 Principles

Risk and opportunity principles are based on the creation and protection of value. The characteristics of
effective and efficient risk and opportunity management have been identified as having an approach which is:

— Integrated: a holistic approach considering the organization’s activities in relationship to society and
the environment.

— Structured and comprehensive: contributes to consistent and comparable results.
— Customized: customizable and proportionate to the context of the organization’s ESGirelate¢d objectives.

— Inclusive: appropriate and timely involvement of interested parties, ensuring their views qre heard and
taken info consideration when developing and implementing ESG-related strategies and acfions.

— Dynamig: anticipating, detecting, acknowledging and responding to-changes in real [time and as
circumstances dictate, remembering to report significant changes that.change the magnitude of material
impacts jn a timely manner.

And considers:

— Bestavdilable information: using scientific and credibleififormation where possible, while identifying
and communicating assumptions, limitations and uncertainties.

— Human pnd cultural factors: considering behavigur and culture as having a significant|influence on
risk and|opportunity assessment, impacting alHevels (e.g. individual, team or group, orjganizational,
societal,|cultural) and stages (e.g. identification; assessment, mitigation or response, conjmunication),
including those outside the organization and.geographical regions.

— Continupl improvement: using the learning and experience to hone the risk and opportunity evaluation,
strategig¢s and implementation of actions.

NOTE Se¢ IS0 31000.[8]
4.2.2.2 Framework

4.2.2.2.1 (eneral

ESG adds an additional’dimension to risks and opportunities and their management: the organifation should
identify, assgdss.ar'évaluate, manage (and report) risks and opportunities posed by the organization to the
environmen{ dnd society, notably to the organization’s immediate and potentially widespread communities
that can be affected or supported Dy 1ts activities.

A key aspect of a risk and opportunity management framework is to facilitate engagement and analysis
with interested parties, integrating their views and expectations into significant activities, functions and
systems thinking, to inform decision-making and drive strategic outcomes.

The effectiveness of managing risks and developing opportunities will depend on the effectiveness of
engagement with interested parties. Risk and opportunity management should draw on the differing
perspectives of all relevant interested parties. Where the organization is carrying out ESG-related activities
and reporting, this should reflect the risks and opportunities, not only to the organization but also to other
interested parties that can be affected.

© IS0 2024 - All rights reserved
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Adequate resources should be committed by senior management, enabling safe management of harm and the
ability to seize suitable opportunities. A robust ESG roadmap should support the decision-maker allocating
resources in accordance with the ESG needs.

There are many International Standards to help organizations manage risks and opportunities (see 4.2.4).

The explicitly external-facing perspective in assessment of ESG risks and opportunities requires additional
tools to define and evaluate the environments and communities potentially affected (e.g. environmental risk
assessment and/or social impact assessment).

Given that much of ESG, especially social impact, can be new to organizations, there is an even greater
necessity to work collectively with organizations in the sector. Decision-makers need to evaluate the
impacts within sectors and wider interested parties. Firstly, by establishing reliable and credible evidence
sources and secondly, by determining how to test and evaluate shared data and information. Innovative
organizationfs will follow the ESG framework to prepare and refine data having new data sdts related to
KPIs, learning how to reject erroneous data or unsuitable results.

Horizon scamning is important, as regulatory requirements, social expectations and gener:
norms are lik

ely to continue to evolve and change focus.

lly accepted

Market scan
organization

hing, trend analysis, predictive modelling and forecasting can also‘dssist in det
s exposure to emerging or foreseeable ESG risks and opportunities.

brmining the

Aspects such as climate change, biodiversity, human rights, modern;day slavery, equality,
inclusion, as
and downstr

diversity and
bociated not only with the organization, but also its valug‘ehain and customers (].e. upstream
eam), should be evaluated.

irties should
of value.

Appropriate
empower thd

communications and engagement by organizations with relevant interested p3
se interested parties to become active contributors in the creation and protection|

4.2.2.2.2 Risk and opportunity framework development
Risk and opplortunity framework development is.a function of good governance and should be ¢onsidered in
terms of:

Leadership and commitment: top management/governing and oversight bodies, wheie applicable,

NOTE 1

should bg a dynamic force and proagtive, and ensure appropriate resources are made avail
stage anfl level of the ESG-related'risk and opportunity cycle, including communicating in
appropriate manner according.to-the circumstances.

Integration: understanding-the organizational structures, risk culture and context of the
and usinlg this understanding to integrate risk and opportunity evaluation and managemse
aspect off the organization, including consideration of external environmental and socia
impacts.

able at every
a timely and

brganization,
nt into every
| factors and

Design: [riskcand opportunity evaluation, strategies and implementation programmg
communfications and engagement) need to consider all relevant ESG factors and impacts (u

s (including
derstanding

Implementation: developing appropriate plans, policies and procedures, adequately resourced and
authorized, based on the decision-making process and the organization’s ESG risk appetite, taking into

consideration interested parties’ views, to identify and implement reinforcement, mitigati
sustainable and other proactive actions in pursuing objectives.

on, adaption,

Evaluation: establishing periodic reviews of the effectiveness of the risk and opportunity framework,
while ensuring intervention can be carried out when significant risks and opportunities appear.

Improvement: adapting and implementing lessons learned with new understanding in the

fast-evolving

ESG and sustainability arenais an importantaspect of risk and opportunity creation and protection of value.

See IS0 31000!8] for further information on risk.
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Risk and opportunity governance involves assuming accountability for the organization’s continual risk and
opportunity identification, response and communication of the chosen approach to the relevant interested
parties as necessary.

To ensure that the organization fulfils its purpose and achieves the intended strategic outcomes, the

governing bo

dy (or leadership) should:

to be approached;

commun

icates the nature and extent of the risks and opportunities faced;

oversee the organization’s risk and opportunity management activities.

NOTE 2

4.2.3 Ris

Se¢ IS0 370000 for further information on governance.

and opportunity-based approaches

build the culture for the organization with respect to how the management of risks and opportunities is

ensure that when the governing body (or leadership) makes decisions, it assesses, treats, monitors and

To ensure optimal risk- and opportunity-based management of ESG, an organization can implement the

following prgcess:

Establis|
external

a)

Identifig
can affed

b)

Evaluat
opportu
medium

)

d) Treatmg
selecting
mitigate

risks a

systema
conducts
opportu
they fall
governin

4.2.4 Furt

For more inf(

n
MonitO\]‘ing and reporting of (ESG risks and opportunities: organizations shoul

ing the organization’s strategies and priorities: managing the organization’s
ESG risks and opportunities.

ration of ESG risks and opportunities: identifying specific ESG risks and oppot
t the organization and its interested parties.

on of ESG risks and opportunities: analysing and validating the probability
hities arising and assessing their impact onoutcomes for the organization ov
and long term, including any impact on all itSiinterested parties.

the appropriate risk and opportunity strategies (accept, adapt, avoid, escala
monitor, reduce, transfer, etc.),and deploying the necessary tools to effectively
opportunities (artefacts, controls, policies, procedures, etc.).

[ic and ongoing monitoring of their ESG risks and opportunities; ensuring regula
d to monitor their ¥isks and opportunities and identify any that fall outside of!
hity appetite and tolérance and in these instances, to manage these risks and opp
back within risk’appetite/model. Regular reports should be presented to the o
g body (or leadership) and, where appropriate, its regulators and other interested

her information

rniation on risks and opportunities, see ISO 31000,[8 IEC 31010,[101 [SO 31073[11] ay

internal and

tunities that

of risks and
er the short,

ent of ESG risks and opportunities: within the organization’s risk and opportunity appetite,

te, innovate,
address ESG

1 implement
" reviews are
the risk and
ortunities so
rganizations’
parties.

)d IWA 31.[12]

4.3 Accou

ntability and transparency

Accountability and transparency are critical principles of ESG, emphasizing the need to understand external
perspectives and shape organizational activities to account for and deliver external social and environmental
outcomes, with the engagement and support of external interested parties. Organizations disclose relevant
and material information about their operations, value chain, performance and impacts on ESG factors.
Transparency and accountability build trust, help to manage reputational risks, and foster investor and
other interested parties’ confidence. Organizations are encouraged to publish an annual/periodic ESG and/
or sustainability report, detailing its ESG initiatives, progress and future goals. Inadequate transparency
can pose significant risks to interested parties’ trust and organizational reputation. To mitigate or treat
risk, organizations should implement clear communication strategies and ensure the accuracy of disclosed
information (see 7.7 and 9.2.3.1).
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4.4 Ildentification and engagement of interested parties

4.4.1 General

ESG interested parties are organizations or individuals that have interests in any ESG decision or activity.
Interests create relationships, even if the organizations or individuals are unaware of them.

It is therefore important to identify interested parties (see Figure 2) and engage with them in relation to the
interests that could actually or potentially be the basis for a claim.

NOTE Here, claim is not the same as a conformity assessment claim, or a claim about financial or legal issues, but
rather a claim about the right to be heard (see ISO 26000:2010,[21 5.3.2).
er )

Interested Partners/ -
parti suppliers [N

Environment ) As appfopriate
Needs and Sustainable protection Decent work Sustainable Quality of tolthe
expectatfons > partnership and social and quality of growth and products and sector, jor other
responsibilit work life profitability serviees intefested
P X parties
SOURCE: Adgpted from ISO 9004:2018,[13] Figure 2.

Figure 2 — Examples of interested parties and theirneeds and expectations

4.4.2 Identtification of interested parties

The identific
of the interes

When identif]

Who mig
impacts

and/or qualitatively assessed?

How to i

Are thos
out or di

Who hag
Who can

htion of interested parties should ensure thatall identified as having interests are re
ts being pursued.

ying interested parties in relation to ESG-related interests, the following questions shd

htbe affected by the decisions eractivities, including those in the value chain, reme
can be direct or indirect, perceived or actual, past, present or future, and, can they

lentify all the relevaqitiinterests and who will likely express concerns?

e expressing thé-concerns invoking a representative voice and are any interests
sadvantaged-or.excluded inappropriately?

been involved when similar concerns needed addressing?

help‘address specific impacts?

presentative

uld be asked:

mbering that
be quantified

being missed

Who ca

affect the nrgani7nfinn'c nhi]ify toact rpcpnncih]y?

What are the legal requirements and other requirements?

4.4.3 Engagement with interested parties

Engagement with relevant interested parties is a critical element of ESG-related issues. It leads to increased
understanding and relationships with those interested parties who can add a perspective otherwise
overlooked or missed which can result in a strengthened solution.

Relevance, in terms of interested parties, should be carefully considered, transparent and appropriate to the
ESG-related impacts.
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Where interested parties are being represented indirectly (e.g. by other parties such as associations,
community leaders, consultants and NGOs), every effort should be taken by the organization to ensure that
those representing them should have, wherever possible, the authority, knowledge and understanding to
speak or advocate on behalf of the interested parties.

NOTE The representation can provide a balance of representative views.

This engagement should follow a structured, unbiased and transparent process. The engagement process
should enable common understanding and seamless communication among the interested parties (e.g. not
creating undue complexities in messaging for those who do not or may not have technical expertise).

There are many reasons for an organization to engage with interested parties. The reasons for the use of
ESG-related engagement can include:

— increasegtr dITspdr eIy,

— increased understanding and awareness of the impacts of its decisions and activities on specific
interest¢d parties;

— determifping best approaches to increase beneficial impacts of the organization’s'decisions pnd reducing
any negdtive impacts;

— ensuring claims are perceived to be credible;
— highlighting any conflicts of interests and reconciling conflicts with evidence-based reporting;
— fulfilling legal obligations.

Engagement|with interested parties takes many forms and“@an include one or more of the following
depending o the engagement and context of the informationwequired:

— surveys and questionnaires;

— focus groups;

— public cdnsultations;

— panels of interested parties or advisory committees;
— workshdps and roundtables;

— partnerghips and collaborations;

— intervieys and one-onzone meetings;

— public regporting an@disclosure.

Consideratioh should be given when selecting, using and interpreting the engagement methodologies as to
whether biag or'Systematic errors can be introduced. Decision-makers should recognize and appreciate the
limitations ahdadvantages of each method used before, during and after the activities are carrjed out.

Engagement with interested parties is a two-way process. It is important to involve those interested parties
that will be implementing changes and those influenced by it. All opinions should be considered. This ensures
that impacts are thoroughly identified and assessed in terms of significance and likelihood of their impacts.

Engagement with interested parties should be representative and inclusive to enable a balanced view of
ESG and especially social value, for all groups affected by an intervention or activity. The environmental
conditions and social well-being for future generations should be taken into consideration. The particular
interests of different groups of interested parties can vary but can follow the broad spectrum set out in

Figure 2.
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4.5 Materiality

4.5.1 General

Materiality in ESG is the attribute attached to ESG factors and their impacts that enables an organization
to identify and prioritize impacts (positive or negative, or both), develop strategies and action plans, and
implement change, while allowing the organization and other interested parties, including intended users,

to make deci

NOTE 1

sions and judgements on the organization, its products and/or services.

interested parties.

NOTE 2

The selection and prioritization of materiality impacts can influence investors and other decisions of

Dependencies: reliance on natural resources (e.g. water, precious metals) and people (e.g. personnel,

communities) can influence investors or be included in regulations and frameworks. Dependencies can also include

operating in rlegions where there is rule of law and a stable economy, which can cause impacts throug

and reduced r

NOTE 3

psilience.

rth disruptions

Nof all interested parties can assert influence on the organization and therefore,the organization itself
considers how it can reduce/minimize or eliminate the impacts on others.

The materiality assessment identifies what impacts are significant to an organization, both ifternally and

externally (e

disclosure re¢quirements expect an organization to determine what matterson a consistent and
basis and thgn act proportionally.

Materiality a
significance

Materiality s
of the mater

validity of the data and information used. Therefore, itis“important to obtain robust data and
and provide {
materiality g
and confider

handled appi

Materiality i
should have |
significance

should be co1

Materiality n
initially and
impact thati

Critical and
the future.

4.5.2 Keyc

g. within the organization and for intended users and interested‘parties). Most r

sessments provide a systematic approach to identifying and assessing relevant im
bf those impacts on the organization, environment andjor for communities and socie|

hould be based on up-to-date data and information relevant to the ESG impacts. T
ality assessment and claim will have a correlation with the quality, accuracy, ti

he traceability and transparency of thatdata and information considered from the
rocess and to review it to ensure that itfemains current. Not only does this provi
ce in the materiality process, it also ensures that changes in materiality are ic
opriately during and between réporting cycles.

mpacts can occur at any time-(e.g. floods, wildfires, employment disputes) and ¢
processes and procedures\for regularly reviewing and assessing ESG impacts to de
fo the organization, supply chain or other relevant interested parties. Once ident]
nsidered and takenas.necessary (see 4.5.3).

nay be entity-, sector- or interested party-specific. The organization should identif
avoid inappropriate selectivity during the materiality assessment (e.g. avoiding
hterested parties are concerned about but the organization would rather ignore).

Kignificant impacts may be perceived or actual, direct or indirect and historic,

eporting and
transparent

bacts and the
ty (see 4.5.2).

he credibility
meliness and
information
outset of the
e credibility
lentified and

rganizations
ermine their
ified, actions

y all impacts
a significant

rurrent or in

oncepts of materiality

There are two main concepts in determining materiality:

a) Making a distinction between the impact of the organization externally (“inside out”) and the impacts
on the organization from the outside (“outside in”). These include environmental, social and governance
impacts in both directions. “Inside out” and “outside in” effects are typically broader than those set outin
b) below as they are typically considered from a sustainability perspective, including economic factors,
e.g. whether the activities of an organization are or can affect the well-being of relevant interested
parties (including planet, environment and society); these include outcomes affected indirectly through

the orga

nization’s impacts on the environment and society.
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b) The accountancy-based approach distinguishes between financial risks and non-financial risks.
Financial materiality considers all impacts that affect, or can affect, the organization’s financial
position, such as food and energy costs rising due to climate related flooding, drought or wildfires. Non-
financial risk can be reputational damage resulting from missing an organization’s stated greenhouse
gas (GHG) emissions targets (if not mandatory), but this can also have indirect financial implications,
such as brand erosion or regulatory enforcement action (including fines, refusal of licences, ineligibility
for public or other contracts having specific ESG requirements). Another example of indirect effects is
replanting forests after logging but using species that do not support the local community food source
or re-establish a biodiverse ecosystem as the previous tree species did.

NOTE

In b) when both concepts are used together this is considered to be “double materiality” as used in the

European Union’s Corporate Sustainability Reporting Directive (CSRD) requirements. For other ESG frameworks, such
as the IFRS Foundation’s Sustainability Disclosure Standards, developed by the International Sustainability Standards

Board (ISSB),

While these
impacts, the
disclosure of
responsibilit

focus is primarily on sustainability-related financial information.

development of strategies and action plans, implementation of positive change’and
its position along with the governance arrangements in respect of envirorniment
jes.

4.5.3 Acti

n
When carry];g out a materiality assessment, all impacts should be idefitified and explained

are subsequ
independent

identification of materiality has been carried out and recorded.

For reportin
impacts and
reporting. W
list all mater

Actionable aj

process

Identific
evidencd
integrity
scientifi

Descript]
the mate

Engagenpent of all relevant interested parties to identify potential ESG issues from the beg

Assessmlent of the ESG impacts using a consistent methodology for the impacts, risks and o

able approaches to material impacts

ently omitted or insufficiently well-defined, and all material impacts should
of whether they are to be reported or not. Robust and detailed reporting demonsti

b and disclosure, the organization should ensuré‘that it reports on its significan
khould explain if there has been a prioritization or partial selection of the impacts
hile not reporting on all impacts, materiality identification and assessments arg
ality issues.

pproaches to identify material impacts-should include:

e.g. sector-agnostic, sector-specific, entity-specific).

htion, management, trapsparency and credibility of data and information which is
base and decision-making (by any interested party), including but not limited to tH

relevance, accessibjlity, reproducibility and repeatability and their nature (s¢
, peer reviewed/industry sector practice, etc.).

ion of impacts;-associated risks and opportunities for each ESG impact identified
riality and maturity of the topic).

Creation|

of-a materiality matrix demonstrating the most significant impacts of all the m

concepts differ slightly, their common goal is to support an organization in considlering its ESG

the accurate
al and social

even if they
be recorded
ates that full

t materiality
identified for
expected to

inning of the

used for the
eir accuracy,
ientific/non-

(considering

pportunities.

hterial issues

identified. This methodology helps to screen and prioritize impacts.

Reviewing and updating strategy, risk and opportunity appetite and actions, carried out regularly

and consistently. The frequency of the materiality assessment is dependent on the organizational
requirements and its intended users’ information cycles (e.g. annual report), regulatory requirements

(wherer

NOTE

equired), investment cycles and changes in material impacts.

ESG issues that can impact the organization and its interested parties.
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4.5.4 ESG materiality assessment

The materiality assessment should consider the intended use and interested parties of the assessment, as well
as the ESG end-outcomes that the organization is aiming to achieve. An ESG materiality assessment should:

a) Define the scope and objectives: describe the primary goals of the assessment and why it is being
conducted. Include a determination of the boundaries of the assessment (e.g. list the business units,
geographic regions and time frames).

b) Identify relevant ESG impacts to be covered: research and benchmarking, using sector standards
and norms, peer practices and regulatory requirements. This should provide a compiled list of potential
ESG impacts across all three ESG factors.

c¢) Engage mterested partles 1dent1fy mterested partles to engage with and the best methodologles

Y | is important
with, but the
Lrpose of the

engagenient, and record results of all engagements and key insights gained.

d) Assess and prioritize the ESG impacts: establish a credible, transparent-criteria fof assessment
(describ¢ the process and scoring criteria used). The criteria should enable a prioritization of ESG
impacts [(e.g. magnitude of impact on the organization, concerns of interested parties, alignment with
organizdtional strategy). Materiality matrices are a useful tool for plotting results.

e) Validatd results: internal reviews through the presentation of results to relevant senior [nanagement
and dep4qrtments for validation. External validation through the review of results and/or yalidation by
interest¢d parties.

The following associated activities complete the material assessment and close the loop:

— Integrafe into strategies and reporting: developnient of action plans for the prioritized [ESG impacts.
Integrate the material impact activities and issyes‘into transparent organizational strategies, risk and
opportuhity management and reporting processes. Ensure that there is a clear understanding of who is
responsible for what, when and with what resources.

— Commuhication and reporting: reporting and disclosure (where appropriate) should incorporate
the matgrial assessment processes<and results, in such a way that all relevant interested parties can
interpref and understand the orgdnization’s approach and results.

— Review and update: materiality assessments should be carried out at scheduled intervals (or where
necessally interim periodsZif circumstances change). Methodologies should be consistent across
assessments to enable-tfrénds and comparability. Reviewing and updating is part of the continual
improvement and deyelepment of organizational ESG maturity.

4.5.5 Further information

For more infprmation on materiality, see References [14] to [20].

4.6 KPI measurement framework for ESG standardized reporting

4.6.1 General

Standardized quantitative data and qualitative assessable information play a crucial role in the global ESG
landscape, building trust that can only be gained through a set of globally standardized and fully numeric/
assessable indicators. High calibre data and information generated against KPIs enables organizations to
understand and report on their status, set goals, make informed decisions, attract investment, manage risks
and opportunities, engage their personnel and interested parties, meet relevant compliance requirements,
while driving positive change within and outside their organization in line with ESG principles.

This document starts the journey on developing generic ESG KPIs. This should lead to the development of
additional, consistent and benchmarkable standardized general and sector-specific KPIs over time.
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4.6.2 Rationale

ESG KPIs are essential for organizations increasingly operating within an ESG framework.

a)

b)

d)

f)

Data generation: evidence can be derived from many sources. Data in particular may come from digital

sources and feed into KPIs. This can lead to real-time KPI tracking, faster and more reliabl
for collection, analysis and interpretation for ESG performance reporting of KPIs.

Measurement and reporting: data helps organizations measure and report their

e data points

performance

in various ESG areas. It enables them to assess their environmental impact, social inclusivity and
governance practices. By collecting and analysing relevant data, organizations can track their progress,

set targets and report their achievements transparently.

Decision- makmg and plannmg data-driven 1n51ghts are cruc1al for 1nformed dec151on -making and

effective
sustainapility, social equlty and governance practlces Accurate, consistent and repeatable
prioritize initiatives, allocate resources and develop strategies to address specific¢ d
opportunities.

Engagerphent with interested parties: organizations engage with a diverse range of interg
ESG datd provides a common language and framework for dialogue. It helps'organizations
their suqtainability goals, demonstrate progress and engage interested ‘parties in collabo
to addreps shared ESG priorities.

Propelli
regarded
sustainapility performance, social inclusivity and govérmance commitments can

organizdtion’s reputation and competitiveness. ESG_.data helps organizations shdg
commitrhent to sustainable development, which can leadto increased investment, economi
job creatlion. Globally standardized ESG data can strengthen an organization’s credit rating

ng growth and investment: organizations that prioritize ESG initiatives are

on clima

can improve
data results
hallenges or

sted parties.
ommunicate
rative efforts

often highly

by investors, other businesses and clients. Data:driven evidence of an organization’s

enhance an
wcase their
c growth and
and position

nanage risks
kample, data
pat risks and
5, prompting

hnizations in
n and income.

framework.

berformance.
subsets and

ificity of the

industry and sector. This set of customized KPIS should allgn with the orgamzatlon s overall ESG goals and
priorities.

As this KPI measurement framework for ESG standardized reporting is designed for organizations of all
sizes, geographies and incomes, the document starts with a set of profile indicators for each reporting
organization. Profile indicators ensure that the data are interpreted correctly and contextualized and can
be compared across specific peer groups.

These profile indicators should be reported on as part of this measurement framework for ESG and include:

a)
b)

size of organization by number of full time equivalent (FTE) personnel (ranges to be defined and added);

size of organization by annual income (ranges to be defined and added);

© IS0 2024 - All rights reserved
12


https://standardsiso.com/api/?name=c3ae2db6960f95bb71266c85e4eba2e0

9
d)

e)

location

IWA 48:2024(en)

of organization by climate type (climate types to be listed);

should be included).

location of organization: country and geographic region (official global regional groupings to be added);

type of organization by industry classification/sector (sectoral categories and classification system

KPIs in this ESG measurement framework are listed by subclause: environmental in 5.4, social in 6.4 and
governance in 7.4.

4.7 Further information

For more information refer to the references listed in Table 1.

Table 1 — Sample of ISO and IEC documents for guidance on generic ESG issue

S
I§sues ISO and IEC documents
Accountabilitly and 1S0 37000,[21 1SO 37001,[211 [SO/IEC TR 38502[22]
transparency
Identification| of and 1S0 9001,[231 1SO 10018,[241 SO 14001([23]
engagement With
interested pafties
KPIs 1SO 14031,[261 [SO 37005,[2Z1 ISO 37122,[281 [SO™37124,[221 ISO 50006391

5 Enviroj

5.1 Gener

Environment
associated W
and services
opportunitie
not limited t
activities, co
consideratio

EXAMPLE

Life cyclg

nmental

al

al considerations of ESG cover the risks~and opportunities and impacts to the

environment

rith the organization’s activities and *any associated impacts on the organizati

n, products

using the constructive challenge approach (see 7.5.2). This approach allows the risks and
5 to be identified across multipte.dimensions of the environmental activities ifcluding, but
b, temporary activities, across.the life cycle of a product or service, geographically across the

nsideration of assets and asset lifetime, finance/ownership considerations and
s of an organization.

considerations related to risk and opportunity could include resource extraction or poy

through to recycling or abselute end of life.

Geograph

Asset cor
newer teq

ical considerations could include water availability of the area or region.

siderations could include the energy source being used and the energy efficiency of th
hnology.

supply chain

yer generation

P asset versus

The activitie

Of aIr Organization are {mpacted by and camn {mpact tie environmernt i differe

t ways. The

impacts on the environment can be acute and cumulative on multiple local ecosystems as well as impacting
more broadly on a global scale as part of climate change.

NOTE

One significant element of the environmental factors of ESG is the reduction of GHG emissions. ISO’s net

zero guidelines IWA 42[31] supports the scientific transitions to global efforts in this regard. ISO’s London Declaration
(https://www.iso.org/ClimateAction/LondonDeclaration.html) aims to support net zero emissions by 2050 through

the integration of climate science into new standards and the revision of existing standards.
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5.2 Environmental framework

5.2.1 Framework

Using the principles identified in Clause 4, the risk- and opportunity-based approach in 4.2.3 and systems
thinking approach, a simple framework for the environmental aspects is shown as follows:

a)

b)

d)

Identifying environmental risks and opportunities:

Evaluating and assessing environmental impacts:

Cate

gorize environmental risks and opportunities.

Understand interested party concerns and needs.

Determine areas of environmental materiality.

Idenltify risk and opportunity tolerance and vulnerabilities.

Recd

Estaplish accurate, trustworthy, science- and evidence-based approaches and action |

and

Whdre necessary, use environmental assessment tools, deterimine the materiality,

mag

Sele

Devé¢lop and manage evidence, information and dataumanagement systems, including t
in urIcertainties, assumptions, methodologies usedand metrics.

Ide
soci

Establis

Detdrmine and justify the baseline (aiming for stretch targets) and benchmarks a

Suc(

Detdrmine short-, medium=and long-term targets, metrics and critical success factors.

Use

monjitor performafce and as part of an iterative process.

Recqrd achievements, barriers and how these were overcome.

NOTE 1
of error @
integrity.

rd evidence, rationale and outcomes.

ppportunity evaluation.

hitude and likelihood of the identified impacts.

Ct areas of materiality to prioritize based on reported.observations or assessment

1l and governance factors.

ess will be defined.

pr develop analytical (data or decision-based) tools, methods and techniques to

Metheds used can be science-based. Such methods typically have correlation factors

blans for risk

significance,

findings.

ransparency

ify dependencies that drive or influence-environmental factors and vice versa, andl also include

hing desired outcomes and implementation strategies and programmes/actions:

bainst which

measure and

r an estimate

r provide for alternative system or engineering checks and help to ensure a review of daIta quality and

Reporting, disclosure and communicating environmental information:

Ensure outcomes in the form of claims that can be assessed, verified and/or validated using
interpretable and repeatable methods.

Ensure transparency and credibility are maintained by providing access to the reports and
appropriate underlying evidence, methodologies, etc.

Correct errors, omissions and misstatements as soon as possible, and communicate corrections to
all interested parties.

The initial scoping and identification of the environmental factors (including boundaries) lead to an
understanding of direct and indirect materiality in terms of significance and magnitude. There are a
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number of effective tools used to help identify environmental risks and opportunities, including but not
limited to: life cycle assessment (LCA), environmental impact assessment (EIA), water footprint (WF), air
stack emission studies, energy and material balance, carbon footprint (CF), biodiversity net gain (BNG) and
ecological footprint (EF).

An action plan, based on the principles of being focused on outcomes, evidence-based, sustainable and
resilient (see 4.1), provides a structured approach to the proposed and adopted implementation of
environmental programmes within the organization.

NOTE 2  Environmental regulatory compliance is an outcome of the governance model (see 7.2).

5.2.2 Environmental data, records and considerations

Inclusion of information, data collection methods and effective record keeping should be maintained to
enable trangparency, interpretability, reproducibility, repeatability and interoperability rof results: all
important agpects of an organization’s environmental credibility and trustworthiness.

Areas to congider include but are not limited to:
a) criteria ¢dlevelopment: realistic and practical;
b) climate ¢hange, including GHG emissions;

c) offsettinlg, insetting and the use of carbon credits;
d) impact on supply chain, customers (across the life cycle);
e) impact on waste management and disposal requirements;
f) impact on biodiversity, land management and soil health;

waste management and potential for ciréitlar economy;

s or boundary considerations;

i) sources pf water and energy type;

j) interestdd party expectations including fair and equitable use of resources;
k) trends apd future considerations;

1) changesfin material sources-and operations;

m) technology and artificialiintelligence (Al) options.

Many of the|above considerations should be included in the materiality decisions in 4.5. Hqwever, these
types of crit¢ria help.ensure environmental risks and opportunities align with organizational governance,
vision and E$G objeetives.

5.3 Examples o1 actions 1In relation to environmental considerations

Table 2 provides a few examples of actions that can be taken.
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Table 2 — Examples of actions that can be taken in relation to environmental considerations

Environme
factors

ntal

Intended outcome/targets

Action examples

Climate change/

greenhouse g

ases

(GHG) emissions

Establish GHG baseline.

Benchmark against similar organizations
within the sectors.

Establish reduction strategies and
implementation plans.

Set GHG emission reduction targets or net
zero targets.

Strategy and implementation plan for

personnel and operations/maintenance
dnring extreme fnmpprahlrn eyvent

Carry out a GHG analysis following ISO 14064-1[32],

Identification of benchmarking partners and
develop a benchmarking project, working with the

sector trade association and academia

Set and monitor evidence-based targets for

emissions reductions.

Identify and be transparent about appropriate
climate scenarios selected, identify potential risks
and opportunities and impacts; vulnerable people

and ecosystems; and effective adaptat

on and

mitigation measures, procedures and
through simulation (e.g. climate stress
assess resilience.

hctions. Test
testing) to

Energy, includling |Reduced consumption by x % againstthe |Development of monitoringafid management
energy base year. of energy using product,distribution gnd
management Transition to renewable energy (interim |consumption.
substitution gnd  |targets should be set where appropriate). |Implement ISO 50001[33! to provide energy
reduction Transition fleet vehicles away from fossil |efficiency and energy performance improvement.
fuel to clean or cleaner sources (e.g. Utilize energy‘audits to identify opporfunities, see
renewable energy, electric, hybrid, biofuel, |1ISO 5000234,
hydrogen). Increase on-site generation of renewables (e.g. pho-
Reduced GHG emissions. tovoltaic-arrays, battery storage, heat pumps).
Improve energy efficiency of operations. |Wheérne possible, only purchase energy|produced by
renewables.
Nature, Increase use of certified wood materials ~{Increase own or partner certified plantations and

biodiversity 4
ecosystem se

nd
Fvices

and phase out non-recycled wood by 2030:
Increase local biodiversity around sites.

Establish conservation zones andfprotect
existing conservation zones,

Reduce wildfire risks in the'local commu-
nity by maintaining moogland.

Reduce flood risks by integrating blue-
green infrastructute; natural flood
management in/catchments and rewilding

natural capital.

Improve soil quality, retain and plant frees and

set aside/expand sensitive environme
hedgerows, bog/fen and woodland are
Planting appropriate native species th
survive changes in climatic conditions
increase cooling areas.

Community engagement on, for examp
maintenance and natural flood manag

hts such as
as.

ht can

and

le, moorland
ement.

relevant land@sreas in catchments. Areas for biomass production are manjaged
sustainably and that biodiversity friendly
practices are used. Integrate biodiverdity in
decision-making.
Water Reduce water consumption. Develop a water footprint analysis and develop
Fcrease recycled water use throughout associated reduction plans.
production processes. Increase recycled content water use inf production
Improve water sanitation. by x % per year.
Ensure water quality is fit for purpose Implement SDG management system.
(human and other life).
Human and Every product has a cradle to cradle or Development of project team to evaluate and
materials/ cradle-to-grave life cycle assessment. prioritize the life cycle assessment of the top x %

materials and

products

Material resources reduction by x %
before a specific date.

Adopt practices that promote efficiency,
switching to less impacting materials and
products, reduce consumption and waste
and move towards circularity in
production and products.

Conduct a risk assessment.

per year of products by volume.

Conduct an environmental risk assessment.
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5.4 Environmental KPIs

5.4.1 General

This set of environmental (E) KPIs encompasses the following themes:

renewab

carbon intensity;

le energy;

consumption (water and energy);

waste management;

biodiver
ecosyste
supply ¢

eco-effid

it_y illll.}clbt,
m and climate resilience;
hain sustainability and responsible procurement;

iency improvements;

environ
environ

Each of thes
organization

KPIs under

environment
and second [
organization
beginning st

5.4.2 First
KPI 1: Percey
KPI 2: Norm4
KPI 3: Scope

NOTE
optional.

KPI 4: Total v
KPI 5: Percer

!

Some adoptees would not have data for Scope 3 emissions. Scopes 1 and 2 could be require

ental stewardship;
ental compliance.

e themes offers insights into different aspects of environmental performance 3
5 in identifying areas for improvement and tracking progress.

al impact and sustainability efforts. For guidance, the KPIs have been sorted into
riority. The first priority indicators are inténded to be applicable to small, medi
5 globally. The second priority indicaters may not be reportable by all organiz
hges of their ESG journey but are aspirational and allow for more in-depth reportir

priority
tage of energy consumptjen:from on-site renewables.
lized water consumption.

1, 2 and 3 GHG emissions.

vaste produced by type (hazardous versus non-hazardous).

tage'of operational waste diverted from landfill, incineration, etc.

nd supports

this thematic area provide a framework forlassessing and enhancing an organization’s

first priority
im and large
htions in the
g over time.

d and Scope 3

KPI 6: Normalized energy consumption.

KPI 7: Organization’s annual expenditures directed to climate resilience as a percentage of annual total
expenditures.

5.4.3 Seco

nd priority

KPI 8: Percentage of procurement budget spent with sustainable suppliers or those committed to developing
sustainable practices over time.

KPI 9: Percentage of organization’s annual expenditure action plans directed towards improving local
biodiversity as a percentage of annual total expenditures.
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KPI 10: Percentage of organization’s buildings registered under voluntary environmental performance

schemes.

KPI 11: Percentage of suppliers adopting science-based GHG targets.

5.5 Further information

For further information to help an organization with environmental factors, see the references in Table 3.

Table 3 — Sample of ISO and IEC documents for environmental factors

Issues

ISO and IEC documents

Risk assessments

SO 015 B SO 4016 e H SO 040 SO 042 HS O 4045 E3H SOt
ISO/TS 14048,[451 SO 14055-1,[461 ISO 14067,[471 [SO 21365,1481 ISO 21931-2,129
IS0 26000,[51 ISO/TR 27918,[501 [SO 28902 series,[51] IEC 31010[10]

1SO 13073 series,[331 [SO 14001,[251 [SO 14002-1,[3¢1 ISO 14007,371 [SO 14008,[38]

046,[44]

Energy 1SO 14001,[251 SO 14064-1,[321 [SO 14067,147], 1SO 14068-1,[52] SO 14090/1531 190 50001,[33]
climate change 1SO 50002,[341 [SO 50004,[541 [SO 50006,[391 ISO 50047,[55] [WA 42(34]
Biodiversity 1SO 14002-2,[56] [SO 14006,5Z1 ISO 16677-1,[38]1 SO 17298,[59] [SO/17317,[60] ISP 17620, [61]
[SO 1872562]
Human impadt/ 1SO 4484 series,[03] [SO 7704,[64] [SO 14046,[44]1 ISO 21640;165] SO 24591-1,[66] [SO 22526
materials series,[67]1 ISO 37101, [68] ISO/TS 37107,[691 1SO 20400,[Z0 [SO 22316,[711 [SO 37122,[28]
1SO 46001,[21 1SO 59010,[72]1 ISO 59020,[73] [WA 4574
6 Social
6.1 Genernal

Social consi

— Category 1: Internal:

Working| conditions, rights and fair practiees of personnel (see Table 5 for examples).

Customgdrs’ fair treatment, activities of suppliers/third parties (see Table 6 for examples).

Local or femote comrurities, direct and indirect effects of and on organizations of collecti
and outdomes. These'may be amplified or aggregated with the indirect effects of environmsg

Category 2: Direct interested parties:

Category 3: Wider commumnity/society:

erations of ESG can be viewed under the-following three categories:

Ve conditions
bntal impacts

that chapge the\ecosystem for an entire community, region or globally (in terms of clilnate change,

resourcd availability, e.g. water, food, pollution) that can consequentially affect people’s ir
collectivg lives (see Table 7 for examples).

dividual and

While existing International Standards address many issues in the first category, the third category requires
additional focus and understanding of an organization’s ESG approach. Organizations and individuals will
need to work closely together. New KPI measures can be needed (see 4.6) and governance will require a
mind and culture shift (see 7.6).

One significant aspect of the third category is the organization’s ability to identify particular individuals or
groups who can be affected by their activities. However, more usually, the organization should consider its
effects on the collective whole, i.e. the (local) community or society as a whole.

Organizations should have some understanding, appreciation and ability to action ESG activities that
support how communities work, how they are interconnected, their culture, aspirations, needs, values
and interests. As part of the organization’s materiality assessment, it can be helpful to identify the most
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influential or critical levers it can use to effect widespread and sustainable positive outcomes to improve
communities/society or reduce risks and prevent harm.

In all three categories, but especially the third category, organizations may need new approaches, diverse
ways of thinking and problem-solving solutions to calibrate social impacts, identify investment and
evaluation of intervention options. These are often interdependent, such as a construction project may have
social benefits arising from improvements in health (mental and physical), but detrimental environmental
results, such as flooding risk, impaired water quality or availability, waste management or chemical
contamination of soil.

Social value models and social cost-benefit analysis offer bases for managing relationships within the
organization, between the organization and communities, suppliers, customers, environmental and
economic issues and wider interested parties.

Clear commfinications facilitate these processes (see 7.7). The reporting to external intergsted parties
of social outfomes is unlikely to fall neatly into regular accounting periods and some results can take a
significant time to crystallize. That said, if the social impact has been identified as materially significant
enough to r¢port or disclose, then the report or disclosure should provide information and updates on
progress, pdssibly including information on investigations, where it supports transparept and clear
information [see 9.2.3.6).
6.2 Social framework
Using the principles identified in Clause 4, the risk- and opportunitiessbased approach in 4.2.3|and systems
thinking appfroach, a simple framework for the social impacts is shawn as follows:
a) Identifyjing social risks and opportunities:
— Identtify, evaluate and categorize social risks and opportunities.
— Understand interested party concerns and needs.
— Detdrmine areas of social materiality.
— Recdrd evidence, rationale and outcdmes.
b) Evaluating and assessing social impacts:
— Estaplishaccurate, trustwor'thy, evidence-based approachesand action plans forriskand opportunity
evalpation.
— Whdre necessary, userisk and opportunity evaluation and social assessment tools, aind determine
the materiality, significance and magnitude of the identified risks and opportunities.
— Seleft areas gf'thateriality or relevant critical success factor to prioritize.
— Dev¢lop-anid manage evidence, information and data management systems, including assumptions,
metTodologies used and metrics.
c¢) Establishing desired outcomes and implementation strategies and programmes/actions:
— Determine short-, medium- and long-term targets, metrics and critical success factors.
— Use or develop analytical tools, methods and equipment to measure and monitor performance.
— Record achievements, barriers and case studies of how these were overcome.
d) Reporting, disclosure and communicating social information:

— Ensure outcomes in the form of claims can be assessed, verified and /or validated using interpretable,

mea

surable and repeatable methods.
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the reports and appropriate underlying evidence, methodologies and rationale, etc.

corrections to all interested parties in a timely and appropriate manner.

6.3 Examples of actions that can be undertaken in relation to social dimensions

Table 4 provides a few examples of actions that can be taken.

Ensure transparency and credibility in the outcomes are maintained, including providing access to

Correct errors, omissions and misstatements as soon as practically possible, and communicate

Table 4 — Examples of actions that can be undertaken in relation to social dimensions

Social dimensions

Intended outcome/targets

Action: actual examples

role.

Category 1: RESpecting difference and |All personnel and applicants are HR ensures that access tp all job
inclusion treated equally and with respect. levels based on educatioh,
competence and eXperiepce through
fair and open competition. Training
opportunities.open to all.
Category 1: Lhbour pay and practices |Pay equality based on job function, Review andimplement l¢velized pay
skills and abilities relevant to the grades-across the organigzation. Add

budget line for the pay agljustment

needed.

Category 2:V|

lilnerable consumers

Exclude underage gamblers and offer
controls to all.

Daily spend limits, the ability to block

certain websites or prev
to specific organizationg

bnt payments
[ client needs.

Category 2: M
ploitative em

odern slavery and ex-
bloyment

Audit suppliers on bases of composi-

tion of personnel, pay and,conditions.

Refuse contracts to supp

the health and rights of personnel,

liers ignoring

and enforcing low or no pay.
Category 3: Chmmitment to stress Reduce harm caused Bydomestic Fund a community supp¢rt trust to
and violence reduction abuse. provide advice, services may overlap
with organizations’ clieft needs.
Category 3: Lpcalism: rebuilding local |Increase local employment opportu- |Re-location of maltings qrganiza-
economy and|community nities, local;supply and reduce trans- |tion or plant to an island|distillery,
port and energy costs. increasing local jobs, usq local barley
only, use renewable enerjgy sources.
Table 5 provides examples of issues inthe first category of 6.1.
Table $ — Examples of-issues in relation to identification of social risks and opportpunities
Topic Issues
Organizationpl governance Encouraging organizations to operate in a transparent and ethical manner that
contributes to the health and welfare of personnel.
Human rights Emphasizing the importance of respecting human rights and recognjzing their
significance in the corporate context, e.g. equality, respect for differ¢nce and

. 1 .
ITICIUSIUIL.

Labour practices

Addressing issues related to labour practices, including decent work, rights of
personnel, pay parity, healthy and safe working conditions and practices, fair
wages and the right to unionize.

Fair operating practices

Focusing on ethical conduct in dealings with other organizations, such as
anti-corruption measures, fair competition and promoting responsible political
involvement.

Table 6 provides examples of issues in the second category of 6.1.
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Table 6 — Examples of issues in relation to valuation and assessment of social impacts

Topic

Issues

Treating cons

umers fairly

Delivery of products and services that are safe, reliable, fair and look after the
consumer’s health, along with information and education about the products.

Marketing and advertising

Justifying any ESG or green/sustainability claims as true, fair and not
mis-leading.

Conditions for personnel
in the supply chain

Communication of how the organization demonstrates and adopts healthy and
safe labour practices that avoid trapping personnel in a spiral of poverty,
modern-day slavery and child labour.

Vulnerable customers

Ensure services or products are accessible to and usable by the greatest number
of consumers possible, including those more vulnerable to misunderstanding,
mis-selling and harmful outcomes: helping consumers to control their own access

TO Services, not uniairly penalizing CONsumers (€.g. by 1MposIing [0

ahcial
penalties, higher costs or restricting ability to switch), offering a ra:i:ge of com-
munication formats and payment types, dealing sensitively with)conplaints,

delays and non-payment. Additional training for personnel, specializ
referral, care with data protection and monitoring progression.

ed teams for

NOTE Th

se have been adapted from ISO 26000[2] and I1SO 22458.[73]

Table 7 provides examples of issues in the third category of 6.1.

Table 7 —|Examples of issues in relation to desired outcomes and implementation strategies and
programmes/actions
Topic Issues

Interdependence and mutuality |Circular economies, local sourcifig, local exchange/currencies, local product fora,
community markets/pricing,xenovation and re-use, food security, njarks of
provenance, local broadband networks, minimizing transport and wpste (e.g.
food miles or car sharing), Community interest companies.

Health and wgll-being Actions promoting care’in the community, improvement of public opgn spaces,

community engagement offerings (e.g. access and use of organization’s

facilities: health\care facilities, meeting rooms and sports facilities),
public spaces for safety and security, alternative mobility schemes, t
work schees such as car sharing, active travel options, improving ¢
and theg'environment.

designing
ransport to
uality of life

Culture and c
identity

pbmmunity

Preserving heritage, traditions, identity, sense of rootedness and pla|
betWween different cultures and territories, enhancing cultural diver;
Principled localism. Supporting community societies, self-help, faith
charities, ethical schemes and community trusts.

ce, exchanges
ity.
bodies,

Social cohesi

n

Facilitate equal and open access to activities and opportunities, incly
disadvantaged, marginal and indigenous peoples. Intergenerational

ding for
Pquity,

affordable housing, viable local services and investment in social and physical

sustainable infrastructure.

Innovation, c

eativity,

and research

Encouraging innovation, creativity and research, innovation clusters

, places of

physical and virtual exchanges. Investment in all forms of education

building

local capacity and capability.

NOTE

These have been adapted from ISO 37104.[7€]

All examples in the third category should be supported by encouragement and resources to engage in local
governance, formal and informal, consultation and feedback.

Areas that should be considered dependent on the social programmes and activities adopted are:

— criteria development for fair operating practices, including safe and healthy labour practices, human
rights equality and respect for difference and inclusion;

— criteria for social value identification, evaluation and action plans;

— impacts on health and well-being;
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limitations on social boundary considerations;
consideration of digital technology and Al options and impacts;

considerations of community engagement;

risk and reputational management, including contingency planning (e.g. how to run an effective

organization while the personnel perceive that they are not valued, or buildings cannot be used for
organizational activities [e.g. if a factory is flooded out for a few months]).

6.4 Social

KPIs

6.4.1 General

This set of sa

personn

personn

personn

human |

diversity;

cial (S) KPIs encompasses the following themes:

b] satisfaction;

)

health and safety;

] training and development;

b engagement;

communfity investment;

jghts compliance;

sociali
well-bei

KPIs under t
guidance, th¢
intended to |
may not ber
and allow fo

6.4.2 First
KPI 1: Annua

KPI 2: Gende

rrlpact ofthe enterprise’s accessibility initiativesand operations on local customer an

g.

his thematic area provide a framework for assessing an organization’s social i
e KPIs have been sorted into firstpriority and second priority. The first priority i
e applicable to small, medium and large organizations globally. The second priori
eportable by all organizations in the beginning stages of their ESG journey but are
more in-depth reportingover time.

priority
| number of workzrelated incidents of discrimination, hate and violence.

' pay gap.

KPI 3: Percenjtage of-people representative of diverse groups, having met the competency requ

senior mana

rement:

KPI 4: Percer

+tydo nf
Ot

T

vices
Hees

d community

nclusion. For
hdicators are
ty indicators

aspirational

irement(s) in

T 5 TrecCCoOOTOTIIC O torrroo oo

KPI 5: Annual percentage of personnel that participated in regular performance and career development

reviews.

KPI 6: Percentage of women in senior management.

KPI 7: Average total weeks for paid parental leave.

KPI 8: Percentage of personnel that are representative of diverse groups.

KPI 9: Percentage of personnel participating in interviews or satisfaction surveys about their workplace

experiences.
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6.4.3 Second priority

KPI 10: Percentage of annual charitable contributions directed to the local community and regional

community.

KPI 11: Hours of personnel time in organization-led volunteering and/or charitable initiatives as a percentage
of total personnel hours.

6.5 Further information

For further information to help an organization with social factors, see the references listed in Table 8.

Table 8 — Sample of International Standards available for social factors

International Standards

Issues
Social responkibility 1SO 26000[2]
General socia] issues [SO 20121,[7711S0O 22458,[751 [SO 37101,[68] [SO 37104,[76] [SO:45001, 8]
1SO 45004[79]

Governance g

f social issues ISO 37000,[21 [SO 37005[27]

NOTE BS

B950[80] can also assist in relation to social value.

7 Govern
7.1 Gener
Governance
a) strategic
and repd
b) specific
c) operatio
integrati

Ethics, value
minimum re
Internationa
frameworks
governance

to meet local

guidance on

quality stang

ance

al
ronsiderations of ESG can be viewed at three levels:

governance of the organization, integrating-all levels, from purpose and principle
rting;

bovernance managing ESG outcomes;

hal governance of the organization, including systems and controls under
ng E and S.

generation, ESG policy,risks and opportunities, conformity and compliance (and
quirements) and accountability are central to usual methods of governance. The
Standards that help organizations of all types and sizes to develop integrated
and practices,.through which they can disclose good governance practices i
f environmental and social factors. International Standards are flexible enough t
sector-spégific and international governance codes and regulations. ISO 37000,
the governance of organizations, provides the basis for Clause 7 and is supported
ardssich as IS0 9001[23] (see also 7.8).

bSs to practice

pinning and

roing beyond
re are many

governance
ncluding the
b allow users
| which gives
by a range of

7.2 Gover

The followin

a)

nanceframework

g shows a simple framework for the governance factors of ESG:

Establishing or refining a governance framework:

— Overall and specific objectives of governance: disclose the organization’s overarching objectives of
governance and the process for achieving the objectives so the organization is credible, trustworthy

and

sustainable.

Createorrefineanintegrated governance framework: thiswould be appropriate for any organization.

Where there is an oversight board, some members should be completely independent with a spread
of competences and experience in risk and opportunity management, finance and audit, nomination
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and remuneration committees. Each of these areas should be chaired by an independent board
member. They should also have:

short lines of reporting;

clear mapping of responsibilities;
effective KPIs;

strategy, planning and policies;

systems and controls for accountability;

recording and reporting;

fraining and continuous improvement;
[esources for setting, leading and monitoring vision values and ethical standands;

sufficient resources for compliance monitoring (including cybersecurity, dat:
bribery and corruption, fraud and money laundering).

— Idenltify and categorize governance risks and opportunities, highlighting those
relating to ESG.

— Dev¢lop a culture of good governance including managing thebharriers and incentives fqg
raising concerns, such as using whistleblowing hotlines orother mechanisms for raig

(see

— Aud

1SO 37002[811).

t significant risks (harm) using independent third-party bodies, especially whei

violdtions may have been committed by the organization.

Evaluat

— Qua

com

ng and assessing risks and opportunities impacts in relation to governance:

htify risks and opportunities, e.g. \ilmpact, likelihood and magnitude on or fr
munities and the environment.

— Whgdre appropriate, determine inherent and residual risks and opportunities values, s;

«

me

lium” or “low”.

— Decide and record risk and opportunity strategies within a defined risk and reward ap

— App

bint board mempérs‘for a limited time period and regularly review the board’s |

occasionally usingperiodic reviews by independent persons.

Establishing desired'ESG outcomes and implementation strategies and programmes

These in|

clude:

— boaydidjversity and executive compensation (for all personnel and suppliers);

W protection,

specifically

r change and
ing concerns

e significant

om different

ich as “high”,

petite.

berformance,

actions:

— anti-fraud, money laundering, corruption, market abuse and bribery;

— data privacy;

— shareholder and interested party engagement;

— ethics, including training and codes/policies;

— board and leadership independence and integrity;

— tran

— risk

sparency and disclosure;

and opportunity management effectiveness;

© IS0 2024 - All rights reserved
24


https://standardsiso.com/api/?name=c3ae2db6960f95bb71266c85e4eba2e0

IWA 48:2024(en)

— resource utilization and management (including energy efficiencies, water, waste and circularity);

— emissions identification and reduction strategies.

d) Accountability and reporting:

7.3 Examj
Table 9 prov

Selecttherelevantdisclosure topics for governance, including those of interested parties, considering
the characteristics of the organization’s sector and the nature of its business, as well as appropriate
methodologies. Appropriate selection methods include due diligence, brainstorming, market
research, etc.

Establish overarching and specific objectives for governance and disclose the specific processes and
eventual outcomes of the organization’s efforts to achieve the ESG objectives.

Imp
com

Mak
with

Obt4
and

Cheq
prog

Creg

Edu
and

Pror
freq
and

intel

blete in what it discloses about the governance of the organization, Wlthout conceq

e accurate claims, reports, disclosures and communications with impartiality, pro
consideration of the concerns of interested parties.

in views and feedback from interested parties before, during and ‘after reportin
rommunication, including but not limited to organization partners;and supervisor

k the consistency between the actual and desired outcomesandimplementation s
rammes/actions.

te and maintain a culture of organizational memory and learning.

ate all interested parties on the reasons for the grganization’s outcomes and relev
pctions.

hptness: set the time interval and timing of'tiSk/opportunity disclosure based on {
iency, natureand consequences of the risk/opportunity,and makeimmediate disclos
vital risks/opportunities that have the potential to cause significant losses or opp
ested parties.

bles of actions based on gevernance aspects

des a few examples of aCtions that can be taken.

vf\a]lfv make the ropnri— disclosure and communication Far‘hlal frnfhfn] accurate and

ling facts.

mptness and

g, disclosure
ly functions.

trategies and

ant decisions

he reporting
ureofurgent
ortunities to
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Table 9 — Examples of actions based on governance aspects

Governance
factors

Intended outcome/targets

Action examples

Board diversity,
independence
and executive
compensation

Composition of board to cover the range of competences necessary
and to reflect the diversity of the interested parties impacted.

Achieve x % of board of directors that are representative of
diverse groups.

Achieve x % of board that are women.

Achieve x % executive compensation ratio: the ratio of total
median executive compensation to the median personnel
compensation.

Achieve x % executive compensation growth rate: annual

Report competence matrix of
board composition.

Track representation of

different groups
directors.

on board of

Report executive compensa-
tion in relation to average
personnel wage and
organization performance.

percentage change in executive compensation Track the proportion of
Achieve x % of executive directors and senior management independent directors on the
compensation be linked with performance/sustainability b(_)ard ar.1d reporf any con-
performance of the organization. flicts of inferest.
Achieve x % of board directors that are independent.
Achieve x % of board that are non-executive.
Report competence matrix of board composition.
Anti-corruption |Annual number of cases involving bribery/corruption-related Track compliance with
and bribery penalties or dismissal. anti-corruption regulations.
Achieve x % of third-party relationships that have undergéne due
diligence checks and are compliant with anti-corruption‘policies.
Regulatory cgm- |Number of incidents of non-compliance with industry or Track compliance with
pliance regulatory labelling and /or marketing codes. applicable laws gnd
Report x % of annual income spent on fines, penalties, regulations.
compensation and damages resulting from violation of applicable |Track trends in djompliance
laws and regulations. and changes in rpgulatory

requirements.

Privacy and data

Annual % of data breaches of customer privacy resulting in losses

Track the numbe

r of data

management of customer data. breaches and viglations
Achieve x % of personnel required to complete cybersecurity investigated and resolved
training and complete quarterly firm-wide phishing tests. to provide insights into the
organization’s cgmmitment
to addressing rigk, potential
wrongdoing and/maintaining
data integrity.
Engagement Achieve x % of'shareholders attendance, engagement in Track shareholdér participa-
with interested |various formis. tion in meetings|and engage-
parties Differenf formats and methods of interested party ment with the onganization.

engagement.
Achieve x % of interested party involvement.

Track interested
participation in
with the organiz

party
bngagement
ation.
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Table 9 (continued)

factors

Governance

Intended outcome/targets

Action examples

and policies

Ethics training

Achieve x % of personnel that have completed ethics training
programmes per year.

Achieve x % ethics policy violation rate: annual percentage of

personnel found in violation of the organization’s code of conduct.
of conduct.

Monitor the implemen-
tation of ethics training
programmes and establish
ethical guidelines and codes

and disclosur

Transparency

Achieve x % disclosure compliance rate: annual percentage

of required disclosures made within established deadlines as
mandated by relevant regulatory bodies or others requiring the
disclosures.

Annual number of formal grievances filed.

e
ensure accurate

Implement financial and
non-financial reporting to

disclosure of information.

and timely

Risk manage-
ment effectiv
ness

Repair of x % of operations or assets assessed to be at risk.
x % of total revenue invested in climate and/or disaster risk
mitigation activities.

x % of assets and business activities covered under the
organization’s business continuity plan.

Implement a.rob
management fra
identify, assess 3
or treatrisks to
resilience.

1

Imework to

ust risk

nd mitigate
promote

Significant i
opportunitie
limited to, ar
product or sq

Risk/oppor
have been ef!
risk, threat 4
people in or

Assurance: ¢
disclosures g

nherent risks and opportunities topics: screen and disclose sighificant inher
5 topics according to the demands and expectations of interésted parties inclu

rvice opportunities and environmental events.

unity management: disclose whether uncertainty.ofa topic or relevant risks/q
ectively and adequately managed, for example, by reporting on failure rates, levels

b1 it.

n governance.

d review: after disclosure, ¢heck the consistency between the actual out

implementatjon strategies and programmes/actions with those desired in steps c) and d) of th

Feedback a[

framework i
7.4 Gover]

7.4.1 Gene

This set of ga

risk and

7.2, taking into account interested party opinion on the issue.
nance KPIs

eral
vernance (G)KPIs encompasses the following themes:

opportunity management framework to promote resilience;

bnt risks and
ling, but not

ti-corruption, codes of ethics and conduct, unfair competitiof, investor relations management,

pportunities
of exposure,

nd vulnerability, as well as on controls and safeguards to protect both the premises and the

bngage, where necessary, with assurance bodies with sufficient credibility for the organization’s

come(s) and
b governance

data maTagement;

security

ethics training and policies;

health and safety;

protection (physical and cyber);

regulatory compliance;

anti-corruption regulations.

Each theme provides insights into various aspects of governance performance, helping organizations track
progress and identify areas for improvement.
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KPIs under this thematic area provide a framework for assessing an organization’s governance practices. For
guidance, the KPIs have been sorted into first priority and second priority. The first priority indicators are
intended to be applicable to small, medium and large organizations globally. The second priority indicators
may not be reportable by all organizations in the beginning stages of their ESG journey but are aspirational
and allow for more in-depth reporting over time.

7.4.2

First priority

KPI 1: Annual number of reportable/material data breaches of customer privacy.

KPI 2: Annual number of cases involving bribery/corruption-related penalties or dismissal.

KPI 3: Annual number of violations of local environmental regulations, permits and legal requirements.

KPI 4: Ethics
code of cond

KPI 5: Percentage of third-party relationships that have undergone due diligence chegksand 4

with anti-cot

KPI 6: Tota
regulations.

KPI 7: Annuall number of incidents of non-compliance with industry or regulatory labelling.

KPI 8: Perce

violation of applicable laws and regulations.

KPI 9: Percen

7.4.3 Second priority

KPI 10: Perce

7.5 Leadership

7.5.1 Geng

ESG may req
in an organiz
the organiza
example thrg

Leadership i
abilities, alon
making and

1ct.

ruption policies.

recordable occupational injury and illness rate (per 100 personnel) accorg

htage of annual income spent on fines, penalties, compénsation and damages re

tage of assets and business activities covered under the organization’s business col

ntage of personnel completing physical'security awareness training and cybersecu

bral

iire a change of perspeéctive, mindset and culture, usually starting at the top man3
ation and being tramismitted throughout the organization consistently. The purpo
Lion’s approach-ta’it should be clearly articulated and led from the board or gover
ughout all levels of the organization.

nvolves dnptivating groups of people towards a common goal and relies on k
g withi'the necessary capabilities and resources, such as inspiration, positive attitt
emonistrable personal values. Examples of leadership values and behaviours are:

policy violation rate: Annual percentage of personnel found in violation of the organization’s

re compliant

ling to local

sulting from

(tinuity plan.

rity training.

gement level
te of ESG and
ning body by

by skills and
1de, decision-

compete

NOTE

Specific resp

probity damd imtegrity;

nce;

transparency;
diversity and inclusion.

See 1SO 37000(21.

onsibilities of leadership relating to ESG can include:

— fostering exchanges of information, tools, knowledge and experience with other agencies, bodies,
communities, firms, groups, institutions and organizations;
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quality (see ISO 9001[23]);

net zero,

see IWA 42[31]);

embedding a culture of a duty of care for vulnerable customers (see ISO 22458[75]);

personnel and other interested parties (see ISO 45001[78]);

facilitating the commitment of elected or appointed representatives to drive forward ESG principles;

ensuring appropriate customer focus to meet customer expectations of product, service and performance

demonstrating a clear commitment to the achievement of its own interim and long term targets (e.g. for

safeguarding social priorities, community cohesion and identity and other human needs (see IWA 42[31]);

ensuring the organization establishes and implements a process(es) for consultation and participation of

[SO 140(

Specific ESG
ESG account
responsibilit

7.5.2 Cong{

Constructivg
opportunitie
achieved pri
allow a widd
making or p
robust chall

demonstrating a clear commitment with respect to the environment and to climate

11251y,

responsibilities can be assigned and mapped to specific roles or named-perso
pbility. Likewise, specific ESG responsibilities may be written intg job role de
jes.

tructive challenge structure

challenge is a system for enabling and facilitating a _broader range of perspe
5 and interests to be considered or brought to bear.en*decision-making or stra
marily by providing a flexible structure and set of ge¥érnance arrangements th
r range of questions to be asked and voices to bezheard in any formal or info
anning process. The results of constructive challenge can provide an opportur
bnge, when necessary, and can bring to thetsurface important views and info

otherwise mfight be missed or over-ridden. The approagh’also aims to improve mutual under

the exchangg

relationshipg.

Constructive
leadership a
Enabling con
the “safe” eny
to challenge

Table 10 sets
parties can
experience.
challenge.

of ideas and information within and outside the organization, help build trust g

challenge, in the context of a fiew and complex area, such as ESG, becomes a

hd governance practice and should be embedded into organizational culture

structive challenge within@an‘organization requires confident leaders and manag
Fironment in which people feel comfortable, confident and equipped to make conti
the status quo. This helps’to take ESG beyond a culture of box-ticking.

out examples of the’kinds of questions an organization can ask and determine ha
bngage with answering the questions. The questions should be amended and
bome specifie-training may be necessary in the use of these questions for a

i

change (see

ns to ensure
finitions and

ctives, risks,
tegy. This is
specifically
al decision-
ity for more
rmation that
standing, aid
nd empower

fundamental
at all levels.
ers to create
ibutions and

w interested
refined with
constructive

© IS0 2024 - All rights reserved
29


https://standardsiso.com/api/?name=c3ae2db6960f95bb71266c85e4eba2e0

IWA 48:2024(en)

Table 10 — Sample ESG questions for a constructive challenge structure

ESG

Questions

Environmental

1. Are we reporting progress in a transparent and easily understandable way for everyone,
or are there areas where clarity is lacking? Does our data indicate that we are conforming to
standards or not? If so, why?

2. How do we know that the whole organization is committed to environmental

sustainability? Which of our interested parties are assisting us and/or are we encouraging

or supporting?

3. How do we measure the direct and indirect environmental effects of our activities (and
those of our supply chain and main customers) on the everyday lives and health of

surrounding or wider communities?

4. How do we share our environmental expertise with other organizations and with the

communities we arfects In what ways are we clearly demonstrating ESG Ieader

>h1p7

Social

1. What are the indirect and direct consequences of our activities on the éviery
the communities which we serve or reside in? How do we set and measure-long
significant impacts?

day lives of
term and

2. How do we encourage communities to engage with us and what eéxternal or
resources or tools are used to explain our ESG decisions and actions?

internal

3. Who benefits and who loses out (disproportionately) in¢erms of social valu
activities? Should they? Why?

b from our

4. How do we innovate or break down barriers in the-development of local soc
shaping the cohesion and well-being of communities?

al value

5. How do we ensure a reasonable level of inclusion and equity in opportunitig
and within and between the communities and groups that we affect?

s internally

Governance

1. How do we encourage and facilitate diversity of views and constructive cha
levels of our decision-making and goverhance processes?

lenge at all

2. How do we evaluate our overall ESG maturity: how do we use our ESG matujrity matrix?

What special measures and controlshave we introduced to achieve our ESG vig

ion/values?

3. Do we report to the levels of requirements or have we identified further opportunities

for improvement? How dowesshare ESG information more widely?

4. Is our ESG strategy giving us a competitive advantage?

5. How have we evolved our management procedures to take into account extg
interests and impagts alongside internal?

trnal

6. How do we encourage everyone to see ESG as something that is wanted rath
box ticking responses to external requirements? How does ESG (as a framewor
going programme of work) add value to the organization? Where does it dimin
how doWe mitigate or adapt?

er than just
k or an on-
sh value and

7.6 Organizational culture and commitment

Organizatioral culture is the set of shared assumptions, attitudes, ethics, values and everyday j
shape and i fluence personnel behav1our The vision, mission and strategy set by top managg

be consisten

ractices that
ment should

al is likely to

grow as awareness and understanding of ESG issues contmue to increase. Also ESG specifically includes
a focus on sound personnel practices such as the promotion of diversity, equity, fairness, health and well-
being, inclusion, safety, security and a sense of belonging. Positive ESG behaviours may be incorporated in
compensation mechanisms and performance appraisals. Culture reflects the predominant attitudes towards
ESG. The ESG mindset develops alongside the broader maturity set out in Table 11.
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Table 11 — Stages of ESG maturity and cultural attitudes

Stages of ESG Cultural attitudes to ESG
maturity
Stage 1 Responding: driven by external requirements/reporting.
Minimum

standards ESG

Satisfied with meeting only basic external requirements: by easiest and lowest cost means.

The ESG policy aims to avoid possible legal penalties, or it is in place to obtain a licence to

operate, or to become eligible to win a contract.
Avoid third-party validation and verification unless required.

“Lip service” internally and externally. ESG seen as a “cost”.

Greenwashing to gain competitive advantage.

Stage 2
ESG compliance

Going through the motions.

ESG reporting and conformity and/or compliance in a mechanicahway wit
often lacking focus, over-engineered and costly.

ESG decision-making by committee to disperse responsibility:

ESG primarily to manage reputational risk and often misses the bigger pictu
significant gaps.

Inconsistent, weak measures.

h box-ticking,

re and leaves

Stage 3
Developing E$G

Sees competitive value of ESG, positioned as¢a ' win-win situation, i.e. support
shareholders and/or member relations. Attracts customers and value-conscio

Reporting to sell brand, beyond minimunrrequirements.
May use independent third-party conformity and accreditation.

At risk if organizational conditions, objectives, interests or top management
vary between jurisdictions 6r with fashions and still primarily driven by ¢
requirements.

ive investors,
us personnel.

changes. May
rganizational

Stage 4
Values-led ESG
(mature)

Committed to ESG because they want to be, i.e. internal driver.

Community and environmental outcomes core to objectives, vision and valuey.

Good governance standards and pro-ESG culture embedded.

Goes beyond any external requirements. Principle-driven.

Meastre outcomes in open and balanced, fair way.

Provides leadership and shares ESG learning and innovations with the wider

Sustainable outcomes, resilient and reliable. Accountable. Builds capabilities ¢
continual improvement cycle.

fommunity.

nd maturity/

7.7 ESG communications

7.7.1 General

Communicating ESG effectively can significantly influence the organization’s strategic success, including
raising finance and investment, as well as the organization’s reputation. ESG communications are
especially important due to the influence of both internal and external interested party involvement. This
underscores the need for active listening, understanding and engagement in key ESG decision-making
processes. Internally, this can motivate personnel to engage in the organization’s ESG journey, thereby
increasing productivity, reducing emissions and improving retention, as many personnel prefer to work for
organizations that align with environmental values and community-focused outcomes.
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The most trustworthy ESG communications can only be carried out when the organization has validated
and verified evidence and analytics to support aspirations, public statements, strategies and targets.
Understanding the interests of different audiences and communicating relevant information to each group

of interested parties is important for ESG to be successfully integrated across the organization.

7.7.2 Actions

The following key actions should be considered:

a)

b)

d)

f)

g)

h)

i)
j)

Shape the message to fit the audience: language used and the way it is presented, including how it would
be translated, should be accessible and aimed towards the interests of possible users. Be aware of your
target audience’s cultural, social, educational and economic backgrounds.

Choose a

n accessible format: a variety of formats should be used (e.g. brochures, games an

d challenges,

online rd
on the t
abilities

Be creat]
creativit
interestq
particips:

Raise ay
objective
as what

that pos

Enhance
strength

Demonst
ESG has
effective
and shou

Provide
explainil
and aday

Provide

ports, physical and e-newsletters, posters, printed reports, social media). Suitabilit
hrget group, the message to be delivered, budget and geographical spread and 1
viability.

ive: positive engagement with interested parties requires attention to detail,

y and a level of effort. It is important not to underestimate the personal skills and
d parties. Instead, try to define the communication target and provide engaging
itory processes and complement this with creative, honest and engaging communi

yareness and improve understanding, both internally atid ‘externally of the st
s of the ESG reporting. Emphasis should be provided.oniwhat is being communi
s not and more importantly, why and how the ESG risks'and opportunities assess]
tion.

the reputation of the organization’s ESG through accountability, integrity and ope
ens trust in the organization.

rate and explain the engagement activities carried out and the influence that i
had on the organization’s strategies.and planning activities. The benefit of co
ly demonstrates that the organization is open and prepared to be accountable. ES
ld be communicated in terms of\‘the organization’s maturity in ESG.

nformation and impacts pfithe organization’s activities on the environment and §

y will depend
echnological

rommitment,
capacities of
r settings for
cation.

rategies and
rated as well
nent leads to

nness, which

mplementing
mmunicating
[ is a journey

ociety, while

1g the impacts that could;affect them. This communication should also include the mitigation

tation strategies theorganization is taking.

relevant and trahsparent information on the organization’s ESG strategies,

hction plans,

managermnent and govérnance, to enable interested parties to understand and engage with the

organiza
Demonsf

Facilitat

tion.
rate thé.organization’s compliance to legal and regulatory requirements.

e comparison with peer organizations by using standardized measures.

Information should be factually correct and provide sufficient detail to be useful to those receiving the
communications. The information should include comparisons both to previous information and to other
organizations to ensure there is context for the intended user to understand the whole picture. ESG sector
comparisons and KPIs are helpful in explaining the organization’s position.

Communicating for the sake of ticking a box, without the underlying work on ESG policies, strategies and
activities, is likely to become apparent quickly and diminish or create negative communications efforts.

7.7.3 Types of communication

Information should be presented in a way that is inclusive, understandable and not overpowering, especially
to vulnerable consumers. Consideration should be given to how people internalize information and their
needs, whether they require information to be in electronic or paper-based formats, or if there is a preference
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for aural, Braille, data set, digital, graphs, etc. Communication is only effective if the intended user can
understand it. Where there are specific needs and/or neurodiverse needs, these should be accommodated,
if possible.

Typical types of ESG communications are:

ESG reports: organizations usually publish annual sustainability or ESG reports that outline their ESG
performance, goals, initiatives, performance and progress. These reports provide detailed information
on the organization’s environmental impact, social initiatives, governance practices and future targets.

Publicly and internally available dashboards of key ESG statistics: organizations maintain dedicated
sections on their websites, intranet or online platforms that provide ESG information. These platforms
may include interactive dashboards, KPIs and data visualizations to help interested parties understand

the organization’s ESG efforts.

Investor

expecta

Social

newslet
audienc
games, C

presentations and meetings: organizations communicate their ESG strategies and
tors through conferences, meetings and presentations. This allows jinvesto
ers to make informed decisions based on their sustainability practices.

ry filings: organizations may be required by regulatory bodies to disglose certaiy
ion in their financial reports, such as the impact of climate change otrthe organizat
sion metrics, or governance practices.

d party engagement: engaging with interested partiesis crueidl for effective ESG cor
tions may conduct focus groups, regular meetings or surveys to understand intg
ions, address concerns and communicate progress on ESG initiatives (see 4.4).

edia, newsletters, games and competitions: opganizations use social medi
ers and other methods to share ESG-related news, updates and success stories

. This helps raise awareness and engage withithe public on sustainability topics.
allenges and competitions are being includéd to communicate messages.

7.7.4 Vulnerable groups

Third-pqrty ratings and rankings: organizatjons can provide independent assessments
performpnce. Many often share their ratings and rankings from reputable ESG rating
showcasg their commitment to sustainability and transparency. However, it is important

performance
rs including

ESG-related
ion, diversity

nmunication.
rested party

A platforms,
with a wider
Increasingly,

of their ESG
agencies to
that models,

algorithins and the like that are relied upon are also transparent and trustworthy.

There are styles of communications for those experiencing neurodiversity and/or vulnerable groups:

a) Contactjng the organization: make customer aware of other methods of contact (e.g. |email, letter,
phone, djrect contactwith a person) if they appear uncomfortable using one method.

b) Formatg of communications: offer alternative formats of communicating information to the individual
and be willingto accept communication in different formats from the individual.

¢) Ownership of the communications: avoid passing individuals around lots of different [departments
and personnel to get at the relevant ESG information or understanding.

d) How to communicate: where appropriate, consider translation of information, reports and evidence, or
in special circumstances offer access to specialist support, such as a translator or an interpreter.

e) Time and resources for effective communications: allow extra time and human interaction for
processing information and decision-making/reflection (including pausing the process, to help
overcome the effect of any temporary difficulty). This can be especially important when communicating
with people where the information is not in their native language or is technical.

f) Access enabling engagement: ensure that multiple forms of access to engagement are available, for

example, providing equal opportunities to engage can mean being flexible and going into communities
or providing additional support.
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See IS0 22458I75] and 1SO 20121.[77]

7.8 Further information

For further information to help an organization with governance factors, see the references listed in

Table 12.

Table 12 — Sample of ISO and IEC documents available for governance factors

Issues

ISO and IEC documents

Risk assessments

1SO 31000,[81 [EC 31010[19]

Governance p

rinciples IS0 37000,[21 1SO 37004,1821 SO 37005[27]

and mechanisms

Compliance nllanagement 1SO 3730117

Ethical factors ISO/TS 17033,[831 1SO 37001,[211 ISO 37002,[851 [SO 37003,[841 ISO/TS3700$[85]
Social factors [SO 53800,[86] [SO 30415,[871 1SO 20121[77]

Competence ¢f audit ISO/IEC 17021-1[88]

Organizationgl culture 1SO 10010,[26] ISO/TS 24178,[1201 SO 37000,2]1 SO 3700124}

Leadership 1SO 9001,[231 1SO 30415,[871 1SO 37000,[21 ISO 45001,[Z8kIWA 42[31]

ESG commun]cations IS0 9001,[231 ISO 26000,[51 ISO 14004,[211 1ISO 140634221 SO 45002,[23]1 SO B7000[2]
Vulnerable grfoups 1SO 22395,[941 [SO 22458,[751 SO 26000[3]

8 Compliance and conformity

8.1 Genernal

Compliance and conformity of ESG factors in organizations play a crucial role in promoting qustainability

and corporg
accountabilif
or conformit

The expectaf
by clients foj
(in whatever
organization

NOTE Co

te citizenship. These mechanismsaim to demonstrate organizations’ comt
y to the ESG principles by reliably-and transparently reflecting the degree of conj
y in ESG areas.

ion in all ESG regulated aridnon-regulated ESG reporting frameworks and ESG 1
an ESG statement) is the'need for conformity assessment and/or assurance that
form) have been assessed and are a fair reflection of the position being stated
has reduced its GHG-emissions by x % over the last year).

hformity assessmient is not necessarily a certification process, but a validation and verifi

(see below an

Conformity

is a key indidator ofian organization’s commitment to ESG, its maturity and transition into ES(
practices and processes, organizational confidence and performance in this area.

Clause A.3).

ith ESGstandards and requirements, whether imposed (regulated or contracted)

nitment and

pliance and/

equests (e.g.
those claims
(e.g. that the

ration process

or voluntary,
: behaviours,

Assessing conformity in ESG aspects involves the review and verification (current or historic) and/or
validation (future) of an organization’s claims and practices based on the evidence presented to independent
(impartial and uninfluenced) assessors, whether first, second or third-party (see Table 13). These evaluations
use specific methodologies and standards to evaluate the organization’s performance and conformity in
areas such as corporate governance, environmental management, GHG emissions, organizational ethics and

social values

By demonstrating conformity to ESG factors, organizations can attract and retain talent, create sustainable
business opportunities, drive positive changes, enhance investor and interested party trust, and strengthen

their reputat

ion.

© IS0 2024 - All rights reserved
34


https://standardsiso.com/api/?name=c3ae2db6960f95bb71266c85e4eba2e0

IWA 48:2024(en)

8.2 Difference between compliance and conformity

The two concepts of compliance and conformity are related. It is generally accepted that compliance is
influenced by direct requests or rules (e.g. from authority figures or formal directives). Conformity refers to
the adherence to established norms or specifications.

Compliance is typically used to denote legal or regulatory requirements, whereas conformity is a
voluntary demonstration that the subject matter meets the requirements set out in standards, documented
requirements, specifications, etc. These terms are often interchangeably used and compliance through
conformity is a way of demonstrating that legal or regulatory requirements have been achieved.

Compliance may be against standards or written requirements; the organization, if it fits within the set
criteria (e.g. sector the organization operates in, size of organization, turnover of organization), is bound by
law to comply.

Conformity

relevant and
and ESG cred
which to bas

8.3 Confo

Many aspec
management
form part off
should be thg
ESG claim. H
to be a tick-b

Conformity &
by the asses;
part of the C
consistency

cover activif
certification
useful docun
on how to wi

To understar]
the demonst
requirement

The determi
evaluation, v|

As claims ne
been, or is, 4

issessment on the other hand is voluntary and if anything, conformity assesst
likely to be used by many more organizations as they look to demonstrate-their s
entials, either because they want to or because their interested parties need the in
e decisions.

'mity assessment

[s are individually assessable for conformity, such as_€arbon footprints, er

nent is more
ustainability
formation on

\vironmental

system, GHG emissions, etc. In principle, such evidence and ¢onformity-assessed activities may

an overall ESG assessment. A key element in providing robust ESG conformity
e understanding of who the interested parties and inténded users are and their ne

assessments
eds from the

hving a broad context for the ESG conformity assessment ensures the ESG claim is ot perceived

ox exercise or greenwashing.

ssessment can be carried out in several ways that determine the level of confide
ment. [SO’s committee on conformity assessment, CASCO, has published several
\SCO toolboxY. These standards set outthe requirements for the impartiality, con
bf the conformity assessment and define conformity assessment terminology. The
ies such as testing, auditing, @xamination, evaluation, inspection, validation,
(of systems, services, products and persons) and accreditation. The CASCO tool

hce provided
standards as
hpetence and
se standards
verification,
box also has

hents that provide guidance-on conformity assessment practices and requirements, including

ite documents that can be conformity assessed.

d conformity assessment, it is helpful to understand the terminology. Conformity 4
Fation that specifiedrequirements are fulfilled (see ISO/IEC 17000:2020,[25] 4.1) 4
5 are the need ox eXpectation that is stated (see ISO/IEC 17000:2020,[25] 5.1).

hation andtdemonstration of how specified ESG requirements are fulfilled involy
plidatiorhand verification processes, against documented claims.

edto'be based on data and information (evidence), the assessment of whether {

Issessment is
ind specified

e systematic

he claim has

chigvable can be tested. In ESG-related claims, the assessment of quantitative anjd qualitative

evidence wil

be considered relative to the claims being made.

Some claims can be assessed relatively easily, as they are process-driven (such as doing a carbon footprint
assessment, mass balance or GHG assessment, e.g. a change of input materials), while others will take
additional expertise and judgement of the competent assessor or assessor team to come to a conclusion (e.g.
whether the social cost benefit of employment or health improvements outweighs the policies implemented
to meet the improvement target, such as changing working shift patterns or changing child labour policies).

ESG conformity assessments should be taken in the context of geographical location, or position of
importance in the community or marketplace as well as criteria, specifications, regulations and markets
(e.g. planting more trees than were removed may meet a biodiversity net gain criteria, but fail in other ESG-
related factors).

1) More information on ISO/CASCO can be found at https://www.iso.org/casco.html
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The organization being assessed will need to explain how it chose the evidence, methodologies and actions
related to ESG and why that was appropriate in relationship to the claim. The conformity assessment body/
assurance practitioner will determine, within reason, if the claim has merit based on the organization’s
choices and actions. The conformity assessment body/assurance practitioner may also consider the veracity
of internal checks and impartiality of those carrying out assessments (e.g. by reviewing competencies of
personnel, interviews).

Who carries out the conformity assessment activity determines the relationship between:

— the conformity assessment body: the body that performs conformity assessment activities, excluding
accreditation (see ISO/IEC 17000:2020,[23] 4.6); and

— the object of conformity assessment (see ISO/IEC 17000:2020,[23] 4.2), such as the organization or the
organization’s claims, disclosures, products, reports, services, etc.

The bodies ¢ ee Table 13).

These partie

hirrying out conformity assessment activities can be first, second or third partiess
5 should not be confused with legal entity descriptors.

Table 13 — Parties carrying out the conformity assessment activities.

Party carfying out Description and examples
conformity pssessment
activjities

First party Performed by a person or organization that provides or is the object of confprmity
assessment (e.g. in ESG terms, the first party is the organization itself for the products
that are being assessed).
(This also includes external bodies that are controlled by the providing organization.)

Second party]| Performed by a person or organization that has a user interest in the object fof
conformity assessment [e.g. in ESG terms, the second party may be the investor (or their
representative due diligence expett), purchaser or user of the claim, report pr
disclosure].
(This also includes external’bodies that are controlled by the organization with the user
interest.)

Third party Performed by a persdn or organization that is independent of the provider of the object of
conformity assessment and has no user interest in the object. Third parties may provide
opinions or a certificate based on the conformity assessment activities.

arty opinion
[ for purpose.

ce purposes, the mandating body (regulator, government, etc.) may require third-
nd/or certification beefore the claim, report or disclosure is accepted as valid and fi

For complian
(assurance) 3

The object of conformity assessment (object), such as the claims, disclosures and reports, are gvidence-led.
From a confdrmity assessment stance, the quality and veracity of the evidence can determine the confidence
in the objectfand the assurance level provided by the conformity assessment body.

hccuracy and
nagement of

e important that the organization checks their information and data sources for
ensestablishing the claim, disclosure or report. Transparency and effective ma3
hhrd)data will also aid any conformity assessment carried out.

It is therefor]
certainty wh
information

The responsibility for the claim, report or disclosure does not transfer to the body carrying out the
conformity assessment.

NOTE See Annex A for further details.

9 Reporting

9.1 General

Reporting is a fundamental element of the ESG framework, which enables both internal and external
interested parties to understand the organization’s approach to ESG, its performance in relation to ESG
factors and its claims. Any report should include and represent the position at the date of the report (typically
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at the end of a fiscal year). It should be a fair representation of all identified, relevant and prioritized ESG-
related impacts, risks and opportunities reasonably expected to affect the organization, individuals or
communities affected or likely to be affected and the environment (e.g. intended users and/or interested
parties).

Thereportis developed through risk based and evidence-based processes, and the outcomes should provide a
reliable, accurate, understandable and true representation of the impacts, risks and opportunities identified
as materially worth reporting to and by the organization and how the organization impacts others. Credible
information and reliable scientific data are critical to trustworthiness and result in the ability of others to
rely on the organization.

An ESG report may be part of an integrated annual report (e.g. describing the organization’s operations and
financial position) or a separate document that covers non-financial issues. The report is best structured to
connect and integrate with financially relevant information and the financial reporting, to allow the user a

complete undlerstanding of the ESG position.

Compatibilit
broadest use]

As part of th
information,
methodologi
accessible fo

9.2 Repoj

9.2.1 Geng

Using the r
information.
assurance pn

Reporting pr
the specifics
geographical
principles ar
using Intern3

The reportin
help organiz
assess the or
of multiple f;
important fo
and that thei

9.2.2 Guid

b, interpretability and interoperability with other frameworks and stamdard
of this document.

e reporting transparency (see 9.2.3.6) and to aid the reader’s understanding of
identification and referencing of sources (e.g. conversion factors, standardized
es are used and from which organization and country) should be provided in a cle
‘mat.

ting principles and quality

bral

bporting principles (see 9.2.2) ensures thelintegrity and reliability of the r
This section provides the reader with an™inderstanding of data validation, ver
ocesses to enhance the credibility of theyeported data.

inciples serve as foundations to guide organizations structuring their ESG reporti
et of principles and frameworks adopted by each organization may vary based on tl
location, jurisdiction and interested party expectations. Therefore, a set of minim
e set within this context tdwenable a consistent and clear approach for organizat
itional Standards or other~documents having wide acceptance and authoritative st

g principles in 9.2, 2\are fundamental to ensure high-quality ESG reporting. The
htions establish eonsistent and transparent reporting practices, enabling interest
ganization’s ESG performance and make informed decisions. Many organizations 3
rameworks and standards depending on their specific needs and industry requil

I organizations to conform to this document’s principles to ensure the integrity o

I reported’information is reliable.

ingprinciples for reporting

5 enable the

the data and
data, which
ar and easily

eported ESG
ification and

ng. However,
heir industry,
hm reporting
ons who are
atus.

se principles
ed parties to
hdopt the use
rements. It is
[ their report

The following guiding principles should be applied:

a)

strategy, objective(s) and values;

b)

strategic focus and materiality of ESG and their metrics that are consistent with the organization’s

an approach that is practicable to the organization’s operating model and external context, based on a

cost benefit comparison, including opportunity cost (e.g. time, quality, volume) analysis (financial and/

or non-fi

d)

nancial values);

relevance for organizations of all types, sizes, sectors and geographic locations;

that informs organizational decision-making;
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comparability of reported metrics across similar organization types and sectors (e.g. using

benchmarking methods and establishing baselines, or using risk and opportunity metrics, or collecting
evidence from comparable analysis);

the organization and its internal and external interested parties (see 4.5);

and interested parties;

ESG narrative based on the concept of materiality that identifies the important and relevant impacts for

transparency of reporting that clearly identifies ESG risks and opportunities to key governance bodies

ensure established good practice on data and information, communication and consultation between

management and personnel representatives is respected and protected during the planning and

ntation of any related changes;

e)
£
g)
h)
impleme
i) respect
restricti

Vol | - 1. L 1 h - rad L] 1 . . . . 1
COTTITUETIITIAIITY O Udtd aId IITOT TITJ (TOIT WITEIT TEPOT UG, CIISUTIIg IC IS NTOC Usted
ye measure.

9.2.3 Spedific principles for reporting

9.2.3.1 Ac

Organization
to allow a rey

Poor and in
information
should be co1

Accurate inf

internal

Curate

s should report information that is true, verifiable and/or validatable and adequg
riew of the organization’s ESG impacts.

helps to clearly understand the current situation. Any‘quantitative and qualitative
1sistent with the available evidence and other reposted information.

rmation typically comes from:

qualitat
— poll
was
recyj

mets¢

pla

mac
info1

tion monitoring;
e collection statistics;
cling rates;

r readings (e.g. energy)and water);

bui:ting managemernitsystems (BMS) data;

operationaldata (run hours, maintenance costs, labour hours, etc.);

hine senser data, learning tools/Al data collection and other credible sources
‘mation;

measure

ment, hased on rp(‘ngni7pd mpfhndnlngipq and metrics:

interested parties;

as an overly

tely detailed

romplete data may lead to poor or inaccurate or skewed decision-making. Only accurate

information

and external data collection (manual ef“electronic) coming from many quantitative and
i[/e sources, including:

of published

interested party engagement workshops, workshops comprising focus groups and or feedback from

publicly available information, such as regulatory filings and reports, and media and public records,

such as news articles, press releases and other public records relevant to ESG information, including
metrological data;

transport miles for logistics operations)];

methodologies);
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— data analytics and rating agencies, such as platform-based report generators.

Organizations should:

where appropriate (e.g. where there is not a standardized methodology or calculation), explain how the

data and information used have integrity and credibility, along with any sources (e.g. standards followed,
scientific peer reviewed articles, industry benchmarks);

indicate which data have been measured and which have been estimated;

estimates;

explain underlying assumptions and techniques used for estimation, as well as any limitations of the

understand the variability and uncertainty within the data used and communicate these when reporting;

consider
scale or

9.2.3.2 Timpely

Organization
parties. For s

The usefulne
it into their d
interim targe
and the effo
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Organization

ensuring thaft the information is of high quality. The report should also indicate the period cd

reported inf
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how the org
implemented

9.2.3.3 Fair and unbiased

Organizatior]
of the organi

ESG informa

Users to
impacts

When re

using methodologies to quantify qualitative data and information (e.g. usingT{
bther appropriate analysis tools).

ome organizations, meeting deadlines can have legal consequences’if they are not

ss of reported ESG information is closely tied to its availability in time for users t
ecision-making. A report should be submitted at the required time (e.g. at the end
t or inclusion with the corporate accounts). If this does\not happen, the reportis n
't expended in preparing it is also a waste. The absence of information at the r
0 making unsubstantiated decisions.

s should find a balance between the need to make information available in a timely

rmation.

e “timely” also has the consideration-of material change that can affect decisia
hnization is considered. Therefere, updated or amended reports and statement
as soon as practically (or legally)’possible.

s should report infoermation in a balanced and unbiased way and provide a fair r¢
zation’s adverse ahd-positive ESG impacts, risks and opportunities.

ion should be presented in a way that allows:

see negative and positive year-on-year trends. Relevant information concerning
Khould 1ot be omitted. Over-emphasizing positive news or impacts should be avoid

porting on compliance performance related to applicable compliance obligations,

value, Likert

s should report information on a regular schedule and make it available to relevant interested

met.

incorporate
of a net zero
bt supportive
bquired time

r manner and
vered by the

n-making or
s need to be

presentation

its negative
led.

there should

be consideration ot compliance and non-compliance such as summons, warning and notice

Interested party interests or concerns to be clearly understood from the ESG reports.

skew or influence the conclusions or assessments by interested parties.

9.2.3.4 Relevant to its ESG context

S.

Presentation of information such as data, year-on-year trends and analysis in such a way that it does not

Organizations should report information about their impacts relevant to their ESG context. Having identified
the intended users (interested party) of the report, the organization should ensure that the ESG data and
information provided address the materiality determination, the accuracy of delivered information and the

capability of

intended users to make informed decisions when using ESG reports.
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The objective of ESG reporting is to provide transparency on how an organization contributes or aims to
contribute to sustainability. For this purpose, the organization should assess and report information about
its impacts focusing on sustainability. This includes positive and negative impacts. Only relevant information
should be included in the report. The inclusion of irrelevant or insignificant information may be confusing,
a demonstration of a lack of focus and internal awareness and may be a waste of effort and resources.
Insignificant information should be considered from the different interested parties’ perspectives, which
is why engagement is an important aspect of ESG. Therefore, organizations should consider the robustness
of information and measures, using respected scientific research, other authoritative sector-specific data
or agreeing with interested parties the limits or achievement of goals, as well as taking into account their
location(s) to ensure that impacts are in relation to appropriate local, regional or national contexts.

9.2.3.5 Comparable

le manner to
hlso consider

The organiza
enable an an
the impacts i

tiomrshoutd-setect; tompite and reportimformationr consistentty anmdimacomparah
hlysis of changes in the organization’s impacts over time. The information should
elative to those of other organizations (i.e. benchmarking).

Organization
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investment d

s should ensure that information is able to be compared in the short, medium and| longer term.
the organization and its interested parties to assess the organization's-current impacts against
cts and its goals and targets, including environmental and social indicators, rating activities,
ecisions and advocacy programmes.

The informafion provided by reports may be supportive when it includes a provision to ¢
figures, stan
corrective ad
analysis will
to previous

strategically
from a new g
place and cle

ompare past
dards or objectives. The year-on-year trends in variations’may be found by comparison and
tion. The more accurate, relevant and transparent the information is, the more comparative the
be. On occasions it may be impossible, inaccurate or*inisleading to compare reporf information
reporting periods (e.g. if the organization has.(hanged very significantly stgucturally or
. It may then be appropriate to re-baseline reporting information so that comparilsons re-start
oint in time. If the re-baseline is carried out,there should be full disclosure on why it has taken
ar information for interested parties to make decisions on.

uired of the
n the report.

Consideratio
information

h should be given at an early stage as to what comparison is likely to be reg
bver the short, medium and long terin'and the time horizons should be referenced

Claims and 1
the compari
explanatory
or qualitativi

eports, in whatever form, should include explanatory text setting out the refergnce used for
bon (e.g. provide an explamation that would allow for an interpretation of a statement). The
fext should permit the identification of the reference data or information in specifid quantitative
e terms and how it was'ebtained (e.g. where a comparison of a products, serviced, impact, etc.

is demonstra3
another prod
peer review,

ucer or supplierzand currently or recently have been in the same marketplace). T
analysis, etc.

ted in a report it should serve similar functions, where appropriate be supplied by

y the same or
his can be by

9.2.3.6 Transparentiand clear

The organizdtion should present information in a way that is accessible and understandable.

The purposelefpreparing ESG+ tion which is
useable by interested parties in decision-making. The information in the report should be clear, complete,
concise and simple to interpret. The report should be straightforward, enable easy focus on issues and

arrive at a conclusion.

CIIC- O oI T o e O T 11t TICIITS,

The organization should also consider specific accessibility needs of its interested parties, associated
with abilities, diversity, language and technology. The organization should present information in a way
that interested parties can easily find the information they want, such as using tables of contents, maps,
infographics or links.

9.2.3.7 Verifiable

The organization should gather, compile, analyse and record information in such a way that the information
can be examined to establish its quality.
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[tis important that the reported information can be audited, analysed and evaluated to establish its accuracy
and correctness and to determine the extent to which the above reporting principles have been applied. This
also demonstrates an organization’s accountability and transparency.

The organization should set up internal controls and organize documentation in such a way that individuals,
other than those preparing the reported information (e.g. internal auditors, external assurance providers),
can review them. The decision-making processes underlying the organization’s ESG reporting should be
documented in a way that allows for the evaluation of the key decisions and processes, such as the process of

determining

who the interested parties are, risk assessments, outcomes and materiality.

9.2.4 Report coverage

9.2.4.1 General

ESG reportinlg is not set in stone and it depends on what the organization determines is materia'l to the users

of the report
in this docun

In the conte
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9.2.4.2 Re

The report s
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voluntary. R
strategies a
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based on the materiality evaluation of environmental, social and governanece,dlre
nent; however, there are key elements that should be addressed within the report.

kt of the reporting on ESG-related activities and issues, these should be consi
al and social factors of ESG and how the organization governs itselfto manage an
al and social factors of ESG.

e but are not limited to the reporting specified in 9.2.4.2 t9-9:2.4.6.

porting on materiality

hould provide an understanding of how and whatdactors, impacts and associate
1.2) were identified. The report should also explain any relevant and significa
s identified, along with significant impactstand trends associated with clim
Ctor, organizational maturity, the organization’s exposures to vulnerabilities and 1

porting on the governance of the organization

s have various reasons to report-externally on their governance, some mandatoy]
eporting on how the orgafiization is governed, particularly concerning its §
nd actions, allows interésted parties to determine if the organization align
. Internal reporting within an organization ensures there is transparency, a focus
governance reflected it management practices.

rnance areas to report on:

h clear understanding of who the reporting organization is. The organization shou
nding of'the connection between ESG-related financial and non-financial ESG disq

There should be‘a description of the organization’s organizational model.

ady outlined
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1 achieve the

H materiality
nt risks and
htic impacts,
hany others.
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ustainability
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irelated disclosure on gavernance should provide the users of the report with an understanding

of the governance processes, controls and procedures for managing, monitoring and overseeing the

The key gove

a) Provide
understd

b)

c) TheESG
ESG-rela

d)

ted risks and opportunities.

The report should include the structure of the organization, its relationship to other organizations and/

or its relationship to other parts of a group and who is responsible and accountable for establishing,
approving and signing off the ESG report.

9.2.4.4 Reporting on the strategy of the organization

The reportin

a)

and how

g organization should:

and what the strategy is measured against;
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anticipated effects can impact their business model, strategy and decision-making;

9

9.2.4.5 Reporting on the sustainability risks and risk management

The reporting organization should:

a)

affect the organization’s ability to achieve its objectives;

b)

horizons used by the organization for strategic decision-making and activities.

cover what can reasonably be expected to affect the organization’s prospects and how such current and

explain the resilience of the organization’s organizational model and strategy to sustainability-related risks.

provide an understanding of ESG-related risks and opportunities that can reasonably be expected to

specify the time horizons for short, medium and long term and how they are linked to the planning

9.2.4.6 Re

The reportinig organization should:

qualificdtions about the data and information, including the rationale for selecting them, in

a) ensuret
for consil
b) ensuret
these sh
c) ensure f
medium
d) beawar
requiren
and for d
e) provide
(see 9.2)
NOTE Seg
assurance.
9.3 Assur

In general te
processes an
measures ha

porting on the ESG metrics and targets

he report is based on clearly defined metrics and targets where possible and these
stent, interpretable, replicable and reproducible outcomes;

Fansparency in the reporting, where inconsistencies appear/betiveen ESG metrics
buld be explained in clear, understandable and easy to findtext (i.e. not hidden aw

he metrics and targets are relevant to the organization and interested parties,
and long term, to assist in comparability as the organization matures its ESG repo

e of any mandatory and voluntary frameworks,International Standards/documen
nents, that already have established metrics and align with regulations when mand
onsistency in reporting and benchmarkingwhenever possible;

bvidence that supports the results against the metrics and targets with clarity and t
3.6), use recognized and accurateCdata sources and methodologies wherever |

ance

'ms, ESG assuranee supports the organizational ability to demonstrate the credibi
d procedureste’deliver against set requirements (e.g. carbon reduction or that enet
ve deliveredthe desired or forecasted energy savings).

Assurance p
to identify
procedures

h[Zw well the organization is achieving the desired outcomes. Good governance

focesses and procedures, by their very nature, allow an organization or its inter

should allow

and targets,
y);

in the short,
rting;

ts, or client’s
ated to do so

ransparency
bossible, and
the report.

the ISO 14019 series[2¢] for.the validation and verification of sustainability, ESG information and

ity of claims,
gy efficiency

bsted parties
bf processes,

are accurate,

transparent and responsive help focus on how an organization presents its evidence and outcomes.

Assurance also supports organizational functional approaches by ensuring evidence is appropriate to the
management practices, statements, claims, reports and disclosures.

In terms of demonstrating the above, when an independent (impartial and unbiased) assurance activity is
carried out, the assessment should be an evidence-based approach, using risk-based sampling for validation

and/or verifi

cation of the evidence.

The principles providing assurance for ESG reporting in assurance are:

integrity;

— impartiality;
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