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WHAT IS ESG?







CCURRENT STATE OF ESG



FFUNDAMENTALS

Sustainability as defined by 1987’s Brundtland 
Commission: “meeting the needs of the present 
without compromising the ability of future 
generations to meet their own needs.”

SUSTAINABILITY DEFINITION



TTHE FUNDAMENTALS

Outward Impact

Inward Impact

DOUBLE MATERIALITY



EENVIRONMENTAL, SOCIAL, AND GOVERNANCE (ESG)

ENVIRONMENTAL SOCIAL GOVERNANCE

How your 
organization impacts 

and interacts with 
the environment. 

How your company 
prioritizes 

community, 
employee, and 

business 
relationships.

How your 
organization is 

governed, operated 
and managed.



EENVIRONMENTAL, SOCIAL, AND GOVERNANCE (ESG)

ENVIRONMENTAL SOCIAL GOVERNANCE

Greenhouse gas emissions 
(GHG), energy use, materials, 

waste, hazardous waste, 
pollution and toxicity, 

biodiversity, etc.

Human rights, worker health and 
safety, employee and supplier 

diversity, community 
investment, etc.

Board structure, executive pay 
structure, diversity in leadership 

positions, business ethics, 
transparency with employees or 

shareholders, etc.



WWHAT IS AN ESG PROGRAM?

CORPORATE OR MUNI INVESTING PRODUCTSRATINGS

•

•

•

•

•





WWHAT IS ESG?
ORGANIZATIONS ENGAGE IN A CONTINUOUS PROCESS



RREPORTING FRAMEWORKS
Name Description Audience Scoring

Recommendations on the types of information that companies should disclose to appropriately 
assess risks related to climate change

Investors No

Comprises global sustainability leaders as identified by S&P Global through the Corporate 
Sustainability Assessment (CSA) 

Investors Yes

Framework for corporate sustainability reporting in which financial disclosure and sustainability 
information are combined in one report

Investors No

Enable organizations to identify the sustainability-related issues most relevant to investor 
decision-making in 77 industries and provide industry-based disclosures about sustainability-
related risks and opportunities 

Investors No

Takes the information supplied in its annual reporting process and scores companies and cities 
based on their journey through disclosure and towards environmental leadership

All stakeholders Yes

ISSB will develop a global baseline of disclosure requirements designed to give investors high 
quality, globally comparable sustainability information that can be used by jurisdictions on a 
standalone basis or incorporated into requirements to meet broader, multi-stakeholder or 
public policy needs

Investors No

World's most widely used sustainability reporting standards, providing common language for 
corporate transparency and impact reporting for companies and investors

All stakeholders No

Provides validated ESG performance data and peer benchmarks for investors and managers to 
improve business intelligence, industry engagement and regulatory reporting solutions

Investors and 
managers

Yes



WWHAT IS ESG?
FINANCIAL-SIDE

Investors are applying non-financial factors as 
part of their analysis to identify material risks and 
growth opportunities 

ESG investing refers to a set of standards used by 
investors to screen potential investments

• sometimes referred to as sustainable investing, 
responsible investing, impact investing, or socially 
responsible investing (SRI)

• relies on independent ratings determined by 
third-party, independent companies and 
research groups that help investors assess a 
company’s behavior and policies when it comes 
to ESG performance

By considering ESG factors, investors get a more 
holistic view of the companies they back



FINANCIAL PRODUCTS



TTOP 10 US BANKS
ESG OR NOT?



WHAT IS AN ESG
PROGRAM?



FFORTUNE 500
CLIMATE PROGRAMS



CCORE COMPONENTS 
OF AN ESG PROGRAM

ESG programs are not one-size-fits-all 
and can vary depending on the 
organization's size, type, industry, 
geographical location, and stakeholder 
expectations

STAKEHOLDER 
ENGAGEMENT

REPORTING AND 
TRANSPARENCY

PERFORMANCE 
MONITORING 

AND 
IMPROVEMENT

INTEGRATION 
INTO BUSINESS 

STRATEGY



WWHAT IS AN 
ENVIRONMENTAL, SOCIAL 
& GOVERNANCE 
(ESG) PROGRAM?

An ESG Program establishes and reports 
progress across a defined set of 
sustainability priorities that are important 
to the business and stakeholders

•
•

•

• The first step to develop an ESG Program and 
relevant reporting is to establish an ESG 
Framework, which identifies key focus areas that 
are priorities for the business and stakeholders, plus 
tactics and an implementation plan that are feasible 
to achieve.

• This ESG Framework is a starting point to 
define quantitative and qualitative metrics, set 
sustainability goals, and track and communicate 
your company’s sustainability progress to your 
employees, customers, and investors.

• The ESG Framework will help you to advance your 
businesses' sustainability and economic 
competitiveness.



EESG FRAMEWORK FOCUS AREAS
KEY FOCUS AREAS FOR PROGRAM DEVELOPMENT AND REPORTING



EESG MATERIALITY MATRIX
MAPPING OF ESG PRIORITIES BASED ON IMPORTANCE TO THE BUSINESS AND TO STAKEHOLDERS



ESG PRIORITY AREAS
IDENTIFICATION OF ESG PRIORITIES BASED ON A MATERIALITY SURVEY

Reduced emissions, net-
zero and other strategies

ESG 
STRATEGY

Carbon Emissions

GOVERNANCE

Increase biodiversity and 
lessen impacts on land use

Biodiversity + 
Land Use

Reduce impacts on the 
watershed

Water 
Stewardship

Build diversity and ESG 
oversight into board

Board

Ensure that labor practices 
exist throughout the supply 
chain

Supply Chain 
Labor Standards

Focus on where money is 
invested

Responsible 
Investment

Reduce negative impacts of 
chemicals

Chemical Safety

Build equity into ownership 
structure

Ownership



UUN’S SUSTAINABLE DEVELOPMENT GOALS (SDGs)



WWHY HAVE AN 
ESG PROGRAM?

“ESG is here to stay and a strong ESG 
proposition links to value creation in 
five essential ways – top line growth, 
cost reduction, regulatory intervention, 
productivity uplift, and investment and 
asset optimization.”

-McKinsey and Company

“Climate risk is investment risk…Every 
government, company, and shareholder 
must confront climate change.”
-Larry Fink, Blackrock

•

•

•

•

•

•
•
•

•

•

•
•

•



CONSIDERATIONS



EESG IS ONE CONSIDERATION

Companies are committing to Scope 1, 
2, and 3 emissions reductions

Companies committed to climate goals 
that are aligned with climate needs

Global ESG activity, regulatory 
drivers in the EU

Diversity, equity and inclusion impacts 
talent attraction and retention

Global regulations are driving sustainable 
supply chain activity

NET ZERO

SCIENCE BASED 
TARGETS

ESG

DEI

SUPPLY CHAIN

Organization 
Activity



90% of the global economy falls 
under a net-zero pledge, up 
from 16% in 2019 (PWC)



EESG BACKLASH

Backlash at state-level 
Republican bill to restrict pension managers from considering ESG passed both houses of 
Congress, vetoed by President Biden. 

At least seven states have enacted anti-ESG laws in the past two years that seek to 
prohibit or discourage public entities from considering ESG factors when investing 
state resources.

In December 2022, Florida pulled $2 billion from BlackRock, the world’s largest asset 
manager, citing firm’s support for ESG investing. 

Florida public or state-controlled funds can no longer invest their money based on ESG 
factors under a bill signed by Gov. DeSantis in May 2023.



EESG BACKLASH

The political risks remain high
In August 2022, Texas banned 10 large banks and 348 investment funds for allegedly 
boycotting fossil fuel-based energy companies.

World's biggest mutual fund manager Vanguard pulled out of the Net Zero Asset Managers 
(NZAM) initiative citing a need to demonstrate its independence.

“Greenhushing”: A recent global study found 1 in 4 businesses do not plan to talk about their 
science-aligned climate targets. 

Fiduciary Responsibility
Failing to meet fiduciary responsibilities: ESG investments allocate money based on political 
agendas at the expense of best returns for shareholders and retirement accounts.



IIS PERFORMANCE BETTER?

ESG fund performance not statistically different

University of Chicago researchers analyzed the Morningstar sustainability ratings of more than 20,000 
mutual funds representing over $8 trillion of investor savings. Although the highest rated funds in terms of 
sustainability certainly attracted more capital than the lowest rated funds, none of the high sustainability 
funds outperformed any of the lowest rated funds.

Another study on the returns of 80 European and 64 US funds found no statistically significant difference 
between ESG and non-ESG funds, although the former have slightly higher returns than the latter.

ESG funds don’t seem to deliver better ESG performance either.

Researchers at Columbia University and London School of Economics compared the ESG record of U.S. 
companies in 147 ESG fund portfolios and that of U.S. companies in 2,428 non-ESG portfolios. They found 
that the companies in the ESG portfolios had worse compliance record for both labor and environmental 
rules. They also found that companies added to ESG portfolios did not subsequently improve compliance 
with labor or environmental regulations.



ESG “is likely to follow the same trajectory as digital 
and technology adoption which is now an expected 
component of the overall experience.” – Rishi Bhattacharya, 
Impact + Influence



QAD Blog



PPUSH BACK ON THE PUSH BACK

In Texas, insurance lobbyists went public with their opposition to the restrictions in Senate 
Bill 833.

State treasurers and attorneys general have sought to blacklist banks that factor ESG into 
their investment decisions.

The North Dakota House of Representatives voted 90-3 against a bill that would have created a list of 
restricted financial institutions “boycotting” energy companies. 

State banking associations in parts of the country have pushed back on anti-ESG legislation targeting banks. 

The Kentucky Bankers Association sued the state’s attorney general for allegedly exceeding his legal 
authority by asking the nation’s six largest banks to produce documents and other information pertaining to 
their ESG lending practices. 

Public criticism of gov’t overreach and free market interference.  

On March 24, 2023, over 200 companies convened by Ceres released a letter calling for 
policymakers to respect the “freedom to invest responsibly”.



DDOES ANTI-ESG PRODUCE HIGHER COSTS?

Texas legislation that came into effect in September 2021, which banned cities from having their 
funds managed by companies whose policies restricted investment in fossil fuels and weapons.  

Analysis of the first eight months of the law’s implementation estimated that Texas cities will pay an additional $303 
million to $532 million in interest on $32 billion in bonds. University of Pennsylvania 

New study estimates six other states could face up to $708 million in higher borrowing costs if 
they, like Texas, extended their ESG boycotts to municipalities, as a result of less competition 
between finance firms for municipal bonds. 

Missouri pulled $500 million in assets from BlackRock in October 2022.

NISA Investment Advisors LLC charged the Missouri employee retirement system $5.4 million in fees compared with 
BlackRock's $1.2 million in fees. 

In Indiana, a bill requiring that the state public pension system divest from firms engaged in ESG 
investing was estimated to cost $6.7 billion over the next decade — lowering returns from 6.25 
to 5.05 % annually.



Climate risk pervades every level of a financial 
services firm, operations conducted within its own 
four walls to the entirety of its supply chain and 
includes investments and loans. – Monticello Consulting



GGREENWASHING

Need for mandatory, robust, and universal methodologies 

There is no single, unified standard or methodology behind ESG ratings. 

Voluntary ESG reporting varies across businesses, sectors, and 
countries. 

US and EU are Cracking down on ESG Claims

In May 2022, SEC proposed to enhance disclosures by certain 
investment advisers and investment companies about ESG investment 
practices.

EU has created ESG reporting and greenwashing requirements

Greenwashing poses reputation and legal risks for companies

Anticipated increase in litigation based on greenwashing claims. 

Increased scrutiny as demand for ESG investments and sustainable 
products continues to rise. 



BREAK



LEGAL & 
REGULATORY 
DRIVERS



EESG LEGISLATION IN 
TTHE U.S.

Types of anti-ESG regulations: 

No-ESG-investment regulations: State is 
prohibited from investing in strategies that 
consider ESG factors for any purpose other 
than maximizing investment returns — 
investment decisions should be based 
solely on “pecuniary factors”, and be free of 
“social, political or ideological interests”.

Boycott regulations: Target financial 
institutions that are understood to boycott 
or discriminate against companies in 
certain industries. They prohibit the state 
from doing business with such institutions 
and/or from investing the state's assets, 
including pension plan assets, through such 
institutions. 



WWHAT IS THE 
DISCUSSION IN YOUR 
COUNTY?

DISCUSSION



GGLOBAL REGULATORY DRIVERS

Rising mandatory climate disclosure laws and 
regulations (BDO)

Since the beginning of 2022, climate reporting rules have 
gone into effect in Singapore, China, the UK, and New 
Zealand, etc. 

The EU adopted the Corporate Sustainability Reporting 
Directive (CSRD).

The Swiss Federal Council adopted climate reporting rules 
that will go into effect in 2024.

In 2022, the U.S. SEC proposed climate reporting 
requirements.

Supply chain due diligence laws and regulations are also 
on the rise (BDO)

The EU’s proposed Directive on Corporate Sustainability 
Due Diligence (CSDD) would require organizations to 
identify, prevent and end adverse human rights and 
environmental impacts in their operations and value chains. 



CCLIMATE LAWS ARE 
TRANSFORMING 
SUPPLY CHAINS  

Whether it is climate, 
sustainability, or ESG, a variety of 
regulatory and legislative 
mechanisms are either in place or 
are slated to become active in the 
few years. These will transform 
supply chains, requiring more 
transparency, traceability, human 
rights, and progress toward 
climate goals.

2022

2023

2024
• Canada Forced Labor In Supply 

Chains Act
• Switzerland’s Ordinance on 

Climate Disclosure

Earlier
• UK Modern Slavery Act (2015)
• UK Streamlined Energy & 

Carbon Reporting (2019)
• EU Climate Law (2021)
• Bipartisan Infrastructure Law 

(2021)
• Uyghur Forced Labor 

Prevention Act (UFLPA)
• China’s Measures
• UK Companies (Strategic 

Report) (Climate-related 
Financial Disclosure) 
Regulations 2022

• EU Empowering consumers 
for the green transition 
(proposed)

• EU Corporate Sustainability 
Due Diligence (proposed)

• EU Forced Labor Regulation 
(proposed)

• US SEC Climate Disclosure 
(proposed)

• EU Regulation on 
Deforestation

• German Supply Chain Due 
Diligence Act

• EU Corporate Sustainability 
Reporting Directive

• US Inflation Reduction Act



EESG REGULATION IN THE EU

Corporate Sustainability Reporting Directive (CSRD)
Requires companies to disclose information relating to ESG – the statement must be audited and assured by an independent third-party and included in 
the company’s annual financial report.

Entered into force on January 5, 2023, start reporting by 2025 or 2026, at the latest.

Broadens and amends the Non-Financial Reporting Directive (NFRD), which only covered the disclosure requirements for ~11,000 EU companies.

Will require nearly 50,000 companies to enhance their reporting around sustainability, also applying to non-EU companies listed on EU-regulated markets. 

Sustainable Finance Disclosure Regulation (SFDR) 
Applicable since March 2021, became mandatory on January 1st, 2023. 

Imposes mandatory sustainability disclosure requirements covering a broad range of ESG metrics at both entity- and product- level for financial markets 
participants (FMPs).  

Aims to improve transparency relating to sustainable investment products, prevent greenwashing, increase investor comfort regarding sustainability 
claims made by FMPs, and increase the flow of investment into sustainable products to accelerate the transition to a low-carbon economy.

EU Taxonomy
While in effect since 2020, large companies have not been obliged to report on their alignment until January 1st, 2023.

Establishes an EU-wide classification system that defines what economic activities can be considered environmentally sustainable.  

Provides a common language and set of criteria for assessing the sustainability of investments under the SFDR.

Combats greenwashing and helps direct investments to the economic activities most needed for a green transition. 



EESG REGULATION IN THE U.S.

In May 2022, SEC proposed to enhance disclosures by certain investment advisers 
and investment companies about ESG investment practices.
In March 2022, SEC proposed rules to enhance and standardize climate-related 
disclosures for investors, most likely requiring Scope 1 and 2 disclosures. 
SEC launched the Climate and ESG Task Force to identify ESG-related misconduct 
consistent with increased investor reliance on climate and ESG-related disclosure and 
investment.
State-level pro-ESG regulation

The California Climate Corporate Data Accountability Act (SB 253) and the Climate-Related 
Financial Risk Act (SB 261) passed the state Senate on May 30th, 2023. 

SB 253 would mandate all companies earning at least $1 billion in annual revenue and doing business in 
California to disclose Scope 1, 2, and 3 GHG emissions.

SB 261 would require large corporations to prepare and submit an annual climate-related financial risk 
report.



CCONTRASTING ESG REGULATION
U.S. versus EU

The impact of Europe’s 
sustainability regulations 
will stretch beyond Europe.

CSRD applies to non-EU 
companies listed on EU-regulated 
markets.
Non-EU companies can also 
voluntarily make use of the EU 
Green Bond Standard if they want 
to access EU investors.

United States European Union

Mainly driven by voluntary, 
market-led responses

Mainly driven by regulation

Fragmented policy environment, 
both at state and federal level

Unified, complex ESG 
regulation system

Anti-ESG movements 



RREGULATION SUMMARY

Rapid acceleration of ESG-related 
legal obligations across the globe. 
 

Companies will need to monitor 
regulations—those in force, 
impending and under 
consideration—closely to ensure 
that they are prepared for a new 
compliance regime.

To date, trends in ESG reporting 
and due diligence have largely 
been steered by developments 
in the EU and U.K. 

The new slew of regulations 
underscores investors’ need for 
comprehensive, comparable and 
reliable data related to ESG.



STATE OF THE 
MARKET



EESG ASSETS UNDER 
MANAGEMENT ON THE 
RISE



IINFLOWS + RATE OF 
GROWTH



GGLOBAL SUSTAINABLE 
FUNDS



SSTATE OF THE MARKET
UNITED STATES



SSUSTAINABLE FUNDS
UNITED STATES



ESG DRIVING 
FORCES



WWHY ESG?

“ESG is here to stay and a strong ESG 
proposition links to value creation in five 
essential ways – top line growth, cost 
reduction, regulatory intervention, 
productivity uplift, and investment and 
asset optimization.”

-McKinsey and Company

“Climate risk is investment risk…Every 
government, company, and shareholder 
must confront climate change.”
-Larry Fink, Blackrock

•

•

•

•

•

•
•
•

•

•

•
•

•



IINVESTOR DEMAND DRIVING ESG GROWTH



EESG IS PRODUCING TOPLINE GROWTH



EESG IS PRODUCING TOPLINE GROWTH



LLARGELY POSITIVE RELATIONSHIP BETWEEN 
SUSTAINABILITY AND FINANCIAL PERFORMANCE



EESG DRIVES COST REDUCTION



RRISK REDUCTION IS A STRONG FOCUS



EESG IS ATTRACTING AND RETAINING TALENT



CCONSUMER DEMAND
DRIVING SUSTAINABILITY ACTIVITY



WRAP UP



FFUTURE TRENDS AND CONSIDERATIONS

•
•
•

•
•

•
•



THANK YOU
Let’s make bold changes together



CCLIMATE CHANGE 
ENVIRONMENTAL FOCUS AREA



NNATURAL RESOURCES
ENVIRONMENTAL FOCUS AREA



PPOLLUTION & WASTE
ENVIRONMENTAL FOCUS AREA



EENVIRONMENTAL OPPORTUNITIES 
ENVIRONMENTAL FOCUS AREA



CCORPORATE GOVERNANCE 
Governance FOCUS AREA



CCORPORATE BEHAVIOR 
Governance FOCUS AREA


