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Introduction

Environmental, Social, and Governance (ESG) considerations are now a central focus in the
business world. Today, most large corporations are setting up ESG councils not only to meet
compliance requirements but also to drive competitive advantage through well-implemented
ESG practices. As organizations strive for long-term success, it has become critical for them to
be responsible, inclusive, and ethical.

A robust Environmental, Health, and Safety (EHS) framework is a cornerstone of effective ESG
performance, yet it is often overlooked. As ESG gains prominence, new opportunities arise for
EHS professionals to contribute significantly to their organizations. However, failing to recognize
and leverage the connection between EHS and ESG can result in missed opportunities,
ultimately hindering an organization’s ability to achieve its broader sustainability goals.

The three ESG pillars represent non-financial risks and opportunities that businesses encounter
daily. Beyond the usual financial statements and reports, listed companies must now provide
ESG reporting to financial institutions and regulatory bodies, in addition to other voluntary
disclosures. Performance in these areas is crucial for assessing organizational health, and
decisions regarding equity and debt capital are increasingly influenced by ESG performance.

To comply with ESG reporting requirements, businesses must integrate ESG strategies into
their overall business plans, aligning them with the company's vision and goals. Achieving this
integration requires the following:

Leadership Commitment: Ensuring that top management is dedicated to
meeting ESG goals.

Corporate Culture: Creating an organizational culture that supports ESG
initiatives at every level.
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Supporting these initiatives requires a robust ESG tracking and monitoring strategy,
which includes:

© Clear Metrics: Establishing metrics to track performance and identify
deviations from targets.

© Trust and Accountability: Fostering an environment of transparency and
responsibility.
Effective tracking and monitoring also enable:

© Continuous Improvement: Encouraging ongoing refinement of practices
and the adoption of new technologies.

© Innovation: Promoting sustainable growth through innovative solutions.
A critical component in this integration is effective Environmental, Health, and Safety (EHS)
management. By aligning EHS practices with ESG objectives, organizations can:

©  Enhance Environmental Performance: Through effective EHS protocols,
companies can better manage environmental impacts.

© Improve Social Responsibility: Prioritizing employee health and safety
fosters a positive workplace culture and community trust.

© Strengthen Governance: Robust EHS policies contribute to better risk
management and compliance, ultimately helping achieve ESG goals.

$30 trillion up 68 percent

Global
Investment in
Sustainability

Since 2014 More investment
compared to
2004

e
Source: McKinsey’s Report Titled 5 Ways that ESG Creates Value



https://www.mckinsey.com/~/media/McKinsey/Business%20Functions/Strategy%20and%20Corporate%20Finance/Our%20Insights/Five%20ways%20that%20ESG%20creates%20value/Five-ways-that-ESG-creates-value.ashx
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ESG Reporting Benefits
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Integrating ESG with the business strategy and establishing a periodic reporting process offers
several advantages:

- Demonstrating Ongoing Commitment: Regular ESG reporting enhances the ability
to attract investors by showcasing the organization’s ethical principles, commitment to
sustainable practices, and long-term stability with responsible growth.

- Proactive Risk Management: Monitoring ESG factors aids in the proactive
identification and management of risks, protecting the company’s reputation while
conserving resources and ensuring workplace safety. This approach reduces costs
associated with incidents and fines, optimizes resources, decreases waste, and
mitigates safety risks.

- Improved Operational Efficiency: Implementing ESG best practices helps identify
areas for operational improvement, such as energy consumption, supply chain
management, and waste reduction. This not only meets ESG goals but also becomes
cost-effective and resource-efficient, enhancing profitability.

- Enhanced Employee Engagement: Focusing on workplace safety and health, a
primary ESG concern, fosters a sense of value among employees, leading to deeper
and more proactive engagement. This boosts productivity, quality, and safety,
enhancing brand reputation and aiding in attracting and retaining talent.

- Standing Out: As consumers become increasingly aware of ESG and conservation
issues, businesses that align with ESG frameworks gain a competitive edge. This
differentiation improves brand loyalty and accelerates growth.
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> Long-term Stability: ESG reporting enables businesses to identify trends, proactively
manage risks, and plan for the long term, resulting in greater stability and agility. It
allows companies to prepare for eventualities and have contingency plans to ensure
business continuity.

> Improved Compliance: Although ESG reporting is currently voluntary, integrating it
into business strategy prepares businesses for potential future mandates. This
readiness reduces risks associated with legal and financial issues and ensures a
smoother transition to mandatory compliance.

ESG strategies and focused execution will have a direct impact on:
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Employee Reduced costs Minimizes legal Drives overall Helps build a
productivity and compliance financial sustainable brand

bottlenecks performance for the long-term

Employee Wellbeing + Workplace Safety + Sustainable Processes are critical factors to
plan for.
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Top 5 ESG Frameworks

Here are some of the most important ESG frameworks:

Global Reporting Initiative (GRI)

The Sustainability Accounting
Standards Board (SASB)

The Task Force on Climate-related
Financial Disclosures (TCFD)

The International Integrated
Reporting Council (IIRC)

The Carbon Disclosure
Project (CDP)

Global Reporting Initiative (GRI): The most referenced ESG framework, GRI helps
organizations disclose the positive and negative impacts of their business on the
environment, society, and economy, along with the strategies they use to mitigate
these impacts.

- The Sustainability Accounting Standards Board (SASB): This set of standards
assists businesses in gathering and sharing ESG data, highlighting the impact on
decision-making processes and the financial implications of sustainability. In 2020,
SASB and GRI published a guide on using both standards together. While GRI
provides a broad overview, SASB offers industry-specific insights and a financial
perspective.

The Task Force on Climate-related Financial Disclosures (TCFD): This framework
focuses on managing and reporting climate risks, emphasizing their financial
implications.

The International Integrated Reporting Council (IIRC): Integrated Reporting helps
organizations illustrate the correlation between strategy, governance, and financial
performance within the social, environmental, and economic context in which they
operate. This approach facilitates sustainable decision-making and aids investors and
stakeholders in assessing organizational performance.

The Carbon Disclosure Project (CDP): An international non-profit organization,
CDP creates standards for companies to disclose information on greenhouse gas
(GHG) emissions, water use, and forestry. This information supports efforts in
decarbonization and environmental protection.
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Role of EHS in ESG Compliance

EHS Management focuses on improving employee well-being, workplace safety, and
environmental protection within businesses.

These practices encompass a variety of processes and functions that contribute to ESG's three
pillars: environmental, social, and governance.

{
\

Discover how EHS professionals can catalyze ESG performance by
delivering on certain key metrics. Find out more in this webinar:

ComplianceQuest Webinar on ESG Principles. I I" I

First, let’s understand what ESG covers:

Environmental Pillar: This pillar covers the emission of pollutants affecting air,
water, and soil. It also assesses the use of recycled versus virgin resources and how
effectively the company recycles materials instead of sending them to landfills.
Ensuring water conservation, preventing pollution, and water recycling are also part
of the environmental criteria. Additionally, the impact of the business on green cover
and local ecosystems is considered. Positive sustainability effects of the company’s
activities are recognized, providing a long-term business advantage. From a
reporting perspective, this is the most complex pillar.

Learn more about monitoring and measuring environmental impacts:
ComplianceQuest Blog on ESG Reporting Requirements. é! i!é

Social Pillar: This includes employee development and labor practices, product
safety and quality, health and safety standards of supply chain labor, and addressing
controversial sourcing issues. It also involves enabling product access to
underprivileged social groups.

Governance Pillar: This aspect focuses on protecting shareholders' rights, ensuring
board diversity, and executive compensation while maintaining the company’s
sustainability performance. Corporate culture and ethics are also integral parts of the
governance pillar.

A robust EHS management system enables businesses to achieve sustainable and responsible
practices that can positively impact ESG ratings and attract socially responsible investors.
Common concerns of EHS and ESG include:



https://www.compliancequest.com/uncategorized/5-esg-principles/?utm_source=whitepaper&utm_medium=esg_compliance&utm_campaign=alltime-whitepaper&utm_term=EHS
https://www.compliancequest.com/blog/esg-reporting-requirements/?utm_source=whitepaper&utm_medium=esg_compliance&utm_campaign=alltime-whitepaper&utm_term=EHS
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Protection of human and social capital
Materiality and risk management

Supply chain management and transparency

ESG also requires reports on areas traditionally within the EHS domain, such as:
Serious injury, illness, and fatality (SIFs)
Well-being and fitness for work

Diversity, equity, and inclusion (DEI) reporting is also a critical aspect of building a responsible
and inclusive enterprise.

Furthermore, a robust safety management system continually evolves and improves workplace
performance to ensure safety for people and the environment. This helps mitigate risks and
improve operational efficiency, workplace safety, and the quality of products and services
through better employee engagement.

As businesses strive to become ESG-ready, implementing a cloud-based EHS solution can
enhance their reporting capabilities and facilitate better adaptation to ESG frameworks.

Environmental Social Pillar Governance
Pillar Pillar
e |ess pollution e Safety of your people e FEthics
e \Water conservation e Safety of the e Transparency
. environment . .
e \Waste reduction e Data and information
and management e Responsible labour reporting
. across the supply
e Recycling M e Robust risk
° Bwldmg an management
environment-friendly
culture

Draft EHS Policies that’ll enable all three pillars, and streamline using a Next-Gen
EHS Management Solution
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How ComplianceQuest EHS can help
improve sustainability and ESG
Compliance

ComplianceQuest EHS is a cloud-based solution built on Salesforce. While it is primarily focused
on workplace safety and health, it also leverages Salesforce’s features to track other ESG
parameters, including seamless integration with Salesforce Net Zero Cloud.

Key strengths of ComplianceQuest EHS include:

- Reducing SIF: ComplianceQuest EHS enables safety leaders to track data related to
illnesses, injuries, observations, and near misses, thereby improving safety processes
and reducing serious injuries and fatalities (SIF).

- Improving Safe Behaviors with Training: Customizable safety training can be
delivered through a learning management system, continuously improving safety
behaviors in the workplace.

- Enhancing Contractor Management and Visibility: The solution provides visibility
into the supply chain, allowing safety leaders to ensure compliance with safety
regulations among partners and vendors.
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According to a Vertdantix EHS Corporate Survey, 95% of
respondents agreed that EHS software would be used to

support ESG data collection. " I

The CQ EHS solution leverages Industry 4.0 technologies
and offers the following advantages:

- Integrating Enterprise Systems for a Holistic View: The CQ EHS platform can
integrate end-to-end workflows to provide a 360-degree view of all processes,
enabling proactive identification of potential issues.

Improving Risk Management: A centralized repository of risks allows for scoring
and ranking, enabling a focus on high-priority risks, the implementation of mitigation
strategies, and overall improved risk management.


https://www.verdantix.com/insights/blogs/how-esg-initiatives-are-shifting-ehs-priorities-during-the-next-two-years
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~ Empowering Employees with Reporting Capabilities for EHS Anomalies: The
incident reporting tool allows total employee involvement. Employees can report
observations and near misses without fear of retribution. They can track the progress
of the events they have reported and know when action has been taken, boosting
their confidence in the system and enhancing engagement for greater productivity
and loyalty.

Additional Features:

® Periodic Inspections and Audits: These helps uncover potential and hidden issues.
Corrective and Preventive Actions (CAPA) and root cause analysis facilitate
continuous improvement.

© Access to Enterprise-wide Data: This enables top leaders to review and continually
improve safety management systems.

ComplianceQuest EHS can also seamlessly integrate with Salesforce Net Zero Cloud,
enhancing your ability to track and manage sustainability goals. This integration allows for
comprehensive ESG reporting and supports your journey to become ESG-ready.




Take the Next Step Towards ESG Excellence
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Empower your organization with the tools and insights needed to
achieve your ESG goals. Discover how ComplianceQuest EHS can
seamlessly integrate with Salesforce Net Zero Cloud to enhance
your sustainability and compliance efforts.

Get Started Today!

About ComplianceQuest

Transform to a fully connected business with a next-generation AAl-powered Product Lifecycle, Quality,

Safety, and Supplier Management platform, built on Salesforce. Our connected suite of solutions helps businesses
of all sizes increase quality, safety and efficiency as they bring their products from concept to customer success. Our
intelligent data-driven platform comes with best-in-class integrated processes to mitigate risks, protecting your
employees, suppliers and brand reputation, and to increase innovation, compliance, profit and customer loyalty.
ComplianceQuest is pre-validated and easy to implement, use, and maintain, allowing for streamlined
communication and collaboration across the product value chain.

For more information, or to request a demo with a ComplianceQuest expert, contact ComplianceQuest today:
e Visit www.compliancequest.com

e Email us at marketing@compliancequest.com
e Call us at 408-458-8343

© 2023 ComplianceQuest. All rights reserved. Confidential and Proprietary. Publishing of this content is not allowed without express permission from ComplianceQuest.
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https://www.compliancequest.com/?utm_source=whitepaper&utm_medium=esg_compliance&utm_campaign=alltime-whitepaper&utm_term=EHS
https://www.compliancequest.com/online-demo/?utm_source=whitepaper&utm_medium=esg_compliance&utm_campaign=alltime-whitepaper&utm_term=EHS
marketing@compliancequest.com

