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Defining Materiality

What does sustainability mean in business?




Materiality

In business, sustainability refers to doing business without negatively impacting the
environment, community, or society as a whole.

e Investors and other stakeholders today use ESG metrics to analyze an organization's ethical
impact and sustainability practices

e Stakeholders examine factors such as a company's carbon footprint, water usage,
community development efforts, and board diversity

e Beyond helping curb global challenges, sustainability can drive business success

A material sustainability issue is:
o An economic, environmental, or social issue on which a company has an
impact, or may be impacted by
o Significantly influences the assessments and decisions of stakeholders




Environment, Social, Governance
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Social

e Human Capital

Management
e Diversity
e Value Chain
e Society

Environment
e Climate Stability
e Natural Resources
e Waste Management
e |nnovation

Governance

Transparency
Anti-Bribery &
Corruption
Corporate
Governance

Risk Management



Practice Exercise

Example: PepsiCo relies on water to produce its products, without a consistent supply
of inexpensive water they will likely face significant business challenges.

Water scarcity is a material issue to PepsiCo's corporate and sustainability efforts.

Sales and profitability are at stake should water become scarce or economically

unavailable
e The company’s actions impact water availability

What others can you think of?




Materiality Assessment

A formal exercises aimed at engaging stakeholders to determine the importance of
specific environmental, social, and governance (ESG) issues.

Various standards and frameworks can be used as reference. The most common:

e The Sustainability Accounting Standards Board (SASB) - standard
e The Global Reporting Initiative (GRI) - standard
e Carbon Disclosure Project (CDP) - framework
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ESG Materiality Process

Key issues, relevant stakeholders, business

drivers
O /‘ IDENTIFY KEY POINTS Reporting frameworks/standards
Repeat process regularly
O 2 COLLECT DATA FROM Third party perspective
STAKEHOLDERS Adds credibility to the process

Often determined through a matrix
Transformed into a quantitative score

O 3 MAP & PRIORITIZE

Align issues with management and business

O 4 ALIGN vision

Present matrix of issues

Key Performance Indicators (KPIs)

O 5 DEVELOP STRATEGY Action plan

Revisit materiality matrix every two years (rec.)

Disclosure information to report on progress
O6 REPORT ° port on prog

Action plan




GHG Inventory

Greenhouse Gas Inventory - compilation of emission sources and the associated
quantity of GHG emissions emitted.

Emissions sources can account for all sever recognized GHGs per the Kyoto Protocol,
but all final emission values are quantifies in metric tons of CO2 equivalent

Emissions separated into three categories of reporting.

Scope 1 Scope 2 Scope 3
(Direct) (Indirect & Owned) (Indirect & Not Owned)
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Determining ESG KPlIs
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Specific Measureable Achievable Relevant Time-Frame
What exactly is an Can you physically Are your KPIs Do our KPIs reflect When should KPIs
indicator of track your KPI? realistic? the overall goals & be met?
success? values of the
business?

Think about the PepsiCo example with water.




Water

Examples

Improve water quality compliance
rate for discharge to 95%.

Decrease water loss percentage
and water usage 50% by 2035

Install a water treatment system to

ensure safe discharge wastewater.

Waste

Examples

Achieve 60% landfill diversion rate
by 2035.

Reduce our per capita waste
generation 50% by 2030.

Adopt and invest in advanced
recycling technologies.

Biodiversity &
Ecological

Examples:

Achieve net positive effect on
biodiversity by 2030

Environmental Return target of 5
million hectares of tropical forest
protected or restored.

Spacial management and operational
policies in place to protect marine
species and IUCN red-listed habitat

Other Environmental KPIs



Common Greenwashing
& Term Misuse




Greenwashing

Most common:

e Investing in Carbon Offsets to compensate emissions for which low-carbon
alternatives exist

e Contradicting terms (sustainable consumption, clean coal, etc.)

e Making the product packaging green

How to avoid:

Set realistic targets

Focus on substantive actions
Provide verifiable evidence

Be transparent about limitations




100% of K-Cup* Pods are Recyclable:

Since the end of 2020, 100% of Keurig” K-Cup” pods have been recyclable, All of our K-Cup’ pods are made
from recyclable polypropylene (#5 plastic) which is used in a variety of common household products like butter
tubs and yogurt containers. Polypropylene is widely accepted in curbside recycling across North America,
although not all recycling facilities that accept polypropylene necessarily accept K-Cup’ pods.

Each recycling facility differs (in foct, there are currently over 20,000 different recycling systems in the U5},
50 it's important to confirm you can recycle pods in your community. You can check your city's waste
mancgement website or sites like BeRecycled.org to see a list of accepted materials.

*Check locally - not recycled in many communities.



po AL FAIRTRADE

S

)

v

crueltyfree

Earth Friendly




Questions?




Sources




