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What do we mean by ESG?

} Environmental

} Social

>

Governance

How a company impacts, and is
impacted by, the environment

» Planetary footprint

» Resilience to climate change

» Nature and biodiversity

» Greenhouse Gas (GHG) emissions
» Renewable energy

» Land use

» Resource consumption

» Pollution and waste

Your suppliers
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A company's relationship and influence on
society

» Prosperity and resilience

» Diversity and inclusion

» Human rights

» Indigenous rights

» Employee health, safety and wellbeing
» Consumer health

» Just transition

» Employee benefits and labor standards
» Stakeholder relationships

Leading ESG integration applies across the value chain

The fundamental principles governing a
responsible, ethical and transparent
business model

>

>

>

>

Ethics and business conduct
Culture

Tax

Transparency

Legal compliance
Accountability

Management systems

Board governance

Remuneration

Your customers



ESG has evolved to become essential to business strategy

1990s 2000s Today

Rise of multilateralism and the global Suppressed by global shocks ESG is essential to business,
h sustainable development agenda and the global financial crisis central to strategy, a fiduciary
° ° ® duty and a driver of

global capital.

Importance to stakeholders

\ 4

TIME
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The different consumer types are becoming more alike in size, but
the biggest group continues to focus on affordability

Affordability first Planet first Experience first Health first Society first
Financially concerned More mindful consumption  Financially & socially optimistic Focused on health and safety Owning fewer, better things
Saving, not spending Favoring local products Living for the moment Less concerned to actually get sick Believing together is better

Price comes before planet Expecting transparency Looking for personal benefit (Price) conscious consumption Expecting long-term life changes
October 2020 October 2022

Source: EY Knowledge analysis, EY Future Consumer Index (2020 covered 20 countries globally, 2022 27 countries) e
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ESG is increasingly central to stakeholder expectations

4

4

Government and regulators

Debt and equity

} Employees

Increasing policy and regulation >

Reqgulatory encouragement to adopt
nonfinancial reporting frameworks >

Demand for sound governance >

COP26.and.other global agreements

Capital markets are transforming
toward values-based investments

Investors de-risking their investments

Rise in responsible investment
Increasing benefits in ESG-linked debt

» Sustainability increasingly core to workforce
culture

» Growing millennial workforce with strong values

)

Civil society and consumers

Suppliers and customers

- Future generations

Heightened focus on the 4
environmental and social impact

of businesses and corporations

Consumers aligning with brands

with strong sustainability performance

Community a part of the conversation through
social media and activism
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Increasing supply chain policy and regulation for
ethical and responsible practices, e.g., Modern
Slavery Act

Customers demanding value chain sustainability
and transparency, e.g., Scope 3 emissions

» Upholding the principle of intergenerational
equity and protecting the planet for future
generations

» Notable increase in children protesting for
environmental causes
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The business benefits of ESG integration

*Risk >»Efficiency and
reduction optimization
>»Customer >»Talent and
preference productivity

»Debt and
equity benefits

»Competitive
advantage

%\






Case study: Patagonia

m Ranked first for reputation in
2023 poll amongst top US-
recognized companies'

1 Axios, The 2023 Axios Harris Poll 100 reputation rankings, 2023.

2 Jamie Drawbridge, Going Off Course: A Case Study on the Marketing Strategy of
Patagonia, 2018.

Circularity

and community

Their website not only promotes
responsibility in their own products,
but also provides a platform for re-
use items, locating nearby
environmental groups, and
informative articles.

Anti-consumerism

Patagonia launched a 2011 Black
Friday ad that encouraged people
not to buy Patagonia clothing or
anything else they don't need?.
Despite the plea, Patagonia sales did
not falter and the retail powerhouse
has gone on to donate 100% of Black
Friday sales since 2016.

Consumer confidence of
good decision-making

Brand exposure and
reputation-building with
environmental & social
groups of various sectors

Patagonia is an
investment — an
innovative image, durable
image justifies higher
price points
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Consumer's appetite

Although practicality and quality
remains the top concerns for

consumers in Hong Kong, 7 1% of
consumers are aware of
Sustainable Development Goals'.

Hong Kong consumers’ top considerations
for corporate sustainability?!

Production-related pollution

Eco-friendly materials

Recyclable raw materials

1 Second-year Survey on Consumer Perceptions of Sustainable Fashion in Hong Kong and Macau, UNIQLO and
Hong Kong Polytechnic University’s School of Fashion and Textile, 2023.

In China Mainland, 42.3% of consumers have

developed strong awareness for sustainable
consumption®.

49.03% hope low-carbon consumption
penetrates various areas of life’

42.66% hope low-carbon consumption and
lifestyle becomes a consensus’

41.88% hope to see more low-carbon products
and service choices available’

2 2023 FFE B ITES T K 5578, 2023.
3 2022 1 [H ATFFEL AR 2 R &1, 2022.



Case study: Vitasoy

m Ranked 27th in Corporate
Knights' 2023 Global 100 Most
Sustainable Corporations:

1 Corporate Knights, 2023 Global 100 Ranking Table, 2023.

2 Vitasoy International Holdings Ltd, Vitasoy Announces its Business Results for
FY2022/2023, 2023.

Plant-based origins

Vitasoy's 2022 "Planting Goodness Everyday"
campaign leverages on the company’s long-
standing heritage with shifting consumer
preferences for plant-based alternatives. HK's
operating profit grew 11% in FY22-23 from the
previous year.?2

Aligning people

and planet health

Vitasoy emphasizes both the benefits of their
products from a nutritional and environmental

perspective, using plant resources less carbon-

intensive than its animal-based counterparts

Recycling/Upcycling network

Vitasoy provides hundreds of carton and PET
bottle collection points made of upcycled

cartons across Hong Kong to increase access to
recycling, easing transitional behaviour of waste

disposal.

Reliable and relevant
product impression

New campaign platform
to expand product line
and ensure business
continuity

Ensure consistent
demand by increasing
consumer confidence

of making beneficial
purchases

Brand exposure and
showcase of proactive
integration of

sustainability

g
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Slowood

» Zero-waste store
» Carbon-neutral delivery with EcoCart

» Stocks food & lifestyle products from
eco-friendly brands

Green Common

» Plant-based retail and dining outlet
» F&B arm of social venture Green Monday

» Partners with institutions to promote
plant-based offerings in menus

Ecobricks

» Concrete brick producer from
upcycled type 1-7 plastic, replacing
natural aggregate

» Maintains global industry standards

Hong Kong-based SMEs/startups with a focus on sustainability
branding

GreenPrice

» Retail chain for short-dated groceries
and cosmetics

» Sells food at discounted prices while
preventing food waste

Ampd Energy

» All-electric battery energy storage
system to replace diesel generators

» Includes an evaluation and proposal
process for smooth deployment

Lane Eight

» Sustainable footwear brand

» Partners with material developers to
create eco-friendly, fully vegan
products
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What

Maturity
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Leading ‘

Advanced ‘

Established |
Developing ‘

Basic ‘

Sustainable development
central to strategy and
narrative and embedded
across the value chain.

Integrate ESG into core
business strategy and
operations.

Meet stakeholder
expectations with
recognized initiatives
and products.

Adopt a policy-based,
compliance approach
as a cost of doing
business.

Limited understanding of
ESG risks, impacts and no
integration of ESG into
strategy.

does it take to lead?

Businesses create new markets and work across the
value chain to regenerate the environment and create
positive social impact as a core outcome of doing
business.

Businesses anchor their strategy to a clear and
compelling purpose, with a focus on delivering long-
term value across stakeholders with some value chain
integration.

Businesses design and implement ESG strategies
to meet the expectations of key stakeholders.

Businesses integrate minimal ESG requirements in
order to meet regulatory demands.

Businesses may continue to leak value through
harmful practices and limited mitigation, with no
alignment to global or societal causes.

Key questions to consider

How does the purpose and strategy of your
business align with planetary limits and the
needs of society?

Has your organization identified and
assessed the environmental and social risks
and opportunities across its business lifecycle
and value chain?

°
Are you making business decisions and
allocating capital based on financial and
nonfinancial, social and environmental
criteria?

L J
Do you have the governance structure and
culture required to generate financial and
nonfinancial value as an organization?

L J

o
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Example of roadmap in ESG and sustainability for consumer goods
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Understand

ESG
maturity
assessment

Packaging
options
analysis

Assess

ESG scoping
assessment

Materiality
assessment

Supply
chain ESG
risk
assessment

ESG
framework

Sustainability
strategy

Circular
strategy

Implement

Board
training
in ESG

Human
rights
training

Engage
.

&

Sustainability
report

Sustainability
assurance
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Example of a five-year roadmap for a clothing brand
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Milestones Milestones Milestones Milestones Milestones
Requirements on labor standard are
outlined and communicated. Suppliers’
declarations are obtained.
Certification-to-pursuit is Required origin
identified and included in information are obtained.
assessment criteria.
Top five suppliers possessed at
least one external certification.
Required origin Required origin
information from all Tier 1 @ information from all Tier 2
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. Upcycling program
10% of all materials sourced @ ispesxcabli%hped.g
are recycled materials.
o | Emissionf fthOFT-____f _____________________ Emissions_from waste
- missions from employee ransportation o and purchase of goods
@ grcgpr)r?egsaunrgdz EmISSIoNS @ commuting and business @ distribution of @ are measured.
travel are measured. goods are measured.

Carbon reduction
target on waste and
purchase of goods
is set.

Carbon reduction
initiatives on waste

el7

Chemical policy a
system are estab

Restricted s

list is develo

nd identification

ished.

ubstance
ped.

Limits of us
monitoring

age and
system are set.

pusiness travel a

Research o
is conducte

Particular ¢

n alternative
d.

oncerned
re disclosed.

chemicals &

re implemented.

goods are Imple

Phase-
undesir
is deve

Details for

mented.

out plan of
ed chemicals
oped.

full disclosure of

chemical a

re ready.

and-purchase of goods
are implemented.

EY:



Tips for serving the “Planet first” consumer

> Establish along the value chain and report
Impact to encourage consumer loyalty.

> Invest in developing that reduce
packaging use and in product development, including platforms that
support reselling.

»Don't lose sight of the fact that these consumers still want to keep up
with fashions and other trends and

EY:x



Thank you

If you have any questions, do not hesitate to let us know!

Mr Albert Lee Ms Phoebe Chan
Email: albert.wk.lee@hk.ey.com Email: phoebe.nc.chan1®@hk.ey.com
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EY | Building a better working world

EY exists to build a better working world, helping
to create long-term value for clients, people and
society and build trust in the capital markets.

Enabled by data and technology, diverse EY
teams in over 150 countries provide trust
through assurance and help clients grow,
transform and operate.

Working across assurance, consulting, law,
strategy, tax and transactions, EY teams ask
better questions to find new answers for the
complex issues facing our world today.

Follow us on WeChat
Scan the QR code and stay up-to-date with
the latest EY news.

EY refers to the global organization, and may refer to one or more, of
the member firms of Ernst & Young Global Limited, each of which is a
separate legal entity. Ernst & Young Global Limited, a UK company
limited by guarantee, does not provide services to clients, nor does it
own or control any member firm or act as the headquarters of any
member firm. Information about how EY collects and uses personal
data and a description of the rights individuals have under data
protection legislation are available via ey.com/privacy. EY member
firms do not practice law where prohibited by local laws. For more
information about our organization, please visit ey.com.

© 2023 Ernst & Young, China.
All Rights Reserved.

APAC no. 03018127
ED None

This material has been prepared for general informational purposes only and is
not intended to be relied upon as accounting, tax, legal or other professional
advice. Please refer to your advisors for specific advice.

The views of the third parties set out in this publication are not necessarily the
views of the global EY organization or its member firms. Moreover, they should be
seen in the context of the time they were made.

ey.com/china



