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Disclaimer

The views expressed by the presenters are their own and not necessarily those of Ernst
& Young LLP or other members of the global EY organization. Moreover, they should be
seen in the context of the time they were made. These slides are for educational
purposes only and are not intended to be relied upon as accounting, tax or other
professional advice. Please refer to your advisors for specific advice.
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Introductions

\2\
/; %
|
- - - . .
o
| q
i1 WS

Ken Borngrebe Josh Nichols Shannon Roberts Charlotte Pugh
Director of Environmental Principal Environmental Principal Managing Director

LD (e nE) (e e Manager Ernst & Young LLP Ernst & Young LLP
Southern California Edison

The views expressed by the presenters are their own and not necessarily those of Ernst & Young LLP or other members of the global EY organization.
Moreover, they should be seen in the context of the time they were made. These slides are for educational purposes only and are not intended to be
relied upon as accounting, tax or other professional advice. Please refer to your advisors for specific advice.
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Journey from compliance to ESG

Fiduciary duty

Governance and sustainability

Adapted from WBSCD

ESG

Environmental, social and governance (ESG) is often used
interchangeably with the terms “sustainability” and
“corporate responsibility.” Priorities vary by company and
often include these topics.

EHS

Environment, health and safety (EHS) topics are often
characterized by regulatory requirements, but EHS and ESG
heavily overlap as depicted by the bolded text.

Environmental

Social

Governance

Climate risks

Carbon emissions

Energy efficiency

Pollution and waste management
Use of natural resources

Clean energy and technologies
Biodiversity

Using ISO management systems to reach ESG goals

e Human capital

e |labor relations and
working conditions

Diversity agenda
Employee safety
Product safety
Human rights
Child labor

Board diversity
Corruption and bribery
Anti-money laundering
Business ethics

Risk tolerance
Compensation policies
Escalation protocols




Mandatory ESG reporting is evolving around the world

i : November 2022

Corporate Sustainability
Reporting Directive (CSRD)
approval by EU Parliament
and Council of the EU

#8 narch 2022

Securities Exchange
Commission (SEC) proposes
climate-related disclosure rule.

ISSB issues Exposure Drafts for
IFRS S1 and IFRS S2 for public
consultation.

1 Timeline for large accelerated filers

2|FRS S1 = General Requirements for Disclosure of Sustainability-related Financial Information; IFRS S2 = Climate-

related Disclosures

3 Initially requires limited assurance over all sustainability disclosures. The EU commission adopts assurance standards

i: Q42023

Transposition of the T—

CSRD by Member

NEIES

for reasonable assurance of sustainability reporting by means of delegated acts no later than 1 October 2028,
following an assessment to determine if reasonable assurance is feasible for auditors and undertakings.
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Obtain Limited Assurance over
2024 Scope 1 and Scope 2, and

report 2024 Scope 3

Reporting applicable for large

©: 2026

Reporting applicable for
listed SMEs, small and non-
complex institutions, and
captive insurance
companies (reporting in
2027 on 2026 data)?

companies not subject to NFRD

i )24

SEC Report 2023 Scope 1, Scope 2
GHG emissions and all proposed
non-financial and financial
statement disclosures?

(reporting in 2026 on 2025 data)3

Obtain Reasonable
Assurance over 2026
Scope 1 and Scope 2

IFRS S1 and IFRS S22 effective date

for annual reporting periods cee,,
beginning on or after 1 January o,
2024 o

CSRD reporting applicable for
companies subject to the Non-
Financial Reporting Directive
(NFRD) (reporting in 2025 on 2024

The extent to which the ISSB standards will serve
as a global baseline will depend on country-level
adoption. The UK has already announced plans to
adopt, and several other countries, including
Australia, Brazil, Canada, Japan and South Korea,
have signaled their support by establishing local
Sustainability Standards Boards aligned closely
with the ISSB.

data)?

Using ISO management systems to reach ESG goals

it 2028

Reporting applicable for
third-country companies
(reporting in 2029 on 2028
data)3

v
I 3

SEC proposed climate-related
disclosure rule

Corporate Sustainability
Reporting Directive (CSRD)

@ International Sustainability
Standards Board (ISSB)

-
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The business value of EHS and ESG

Organizations can improve business performance through the following actions:
e Integrating sustainability and business strategy with purpose
. . . e Values and Business strategy
* Engaging with stakeholders to prioritize issues and create value Rl SR
e Linking EHS and ESG goals with relevant stakeholder and world challenges
e Establishing cross-functional teams and accountabilities to drive performance E:ztind =8
. . e gy
e Innovating to create EHS and ESG attributes of products to capture larger market share 7 N
o
Sustainable finance-
related products
Organizational
model
. . Integrate ‘
Business value drivers i
_ EHS and ESG lity
across the and EHS @
Top line organization programs d objective
N setting
5 i
Increase revenue Protect reputation SUEER AL
measures
Profit
and loss Brand vajue O .
Government 6@7 Suppliers and contractors
I
Reduce costs Mitigate risk .
mployees
Bottom line
et
Page 5 Using ISO management systems to reach ESG goals

EY




Management systems are an execution framework

People

Organizational design and
responsibilities
Competency management
Training

Contractor management

Page 6

Governance

Leadership commitment
EHS policy

Stakeholder engagement
Communication

Process

Risk management
Operational controls (e.g.,
standards, policies, standard
operating procedures, work
instructions)

Incident management
Emergency management
Work and asset management
Management of change

Management Review
Audit

Technology

EHS digital solution

Information management
Operations IT integration
Performance data management

Assurance

Using ISO management systems to reach ESG goals
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Strategic planning

Communication and reporting

Tone at the top

Consultation, cooperation and coordination
Competency development

Orientation, training and education
Resources and accountabilities

Risk assessment and registers

Defined environmental requirements
Controls, policies and procedures
Incident and non-conformity handling
Emergency preparedness and response
Measure and metrics

Information management

Monitoring and evaluation (audit)

Corrective and preventative actions (CAPAs)

EY



Benchmarking leading EHS program practices

Page 7

By aligning program improvements with core system pillars, processes can be more efficient, have clear purpose and demonstrate

effectiveness.

Leadership commitment

Strategic alignment

Systems and processes

Organizational design

Technology enablement

Cultural development

Performance
management

Continuous learning

Setting the tone at the top to drive worker engagement for EHS operational excellence and continual
improvement of the management system

Aligning EHS strategy with the company’s strategy and policies (e.g., ESG)

Integrating the EHS management system risks with process controls and driving consistency
between enterprise and business segments

Designing resources and stakeholders that support achieving objectives and compliance

Driving efficient and effective processes in operations with improved performance monitoring

Developing stakeholder education on risk recognition, mitigation and avoidance

Providing insights through leading and lagging indicators to support understanding of changing
conditions and risk, and driving toward goal achievement

Continuous learning of the organization through various mechanisms to drive organizational
improvement

Using ISO management systems to reach ESG goals
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Panel discussion

Page 8

Cycle of continuous
improvement

Using ISO management systems to reach ESG goals
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Questions



EY | Building a better working world

EY exists to build a better working world, helping 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.

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. 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.

Ernst & Young LLP is a client-serving member firm of
Ernst & Young Global Limited operating in the US.

© 2023 Ernst & Young LLP.
Il Rights Reserved.

US SEORE no: 20905-231US

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.

ey.com
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