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Welcome

This presentation will be recorded and all who registered will receive a follow-up email containing a link to
the presentation within a week.

Participants can ask questions throughout the presentation using the WebEXx chat function and they will
be answered during the last 15 minutes of the webinar in the order that they were received.
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What is ERM CVS?

Within ERM Group, we are a Global Specialty Business offering independent auditing and
assurance services.

Our Global Services include:

Certification Assurance / Verification

= |SO 14001 = Sustainability/CR = SME and Internal Audit
(Environment) Reporting training

= OHSAS 18001 (H&S) * GHG/EHS Data = Lead Assessor training

= SEMS Il (Gulf offshore Verification (1SO)
0&G) = Low carbon/carbon = Supporting ERM on

= 1SO 50001 (Energy neutral operations/ advisory work where no
Management) services/products conflict of interest

= 1SO 20121 (Events) " Efgll\icégggt(;’n'\é';%cc

= AWS (Water) and VCS

= ASI (Aluminum) (pilot) = Other GHG Reporting

(EU ETS, Canada BC)
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Presentation Overview

e What is assurance and why does it matter?
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What Is assurance?




What Is assurance?

‘Assurance’ is a broad concept — a 3-way relationship that provides confidence to third parties about the actions or claims of another party. It includes
management systems certification, data verification, report assurance, supply chain auditing, internal audit reports etc.

This Webinar focuses on one type - assurance on public reporting — where the assurance provider increases the confidence the user has in information
supplied by the reporter.

O Assurance

Communities, :
provider

NGOs

Employee
contractors

Investors, credit
prowders

Reporter

Customers
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Why does it matter?

ROBeCOSAM@

We are Sustainability Investing.

SN'CDP

DISCLOSURE INSIGHT ACTION

o

Managing
Business Risk

Investor
Confidence

Stakeholder

*. . o . °
............... The .
Economist

Dirty secrets
of the car igdustry

Brand
Reputation

EWe're renewing our
ommitment to you

WEL LS FARGO https://shop.economist.com/
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Assurance process




Assurance Process Overview
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Plan & Design

= Communication
Plan

= Confirmation of
representative
sample size

Enquire &
Investigate

Understand
operations,
sustainability
strategy, reporting
methodology
Review materiality
process /
stakeholder
engagement
Request data

03

Collect & Review
Evidence

Review initial draft
of report for
completeness
Analytical review
of data

Conduct site visits
Identify material
assertions in next
draft of report and
collect evidence
for key claims

04

Evaluate

Obtain responses
to questions
posed in Stage 3
Review
conformance with
reporting criteria
Review report for
requested
changes
Approve Final
draft report

05

Process for Whole Report Assurance (summary)

Re

port

Compile
Assurance
Statement (s)
Request
management
representation
letter

Review report pdf
prior to publication
Compile draft and
final management
report

Present findings
to management

www.erm.com
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Current assurance
landscape, latest
developments and trends




Uncertain Landscape

Customer trust; brand credibility; stakeholder concerns; investor demands; new regulations

U.S. 2017 Billion-Dollar Weather and Climate Disasters @

Minnesota Hail Storm and
Upper Midwest Severe Weather
June 9-16

North Dakota, South

Dakota, and 5
Montana Drought ~ /
Spring-Fall 2017
Western Wildfires '-—’—’—“0

Summer—Fall

Midwest Tomado Outbreak
is March 6-8

2017 Central/Southeast
Tormado Outbreak
February 28-March 1
7
California Flooding 2y Missouri and Arkansas
February 8-22 5 Flooding and Central
7 " Severe Weather
Colorado Hail Storm " > April 25-May 7
and Central 4 Lz /
Severe Weather 4 2 Southeast Freeze
May 8-11 5 March 14-16
> S Souther Tomado
\ Outbreak and
o> \ iy Western Storms
Yy Midwest Severe Weather 5 Hurmcane Harvey January 20-22
& June 27-29 August 25-31 ’
-
South/Southeast Severe Weather  Hurricane Irma J ’ H“M gwe
March 26-28 September 6-12 = i

s 2 “S e 20 - 168 MILLION
. " & children-aged 5-17
are trapped.in

LD LABOR

Source: noaa.gov

UNEQUAL PAY

Source: verdict.co.uk
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Increasing Pressure from Investor Community and
Government Regulations

Trust & Financial Sustainability & Investor-grade Compliance

Access Risk Data Burden
Reporting reliable Mounting pressure from  Risks associated with 40 countries require GHG
strategic sustainability investors to disclose climate change are reporting. 35 countries
information can positively performance and driving demands for plus 20 states/cities have
impact shareholder trust  approach to risk ‘investor-grade’ data on carbon taxes or trading
and access to finance management (e.g. TCFD) GHG emissions. schemes.

WWW.erm.com ERM Webinar: Maximizing the Value of Assurance 15



Reporting & Assurance Landscape —
Developments Since 1990

Reporting

Assurance

1995 2000 2005

v

v

EHS
1995-2005

[ [ |
2010 2015 Present

= 2000-

v

Pzl 3 Sustainability / CSR Reporting

v

_* ‘Combined’ Reporting

2010-

! Integrated Reporting
== 2016-

Corporate Goals

Sections of Combined / Integrated Reports

EHS / GHG Data

Environmental Data Whole Report Assurance

’ www.erm.com
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Reporting Guidelines, Standards and Commitments
Driving Assurance

THE INTERNATIONAL
<IR> FRAMEWORK

@ Bevitoment GLIALS

European
Cormmission
——

" e q wirieca —aR1 5
Y 5 GREENHOUSE
Z & ol GAS PROTOCOL

sustainability reporting

Final Report

Recommendations of
the Task Force

on Climate-related
Financial Disclosures ' )
S @munmn
Ik PRINCIPLES
Q

ICMM

International Council
on Mining & Metals

nited Nations
lobal Compact

Acce PR splavcs

WwWw.erm.com ERM Webinar: Maximizing the Value of Assurance
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http://www.theiirc.org/wp-content/uploads/2013/12/13-12-08-THE-INTERNATIONAL-IR-FRAMEWORK-2-1.pdf
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRw&url=http://www.business-biodiversity.eu/default.asp?Menue%3D155%26News%3D1415&ei=92b1VP2eO6TC7gao7oBA&bvm=bv.87269000,d.ZGU&psig=AFQjCNG75X7bImNV5ahJBeG8EB8xVAW3VQ&ust=1425455217456865
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRw&url=http://www.contextsustainability.com/tag/sustainability-communicatons/page/2/&ei=mWf1VKjeI8fa7Abau4HgDg&psig=AFQjCNGG9kJ94msdthryQwhrlRQfrEWjIg&ust=1425455366619113

Emerging Assurance Drivers

Ettomen G .
B EREIE]  UN Sustainable Developed Goals (SDGs)
&) c [ielo More companies are using the SDGs to inform strategy and materiality assessments

New Sector Developments
e.g. Aluminum (ASI), Mining (ICMM) Cement (CSI), WBCSD release of Chemical
Sector SDG roadmap

Climate Change-related Developments
» Science-based targets
» TCFD: Taskforce on carbon-related financial disclosures
» Endorsed by S&P, Moody’s, SEC, AXA, Blackrock, etc.
= CDP 2018 includes TCFD reporting section (also DJSI, PRI etc.)
» |ncreasing use of Climate change / GHG performance in C-suite remuneration

While assurance is not mandatory (ICMM is exception), it is recommended by many bodies
such as GRI, WBCSD, PRI, etc.

WwWw.erm.com ERM Webinar: Maximizing the Value of Assurance
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Scoping an assurance
engagement around
material topics




What to Assure?

» Focus assurance on material topics e.g. climate change,
water, communities, human rights, supply chain, etc.

= Align with strategic objectives

= Consult internal and external stakeholders

= Don’t assure what is ‘easy’ but where assurance will
increase trust

GRI Report Content Principles

Stakeholder Inclusiveness

Sustainability Context

Materiality

Completeness

SEC’s SAB 99: ‘...consider quantitative and
qualitative factors’. So materiality determination is
not limited to financial (quantitative) information. A
matter is material if it is substantially likely that
the information will affect decisions of a
reasonable person.

WwWw.erm.com ERM Webinar: Maximizing the Value of Assurance
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Climate-related Data

O CO¢C

GHG Scope 1 and Scope 2

Location and market-based emissions

GHG Scope 3

Select from 15 categories covering value
chain

Low Carbon / Carbon Neutral

» Operational Sites (e.g. J&J Helsingborg)
» Products: BP PTA (Belgium, USA, China)
= Services: Air BP (fuel delivery), Shell B2B
= Events

Offsetting vs. Reduction
PAS2060
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J&J Helsingborg, Sweden: A high standard for reduced carbon emissions

Shell launches sustainable solution at National Sustainability
Congress — Customers can offset CO2 emissions

Nov 9, 2017

Shell has launched a new service ....enabling business customers
to offset the CO2 emissions of their automobile usage. Accenture
Netherlands is the first customer to use this new service
https://www.youtube.com/watch?v=Y_dnell4Xjc

www.erm.com
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8.4% of Sales $295.7 Million  Our Products

Spent on R&D in Net Income FLAVORS

Beverages
& o =
Savory

Sweet

7,300 $3.4 Billion

Employees Worldwide in Net Sales

ARAR e

OTHER

Cosmetic Actives

FRAGRANCES
Fabric Care
Fine Fragrance

Fragrance Ingredients

Home Care
Personal Wash
Hair Care
Toiletries

Percentage of 2017 Sales

162

Countries in which

15%

IFF's Customers’
Products Are Sold

Greater Asia
Il North America
B Europe, Africa. Middie East

Latin America

Whole Report Assurance — IFF Overview

With increasing maturity in our sustainability
program has come increasing public recognition...

2010

2014

2018

Published Achieved Listed on
first COP FTSE4Good
sustainability Leadership

Index Series

report Index

2011

2016

Began )
e Euroned
assurance of Vineo Ua 50
sustainability g e

report

WwWw.erm.com ERM Webinar: Maximizing the Value of Assurance
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Whole Report Assurance — Benefits to IFF

o

On-the-ground information
on our data management

« Eases approval process for
sustainability report & other
surveys & disclosures

« Commitment to continuous
Improvement

o

Stakeholders increasingly
requesting 3" party
assurance

Reputation: Assurance as a
best practice

Confidence in our data

www.erm.com
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Long Term Goal Assurance

2017 Health
for Humanity
Report

Progress in Citizenship & Sustainability

Gohmron-ohmon

www.erm.com ERM Webinar: Maximizing the Value of Assurance
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1996

First report on
environmental

progress

2010

= Set 2015 Healthy Future

goals

» First on-line PDF Report
= GHG verification from 2011

J&J Assurance Journey — 1996 to Present

2017 Health
for Humanity
Report

2002

First annual sustainability

report

2016
Health for Humanity Report
First time published as an

interactive microsite

First year of reporting and
assurance on progress against

2020 Goals

2015
» Citizenship & Sustainability Report

Future 2015 goals
goals

» External assurance on reported
performance from 2014

» Final performance against the Healthy

» Developed Health for Humanity 2020

2017

 First year of reporting and assurance on
SDG goals in Health for Humanity Report

» Continuation of reporting and assurance
against Health for Humanity 2020 goals

 First year of reporting and assurance on
a carbon dioxide neutral claim for a
facility

www.erm.com
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Considerations When Assuring Long-term Goals

Knowing material issues and/or knowing where
you have impact on global issues

(SDGs)
ASSURANCE OF LONG Writing SMART goals
TERM GOALS REQU'RES Avoiding ‘fluffy’ language
FORESIGHT

Clearly defining all assumptions/
estimations and their basis

ldentifying and acknowledging
the measurement limitations of
global impact goals and publically
sharing these limitations

WwWw.erm.com ERM Webinar: Maximizing the Value of Assurance



J&J Assurance Against Long-term Goals (Sample)

About

Message from

Alex Gorsky

Year In Brief

Sustainability
Approach

Progress on
Commitments

Better Health
for All

Innovation

Our People

Environmental
Health

Responsible
Business
Practice

Appendix

References

2017 Health for Humanity Report 16 2017 Health for Humanity Report 22

Progress on Commitments UN Sustainable Development Goals Commitments

About UN SDG Progress Scorecard 2017

H 2 Message from
Health for Humanlty 2020 Goals Alex Gorsky The United Nations Sustainable Development Geals (SDGs) are a global framework for progress toward a more
At Johnson & Johnson, we aspire to profoundly change the trajectory of health for humanity. Our Health for sustainable future. In trying to determine the unique impact Johnson & Johnson would contribute to the global
Humanity 2020 Goals, underpinned by 16 targets, focus our citizenship and sustainability efforts where we Year In Brief community to create a healthier, more equitable world, we developed a clear, pragmatic process to create
believe Johnson & Johnson can achieve the greatest impact. The goals underscore and reflect our long-term a commitment to accelerate the SDGs that refiects our unique constellation of strengths. The Company’s
commitment to delivering sustainable social, environmental and economic change across our Company and Sustainability commitm.em is focused in five areas in which Johnson & Johnson is posh_\'oned 1o create sustainable and
extended value chain by leveraging the power of our people, expertise, and global partnerships. Approach scalable impact: health workforce, women's and children’s health, essential surgery, global disease challenges,

and environmental health.
Achieving our 2020 Goals is integral to Johnson & Johnson’s long-term success. We consider them to be

: onneon - ono” ) P
the Key Performance Indicators of our citizenship and sustainability approach and have processes in place rogress an

We aim to mobilize and inspire employees, consumers, cemmunities, and our global network to improve health

to measure and track progress. We report out on our progress annually, including independent review and Commitments globally. While we aim to achieve outcomes in all of the Company’s work, the identified targets for the SDG

assurance of our progress and associated data. commitment are refiective of the Company’s reach — individuals whose lives may benefit from our combined
Better Health efforts with our partners. To that end, we developed a measurement reporting framework that involves the

Following is our Scorecard that provides an update on progress we have made to-date against our 2020 Goals. for All annual tracking of progress towards focus area targets, ensuring accountability of our work. The Company’s

SDG commitment focuses on SDGs 3, 5 and 17. Learn more here.
Innovation

Goal Our People
PR . . . o . Aspirati
Develop and deliver ve, lifech | to add the world’s major health challenges. spiration
Envi tal
g Health Workforce:
Target Progress against 2020 Targets (Cumulative) Notable Status A world where the current and future healthcare workforce has the necessary competencies to deliver high-quality healthcare.
Expand the database documenting the - Continued enrolling patients from South Korea On Track Responsible - N
effectiveness, efficacy and safety profile of in Johnson & Johnson multi-country registry Business car Target rogress o Notable Status
bedaquiline’s (SIRTURO) through collaborative X i Pra: (2016 - 2020) (first year of reporting includes 2016 & 2017 numbers)
! - Submitted Data Sharing Agreement to the
efforts to further increase access. P h
Institutional Review Board of the Government
of South Africa for approval to integrate patient Appendix 650,000 health workers will have received training 165,000 healthcare providers (25% of overall goal Recipients of leadership training, skills training, In Progress
data from the South African national database to to better deliver quality healthcare. achieved) and education programs focused on health
Johnson &Johnson multi-country registry. workforce development — including:
References China Neonatal Resuscitation Program,
Collaborate on Phase 3 trials and make regulatory In collaboration with ViiV Healthcare, completed On Track NurseConnect, mothers2mothers, North Star
submissions for rilpivirine LA, the first all-injectable  recruitment into Phase 3 clinical ials of the all- Alliance, Bridge to Employment, and Management
depot regimen for HIV. injectable regimen (cabotegavir LA from Development Institute.

ViV Healthcare and EDURANT [rilpivirine] LA

from Janssen). Learn more

‘J&J feels that the value of assurance is manifold. By leveraging industry-standard protocols and guidelines,
external assurance provides an independent assessment of progress against company sustainability goals
and commitments. Also, external assurance of environment, social and governance information provides
the highest form of confidence that the reported information is reliable and relevant, offering investor-grade
data around non-financial measures. Externally assured non-financial measures, when paired with financial
measures, offer the stakeholder a full picture of a company’s commitment to long-term value creation.”

www.erm.com
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Key elements to achieve
desired outcomes and
Increased value




Consider Maturity of Reporting

Immature

Improving

Leader

Early stage of sustainability management
(and reporting)

More mature management approach, already
reporting but want to improve quality

Strategic business approach to sustainability;
longer term goals and mature reporting

Review reporting guidance / KPI definitions
Readiness assessment (pre-assurance) on systems and processes
Option for (limited) assurance on selected data/disclosures

Limited assurance on disclosures (data/management approach) for
material topics, GRI Standards (in accordance)

Assurance on performance for strategic goals/targets
Mix of reasonable/limited assurance on material disclosures

www.erm.com
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Readiness, Pre-Assurance and Assurance

Readiness Assessment

Pre-assurance
Assurance

Objective: Objectives:

Improve reportin T
prc?cesses I(Jand gata " Useassurance 'CI')obJ ?gtl'\élze ternal and
quality) including process (stages 1-4) 'nteprna\llllconf?(dence in
definitions, data collection and quality of report. Sgr?gremani:sg (())rs a,rﬁ;’e
& consolidation, QA/QC = Possibility to ‘convert’ Ee ort
process to limited assurance port.

(stage 5) if results

allow
Output: Output:
Report to management Output: ISntdependent AEEILTENNTE

atement and a detailed

Report to management
(and limited Assurance
Statement).

© &) ©

report to management

WwWw.erm.com ERM Webinar: Maximizing the Value of Assurance
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Use Available Guidance

WBCSD Value of Assurance Project Phase 1, Publication Feb 2016
Phase 2 underway, expected report end 2018

GRI (G4), Publication 2013

business solutions for a sustalnable world

The WBCSD Assurance Maturity Model

Assurance

Compliance Performance Competitive Edge
Responding to requirements, Enhancing internal Strategically differentiating
market mechanisms, pressure ~ control, data collection by enhancing transparency
and expectations. and performance. and reliability.

_

Desired Outcome of Assurance
+

) Stage 1: Stage 2: Stage 3:
Generating Value from External
Assurance of Sustainability Reporting
February 2016
]
i <
igrwbcesd s
= '
a
a
< | Data Materiality Balance & Integration
G | Receiving limited Receiving limited and /or Receiving limited and/or reasonable
& | assurance on a few KPIs. reasonable assurance on assurance that the full report meets
S material disclosures and generally accepted principles,
&2 possibly process. including balance and materiality.
¥

Value of assurance

\ Global
@ Reporting The external assurance of

Initiative~  \,stainability reporting

Introduction

What is independent assurance of sustainability reporting?
2.1 Why assure?

2.2 What does the assurance engagement process look like?

2.3 What is the outcome of the process?

2.4 Who assures?

2.5 How and what to assure?

2.6 Which assurance standard?

The GRI Reporting Guidelines - G4 - and external assurance
Glossary

Further reading

Annex - Assurance check list

WwWw.erm.com ERM Webinar: Maximizing the Value of Assurance
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Scoping Assurance to Add Value

Consideration

» Raise awareness: sustainability Use
strategy, goals; report quality Operationg|

» |dentify weaknesses: site visits to:
data/QA/QC '

» Improve consistent reporting
across operations

Consideration

= Scope, reporting criteria, level of
assurance, assurance standards RFPs
= Assurance Statement and a
Management Report
= Statement: ‘long form’ with
activities/observations increases

external credibility
|

= Can result in: ‘Rubbish in/out’
= Does not give comfort that
disclosures are ‘fairly stated’

= May not identify errors at site
level

= Can lead to material errors in
corporate report

Assurance on
Corporate
consolidation
only:

Visiting heaq
office only:

www.erm.com
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No/limited QA/QC

Result:
Possible errors in the
report not corrected by
the organization itself

Poor reporting
guidelines and
definitions.

Result:
Inconsistent reporting
leads to errors in the

report

Limited senior
management review
and governance.

Result:
No high level
‘ownership’

Reporting ‘rules’ not
formalized

Result:
Frequent re-statement
of goals, baselines &
prior year data

How Assurance Findings Add Value

Consolidation
principle not formally
defined

Result:
Inconsistent data across
the business

No explanation of
trends

Result:
Users do not see links
to strategic objectives

www.erm.com
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Benefits of Independent Assurance

External credibility and i More reliable Reports and
trust Vv Accounts

Sustainability ranking Risk management

scores

Reputation management / Performance improvement

WwWw.erm.com ERM Webinar: Maximizing the Value of Assurance
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S

Digital transformation
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Climate change
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Valuing
Supply Chain

Climate- o
Corporate Maximizing .
related Impacts on the the Value of SN
Financial Environment SR Disclosure Engagement
Trends (Sept) (Nov)

and Society (today)

(May)

Disclosures
(March)
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ERM’s Next Webinar in this Series

Emerging Disclosure Trends
September 20, 2018 at 1pm (EDT)

Summary of the latest trends in sustainability disclosures (public reports and websites) based on a review of the latest round of materials and updates released
by leading companies by the end of Summer 2018.

Speakers include:

James Margolis Jennifer Eastes

ERM ERM
Partner Senior Consultant

www.erm.com ERM Webinar: Maximizing the Value of Assurance 36
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ERM Sustainability Report 2018

WITH THE ERM

Better business. Helping our clients balance the tension : Foundation
between societal responsibilities and commercial demands.

Delivering impact Supporting global
= . through our work sustainable development
Meg atrend S with clients for 20+ years

We see our clients responding to the impacts from four key megatrends:

CLIMATE CHANGE DIGITAL TRANSFORMATION
e = == EL e

ERM'’s contribution
to the SDGs
Improving performance

within ERM and We are cr:aatlng-a suslalngblg futurg with
the world’s leading organizations=in turn,
contributing to the SDGs.

@ Sevtiomen GIALS

our supply chain

EMERGING MIDDLE CLASS
e

Click here to view our online
Sustainability Report 2018
ERM Foundation Annual Review 2018

Wwww.erm.com ERM Webinar: Maximizing the Value of Assurance 38
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Beth Wyke Jennifer lansen-Rogers
Th an k yo U ERM CVS ERM CVS

Corporate Assurance Lead Head of Report Assurance
Beth.Wyke@ermcvs.com Jennifer.lansenRogers@ermcvs.com
+1 (215) 205-5450 +44 (203) 206-5550

The business of sustainability
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Process for Whole Report Assurance

Pl

an & Design

Kick-off meetings
Detailed project
plan

Site selection and
audit type (site/
virtual),

Develop briefing/
protocol
documents
Develop Site
Briefing Note
Introductory calls
with sites

Enquire &
Investigate

Understand
operations, SD
risks,
sustainability
strategy and
management
system

Review Reporting
Principles,
Systems,
Guidelines and
Definitions
Review materiality
process /
stakeholder
engagement
Review QA/QC
Request for Group
and site data
documentation

03

Collect & Review
Evidence

Review early
Report Draft to
confirm
completeness of
material topics
Analytical review
of data (current
Vs. prior year)
Conduct site visits
& virtual audits
Review good
Report Draft and
select material
assertions for
evidence
collection
Collect evidence
through corporate
interviews and
documentation
review

04

Evaluate

Obtain responses,
clarifications &
additional
evidence for
Stage 3 findings
Review
conformance with
reporting criteria
(e.g. GRI
Standards)
Review Report for
consistency with
findings and
requested
changes
Approve Final
Draft Report

05

Re

port

Compile Draft
Assurance
Statement
Management
Representation
Letter

Compile Final
Assurance
Statements
Review Report pdf
prior to publication
Compile Draft
Management
Report

Compile Final
Management
Report

Present Findings
to Management

www.erm.com
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