The Conference Board
Environmental, Social & Governance Center

Organizing for Success in Corporate Sustainability 2.0

C-Suite Conversation Under the Chatham House Rule
with Senior Sustainability Executives




AGENDA - Today’s Session

1:00 PM Welcome and Introductory Remarks

1:05 PM Chief Sustainability Officer Role, Responsibility and Challenges
1:30 PM Core Sustainability Team and Allies

1:55 PM Sustainability Steering Committees

2:15 PM Overall Sustainability Program

2:40 PM Wrap-Up

2:45 PM Meeting Adjourned
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68% of surveyed companies have had CSOs for less than five years

How long have companies had a CSO (or equivalent position) (Q2)

Less than a year 8.6%

Between 1-3 years 38.5%

Between 3-5 years 21.2%

7.7%

Between 5-10 years

More than 10 years 11.5%

Not applicable 12.5%
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In our 2021 report on Organizing for Success In

Corporate Sustainability, we noted that:

“‘Whoever leads the sustainability function
should have the authority, credibility,
business knowledge, fluency in sustainabillity,
and communications skills to drive the

firm’s sustainability efforts.”
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THE CONFERENCE BOARD @

Organizing for Success in
Corporate Sustainability

Insights from a survey of 104 companies, interviews with
20 sustainability executives, and a roundtable discussion



https://www.conference-board.org/topics/sustainable-business-integration/organizing-for-success-in-corporate-sustainability
https://www.conference-board.org/topics/sustainable-business-integration/organizing-for-success-in-corporate-sustainability

87% of respondents expect that the responsibilities of CSOs will increase
In the next 3to 5 years

Foreseen evolution of the responsibilities of CSOs (or equivalent) in the next 3 to 5 years (Q12)

Somewhat decrease . 1.0%

Significantly decrease . 1.0%

Not applicable _ 5.2%
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Interfacing with the C-Suite and developing and executing the sustainability strategy rank high in the list of CSOs
responsibilities, whereas integrating sustainability into the company’s compensation programs
and managing investors relationship rank low

Key responsibilities of CSOs (or equivalent) (Q9)

Interfacing with the CEO and other C-Suite executives on sustainability I 57.1%

Developing the company's overall sustainability strategy I 57.1%
Overseeing or coordinating execution of the sustainability strategy I 54.2%
Setting sustainability-related goals I 79.2%
Interfacing with the board and/or board committees on sustainability I 76.2%
Integrating sustainability into the company's culture I 73.3%
Overseeing public disclosures and communications on sustainability I 72.3%
Ensuring that sustainability-related data is reliable and ready for audit I 71.3%

Overseeing compliance with sustainability-related laws and regulations I 63.3%
External relations

Overseeing interactions with ESG rating agencies/reporting frameworks 66.3%
. . Internal
Developing annual business plans and b I 62.4% . .
ping P udgets . constituencies
Managing stakeholder relationships 61.4%

Business strategy

i i ility i ' i I 32.7% . .
Integrating sustainability into company's compensation programs 32.7% integration

Managing investor relationships 26.7%
Other 7 119%
Not applicable 1 9.9%

I Compliance
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A majority of CSOs report to C-Suite Executives, followed by the CEO,
but more CSOs report to the CEO than in 2021

To whom do CSOs (or equivalent positions) report (Q3)

2024

2021 (US)

One level below the C-Suite - 5.8%

CEO

19%
Two levels below the C-Suite . 3.8%

Three levels below the C-Suite I 1.0%

C-Suite 57%

Not applicable - 10.6%

Others 24%
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A majority of CSOs think they have a good/excellent collaboration with all constituencies.
Collaboration with Communications is by far the strongest while collaboration with IT is the weakest

Level of collaboration between CSOs and key departments or functions within their organization (Q5)*

68% 68% 67%
64%
’ 61% 61% 61% 59%
54% 54%
’ ’ 52% 51%
0,
32% 31% 2004 31% 34%
26% 25%
21% o 23%
17% 18%
12% 10%

®%

© N ¢

o ; 0%00 &2 &
S & R ~

& &

& 3

Es, Y

&
I

m Excellent/Good Fair/Poor

*Other and not applicable have not been included on this graph so the total, for each function, is not 100%.
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cam and Allies
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Central sustainability teams mainly focus on overseeing public disclosures and on ensuring that
sustainability-related data is reliable and ready for audit

Key responsibilities of companies’ central sustainability teams (Q17)

Overseeing public disclosures and communications regarding sustainability 69% 26% 2% 2%

Ensuring that sustainability-related data is reliable and ready for audit 67% 26% 3% 3%

Developing and executing the company's overall sustainability strategy 64% 30% 2% 2%

Interacting with ESG rating agencies and reporting frameworks 56% 24% 12% 7%

Setting sustainability-related goals 54% 34% 9% 1%

Integrating sustainability into the company's culture 52% 32% 11% 3%

Ensuring compliance with sustainability-related laws and regulations 50% 38% 9% 2%

Managing stakeholder relationships 31% 50% 13% 4%

)
B
X

Managing investor relationships 22% 31% 12% 10%

Integrating sustainability into the company's compensation programs 13% 21% 27% 30% 9%
pany p prog

m Always Often M Rarely ™ Never M Not sure
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Most companies operate with small central sustainability teams (between 2-5 FTES)

Number of FTEs currently part of central sustainability teams (Q13)

2024
45%
2021 (US)
42%
18%
15% 25%
11%
17%
I ) I "
B B
6%
n 0o
1 2-5 6-10 11-15 More than 15 Not applicable -

1 2-5 6-10 11-15 More than Not
15 applicable
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There is not a linear correlation between size of teams and their effectiveness, but the smallest teams
(1-5 FTES) tend to be less effective than larger ones

Perceived effectiveness of central sustainability teams in fulfilling their responsibilities (Q18) vs number of FTEs in the central sustainability teams (Q13)

86% n 1
m2-5
7% 6-10
59% m11-15
53% ® More than 15
50% 50%
35%
28%
22%
18%
14%
11%
6%
3%
- 0% 0% 0% - 0% 0% 0%

Very effective Effective Somewhat effective Ineffective

>
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64% of CSOs think the number of FTEs working on sustainability across their organization
will increase in the next 3-5 years

Anticipated change in the number of FTEs working on sustainability over the next 3 to 5 years (Q15)

64.2%

21.1%

10.5%

4.2% -

Increased employee count Unchanged Fewer employees Not sure
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73% of CSOs perceive their central sustainability teams as very effective or effective

Perceived effectiveness of central sustainability teams in fulfilling their responsibilities? (Q18)

58.9%

24.4%

14.4%

1.1% 1.2%
| |
Very effective Effective Somewhat effective Ineffective Not applicable
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Central sustainability teams are more effective when their CSO reports
to the CEO or to the C-Suite (Very effective/Effective)

Perceived effectiveness of central sustainability teams in fulfilling their responsibilities (Q18) vs to whom the CSO reports (Q3)

m Very effective

50% M Effective
Somewhat
effective

10% 10%
8%
I . .
2%
- 0% 0% 0% - 0%
C-Suite Executive One level below the C- Two levels below the C- Three levels below the
Suite Suite C-Suite
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Companies that have a more mature sustainability program seem
to have more effective central sustainability teams

Perceived effectiveness of central sustainability teams in fulfilling their responsibilities (Q18) vs maturity of the program (Q27)

67%
61%
m Advanced stage
47% m Mid-stage
41%
Early stage
29%
26%
10%
0,
6% % 6%

Very effective Effective Somewhat effective Ineffective
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47% of companies have steering committees both at the C-Suite level and below the C-Suite

Steering committees (or equivalent bodies) at the C-Suite level and one or two steps below the C-Suite dedicated to ESG/Sustainability (Q20, Q22)

= Both
= Only C-Suite
Only Below C-Suite

13% = None

47%
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For most companies, C-Suite steering committees mostly have a decision-making role, while
steering committees below the C-Suite have a recommendation role

Primary functions of the steering committees (Q25)

. . 49.4%
Decision-making body 9 0%
. (o]

_ ) 12.4%
Body for making recommendations

42.7%

o 1.1%
Coordinating body 13.5%

|

3.4%

Information-sharing body
4.5%

_ 33.7%
Not applicable
30.3%
B C-Suite Steering Committee 1 Steering Committee below the C-Suite

»
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Not all companies with a C-Suite sustainability steering committee have their CEO as part of the committee
The finance function is represented in a majority of companies with steering committees
(both at the C-Suite level and below the C-Suite)

Functions represented on the sustainability steering committees at the C-suite level and below the C-Suite
(companies with steering committees only) — (Q21, Q23)*

Finan Ce OO A s . 66.7%
H UM ain RS 0 LI G O s 74.1%
e gl I 8320 59.3%
O OIS 0 sl 79.6%
St rate gy A 392 s 51.9%
CEO M 35..5%
oMM UM G 011 32 L. 70.4%
Business Unit 200K 53.7%
Corporate social responsibility 28— 46.3%
Environment, health and safety (EH .S o 2t 61.1%
V@K i 2008 . 53.7%
Investors relations ~EEE—_—-———_ 2307 35.0%
Technology [EEEGEGE_—-—_————222 e 315%
Research and development (R & D) 108 s 4.6%
Other [EESGSG—_—_—-—- 0% o 16.7%

W C-Suite = Below C-Suite

* The percentages exceed 100% due to the nature of the question, which allowed respondents to select multiple answers.
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Companies that have had a CSO for a longer time seem to also have
more effective steering committees at the C-Suite level

Perceived effectiveness of the C-Suite steering committee (Q26) vs how long the company has had a CSO (Q2)

m More than 10 years
m Between 5-10 years

= Between 3-5 years

60%
57%
50%
47%
0 m Between 1-3 years
40% 40% = Less than a year
%
29%
25%
20% 20% %
18%
15% 14%
10%
0% I 0% 0% 0%

Very effective Effective Somewhat effective Ineffective

»
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Companies that have a charter clearly describing the role and responsibilities of the steering committees
also tend to have more effective steering committees

Perceived effectiveness of steering committees (Q26) vs existence of a Charter (Q24)

C-Suite steering

committee
62%

Existence of
a Charter:

mEYes "No

36% 36%
21% 22%
16%
7%
0%
Very effective Effective Somewhat Ineffective
effective
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Steering committee
below the C-Suite

50% Existence of a
Charter:

mYes " No
39%

37%
24%
21%
14% 14%
0%

Very effective Effective Somewhat Ineffective
effective



Companies that have more mature sustainability programs seem to have
more effective steering committees (effective and very effective)

Perceived effectiveness of the steering committees vs maturity of the sustainability program (Q26 vs Q27)

C-Suite steering committee

5304 24%

40%
21% 21%
18% 18%
I 10% I 10%
Very effective Effective Somewhat
effective
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Steering committee
below the C-Suite

Maturity of the
sustainability
program:
45%
40% m Advanced stage
m Mid-stage
Early stage
30%
- 27%
15%
11%
9%
5%

Ineffective

Very effective Effective

64%

33%
30%

Somewhat
effective

10%11%

Ineffective

Maturity of the
sustainability
program:
® Advanced stage
m Mid-stage

Early stage



Larger companies seem to have more effective steering committees (very effective and effective)
than smaller ones

Perceived effectiveness of the steering committees vs companies’ annual revenue for FY 2023 (Q26 vs Q33)

C-Suite steering Steering committee
committee below the C-Suite
m Over $25 billion
. m Over $25 billion m $10 - $24.9 billion
B $10 - $24.9 billion $5-$9.9 billion
33% 33% 33% 25 - 999 bllion W $1 - $4.9 billion
25% 25% = $1 B $49 billion 31%31% = Under sl billion
8% 18%; 79, ili
15/1 7% l’17A113% = Under $1 billion 20/21/
8% 8% 9% 14% 14/ 15%14%
il m- “ I | | |
0% 0%
Very effective Effective Somewhat Ineffective .
effective Very effective Effective Somewhat effective Ineffective
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ity Program
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Companies are about evenly divided by perceiving their programs as effective/very effective (48%)
vs somewhat effective (47%)

Perceived effectiveness of the overall sustainability program (Q31)

47.7%

46.5%

9
3.5% 2.3%

Very effective/Effective Somewhat effective Ineffective Not applicable
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Companies that have had a CSO for a longer time seem to also have more effective sustainability programs

Perceived effectiveness of the overall sustainability program (Q31) vs how long the company has had a CSO (Q2)

67%

58% m More than 10 years
50% m Between 5-10 years
47%
= Between 3-5 years
40%
33% 33% 33% m Between 1-3 years
30% 32%
= Less than a year
21%
17% 17%
10%
6% 6%
. 0% 0% 0% . 0%

Very effective Effective Somewhat effective Ineffective
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Companies that have between 6-10 FTES in their central sustainability teams
seem to have more effective sustainability programs

Perceived effectiveness of the overall sustainability program (Q31) vs number of FTEs in the central sustainability team (Q13)

89%

Number of FTEs in
67% the central
sustainability team:

57% -

50% 50% m2-5
6-10

m11-15

36%
More than 15

30%

27%
17% 14% 17% 17%
0
1% 11%
7%
3%

0% 0% mm % 0%

Very effective Effective Somewhat effective Ineffective
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Companies with more FTEs working on sustainability across their organization seem
to have more effective sustainability programs

Perceived effectiveness of the overall sustainability program (Q31) vs number of FTEs in company working on sustainability
(excluding the central sustainability team) (Q14)

Number of FTEs in
company working on

61%
sustainability
(excluding central
0,
e sust. team)
(]
42% m0-10
38% 38%
32% 33% m11-25
25-50
20%
m QOver 50
13% 13%
8%
5%
3%
- - 0% 0%

Very effective Effective Somewhat effective Ineffective
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Companies with steering committees dedicated to ESG/Sustainability either at the C-Suite level
or below the C-Suite tend to have more effective sustainability programs

Perceived effectiveness of the overall sustainability program (Q31) vs existence of steering committees (Q20)

C-Suite steering Steering committee

committee below the C-Suite
_ Existence
Existence of a
61% 63% ofa £o0t 64% steering
steering ’ committee
committee (below the
(below the C-Suite)
mYes =No
26% mYes ©No 28%
10% 8%
0% 2%
|
Very effective/Effective Somewhat effective Ineffective Very effective/Effective Somewhat effective Ineffective
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Companies at an advanced stage of maturity on sustainability
tend to have more effective sustainability programs

Perceived effectiveness of the overall sustainability program (Q31) vs its maturity (Q27)

81%

51%
48%

44%
30%
22%
6% 6% 50 6%

Very effective Effective Somewhat effective Ineffective
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Maturity of the
sustainability
program:

m Advanced stage
m Mid-stage

Early stage



Larger companies seem to have more effective sustainability programs than smaller ones

Perceived effectiveness of the overall sustainability program vs annual revenue of the company for FY 2023 (Q27 vs Q33)

69% m Over $25 billion
0

W S$10 - $24.9 billion
549 S5 - $9.9 billion
50%
° m $1 - $4.9 billion
44%  44% 45%
40% 39% m Under $1 billion
31%
15% 17% 15%
10%
6% oo 5% ’ 8%
(]
m B x|

Very effective Effective Somewhat effective Ineffective
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ESG Navigator is built around transformation

Poll of ~80 CSOs: Q2-2023

In the next few years...

e
3
H
I A communication & PR exercise 5
B A set of required disclosures g
B A strategic set of risks and opportunities -
| Atransformation imperative 3

Signposts - January 2024

@. ESG Navigator

STAGE 1:
Engageng

STAGE 2:
Accelerating

STAGE 3:

Leading

STAGE 4:

Transiorming

ESG Elements ©
Company Purpose 1
CEO/C-Sulle Leadership -
Board Leadershipn
Goals & Metrics
Culture & Organization  ©
Disclosure & Reporting
Cuslomers & Markets
Strategic Ptanning
Innovason, R&D  ©

Product Offerings '

Sociall Workplace 1
Social” Supply Chain ¢
Social: Community '/

-+ ABC Company & ABC Company (Goals) -e Al Companses

2 2024 ESG Navigator, LLC



Companies primarily partner with consulting firms and industry peers to implement their sustainability program

External entities with which companies primarily partner to implement their sustainability program (Q28)

Consulting firms 70.9%

Industry Peers 57.0%

Non-Governmental Organizations 40.7%

International bodies 16.3%

Local Community Organizations 16.3%

Government agencies 15.1%

Academia 14.0%

Other 7.0%

4.7%

Not applicable

>
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The Conference Board Publications, Webcasts, and Programs

Publications Chatham House Rule Programs
* Organizing for Success in Corporate Sustainability
¢ C-Suite Outlook 2024: Leading for Tomorrow

* How Companies Can Address ESG Backlash

» CEOs at the Helm of ESG: Leading the Sustainability
Transformation

Government Procurement in Driving
Sustainability

April

Private Companies and Sustainability
April

 Telling Your Sustainability Story

 B2B Sustainability Disclosure: Telling Your Sustainability
Story to Your Business Partnhers

* A Brief Guide to Upskilling Your Workforce in Sustainability
* Four Key Steps to Drive Sustainability-Focused Innovation

 Large US Firms Make Meaningful Progress on GHG
Emissions

Webcasts

« Closing the Loop: Exploring Solutions to Bridge the Circular
Economy Gap

« Building a Sustainability Culture

* Measuring and Reporting on Corporate Citizenship: The
Opportunities Ahead

Building a Sustainable Future: The
Global Energy Transition

May 16 - 17, 2024 | New York, NY

»
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https://www.conference-board.org/topics/sustainable-business-integration/organizing-for-success-in-corporate-sustainability
https://www.conference-board.org/publications/C-Suite-Outlook-2024-leading-for-tomorrow
https://www.conference-board.org/publications/addressing-ESG-backlash
https://www.conference-board.org/publications/at-helm-of-ESG
https://www.conference-board.org/publications/at-helm-of-ESG
https://www.conference-board.org/topics/ESG-reporting/telling-your-sustainability-story
https://www.conference-board.org/topics/ESG-reporting/B2B-sustainability-disclosure
https://www.conference-board.org/topics/ESG-reporting/B2B-sustainability-disclosure
https://www.conference-board.org/publications/brief-guide-to-upskilling-your-workforce-in-sustainability
https://www.conference-board.org/topics/sustainable-business-integration/4-key-steps-to-drive-sustainability-focused-innovation
https://www.conference-board.org/publications/large-US-firms-make-meaningful-progress-on-GHG-emissions-2022-data
https://www.conference-board.org/publications/large-US-firms-make-meaningful-progress-on-GHG-emissions-2022-data
https://www.conference-board.org/webcast/ondemand/closing-the-loop
https://www.conference-board.org/webcast/ondemand/closing-the-loop
https://www.conference-board.org/webcast/ondemand/november2022edition
https://www.conference-board.org/webcast/ondemand/measuring-and-reporting-on-corporate-citizenship
https://www.conference-board.org/webcast/ondemand/measuring-and-reporting-on-corporate-citizenship
https://www.conference-board.org/events/sustainability-energy-transition
https://www.conference-board.org/events/sustainability-energy-transition
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You are cordially invited to the AR
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" AWARDS

REGISTER
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Honoring Leadership in Sustainability T 0 ii s
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®
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https://www.conference-board.org/events/ESG-Leadership-Awards?utm_source=house-events&utm_medium=eventapp&utm_campaign=esg-evt-all-esg-leadership-awards&utm_content=governance-watch-feb
mailto:bteagle@tcb.org
https://www.conference-board.org/events/ESG-Leadership-Awards

Building a
Sustainable Future:
The Global Energy
Transition

Register by April 12

MAY 16 - 17, 2024
NEW YORK, NY

REGISTER

Learn more about becoming a sponsor >
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CEO AND EXECUTIVE COMPENSATION

Advantage &he s

BOARD COMPOSITION AND GOVERNANCE PRACTICES
== S CEO PROFILES AND SUCCESSION
BETTER, SMARTER, FASTER BENCHMARKING B IR——
o X . ENVIRONMENTAL PRACTICES

ES AU G E : HUMAN CAPITAL MANAGEMENT AND SOCIAL PRACTICES
NTANGIBLES Al ™

The most powerful and comprehensive benchmarking tool available
Benchmark against any public company peer groups you choose with customization, speed, and ease.

Why it's comprehensive: Why it’s powerful: For more information or
_ to schedule a demo,

One platform to benchmark in: Our platform enables you to: contact Garen Alexander

= Shareholder voting = Create peer groups based on size, industry, and galexander@tcb.org

= Board composition and governance practices financial performance

= Executive compensation, including ESG metrics * Access live data Member companies

= Director compensation = Go straight to the underlying source through hyperlinks include

= Easily generate reports from data

2
= View broader trends across the S&P 500, %’}}) . %fsnep X USAA

" Environmental practices S&P MidCap 400, and Russell 3000 UNITED

= CEO profiles and succession q D”PUNT’ ,Mondeléz

International e

= Human capital and social practices
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ESG Navigator — Partnership arrangement with The Conference Board.:
Free Bronze membership available for TCB members

Starter Bronze Silver Gold
Benchmark Engage your C-Suite Deep-dive benchmarking Full ESG Navigator Benefits

f $4000/year

FREE Bronze Membership

available to Conference
Board Members $5500/year

Gold Plus - $8,500/year
Special Requests

g >
© 2024 ESG Navigator, LLC
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ESG Center Contacts

Environment, Social & Governance (ESQG)

Nathalie Risse Lindsay Beltzer

Senior Researcher, Sustainability
nrisse@tcb.org

Senior Program Producer
Ibeltzer@tcb.org
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