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DISCLAIMER:
This Toolkit: Governance (“Toolkit”) is issued by Bursa Malaysia Securities 
Berhad to, among others, assist listed issuers in preparing the Sustainability 
Statement as required under the Listing Requirements of Bursa Malaysia 
Securities Berhad [paragraph 9.45(2) and paragraph (29), Part A of Appendix 
9C of the Main Market Listing Requirements (supplemented by Practice 
Note 9) and paragraph (30) of Appendix 9C of the ACE Market Listing 
Requirements (supplemented by Guidance Note 11)].

While this Toolkit is intended to provide the relevant information and 
guidance for listed issuers to prepare their Sustainability Statement, it may 
not be exhaustive in its coverage. Listed issuers must exercise discernment 
and diligence when using this Toolkit. All applicable laws, regulations and 
existing Listing Requirements of Bursa Malaysia Securities Berhad should 
be referred to in conjunction with this Toolkit.

Although care has been taken to present current and pertinent information 
in this Toolkit, Bursa Malaysia Securities Berhad does not make any 
representation or warranty, whether implied or expressed, as to the accuracy, 
completeness or reliability of the contents of this Toolkit.

In no event shall Bursa Malaysia Securities Berhad be liable for any 
decisions made on the basis of the information in this Toolkit or any other 
claim, howsoever arising, out of or in relation to this Toolkit. Bursa Malaysia 
Securities shall under no circumstances be liable for any type of damages 
including but not limited to, direct, indirect, special, consequential, incidental, 
or punitive damages whatsoever or any lost profits or lost opportunities.

All rights reserved. The Bursa Malaysia name and logo are registered 
trademarks.
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1.	 Purpose

 Bursa Malaysia’s Main Market Listing Requirements1  (“MMLR”) and ACE Market Listing Requirements2  
(“ACE LR”) require all listed issuers (“companies”) to disclose the governance structure put in place 
to manage their economic, environmental and social (“EES”) risks and opportunities (“sustainability 
matters”). 

 The disclosure of how sustainability is governed within a company (“sustainability governance”) is 
aligned with the recommendation of the Malaysian Code on Corporate Governance (“MCCG”). In 
discharging its responsibilities, the board should, among others, “ensure that the strategic plan of the 
company supports long-term value creation and includes strategies on economic, environmental and 
social considerations underpinning sustainability”. In addition, the MCCG recommends the following:

a) The board together with management takes responsibility for the governance of sustainability 
in the company including setting the company’s sustainability strategies, priorities and targets;

b) The board takes into account sustainability considerations when exercising its duties including, 
among others, the development and implementation of company strategies, business plans, 
major plans of action and risk management; and

c) Strategic management of material sustainability matters should be driven by senior 
management.

 Following on from the above, the purpose of this Toolkit is to provide guidance to companies on 
how to establish a governance structure to manage their EES risks and opportunities. This, in turn, 
facilitates the company’s disclosure of sustainability governance in the Sustainability Statement. 
This chapter addresses key considerations pertaining to sustainability governance (at the levels of 
oversight, strategic management and day-to-day implementation) and demonstrating accountability 
as well as undertaking assurance to enhance the credibility of sustainability reporting. 

 This Toolkit should be read in conjunction with Bursa’s Malaysia’s Sustainability Reporting Guide 
(“Guide”), including the definitions provided in the Guide.

1 Bursa Malaysia Securities Berhad, Paragraph 6.2, Practice Note 9, Risk Management and Internal Control, Corporate Governance and 
Sustainability Statement

2 Bursa Malaysia Securities Berhad, Paragraph 6.2, Guidance Note 11, Risk Management and Internal Control, Corporate Governance and 
Sustainability Statement
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2.	 Background

 Sustainability governance refers to the structure a company puts in place to ensure accountability, 
oversight and review in the identification and management of material sustainability matters, i.e. 
who is responsible for the company’s sustainability performance and disclosures. There should 
be clear and adequate structures and processes in place for sustainability governance including 
clearly defined scope of powers, lines of reporting and governing bodies established to create a 
line of accountability for sustainability. Typically, boards are expected to provide robust oversight 
while senior management is expected to drive the strategic management of a company’s material 
sustainability matters.

 In considering the most suitable governance model for adoption, each company should place 
emphasis on a model that is fit-for-purpose by considering its distinctive culture and structure, 
sustainability aspirations and objectives, available resources and capabilities, maturity of sustainability 
practices, etc. While there is no ‘one size fits all’ approach, in general, there are 3 key elements that 
a company should get right in terms of establishing a robust governance structure, namely:

a) The governing bodies, functions or individuals responsible for overseeing the management of 
material sustainability matters (“oversight	of	material	sustainability	matters”);

b) The governing bodies, functions or individuals responsible for the strategic management of 
material sustainability matters (“strategic	management	of	material	sustainability	matters”); and

c) The functions or individuals responsible for day-to-day implementation of sustainability 
initiatives (“day-to-day	implementation	of	material	sustainability	matters”).

[The rest of the page has been intentionally left blank.]
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3.	 Oversight	of	material	sustainability	matters

 EES risks and opportunities are increasingly affecting business profitability as well as share prices. 
Hence, it is critical that companies incorporate sustainability considerations into the workings of 
a company to enhance value creation for its business and stakeholders in the longer run. In fact, 
there is a wealth of evidence showing companies that have stronger sustainability practices are 
more resilient, perform better and have higher stakeholder capital (such as brand reputation). Such 
companies are also better able to attract and retain talent. 

 By extension, companies that embrace sustainability tend to optimise the value they bring not only 
to their shareholders but also to a wider range of stakeholders, particularly in the medium and long 
term. This is because sustainability, like business strategy, is a concept that advocates long term 
value creation for business, and supports business continuity and competitiveness over the long 
term. In addition, a myriad of recent global developments in sustainability such as the introduction 
of the United Nations Sustainable Development Goals (“UN SDGs”)3 and the Recommendations of 
the Task Force on Climate-related Financial Disclosures (“TCFD Recommendations”)4, aptly reflects 
the strong and growing demand from investors and the public alike for businesses to consider their 
EES risks and opportunities in their strategies.

 Following on from above, the ultimate accountability for the integration of sustainability in a company 
(including sustainability-related strategy and performance) should be at the highest level, i.e. the 
Board, due to its responsibility for the strategic direction of the company.

 From a legal standpoint, directors’ duties and responsibilities pertaining to sustainability have also 
been given added clarity in recent years. For instance, in a legal opinion5 on the duties and disclosure 
obligations of directors of for-profit companies in Malaysia in respect to climate risks commissioned 
by the Commonwealth Climate and Law Initiative (“CCLI”) in July 2022, key findings include:

a) Directors of Malaysian companies are duty bound to proactively and urgently apprise 
themselves of all aspects of climate change that can affect their companies, take action to 
manage the full spectrum of climate related risks by integrating them into their corporate 
strategies, plans and actions, and ensure proper disclosure of such risks.

b) Fundamentally, directors are legally required to incorporate climate change considerations 
into their decision-making process. Failure to do so is a violation of their fiduciary duty and their 
duty of care, skill and diligence.

c) Boards cannot deny their obligation to take into account climate change risks in discharging their duties.

d) Directors risk acting in breach of their duties if they do not inform themselves of climate risks, 
incorporate a broader sustainability agenda in their companies’ operating and decision making 
processes and take the required steps to address these issues.

e) While directors’ decisions may be protected by the ‘business judgment rule’, this will only be 
available to directors where they have considered climate risks, and whether such risks pose a 

3 Further information on the UN SDGs and why Boards should get involved is available here: https://sdghub.com/ceo-guide/
4 The TCFD Recommendations act as a guide for businesses to effectively disclose the implications of climate change on its operations and how it 

is being managed in order to help investors and other stakeholders better understand an organisation’s climate-related risks and opportunities and 
thus make better informed investment decisions. Further information on the TCFD Recommendations available here: https://www.fsb-tcfd.org/

5 Malaysian Legal Opinion Directors’ Duties and Climate Change https://commonwealthclimatelaw.org/wp-content/uploads/2022/07/CCLI-
Malaysia-Legal-Opinion-Key-findings-Final.pdf

https://sdghub.com/ceo-guide/
https://www.fsb-tcfd.org/
https://commonwealthclimatelaw.org/wp-content/uploads/2022/07/CCLI-Malaysia-Legal-Opinion-Key-findings-Final.pdf
https://commonwealthclimatelaw.org/wp-content/uploads/2022/07/CCLI-Malaysia-Legal-Opinion-Key-findings-Final.pdf
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real and legitimate threat to the company. Where the board has totally neglected to consider 
the effects and risks of climate change in the discharge of their duties, it is conceivable that the 
business judgment rule is prima facie not available as a defense.

f) On the other hand, directors who make climate-conscious decisions which may in the short-
term be less financially beneficial (such as investment in a lower emission asset with a longer-
term profit horizon) could be protected by the business judgment rule as having acted in the 
best interest of the company.

 Overall, similar to how directors are held accountable for the financial position and performance of 
a company, businesses will be expected to deliver longer term value and more will be expected of 
directors in this space. 

 In order to create the right culture for sustainability in a company, it is crucial for governance to start 
at the highest level to drive the intended culture within the company. Board level accountability 
and commitment on sustainability are important towards ensuring that sustainability is embedded 
across the company and adequate resources, systems, and processes are in place for strategic and 
effective management of material sustainability matters.

 The Board’s oversight roles and responsibilities pertaining to sustainability may include a combination 
of the following (non-exhaustive):

a) Overseeing the inculcation of a strong sustainability culture throughout the company (“tone 
from the top”);

b) Oversight of strategic management of material sustainability matters including (but not limited 
to):

i) approving sustainability-related strategies, priorities and monitoring subsequent 
implementation, 

ii) approving sustainability-related policies for adoption and monitoring subsequent 
implementation,

iii) approving/endorsing the outcome of materiality assessment undertaken,

iv) monitoring the integration of material sustainability risks and opportunities into business 
processes including the company’s risk management frameworks,

v) monitoring the performance or effectiveness of management of material matters 
including progress towards targets set,

c) Ensuring that sustainability-related issues are included in Board’s agenda and taken into 
consideration in Board deliberations including when devising business strategies;

d) Integrating sustainability-related aspects into the remuneration of directors and senior 
management and monitoring of subsequent performance along this dimension; and

e) Approving/endorsing the company’s Sustainability Statement. 



#beSUSTAINABLE

6

 While full integration or embedding of sustainability considerations into the company’s strategic 
planning and decision-making is the pinnacle of a company’s sustainability journey, the paths to this 
desired state are many. For instance:

• Sustainability is integral to all board deliberations and decisions
• Sustainability considerations are embedded /integrated into business strategy
• Sustainability KPIs are linked to the remuneration of directors and senior 

management

Typical Oversight 
Model 2: 
Multi-committee	
responsibility

Typical Oversight 
Model 4: 
Dedicated	
committee

Typical Oversight 
Model 3: 
Expand	remit	
of	existing	
committee

Typical Oversight 
Model 1: 
Board	
champion

A model that 
appoints a single 
‘champion’ for 
sustainability

Works well for 
companies with 
low complexity 
of sustainability 
issues but a 
challenge to 
move to full 
integration

Distributes 
sustainability 
among some 
or all board 
committees

Works well for 
companies on 
their way to full 
integration

Sustainability 
responsibility 
is added to 
an existing 
committee

Works well in 
companies 
that have 
sustainability 
links to specific 
committees

A standalone 
sustainability 
committee with 
a charter and 
agenda is setup

Works well in 
companies where 
sustainability has 
major impact on 
overall strategy

Source: Adapted from Designing Sustainability Governance: Board structures and practices for better ESG 
performance, INSEAD, March 2022. 

Figure	2:	Oversight	models	for	sustainability	governance	

Fully	Integrated
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 From the above, it is clear that certain governance structures involve the delegation of part of the 
Board’s oversight roles and responsibilities to designated committees (be it a Board committee 
or management committee), functions and/or individuals. For instance, the Board may establish 
a separate Sustainability Committee to monitor the implementation of sustainability-related 
policies, measures and actions in achieving the company’s sustainability milestones and goals. The 
Sustainability Committee may be responsible for the following: 

Board	Sustainability	Committee

• Advising the Board and recommending to it, the business strategies in the area of  
 sustainability;
• Monitoring the implementation of sustainability strategies as approved by the Board;
• Recommending to the Board sustainability-related policies for adoption, and monitoring 
 the implementation of the policies;
• Recommending to the Board for its approval sustainability matters identified as material;
• Overseeing the management of sustainability matters, with particular focus on matters  
 material to the organisation; and
• Overseeing the preparation of sustainability disclosures as required by laws and/or rules,  
 and recommending it for the Board’s approval.

 Moving on, while delegation of a Board’s oversight responsibilities pertaining to sustainability may 
be directed to a designated Board committee, overlaps or extension to other board committees are 
also common. Examples:

a)	 Risk	Management	Committee
 While a major part of sustainability management looks into the management of sustainability 

risks and opportunities, there will be areas where issues dealt with by the Sustainability 
Committee and Risk Management Committee may overlap.

Responsibilities	to	manage	ESG-related	risk

ESG-related risks are often characterised as evolving, interconnected, longer-term or 
less familiar to an organisation and, therefore, difficult to manage effectively. However, the 
potential impact of these risks on an organisation’s performance can be significant, and 
so the responsibility for the organisation to manage these risks is no different than for any 
other business risk. Even when ESG issues are managed by a separate function, such as a 
corporate social responsibility or sustainability department, integrating ESG-related risks 
into the core ERM structures and processes of the organisation is critical for supporting an 
entity and its directors to meet their responsibilities.

Source: Applying Enterprise Risk Management to Environmental, Social and Governance-related 
Risks (2018)
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 In light of the above, effectiveness and efficiency of these two committees may be enhanced 
if they work closely with each other. Generally, it is not unusual for both committees to have 
common members, or to have representatives from the other committee to attend key 
committee meetings. In some companies, these two committees are merged in which the 
management of sustainability risks and opportunities is integrated into the enterprise risk 
management framework.

Roles	of	Risk	Management	Committee	relating	to	sustainability	

When a Risk Management Committee takes up the roles of a Sustainability Committee, its 
combined role may entail the following:

• overseeing the management of principal business risks and significant/material EES  
 risks;
• ensuring resources and processes are in place to enable the company to achieve its  
 sustainability commitments or targets; and
• approving disclosure statements relating to management of sustainability matters of  
 the company.

b)	 Audit	Committee
 The Audit Committee plays an important role in the oversight of audit matters with particular 

focus on matters impacting the company’s financial position and performance. As businesses are 
increasingly impacted by EES risks and opportunities, the Audit Committee would be required to 
identify and scrutinise the links between the company’s material sustainability matters and financial 
performance. This enables the Audit Committee to be better positioned to carry out its oversight 
role over financial reporting as well as evaluate business performance to determine if the company 
is progressing in accordance to its business strategy.

[The rest of the page has been intentionally left blank.]
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Source: PwC: Impact of the Paris Agreement on Financial Reporting under IFRS

IAS 36 - Impairment of non-financial assets

IAS 36 requires an entity to assess non-financial assets for indicators of impairment. Such indicators may take 
into account estimates of likely negative impacts of the Paris Agreement on the recoverability of an asset or cash 
generating unit. Therefore the Paris Agreement may impact whether and how frequently assets in the scope of 
IAS 36 are evaluated for impairment (see EX 24.12.2).

However, the recoverable amount of assets under IAS 36 is determined as the higher of fair value less cost of 
disposal and value in use. The higher of these amounts is then compared to the carrying amount of the asset or 
cash generating unit. As discussed above, fair value measurement is a market-based measurement, not an entity 
specific measurement. Accordingly, an entity would be required to estimate what the asset (or cash generating 
unit) could be sold at in an orderly transaction in its principal market or in the absence of a principal market, 
the most advantageous market. A fair value measurement can take into account future improvements in the 
operation of an asset, if this is what would be assumed by a market participant (for example, repurposing a 
combustion engine plant into an electric vehicle plant).

Value in use contains certain restrictions which do not allow future improvements to an asset to be taken into 
account until such changes are committed. However, value in use would take into account other estimates about 
climate change and how these may impact the future cash flows relating to an asset or cash generating unit.

Standards requiring best estimates

Several IFRS Standards require best estimates to be incorporated into measurement. For example, IAS 16 requires 
the best estimate of useful life of an asset to be considered. As discussed below if best estimates are being used 
there needs to be consistency in the financial statements. Where there are multiple potential outcomes for the 
useful life it may be that the most probable assumption is used.

In other cases, the best estimate might be a probability weighted average. If significant climate impacts need 
to be incorporated into the scenarios, but an entity might probability-weight those impacts to derive the entity’s 
best estimate.

Consider an asset that has a 75% chance of being used for its physical life of 40 years and a 25% chance of 
having a life of 25 years due to potential future changes to laws and regulations that might result from the Paris 
Agreement. The entity might use 40 years for the useful life of the asset based on its best estimate. On the other 
hand, if the entity used a probability weighted outcome it would use approximately 36 years as the estimated 
useful life.

Where there are outcomes that are significantly different than the best estimate (i.e. there is significant variability in 
the estimates) entities should consider whether it is more appropriate to use a probability weighted approach for 
estimating the useful life or where a best estimate approach is used consider the need for additional disclosure 
about the risk of changes in the estimate. In addition, entities should ensure that they are reassessing probabilities 
as new information becomes available and where there is significant uncertainty this may need to be done on a 
more frequent or more detailed basis.

 Examples of pertinent sustainability-related issues that fall under the remit of the Audit Committee:
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Source: Task Force on Climate-related Financial Disclosures Implementing the Recommendations  of the 
Task Force on Climate-related Financial Disclosures (October 2021)

 Overall, the examples above aptly demonstrate the often-pervasive nature of a company’s material 
sustainability matters, typically cutting across economic, environmental as well as social themes. 
Consequently, effective oversight of such matters usually extends beyond the remit or coverage of 
any single board committee.  Even if the focus is narrowed to any one critical sustainability matter, 
oversight responsibilities may likely span multiple board committees. For instance, the example 
below focuses specifically on climate-related risks:

Examples of Climate-Related Risks and Potential Financial Impacts 
Type Climate-Related Risks32 Potential Financial Impacts 

Tr
an

si
ti

on
 R

is
ks

 

Policy and Legal  

 Increased pricing of GHG 
emissions  

 Enhanced emissions-reporting 
obligations 

 Mandates on and regulation of 
existing products and services  

 Exposure to litigation  

 Increased operating costs (e.g., higher compliance costs, 
increased insurance premiums)  

 Write- , asset impairment, and early retirement of existing 
assets due to policy changes 

 Increased costs and/or reduced demand for products and 
services resulting from fines and judgments 

Technology  

 Substitution of existing products 
and services with lower emissions 
options  

 Unsuccessful investment in new 
technologies  

 Costs to transition to lower 
emissions technology 

 Write- d early retirement of existing assets  

 Reduced demand for products and services 

 Research and development (R&D) expenditures in new and 
alternative technologies 

 Capital investments in technology development 

 Costs to adopt/deploy new practices and processes 

Market  

 Changing customer behavior 

 Uncertainty in market signals 

 Increased cost of raw materials 

 Reduced demand for goods and services due to shift in 
consumer preferences 

 Increased production costs due to changing input prices (e.g., 
energy, water) and output requirements (e.g., waste treatment) 

 Abrupt and unexpected shifts in energy costs  

 Change in revenue mix and sources, resulting in decreased 
revenues 

 Re-pricing of assets (e.g., fossil fuel reserves, land valuations, 
securities valuations) 

Reputation  

 Shifts in consumer preferences  

 Stigmatization of sector 

 Increased stakeholder concern or 
negative stakeholder feedback 

 Reduced revenue from decreased demand for goods/services 

 Reduced revenue from decreased production capacity (e.g., 
delayed planning approvals, supply chain interruptions) 

 Reduced revenue from negative impacts on workforce 
management and planning (e.g., employee attraction and 
retention) 

 Reduction in capital availability 

 For the example above, oversight of different aspects may be performed by the company’s 
Sustainability Committee, Risk Management Committee as well as the Audit Committee. 

 It must be emphasised that, notwithstanding the delegation of oversight role and responsibilities 
pertaining to sustainability to other governing bodies, individuals or functions (as deemed 
appropriate), ultimate responsibility still lies with the Board. Hence, the Board should be kept 
informed of the critical developments pertaining to the company’s sustainability matters, especially 
those material to the business, today and into the future.
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Food	for	thought	

• Has the Board identified the position or committee responsible for overseeing the strategic  
 management of the company’s material sustainability matters? Does such personnel or  
 committee have direct access to the Board?

• Is there an avenue or forum for input by the heads of business departments or functions to be  
 considered in the overall formulation of sustainability strategy?

• Does the annual assessment on Board, Board Committees and Directors incorporate  
 sustainability considerations?

• Does the company align remuneration of Directors and Senior Management with performance  
 and progress of sustainability goals and objectives?

[The rest of the page has been intentionally left blank.]
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4.	 Strategic	Management	of	Material	Sustainability	Matters

 The Board should designate specific committees (be it a Board committee or management 
committee), functions and/or individuals to be responsible for the strategic management of the 
company’s material sustainability matters. For instance, this responsibility could be entrusted upon 
a Chief Sustainability Officer, who may work together with the Chief Executive Officer in setting 
sustainability strategies/plans and priorities based on identified sustainability matters, as well as 
reporting to the Board Sustainability Committee (who is tasked with oversight responsibilities as 
delegated by the Board). Alternatively, if a committee-style structure is adopted, a typical example 
would be the establishment of a specific committee comprising the heads of relevant departments 
or functions as well as the Chief Executive Officer and the Chief Sustainability Officer.

 As highlighted earlier, each company should determine the best governance model or structure 
for the strategic management of its material sustainability matters, taking into consideration its own 
distinctive operating context. 

 The roles and responsibilities pertaining to the strategic management may include a combination of 
the following (non-exhaustive):

a) Leading the inculcation of a strong sustainability culture throughout the company;

b) Strategic management of material sustainability matters including (but not limited to):

i) formulating sustainability-related strategies, priorities for Board approval and monitoring 
day-to-day implementation (including assigning of key initiatives and tasks);

ii) developing sustainability-related policies for Board approval and monitoring day-to-day 
implementation;

iii) overseeing the conduct of materiality assessment process including ensuring that 
robust processes are in place for stakeholder engagement as well as identification and 
prioritisation of material sustainability matters;

iv) reviewing the process and outcome of materiality assessment undertaken;

v) ensuring the integration of material sustainability risks and opportunities into business 
processes including the company’s risk management frameworks;

vi) driving the performance and ensuring effectiveness of management of material matters 
including setting performance targets, reporting the progress towards targets set to the 
relevant oversight bodies.

c) Ensuring that sustainability-related issues are taken into consideration in management 
deliberations including when devising business strategies; and

d) Reviewing the company’s Sustainability Statement before obtaining Board approval/
endorsement. 
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Source: Applying Enterprise Risk Management to Environmental, Social and Governance-related Risks 
(2018)

 Overall, those entrusted with the strategic management of material sustainability matters should 
ideally have a direct or close reporting channel to the Board. This is to enhance the effectiveness of 
such functions/departments or individuals in embedding sustainability throughout the company. 

In the same way that ERM is not the sole responsibility of the Chief Risk Officer, management 
of ESG-related risk is not the responsibility of the sustainability practitioner alone. All of 
management should be able to articulate significant ESG-related risks that impact strategy and 
decision-making. Table 1.3 provides examples of risk owners for ESG-related risks, who may or 
may not be ESG specialists.

An emerging trend among some large corporations is to combine the risk and compliance 
function with the function that manages ESG issues (particularly human rights). The change 
comes as part of a growing recognition that protecting the organisation’s reputation and 
mitigating its risks requires a more coordinated and integrated response. Combining these 
functions can give a better view of the risks faced as an organisation and how those risks could 
impact the ability to deliver on strategic priorities. Part of this emerging shift is driven by the 
increased focus of activists using social media to shame entities that displease them and among 
governments to hold companies to account for the impact their decisions have.

[The rest of the page has been intentionally left blank.]
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5.	 Day-to-Day	Implementation	of	Material	Sustainability	Matters

 Apart from putting in place the necessary governance structure to undertake the strategic 
management of material sustainability matters, the company needs to identify the appropriate 
departments, functions or individuals to carry out the day-to-day implementation of sustainability-
related initiatives. For instance, the company may designate certain departments or individuals from 
across departments to carry out planned initiatives on a day-to-day basis. 

 In disclosing the sustainability governance structure put in place to manage material sustainability 
matters via the company’s Sustainability Statement, it is good practice to disclose pertinent details 
on the day-to-day management aspects. Doing so would allow stakeholders to have a more 
complete view of the lines of accountability and also reporting for sustainability.

6.	 Common	Sustainability	Governance	Structures	covering	Oversight,	Strategic	
Management	and	Day-to-day	Implementation

 Thus far, the chapter has covered all main components of a company’s governance structure for 
sustainability (i.e. oversight, strategic management and day-to-day implementation). While certain 
distinctive roles and responsibilities may be well segregated across the different levels, some may 
inevitably overlap, as portrayed in the Figure 3 below:

• Ultimate responsibility

• Ensure business strategy considers sustainability

• Approves sustainability strategy (as delegated by full Board)

• Approves targets and market disclosures (as delegated by full Board)

• Develop sustainability strategy and recommend revision to the Board 

• Oversee implementation of sustaianbility strategy

• Evalute overall sustainability risks and opportunities

• Provides leadership over implementation of sustainability strategy

• Oversees departments/ function in ensuring robustness of system of 
sustainability management

• Consider input of all departments/ function in sustainability processes, 
e.g. facilitate materiality assessment

• Supports strategy implementation
• Ensures processes and controls are in place within its departments/ functions
• Reports on performance of processes and controls
• Reports management targets
• Develops plan and timeline for disclosure
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Figure	3:	Common	sustainability	governance	structures
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 As a further aid to conceptualise the kinds of sustainability governance structures put in place by 
companies, please refer to the examples given below:

Figure	4:	Examples	of	sustainability	governance	structures

Examples:	Governance	structures

The following diagrams further illustrate different governance structures which may be set up 
by an organisation for sustainability management and reporting purpose:

Legend
   governance structures with designated sustainability-related  
   management/reporting responsibility 

   other governance structures

CSO   chief sustainability officer

CEO   chief executive officer

Board

CEO

Occupational	Health	
and	Safety	Department/

Function

Corporate	Social	
Responsibility	

Department/Function

CSO

Risk	Management	Committee Management	Committee

Other	departments/functions

Board	Committees

• The Board is ultimately accountable for managing sustainability matters in the organisation.

• There is no Sustainability Committee at Board and management or working level.

• The Chief Sustainability Officer is the key coordinator in ensuring sustainability matters are 
addressed in each department and works closely with the Risk Management Committee 
and reports to the Chief Executive Officer.

• The Chief Executive Officer is responsible for driving implementation of sustainability 
strategy approved by the Board and reports the progress to the Board.

Example	1:
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Figure	4:	Examples	of	sustainability	governance	structures	(cont’d)

• The Board is ultimately accountable for managing sustainability matters in the organisation.

• A Sustainability Committee is established as a working committee. The Sustainability 
Committee may comprise a Chief Executive Officer, Sustainability Officer and the Heads 
of Department or Functions. The Sustainability Committee will be responsible for the 
implementation of sustainability strategy as approved by the Board.

• The Chief Sustainability Officer coordinates with and provides support to various departments 
or functions on identification and management of material sustainability matters, including 
overseeing stakeholder engagement and materiality assessment, and works closely 
with the Risk Management Committee and the Chief Executive Officer and reports to the 
Sustainability Committee.

• The Board is ultimately accountable for managing sustainability matters in the organisation.

• A Board Sustainability Committee is established, comprising members from the Board. The 
Board Sustainability Committee looks into the organisation’s sustainability strategies, and 
makes recommendations to the Board.

• The implementation of the approved sustainability strategies is driven by the Chief Executive 
Officer, who reports to the Board Sustainability Committee.

• The Chief Executive Officer is assisted by the Risk Management Committee and the 
Chief Sustainability Officer, who coordinates with various departments or functions on 
sustainability matters and oversees engagement with stakeholders and conduct of 
materiality assessment.
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7.	 Accountability	And	Assurance

 Sustainability-related disclosures are becoming increasingly important to stakeholders to 
understand how a company is managing its EES risks and opportunities as well as garnering insights 
on a company’s long-term value creation strategy. In particular, there is heightening expectation 
and also demand for the reporting of clear, robust and credible sustainability-related data. As 
such, when approving the company’s sustainability disclosures for public dissemination (e.g. when 
publishing annual Sustainability Statements), the Board should be satisfied with the accuracy as well 
as completeness of the sustainability information disclosed. To facilitate this, the Board may obtain 
internal and/or external assurance on the disclosures made within or throughout its Sustainability 
Statement. 

 Within the given context, companies that are subjecting their sustainability-related disclosures to 
an assurance process could opt for conducting either an internal review, external assurance which 
should be at minimum limited assurance, or undertake a combination of both. An internal review is 
undertaken by the company’s internal audit function while an external assurance involves engaging 
third-party professionals to obtain an external opinion on the subject matter being assured. 

 For internal review, given the Board’s role in overseeing audit activities, the Board may delegate the 
oversight responsibility for the conduct of audit/assurance activities pertaining to the company’s 
sustainability reporting processes to the Audit Committee. 

7.1	 Areas	covered	by	assurance	process

 In terms of the common areas typically covered during sustainability disclosure-related 
assurance exercises, companies often seek assurance on the veracity of their data (including 
the collection, collation and treatment of data), or the underlying sustainability reporting 
processes. These are discussed in turn below:

7.1.1	 Verification	of	datapoints

 As part of verifying the indicators/datapoints disclosed in the Sustainability Statement 
(whether via an internal review or an independent assurance exercise), companies should 
consider the following:

a)	 Determining	the	subject	matter
 In selection of the subject matter, the company should consider what subject matter 

is most relevant to the company and how assurance verifies the subject matter 
at hand. The subject matter being assured must also be capable of consistent 
evaluation or measurement against the reporting criteria. Companies should also 
take note of factors which may influence the assurance exercise, including the 
company’s systems, processes and regulatory environments which could impact 
the sustainability data being assured. 
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 Examples of “subject matters” include the verification of (non-exhaustive):

• Completeness, accuracy of datapoints/indicators;

• Classification or measurement of datapoints/indicators against specified 
reporting framework methodologies. For example, frameworks that offer 
general or wide coverage of sustainability matters (e.g. GRI, SASB), frameworks 
that revolve around specific sustainability matters (e.g. TCFD, GHG Protocol, 
PCAF in relation to climate reporting) as well as prevailing local regulatory 
reporting requirements; and

• Processes disclosed in the Sustainability Statement such as the stakeholder 
engagement and materiality assessment processes against specified reporting 
frameworks.

b)	 Scope	of	the	assurance	exercise
 Similar to a materiality assessment, the company should specify the scope covered 

by the assurance exercise being undertaken. Key questions for consideration:

• What are the physical	 locations being covered? What is the geographical	
boundary of the assurance exercise?

• Which of the specific entities are being subjected to the assurance exercise? 
What is the organisational	boundary of the assurance exercise?

c)	 Competency	of	the	assurance	team
 The assurance team, be it internal review or external assurance, must possess a 

sufficiently competent level of expertise or knowledge on the subject matter being 
assured. For example, the verification of the subject matter could require specialist 
knowledge and deep understanding of measurement methodologies stipulated in 
international reporting frameworks. 

 In the case of internal reviews undertaken by the company’s internal audit 
function, these specialist skills should be onboarded either via the hiring, training 
or engagement of external subject matter experts for the purpose of the internal 
review exercise.

 For external assurance, the company should closely scrutinise the credibility as 
well as independence of the external assurance team. Credibility is associated with 
the expertise and knowledge that the external assurance team provides, while 
independence reflects that the assurance exercise is conducted in an objective and 
neutral manner. Therefore, credibility, reputation, objectivity as well as neutrality are 
significant factors in the company’s decision to undertake external assurance. 
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7.1.2	Verification	 of	 underlying	 data	 collection	 processes	 which	 underpin	 the	 reported	
datapoints

 Companies with strong data collection and sustainability reporting-related practices may 
extend the coverage of their assurance exercise to cover the verification of processes that 
underpin the indicators/datapoints discussed in 7.1.1.

 As the expectation for companies to undertake assurance exercises grow in the coming 
years or reporting cycles, companies will have to increasingly consider the need to put 
in place robust data collection and reporting-related processes – and consequently 
subjecting these processes to assurance exercises. 

 These are discussed below: 

•	 Data	collection	processes
 At this juncture, data collection processes are often rudimentary in the case of 

sustainability-reporting datapoints and is often facilitated via the use of spreadsheets. 
However, data collection processes will become more robust as companies 
mature in the sustainability reporting journey with integration of review processes, 
leveraging on system and technologies. Once the robust processes are put in place, 
companies may consider undertaking assurance in respect of their data collection 
processes.

•	 Reporting	processes	
 Similar to the case of assuring data collection processes, reporting processes 

could be assessed to determine whether processes are suitable and have sufficient 
trails for future audit and assurance exercises. This is common for larger or well-
established companies which seek assessment on their reporting processes for 
future reporting periods.

 Although data and processes are two of the areas which can be assessed during 
assurance, these areas are not mutually exclusive. Therefore, companies could be 
seeking assurance on one or more areas concurrently.
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7.2	 Continuous	improvement	and	additional	considerations

 Following the conclusion of an assurance exercise, the company should determine how key 
findings from the assurance process undertaken are to be addressed. Consequently, the 
company should formulate corrective action plans to address findings and improve upon 
weaknesses identified. Corrective actions could involve improvement of the company’s data 
collection, processes, systems, and/or other identified areas to address prior to the next cycle 
of reporting and assurance that the company intends to undertake. In implementing corrective 
actions, some considerations for the company include the following:

• Assign	process	owners – Who is responsible, or involved in carrying out such corrective 
actions?

• Identify	the	timeline – When are the corrective actions expected to be implemented or 
completed?

• Mobilise	resources – What degree of manpower, resources, funds and/or other resources 
are needed in carrying out corrective actions?

 Companies should strive to act upon the findings and corrective actions suggested following 
the assurance exercise. As such corrective actions should inevitably lead to improvements in 
the company’s sustainability-related disclosures.

[The rest of the page has been intentionally left blank.]



#beSUSTAINABLE

21

[This page has been intentionally left blank.]




