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DISCLAIMER:
This Toolkit: Management Approach (“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

 The purpose of this Toolkit is to assist listed issuers (“companies”) in understanding and applying 
the different approaches to selecting relevant indicators to measure a company’s sustainability 
performance relating to their economic, environmental and social (“EES”) risks and opportunities 
(“sustainability matters”). In addition, the Toolkit also offers recommendations pertaining to the 
setting of performance targets (including linking performance targets to executive remuneration) 
against these selected indicators.

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

 This Toolkit assumes that the company’s material sustainability matters have already been identified.

 Further guidance on identifying material sustainability matters is available in the Toolkit: Materiality 
Assessment.

2.	 Background

 A materiality assessment enables a company to determine which sustainability matters are material 
to its business and stakeholders. Once material sustainability matters are identified, the next step 
is for the company to develop its position and response with respect to each material sustainability 
matter. The response could be in the form of, among others, developing the relevant policies and 
procedures as well as implementing initiatives, measures and action plans. The degree to which 
companies may adopt their “ESG ambitions” are illustrated in Figure 1 below. 

Source: How to make ESG real, McKinsey & Company, 2022

Figure	1:	Three	levels	of	ambition	in	ESG
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 In this regard, companies should adopt and report relevant sustainability-related indicators to 
facilitate the assessment of progress over time. In addition, the company should set explicit goals 
and targets to provide clear yardsticks to assess progress and performance. In combination, these 
would serve to provide insights or indications of the overall effectiveness or efficiency of the policies, 
measures or actions taken by the company to manage its material sustainability matters.

 Reported indicators collectively become a means of communication between a company and its 
internal and external stakeholders on how the company is addressing their concerns. Apart from 
assessing progress, stakeholders often compare the outputs (in the form of quantitative data) over 
time and against peer companies.

 In general, indicators can be divided into EES indicators. Some examples of these are:

 a) Economic	indicators: income generated for local suppliers, procurement practices;

 b) Social	indicators: number of forced or compulsory labour incidents, accident and injury rates; and

 c) Environmental	indicators: greenhouse gas emissions, waste output, water usage.

 Overall, effective management of material sustainability matters enhances a company’s overall 
resilience and also pre-empts any emerging material sustainability matters that would affect how 
the company runs its business. A company should consider the recommendations below when 
managing its material sustainability matters. 

 This Toolkit covers the following:

 • How material sustainability matters are managed;

 • Selecting appropriate indicators (and corresponding targets) to measure sustainability  
 performance; and 

 • Linking performance targets to executive remuneration.

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

 A company manages its material sustainability matters through, among other measures, the 
development and implementation of the relevant policies, action plans as well as reporting on 
relevant indicators. These elements assist internal stakeholders (e.g. the board and employees) in 
understanding the nature, importance as well as implications of the company’s material sustainability 
matters and ensure that such matters are managed in a coherent manner. The communication of 
a company’s policies, action plans and indicators also assists external stakeholders (e.g. investors, 
finance providers and customers) in understanding the key steps being undertaking by the company 
in addressing its material EES risks and opportunities. Each of these elements is further explained in 
sub-sections below.

	 3.1	 Policies

Definitions
A policy is defined as a set of rules or guidelines which support the company’s approach 
surrounding a particular topic.

1 Adapted from NSW Government Workplace Policies and Procedures Checklist.

In developing policies to manage their material EES matters, a company may undertake the 
following steps1:

Step	1:	Securing	support	from	top	and	senior	management

While it is critical for top and senior management to be supportive of a particular policy, it 
is equally important that they model the expected behaviors and set the tone for the entire 
company. 

Step	2:	Employee	engagements

Once management support for a policy has been secured, employees should be actively 
engaged with a view of seeking employee feedback on a proposed policy. Co-developing 
policies with input from employees serves to empower employees and assist in determining 
how and when the policies may apply to the different operations. At the same time, such 
engagements may also uncover potential unintended outcomes of the policy.  

Step	3:	Defining	key	policy	terms

Key terminologies, practices and expectations should be clearly outlined in the policy. Aspects 
to cover include the applicability of the policy (e.g. to specific processes, or specific functions), 
effective date, implications and/or next steps in cases of non-compliances to the policies.  
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Step	4:	Formalising	and	publicizing	the	policy

Policies should be publicized widely throughout the company with briefings scheduled for 
those impacted. Where the company operates in multiple jurisdictions or has a multi-lingual 
workforce, the policy should be made available in the native language of the employees.  

Step	5:	Training	and	regular	referral

Once established, adequate training should be provided to socialize the policies. If necessary, 
such trainings should be included as part of the onboarding process for new hires.

Step	6:	Implementation

Once the policy has been effected, it is critical that the policy is implemented well. Specifically, 
any instances of breaches should be dealt with promptly as per the procedures set out in the 
policy. 

Step	7:	Regular	evaluation	and	review

Policies should be reviewed regularly to ensure that they remain relevant and in line with 
current developments. Updates to policies should be communicated swiftly. 

[The rest of the page has been intentionally left blank.]
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Definitions
A procedure is defined as the action steps taken by the company towards a particular topic.

When developing action plans, a company should consider

a) the manner; and 

b) scale/timeframes to which proposed initiatives/action plans impact its employees and  
 wider value chain.  

For instance, a company which sets action plans on reducing their overall ‘energy consumption’ 
should provide detailed communications on the following:

	 a)	 Manner
Management may be asked to explore the feasibility of phasing out the use of high-energy 
infrastructures in favour of more energy-saving devices. Alternatively, management may 
be asked to implement load balancing and/or load scheduling systems to reduce overall 
energy consumption. Conversely, employees could be encouraged to reduce energy 
usage while on company premises. 

	 b)	 Scale/timeframes
Companies should also clearly indicate the timeframes associated with their action plans. 
For instance, certain action plans, such as the phasing out of high-energy infrastructures 
may span a number of years and across multiple locations. Conversely, certain initiatives, 
such as the “Earth Hour” are one-off in nature. 

In this regard, clear disclosures on the scale/timeframes of the action plans accompanied 
with ‘progress reports’ as to whether these action plans are ‘completed’, ‘on-going’, or 
‘will be carried’ out in future years will also serve to provide additional insight into the 
company’s management of their material sustainability matters. 

	 3.2	 Action	plans

Once the necessary policies have been set, companies then develop a series of action plans 
to put in place as well as to improve on their sustainability practices. It is worth noting that 
the term ’action plan’ is often used in an interchangeable manner with other common terms 
including ‘action steps’, ‘measures taken’, ‘initiatives’ and/or ‘procedures’.
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Definitions
Absolute indicators are defined as indicators that have units of measurement in absolute 
terms. For example, indicators of greenhouse gas emissions are classified as absolute 
indicators since they are measured in a single unit, such as carbon dioxide equivalent 
(”CO2e”) or tonnes of carbon dioxide (“tCO2”).

Intensity indicators are defined as indicators where the unit of measurement is relative to 
the company-chosen metric. Using indicators of greenhouse gas emissions as an example, 
units of measurement could be tonnes of carbon dioxide per unit of production (“tCO2/unit 
of production”) or kilograms of carbon dioxide per volume (“kgCO2/m3”).

Common [C] Indicators are defined as the prescribed indicators associated with the 
common sustainability matters that are deemed to be material for all Main Market listed 
issuers (as per Annexure PN9-A) and ACE Market listed corporations (as per Annexure 
GN11-A) regardless of size or sector. 

Sector-specific [S] Indicators refer to indicators pertaining to sustainability matters which 
are deemed to be material to specific sectors. Sectors indicated reflect Bursa Malaysia’s 
sector classification of applicants or listed issuers/corporations.

	 3.3	 Indicators

Adoption and reporting of relevant indicators facilitate stakeholders’ assessment of progress, 
effectiveness or efficiency of a company’s policies, measures and/or actions in managing its 
material sustainability matters. Within this context, it is important that companies understand 
the following terminologies:

In selecting relevant indicators to measure and communicate their sustainability performance, 
companies should, at a minimum, include the Common Indicators identified by the Exchange2,3, 
as well as consider the following:

a) Indicators pertaining to sustainability matters deemed relevant to the company’s specific 
sector as suggested in the Guide;

b) Indicators prescribed by international sustainability reporting frameworks and standards 
(e.g., Global Reporting Initiative (“GRI”), Sustainability Accounting Standards Board 
(“SASB”), sustainability standards issued by the International Sustainability Standards 
Board (“ISSB”)); and

c) Indicators adopted by peer companies in the same sector.

This is covered further in Section 4 below. 

2 Bursa Malaysia Securities Berhad, Practice Note 9, Risk Management and Internal Control, Corporate Governance and Sustainability Statement
3 Bursa Malaysia Securities Berhad, Guidance Note 11, Risk Management and Internal Control, Corporate Governance and Sustainability Statement
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4.	 Selecting	 appropriate	 indicators	 (and	 coresponding	 targets)	 to	 measure	 sustainability	
performance

 Globally, there is a paradigm shift in how businesses as well as stakeholders conceptualise 
important drivers for value creation by a company, especially over the long-term. Financial results 
are now coupled with various EES measures to allow stakeholders to have a more holistic view of a 
company’s performance. 

 Recent developments by the Task Force on Climate-related Financial Disclosures (“TCFD”), Taskforce 
on Nature-related Financial Disclosures (“TNFD”), as well as the formation of the ISSB indicate a 
strong demand by stakeholders, especially investors, for information on companies’ management 
of significant risks and opportunities, especially in relation to the achievement of business strategy 
and to promote sustainable development. 

 In this regard, measuring and reporting on sustainability performance is a good way of keeping a 
company accountable. The amount of effort and resources expended to embrace sustainability, 
supported by collation and reporting of relevant data, will allow a company to make a strong business 
and moral case in maintaining its license to operate conferred by key stakeholders, especially 
investors. This is truer today compared to 20 years ago as investors are increasingly demanding 
information from companies related to their EES performance. Performance data encapsulated 
within reported indicators have the potential to influence their investment decisions as their main 
role is to reduce pre-decision uncertainties such as a company’s ability to weather foreseeable 
climate change impacts (e.g. water scarcity) on its business operations. 

 Sustainability indicators also serve as a useful management tool for a company as they provide early 
warning of emerging sustainability risks, allow for benchmarking with competitors and highlight 
areas for improvement as well as indicating whether its business is ultimately creating long-term 
value to its stakeholders and society at large. Therefore, it is crucial that a company ensures the 
accuracy, completeness and relevance of the data being reported.

 On occasion, an indicator will be related to qualitative information rather than a quantitative measure. 
This is generally the case for social indicators. For instance, environmental indicators such as carbon 
footprint and waste generation are readily computable and straightforward, however measuring 
the company’s social impact on the local community may be harder to quantify such as expertise 
developed in the community through initiatives carried out by the company. Such social impacts 
may, however, be indirectly reflected in other areas such as increased income, improved quality of 
life or reduced ill-health.

 Despite these challenges, measuring this kind of information often proves to be valuable as it can 
trigger changes in a company’s approach to tackling a particular sustainability matter. For example, 
if a company deduces from its measurement that the expertise provided did not meet the full needs 
of the community to support their business operations, the company may opt to provide a more 
diverse type of skills training to the community. However, without measuring the right information, 
this issue may escape the attention of management.
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 Ultimately, the practice of measuring and reporting sustainability indicators not only informs 
companies and stakeholders about the impacts their operations have on the environment and 
society but also highlights the prevailing risks, potential opportunities and possibilities for enhancing 
their business performance.

 The key steps for measuring and reporting sustainability indicators are:

Figure	2:	The	key	steps	for	measuring	and	reporting	sustainability	indicators

	 4.1	 Choosing	relevant	indicators

For each sustainability matter that requires a response, a company may consider adopting 
related indicators that are in line with or reflect its strategic objectives or it may opt to use 
“off-the-shelf”  indicators recommended or stipulated by international sustainability reporting 
standards/frameworks (e.g. GRI, SASB).

Choose
relevant 

indicators

Determine a 
baseline

Set 
performance 

targets

Measure 
progress

Report

[The rest of the page has been intentionally left blank.]
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In 2019, Corporate Knights published the eighth edition of their analysis of sustainability 
disclosure trends pertaining to companies listed in the world’s stock exchanges. The review 
was based on seven generic quantitative indicators of corporate ESG performance broadly 
relevant for companies in all industries: payroll; greenhouse gas (“GHG”) emissions; energy use; 
water use; waste; injury rate; and employee turnover. The indicators are illustrated in Figure 3 
below.

Figure	3:	Selection	of	sustainability-related	indicators

However, reporting on generic indicators may not always be the best course of action for 
a company. It is important for the company to consider its specific circumstances such as 
business model and strategic objectives before deciding on the most appropriate indicators.

For example, a manufacturer producing and selling low-cost goods in high volume might 
want to focus on its production line speed, while another manufacturer producing high cost 
components in smaller quantities might focus instead on reducing production line errors that 
result in defective units. This illustrates two manufacturers that are setting different types of 
indicators, aligned with their desire to ensure cost efficiency.

A company may also look to report indicators that are generally adopted by other companies 
in its sector. Numerous industry bodies assist companies by publishing guidance papers on 
benchmarking comparable indicators with other players in the sector. 

The box on the next page illustrates the progress made by the consumer goods sector4 in efforts 
to manage sustainability matters that are deemed material to the sector. More specifically, 
key players in the sector have collectively identified a list of common material sustainability 
matters as well as selected tools for companies operating within the sector to utilise as they 
begin managing these matters.

4 For more information, prefer see  http://www.theconsumergoodsforum.com/

Source: Adapted from Measuring Sustainability Disclosure, Corporate Knights, https://www.corporateknights.com/
wp-content/uploads/2021/08/CK_StockExchangeRanking_2020.pdf

https://www.corporateknights.com/wp-content/uploads/2021/08/CK_StockExchangeRanking_2020.pdf
https://www.corporateknights.com/wp-content/uploads/2021/08/CK_StockExchangeRanking_2020.pdf
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Figure	3:	Selection	of	sustainability-related	indicators

4 For more information, prefer see  http://www.theconsumergoodsforum.com/

Sector	Focus:	Consumer	Goods

The Consumer Goods Forum (“CGF”) brings together its members of consumer goods 
manufacturers and retailers to work towards tackling some of the industry’s most pressing 
issues on a global scale, namely:

• Climate change;

• Food waste;

• Compliance with good working and environmental practices;

• Food safety;

• Health and wellness; and

• End-to end value chain and standards.

As a first step, CGF’s members can consider focusing on sourcing, materials usage and 
energy intensity, which can reduce operating costs.

The CGF has also been working to create a harmonised measurement system to enable 
all its members to essentially speak the same language when disclosing their impacts. 
Development is currently focused on carbon emissions and other GHG not only for direct 
business activities, but also for the lifecycle of the products and services sold.

The CGF recommends the following sites for reference to carbon measurement methods:

1.	 GHG	Protocol
 The GHG Protocol provides accounting and reporting standards, sector guidance, 

calculation tools, and trainings for businesses and governments. It establishes a 
comprehensive, global, standardized framework for measuring and managing GHG 
emissions from private and public-sector operations, value chains, products, cities, 
and policies.

2.	 CDP	(formerly	known	as	the	Carbon	Disclosure	Project)
 CDP provides insight into the type of information investors analyse when considering 

climate change, water and supply chain issues of organisations.

3.	 United	Nations	Environment	Programme	–	Lifecycle	Management
 This brief gives examples of how global businesses are using lifecycle management 

to reduce, for instance, their products’ carbon, material and water footprints, as well as 
improve the social and economic performance of their offerings in order to ensure a 
more sustainable value chain.

4.	 International	Standards	Organisation	(“ISO”)	–	Sustainable	procurement
 ISO has developed criteria for sustainable procurement expressed in ISO 20400:2017 

- Sustainable procurement – Guidance

5.	 The	Sustainability	Consortium
 The Sustainability Consortium convenes a group of diverse stakeholders to work 

collaboratively to build science-based decision tools that address sustainability issues 
that are materially important throughout a product’s supply chain and lifecycle.
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	 4.2	 Determining	a	baseline

  For the purpose of this Guide, a baseline refers to the base year. A base year is a fixed reference 
point against which all collected data can be compared. Companies generally set a base year 
as an anchor to contextualise the magnitude of progress made year-on-year for each of their 
material sustainability matters.

  To develop a base year, a company may begin with collecting historical information related 
to the sustainability matters and indicators it has identified, from relevant departments and 
personnel. Collaboration between different departments and personnel would allow the 
company to understand the nature of the work across its business and find the best method to 
measure, analyse and report that information. This also allows the company to get a sense of 
how well it may be achieving its strategic objectives pertaining to sustainability.

  In setting a base year, companies may adopt the following steps. The example below is an 
illustration of how a base year can be selected with respect to the “waste generated” indicator:

  In order to maintain consistency, base year data needs to be recalculated when there is a 
change in the company, for example, divestments or outsourcing of operations. In the case of 
divestment, the company would need to recalculate its base year information to exclude data 
from the divested entity whilst an acquisition will require the company to include data from the 
newly-acquired entity.

Establish	the	base	year
Choosing a base year depends on how far back the company is willing to go in order to obtain a 

robust base year, e.g. the company chooses 2016 as the base year because it is able to gather full 
set data for a majority of its material sustainability matters in that year.

Identify	data	sources
e.g. in order to measure the amount of waste produced, the company checks its waste collection 

records and waste sold/disposed records.

Find	and	evaluate	other	data	sources	to	assess	the	quality	of	existing	data	source
e.g. the company compares the amount of waste produced against the amount of waste recycled 

and disposed to ensure that both the data tally.

Calculate	base	year	data
e.g. the company calculates and determines the amount of waste it produced during the base year.

Figure	4:	Steps	in	choosing	a	base	year
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  Base year data can be collected by way of a self-audit or by bringing in external expertise 
(e.g. energy audits to identify emission sources and energy saving methods). Beginners may 
need assistance in setting up systems to measure and track sustainability-related information. 
Professional advisers may assist in this aspect. On the other hand, there may also already be 
internal systems in place for collecting the data in question. A company may only need to 
assess data quality and ensure information is reported in a timely manner.

Food	for	thought:	Base	year	calculation

The Science-Based Targets Initiative (“SBTi”) puts forward several recommendations on 
the selection of indicators to reflect performance for a particular matter; and base year. The 
following are adapted recommendations that may be applied by all companies:

1. Verifiable data surrounding the sustainability matter should exist;

2. Base year should be representative of a company’s sustainability matter’s performance; and

3. The base year chosen should have sufficient forward-looking ambition.

Food	for	thought:	Normalisation	of	data

When measuring performance data, try to record it as a ratio/intensity indicator. This 
enables comparisons across different operations within the Group, different companies 
within the same industry as well as comparisons over time.

Impacts you are reporting (e.g. energy consumption or emissions) can be divided by a 
suitable activity metric (e.g. units produced or full time equivalent staff) or a financial metric 
(e.g. per million turnover in MYR).

Companies in a different industry generally use differing methods of measuring such 
performance data. Manufacturing companies generally use units produced as a measure 
however those with retail operations or office space may normalise against floor space.

An activity ratio is suitable to compare across companies with similar products while a 
financial ratio allows comparison across different products. For example, a financial ratio 
can be applied to compare a conglomerate’s plantation business performance against its 
property development operations.

Source: Adapted from the ‘Science-Based Target Setting Manual’, Science-Based Targets, 2020
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	 4.3	 Setting	performance	targets

 Setting performance targets can drive the desired behavioural change within a company to 
achieve its business strategies pertaining to sustainability. Within this context, we will discuss 
the setting of:

  a) Goals

 Goals can be viewed as statements (quantitative or qualitative) of what a company wants 
to achieve and by when.

  b) Performance	targets

 Targets (quantitative) are part of the process of achieving goals and can be defined as 
smaller steps taken. Targets should be aligned with the purpose and deadline of the 
company’s goals.

	 	 4.3.1	 Setting	goals

 The quality, quantity, scope and aggressiveness of sustainability goals across sustainability 
reports tend to vary widely, from those which are clearly measurable (and, therefore, 
manageable) to those which are broad aspirational-type statements which offer little 
indication of how progress will be identified. Quantitative goals and targets are, therefore, 
typically more credible compared to non-quantitative ones since they can be measured, 
tracked and compared with other companies by stakeholders. Goals that have been set 
for the company’s material sustainability matters should also align with the company’s 
strategic objectives.

 Furthermore, not all goals and targets are created equal. Public goals and targets create 
more impact than internal goals and targets as it garners stakeholders’ attention, and 
enhances a company’s credibility with its stakeholders. There is recognition that setbacks 
are an integral part of a company’s sustainability journey so not all goals and targets set 
may be ultimately achieved. Even so, the transparency arising from a setting clear goals 
and targets is paramount to gain the trust of stakeholders.

Finding	the	Balance	in	Goal	Setting

Goal-setting often backfires when the characteristics of good goal-setting are not 
considered. (See target setting section below for further information).

Setting a goal that is too ambitious may cause those tasked with achieving it to cut 
corners, make costly mistakes or resort to unethical behaviour to meet their deadlines.

Conversely, when goals are too conservative or “soft”, they will not generate the 
enthusiasm or drive needed to motivate employees.

Setting targets as milestones will help a company recognise some of the signals of a 
weak goal. For example, achieving the goal much earlier than expected may indicate 
that goals set could have been more aggressive. The company may then opt to revise 
its goals to keep the momentum going for the rest of the timeframe.
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	 	 4.3.2	Setting	performance	targets

 Targets relate to the indicators a company has chosen to adopt, monitor and report on 
(as explained earlier) and will provide clear indications of what it wants to achieve, how it 
wants to achieve it, and by when. Companies should start by ensuring that the targets set 
are SMART, which are:

 Specific - the target must address issues specific to the company. Relevance is key to 
ensure the buy-in from all levels of the company. Employees who are in the dark about 
why they are collecting, measuring and reporting are less engaged and more likely to be 
indifferent towards the results. The company should consider the following:

• Are all the involved parties aware of their roles?

• Have all aspects of this target been clearly defined (What, Why, When, Who and 
How)?

	 Measurable - an attribute that applies across the board to any objective, goal, target and 
indicator. This requires the company to set targets that are quantifiable.

 Achievable – targets are achievable only if the company has the means to accomplish 
it. This includes the appropriate knowledge, skills, and abilities. The target should be 
appropriately “stretched” to make the relevant departments/personnel feel challenged. 
The company should consider the following:

• Has someone else achieved this target or something similar before?

• Do the departments/personnel have access to the resources required for this 
target?

• Has the company assessed all the limitations/ hurdles to achieve this target?

 Realistic – setting realistic objectives means being fair to the parties who will have to meet 
them. Challenging targets are not discouraged, but the target must take into account the 
available resources, capital and circumstances at hand. A target that is not realistic may 
not be achievable. The company should consider the following:

• Who (e.g. departments, personnel) will be in charge of meeting this?

• Do they have the capacity to do this efficiently and effectively?

• Has this target been prioritised appropriately? (if it is not a priority, it is achievable but 
not realistic)

 Time-bound – a clear sense of the timeframe serves as a better driver for employees 
and increases their accountability for achieving the set target. Timeframes for the targets 
should coincide with measurement, for example “reduce resource usage by 10% based 
on 2018 production rates while maintaining the 2018 quality rejection rate in the next 
eighteen months” is much better practice compared to open-ended targets such as 
“reduce our resource usage by 10% without compromising quality”.
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 Once the company has determined its own set of targets, it should:

• Engage	with	 its	 internal	and	external	stakeholders	– understand the processes 
taking place and what improvements may be needed to address material 
sustainability matters, as well as measurement and collection of information. This is 
to determine what the status quo is and take into account what will be required to 
achieve the desired goals and targets.

• Develop	implementation	strategies – including, among others, policies, measures 
and actions to support the achievement of the targets it has set. These strategies are 
ideally developed alongside the targets.

• Internal	sign-off - Once the targets have been agreed by all the relevant stakeholders 
i.e. those requesting the information and those who will be required to collect the 
information (internal and external), escalate them to the senior management and/ 
or the Board for agreement and approval. The Board’s endorsement of these goals 
will better ensure the implementation strategies and measurement and collection 
of information on the company’s progress towards its goals and targets will be 
performed. The Chief Executive Officer (“CEO”) or Chief Sustainability Officer may be 
the main driver of the company’s sustainability goals and targets. 

 For further guidance on establishing a governance structure based on the needs of the 
company, please refer to the Toolkit: Governance.

Food	for	thought:	Science	Based	Target	initiative

The SBTi was formed in 2015 through a joint partnership between CDP, the UN Global 
Compact (“UNGC”), the World Resources Institute (“WRI”) and World Wildlife Fund 
(“WWF”), with the aim to increase the number of businesses adopting science-based 
targets; a set of targets developed by a business to provide it with a clear route to 
reduce GHG emissions. An emissions reduction target is defined as ‘science-based’ 
if it is developed in line with the scale of reductions required to keep global warming 
below 2°C from pre-industrial levels.

These targets are based on the concept of a global carbon budget. By accounting 
for the GHG emissions that have been put into in the atmosphere since the industrial 
revolution began, and having a good understanding of how these affect the climate, 
it is possible to estimate the level of further emissions that can still be put into the 
atmosphere and have a good chance of maintaining global warming levels below 2°C.

The initiative helps businesses commit to and meet science-based targets by 
independently assessing and approving any targets that are set, and offering resources, 
workshops and guidance to reduce any barriers to adoption. The initiative’s overall aim 
is that by 2020, science-based target setting will become standard business practice 
and corporations will play a major role in driving down global GHG emissions.

Further information on the SBTi here  https://sciencebasedtargets.org/

Source: Adapted from https://www.carbontrust.com/news/2018/09/what-exactly-is-a-science-based-target/
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Food	for	thought:	Comparing	against	sector	benchmarks

New reporters will need to set targets based on their resources and capabilities. However, 
as a company matures in data management and reporting methods, it may look to the best 
performers in its sector to benchmark and analyse its progress against their performance.

However, benchmarking performance within the sector is often challenging due to variations 
in data scope and methodologies. In order to achieve some level of harmonisation across 
sectors, a company may consider referring to guidance provided by relevant industry bodies, 
such as International Council on Mining and Metals (“ICMM”) and International Petroleum 
Industry Environmental Conservation Association (“IPIECA”), which advise industry players 
on managing sector-specific sustainability matters associated with their activities.

Beginners may also look at the publicly declared goals and targets of their competitors 
for reference. In addition, a company could also perform a gap analysis to determine how 
it is performing thus far in managing its material sustainability matters compared to its 
peers. Following that, it may start putting measures and action plans in place to improve 
management, capture and report the results.

	 4.4	 Measuring	progress

 After setting the relevant goals and targets, a company will need to implement a process 
to monitor and report the progress of these targets on a regular basis. Monitoring progress 
on a weekly, monthly or quarterly schedule (as the company sees fit) allows the company to 
closely track its performance and determine if any change is required to ensure its targets 
are still achievable. The company may also consider customised information management 
systems to capture the sustainability information, but often, others have found that simple 
Excel spreadsheets work equally well and are more cost-effective to track sustainability data 
required for reporting. Figure 5 illustrates a company’s monthly energy consumption against its 
2025 energy consumption target.

Figure	5:	Example	of	progress	tracking:	measurement	of	a	company’s	electricity	consumption
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 The chart above depicts the tracking of a facility’s energy consumption on a monthly basis. This 
information can be gathered based on meter readings and/or electricity bills. This data can be 
captured in an Excel spreadsheet and presented in the manner above to facilitate discussion. 
Such information can be presented during management meetings to inform all process owners 
about the company’s performance so far. 

 Where targets are not met, management will be able to brainstorm and gear the company 
towards improvement. For example, in the chart above, the company exceeded the threshold 
of 480 kWh per Full Time Equivalent in March and April for its reporting year 2021. However, the 
average kWh throughout the year remained below the threshold. Nonetheless, management 
should investigate the cause of the spike in electricity consumption and put in place measures 
to reduce it to below the threshold.

	 4.5	 Reporting

 Prior to reporting, companies must set clear data definitions, conduct diligent reviews and 
provide training to ensure that the data being collected is reliable. Anomalies and variations in 
the data should be examined to identify any error. 

 In accordance with the Listing Requirements, companies are expected to provide, at a 
minimum, three years’ worth of data on a rolling basis in respect of reported indicators. This is 
to be supplemented with the disclosure of performance targets (if applicable). The consistent 
reporting of relevant indicators and associated performance targets enhances overall 
accountability, transparency and also credibility pertaining to the company’s sustainability 
performance. To provide additional context, the company should also explain the trends 
reflected by reported indicators including areas where the company did well alongside those 
that need to be improved.

 Critically, external assurance is an option for giving additional credibility to the quality of a 
company’s indicator data. However, bearing in mind the cost of external verification the 
company may initially opt to implement internal reviews before eventually progressing towards 
undertaking independent assurance. 

Further information on assurance is provided in Toolkit: Governance. 

5.	 Linking	performance	targets	to	executive	remuneration

As discussed above, companies are expected to manage their material sustainability matters via 
the establishment of the relevant policies, action plans as well as reporting on their progress of the 
same via selected indicators. This should be supplemented with the adoption and disclosure of 
performance targets in respect of reported indicators, where applicable.

Given the heightened attention given to the strategic management of sustainability matters in recent 
years, there have been increasing calls for sustainability-related performance targets to form part of 
the criteria for assessing executive remuneration (i.e. boards and senior management). 
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When companies decide on which performance targets to link to executive remuneration, they 
should consider, amongst others the following5:

a)	 Types	of	performance	targets
 While quantitative targets in relation to reported indicators are more objective and observable, 

these targets may result in more narrow views in managing what are complex material 
sustainability matters. Hence, it may be necessary to supplement quantitative targets with 
qualitative targets for aspects or areas that more multi-faceted or more difficult to quantify. 

b)	 Methods	of	incorporating	ESG	considerations	into	remuneration	plans
 Methods for consideration include:

• A weighted approach where performance targets are accorded a weightage that is 
directly part of the payout formula. 

• A “modifier” or “multiplier” approach where modifications are built into the payout formula 
upfront for selected performance targets.

• An “underpin” approach (also called “hurdle”, “trigger” or “tripwire”) where thresholds or a 
basic level of performance is required for some or all of the payout. 

c)	 Weightage
 The weightage accorded to ESG-related performance targets should be sufficiently meaningful 

to influence behaviour. Surveys show that weightings of 5% to 25% for ESG metrics are relatively 
common globally for companies.

d)	 Short	term	versus	long	term	incentives
 Ideally, a combination of both short-term and long-term incentives should be utilised. Long-

term incentives serve to motivate executives to adopt a longer-term view while short-term 
incentives serve to recognise their progress in meeting (possibly annual) key milestones.

e)	 Internal	targets	versus	external	benchmarks
 Internally determined performance targets typically take into consideration the company’s 

distinctive context and, therefore, may be more suitable in driving the desired behavioral 
changes. On the other hand, adoption of more standardised or common industry/sector 
benchmarks as performance targets increases objectivity and provides a more robust basis 
for performance assessment. In practice, companies should endeavour to adopt a mix of both 
types – possibly starting with internal targets before moving onto adopting external sector/
industry benchmarks. 

f)	 Balancing	objectivity	and	discretion
 It is unlikely that any objective measure could comprehensively capture all relevant aspects 

of performance pertaining to a company’s material sustainability matters. Therefore, some 
subjective measures and the exercise of judgement will likely be necessary. Whether objective 
metrics, subjective performance evaluations or a combination of both are used, the key is good 
remuneration governance, transparency, and engagement with stakeholders.

5 Adapted from “Integrating ESG Factors into Executive Remuneration”, SFIA and CPA Australia, 2022
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Figure	6:	Questions	for	Remuneration	Committees	and	Boards	of	Directors	in	linking	ESG	
performance	targets	to	executive	remuneration	6

Additional Resources
The following are supplementary resources for this Toolkit:

1.	 Global	Reporting	Initiative	(“GRI”)	Standards	 
 https://www.globalreporting.org/

2.	 Sustainability	Accounting	Standards	Board	(“SASB”)	Standards	 
 https://www.sasb.org/

3.	 International	Sustainability	Standards	Board	(“ISSB”)	 
 https://www.ifrs.org/groups/international-sustainability-standards-board/

4.	 Task	Force	on	Climate-related	Financial	Disclosures	(“TCFD”)	 
 https://www.fsb-tcfd.org/

5.	 Science-based	Targets	Initiative	(“SBTi”)	 
 https://sciencebasedtargets.org/

6.	 Centre	for	Sustainable	Organisations	(“CSO”)

 https://www.sustainableorganizations.org/

7.	 Taskforce	on	Nature-related	Financial	Disclosures	(“TNFD”)	 
 https://framework.tnfd.global/

8.	 Carbon	Disclosure	Project	(“CDP”) 
 https://www.cdp.net/en

6 Adapted from “Integrating ESG Factors into Executive Remuneration”, SFIA and CPA Australia, 2022
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