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ESG-Related Risks and Management: A Practical Guide for Listed Company

The importance of ESG

Integrating ESG (Environmental, Social, and Governance) concepts into strategic corporate
management is a critical method to protecting and enhancing the company's value while also assuring
sustainability and meeting the interests of stakeholders. Integrating ESG into organizational
management necessitates significant thinking. ESG activities bring value only when they address
material ESG issues. However, allocating attention to non-material ESG issues can drastically
destroyorganizational value. According to research, such errors can reduce a company's valuation by

more than 10%.

Integrating ESG in Corporate Strategic Management

Organizations should incorporate ESG management into their strategic corporate management
practices. One useful strategy is to view ESG risks as a subset of business risks. Thus, managing ESG
risks is compatible with the COSO 2017 Enterprise Risk Management (ERM) paradigm, which smoothly
integrates risk management into strategic corporate governance and management. Furthermore, the
linked nature of risks and business performance emphasizes the importance of ESG risk management

as integral part of strategic decision-making.

ESG Risk Management under the COSO 2017 ERM Framework

The following describes how ESG can be integrated into the core components of the COSO 2017 ERM

framework.

1. Governance & Culture: Boards and CEOs must set a clear tone at the top, indicating their strong
commitment to ESG problems through constant monitoring. Companies that want to push their ESG
agenda may form dedicated ESG committees or specialized teams to spearhead these ESG-linked

projects.

2. Strategy and Objective Setting: ESG factors should be integrated into the strategic planning

process, starting with SWOT analysis. Tools like the Balanced Scorecard (BSC) can help link ESG
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objectives and efforts to value development targets. A double materiality assessment ensures the

identification of material ESG concerns that are important to both the organization and its stakeholders.

3. Performance: ESG risks should be prioritized similarly to other business risks. While ESG-related
risks are not usually expressly identified, they frequently materialize as reputational or legal threats.

Levels of ESG-related risks that exceed acceptable criteria must be mitigated.

4. Review and Revision: Companies must constantly examine their risk management systems,

particularly those that address ESG issues, to ensure their continued relevance and efficacy.

5. Information, Communication and Reporting: Timely ESG reporting, in accordance with international
standards such as IFRS S1 and S2, which are poised to become worldwide benchmarks, is crucial.
Furthermore, firms that use technologies such as dashboards to evaluate performance and risk levels
can provide management and staff with practical insights into how to effectively monitor and manage

ESG issues.

Conclusion

Effective ESG management contributes to corporate sustainability and value. Integrating ESG
considerations into strategic corporate management is possible by recognizing ESG risks as business
risks and applying the COSO 2017 ERM methodology. Companies must, however, ensure that their
ESG initiatives focus on material issues to generate true corporate value. A double materiality
assessment is an important step in identifying significant ESG concerns that are relevant to both

business and stakeholder interests.

Keywords: ESG (Environmental, Social, and Governance), sustainability, risk management, double

materiality assessment, ESG disclosure.



