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Is ESG another
Washington Consensus?

By DR MOHD AFZANIZAM ABDUL RASHID

HE transition towards greener

economy has always been

associated with environmental,

social and governance (ESG). The
trend has gained further momentum as the
investing community have shown their
commitment to invest based on the ESG
principle.

In particular, the institutional investors
have increasingly pledged their allegiance to
this new way of doing business. As of Sept
30, 2023, there are 5,337 signatories of
Principle for Responsible Investment (PRI) of
which 734 are asset owners with total assets
worth US$121.3 trillion. Most are located in
the United States, the United Kingdom and
Ireland, France, Germany and Austria with
total signatories of 1,064, 846, 408 and 337.

Meanwhile, the number of signatories in
China, Japan and the rest of Asia stands at
139, 125 and 266 respectively.

In that sense, the ESG principles have
been well embedded among the western
countries.

Global race

Interestingly, the amount of greenhouse gas
(GHG) emission in the US had peaked in
2001 at 7188.2 million tonne and has
progressively been on a declining trend to
5,615.6 million tonne in 2020 before it
picked up again to 6,017.4 million tonne in
2022.

Similarly, the GHG emission in the UK had
dropped from 872 million tonne in 1970 to
426.6 million tonne in 2022. In the same
vein, Germany and France have
demonstrated a steady decline in GHG
emission from 1,322.1 million tonne and
637.7 million tonne in 1970 to 784.0 million
tonne and 430.4 million tonne respectively
in 2022.

Meanwhile, the situation in Asia was
completely the opposite.

The GHG emission for China and India has
accelerated from 2,142.6 million tonne and
817.9 million tonne in 1970 to 15,684.6
million tonne and 3,943.3 million tonne in
2022.

Similar trajectory was also observed in
Indonesia, Vietnam, Cambodia, Thailand,
Malaysia, Philippines and Singapore.

Obviously, the developed countries have
the head start in the global race for lower
GHG emissions.

While the intention towards a greener
world is noble, there is always pockets of
concern that is worth mentioning. To some
degree, it felt like a déja vu when the
prevailing ESG euphoria seems to resonate
well with the Washington Consensus in
1989.

It was a term that was associated with
level of agreement with the International
Monetary Fund (IMF), World Bank and US
Department of Treasury for reforming the
global economy as a result of the collapse of
communism back then.

There are 10 economic reforms agenda

which includes fiscal discipline, subsidies
rationalisation, tax reform, competitive
exchange rate, privatisation of state
enterprises, trade liberalisation and
deregulation among others.

Renowned economist Joseph Stiglitz who
is the former World Bank chief economist
has shared his critics in his book
Globalization and its Discontent on how
globalisation move was carried out in the
1990's. It has led to the macroeconomic
imbalances among the developing
economies as there were not enough time
for the capacity building to occur and the
implementation of the reforms were
deemed reckless.

The Asia Financial Crisis in 1997-98 was
one of the main highlights as many Asian
countries were experiencing an overheating
economy as a result of the rapid expansion
in investment.

Balancing act

In a grand scheme of things, a move
towards embracing the ESG has to be
wholesome.

At the current juncture, there has been
excessive focus on ‘E' while 'S’ and ‘G’ seems
not to be getting an equal treatment. Not to
mention that lower GHG trajectory among
the developed countries would give them
the upper hand in a bid to move towards
sustainable environment. It will put the
developing economies at a disadvantage
position as their production activities

continue to emit higher GHG.

It appears global capital owners may not
keen to invest in this economy if they are
not in compliance with the ESG requirement.
This might accentuate the degree of
economic inequality between the developed
and developing countries.

Also, some might see this as a form of
protectionist policy as developing countries
are being constrained by the set of rules
which they are not ready to comply.

As such, it begs the question on how
much weight one should assigned for each
letter of the ESG. This can be quite
theoretical question which will require an
empirical study to determine the right
weight for each letter. Also, having an
independent organisation to rate and score
the ESG is a must have ingredient in order
to improve the ESG credibility.

Towards a civilised world

At the end of the day, it's about achieving a
living standard that covers all areas.

An environment that is clean where
everyone could breath a fresh air that can
last for many generations.

A harmonious society that can earned a
decent income which can support their
family and along the way, can help others
via philanthropy activities.

Good governance would ensure everyone
are on its toes when it comes to assuming
any responsibilities.

If it plays out well, then ESG will be a key
catalyst to a civilised world.
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NOV 5

® Bursa Malaysia has unveiled its ESG Re-
porting Platform, which will act as a repository
for disclosures conforming to the prescribed
format mandated under its enhanced sustain-
ability reporting requirements introduced on
Sept 26, 2022.

Bursa Malaysia chief regulatory officer
Julian Hashim said the stock exchange is
implementing the enhanced sustainability
reporting requirements for listed issuers in a
phased approach, accompanied by support-
ing user guides and illustrative toolkits.

® Bursa Carbon Exchange (BCX), a
wholly-owned subsidiary of Bursa Malaysia,
has signed a memorandum of collaboration
(MoC) with Sarawak Energy Bhd, Hydropower
Sustainability Alliance (HSA) and the I-REC
Standard Foundation. The signing took place
during the 28th United Nations Climate
Change Conference of Parties (COP28) held in
Dubai, United Arab Emirates.

In a statement, Bursa Malaysia said the
four-way MoC brings together a collaboration
between Malaysian and international organi-
sations in paving the way for the offering of
renewable energy certificates on the Bursa
Carbon Exchange, Malaysia's voluntary carbon
market exchange.

NOV 6

® Sarawak Premier Tan Sri Abang Johari
Tun Openg says the development of two ded-
icated undersea cables to Peninsular Malaysia
and Singapore to channel its hydropower en-
ergy is under discussion in a move to amplify
the use of renewable energy.

“We are now discussing with the federal
government, but first is the question of
whether we have the excess energy.

“At the moment we have excess energy,
then we can share with our neighbours. Now
we are dealing with Singapore, which has
been agreed by both prime ministers (recent-
ly),” he told the media after visiting the
Malaysia Pavilion at the 28th Conference of
Parties (COP28) in Dubai.

NOV 8

® Mercedes-Benz Malaysia (MBM) con-
tinues to see sustained demand for electric
vehicles (EVs) and expects sales to remain
robust going forward.

In recent weeks, major automobile manu-
facturers such as General Motors, Ford Motor,
and Tesla have announced that they will pull
back their spending on EVs, as demand slows.

Nevertheless, Mercedes-Benz Cars Malaysia
chief executive officer and president Amanda
Zhang said the group is witnessing a surge in
demand for its EVs, with sales reaching
174,500 units worldwide - a 82% increase
year-to-date through September.

NOV 18

® Cypark Resources Bhd is looking at
Sarawak to expand its RE operations via
engineering, procurement, construction and
commissioning works or asset ownership.

The company currently owns, operates and
manages 19 domestic solar PV farms with a
total 72MW installed capacity. Cypark expects
to expand its solar PV generation to 232MW
by end-23.

NOV 20

® Tenaga Nasional Bhd (TNB) is poised
to forge partnerships with governments,
investors and key stakeholders to acceler-
ate responsible energy transition (ET) while
addressing the energy trilemma, reflecting its
continued unwavering commitment to driving
sustainable development initiatives in Asean.

TNB president and chief executive officer
Datuk Seri Baharin Din said there is a need for
a responsible ET to address the rapidly
increasing demand for electricity, and empha-
sised that TNB is prepared to meet this
demand while reducing emissions.

NOV 21

® Sustainable packaging has been gaining
traction globally as more companies are
adopting eco-friendly solutions.

Kenanga Research believes that Europe
is set to be the most attractive marketplace
for innovative packaging solutions because
of its proactive approach to regulations and
standards.

“This growing emphasis on sustainability
and increased consumer demand is spurring
companies to adopt innovative, eco-friendly
packaging solutions in the European market.

“In this context, we believe companies like
Thong Guan Industries Bhd can expand its
revenue within Europe by leveraging its nano
stretch film technology, which aligns with the
demand for sustainable packaging.”

NOV 22

® Mega First Corp Bhd has proposed to
acquire 3.38 million ordinary shares, repre-
senting a 20% equity interest, in Don Sahong
Power Co Ltd (DSPC) for US$85mil or RM-
396mil.

In a Bursa Malaysia filing, Mega First Corp
said it had entered into a share transfer
agreement via its subsidiary Mega Ventures
Ltd, with vendor and stakeholder EDL-
Generation Public Co (EDL-Gen).

“The proposed acquisition will enable Mega
First to increase its shareholding in a proven
and profitable renewable energy asset,” the
filing said.

® Tenaga Nasional Bhd (TNB) is on track
to rebrand and transform the Malaysia Green
Attribute Trading System (mGATS) into the
country’s leading digital marketplace for
Renewable Energy Certificates (mREC), with
the rebranded mGATS set to launch in the first
quarter of 2024.

In a statement, TNB said the Natural
Resources, Environment, and Climate Change
Ministry and TNB's unit, TNBX Sdn Bhd, had
collaborated to upgrade mGATS in response
to the surging demand for green electricity,
particularly from multinational corporations.

® Malakoff Corp Bhd is in the final stages
of discussion regarding its waste-to-energy
(WEE) plant in Melaka.

TA Research said the WtE plant will be built
next to the Sungai Udang sanitary landfill and
will have a waste management capacity of
960 tonnes per day as well as installed power
capacity of 22.1MW.

NOV 23

® Maxis Bhd has collaborated with smart
scooter provider Blueshark and the operator
of the JomCharge charging network, EV Con-
nection Sdn Bhd (EVC), to provide 4G and 5G
network connectivity solutions.

This initiative aims to address the e-mobili-
ty needs of both the latter companies, cover-
ing their electric vehicle (EV) assets and infra-
structure. Maxis inked memoranda of under-
standing with both Blueshark and EVC at the
E-Mobility Asia (EMA) 2023 exhibition, with the
aim of accelerating the adoption of e-mobility
solutions.

matter to you.

NOV 24

® RHB Banking Group, which aims to mo-
bilise RM20bil for sustainable financial services
by 2026, is planning a higher allocation for the
segment.

Group managing director and group chief
executive officer Mohd Rashid Mohamad said
allocation for the segment has already
reached 99%, and the group is now assessing
its next target for 2024 and beyond.

Mohd Rashid said the target had been
deliberated internally and the bank would be
sharing its future goals with the public by next
year.

® CIMB Group Holdings Bhd is formalising
its 2030 climate target for its palm oil sector
portfolio, focusing on sustainable palm oil
production.

Concurrently, the group is also raising its
commitment towards decarbonisation, estab-
lishing a target for its power portfolio, and
emphasising a transition towards cleaner,
renewable energy sources.

In a statement, CIMB group chief executive
officer Datuk Abdul Rahman Ahmad said the
bank is pleased to present a strategy on the
sectors, the first in Malaysia, and thus solidify
its commitment towards nett-zero by 2050.

NOV 27

® Bank Muamalat Malaysia Bhd chief
economist Mohd Afzanizam Abdul Rashid
said carbon tax is one of the mechanisms to
encourage businesses and consumers to shift
towards an environmentally friendly solution.

He said the tax would be a means to punish
the carbon emitter, which then would redirect
more resources to build a greener economy.

NOV 28

® Sime Darby Property Bhd (SDP) has
pledged to achieve nett-zero carbon emissions
by 2050, reiterating its dedication to reduce
the group’s carbon footprint while mitigating
the effects of climate change.

SDP aims to reduce scope one and two
emissions by 40% by 2030 and has outlined
several initiatives to achieve the target, includ-
ing retrofitting its assets with energy-efficient
technology and encouraging employees to
adopt energy-conscious behaviours, in addi-
tion to transitioning to renewable energy
sources to power operations

The group’s sustainability general manager
Yasmin Rasyid said there are two sets of strat-
egies identified that will get the group ahead
of the curve and on its way to meeting its
pledge.

NOV 30

® Tenaga Nasional Bhd's (TNB) earn-
ings growth over the immediate term looks
promising, driven by the establishment of new
electricity-intensive data centres in Malaysia.

In addition, the national utility expects the
negative fuel margins that impacted its per-
formance in 2023 to completely ease as it
enters 2024.

Citing TNB's management comments from
a recent briefing, Kenanga Research said TNB
has projected total potential demand of 7,000
megawatt (MW) of electricity from data cen-
tres by 2035.

DEC 1

® On its environmental, social and govern-
ance agenda, CIMB Group Holdings Bhd group
chief executive officer Datuk Abdul Rahman
Ahmad pointed out that the group aspires to
be an Asean sustainability leader.

He noted that in September, CIMB
announced that it had more than tripled its
sustainable finance target to RM100bil by
2024 under its green, social, sustainable
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impact products and services framework,
from its initial RM30bil target previously
announced in 2021.

DEC 4

® A comprehensive policy which provides full
su pport to local players is essential to move
the national renewable energy (RE) agenda a
step further, according to Citaglobal Bhd.

Executive chairman and president Tan Sri
Mohamad Norza Zakaria said the group is
ready to execute new RE-related projects, in
line with the framework to be implemented
by the government.
® Malaysia's advancements in Islamic finance
have provided an important springboard
to grow and expand transition and green
finance, says Datuk Abdul Rasheed Ghaffour.

With a mature Islamic finance ecosystem,
dynamic and resilient players, diverse prod-
ucts, and comprehensive enabling infrastruc-
ture, Malaysia is well-poised to play an impor-
tant role in addressing the financing needs of
climate challenge, according to the Bank
Negara governor.

® |n alandmark move towards establish-
ing itself as a key player in the global transi-
tion to renewable energy (RE), Cypark
Resources Bhd has signed a strategic memo-
randum of understanding (MoU) with Abu
Dhabi Future Energy Company PJSC-Masdar,
one of the world's largest RE companies.

Letters
& opinions

WORLD Soil Day (Dec 5) is an interna-
tional observance dedicated to raising
awareness of the importance of soil as
a vital component of the natural envi-
ronment.

We are starting to realise that
everything from micro-organisms liv-
ing in the soil to larger organisms like
grass, are beneficial to not just the
environment but also every living per-
son.

Soils around the world are divided
into 12 types. Depending on the nature
of the soil, different plants, trees and
vines grow in it. Important factors con-
tributing to this include the use of
chemical fertilisers and polythene
products.

Chemical fertilisers destroy the natu-
ral fertility of the soil, depleting the
nutrients in the soil, killing the benefi-
cial micro-organisms and ultimately
making the soil sterile.

Similarly, polythene materials that
get buried in the soil don’t compost and
also prevent rain water from seeping
into the soil, further jeopardising its
fertility.

Nutrients such as nitrogen, magnesi-
um, sulphur, phosphorus, potassium,
iron, manganese, copper, chlorine,
molybdenum, zinc and boron are
directly available to plants from
healthy soil. These are destroyed by
chemical fertilisers.

So, we should aim to avoid using
chemical fertilisers and polythene
materials.

Let’s keep the microbes in our
Earth’s soil alive.

N.V. Subbarow
Consumers Association of Penang
Education and Environment Officer
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A brighter future for oil palm

Since 2015, Malaysia has taken a global leadership role in continuously
implementing sustainable oil palm cultivation and palm oil process innovations.

N 1905, a young Frenchman named Henri
Fauconnier arrived in Malaya in search of
opportunities for fortune.

Two years later, in 1907, Fauconnier plant-
ed some oil palm seeds for its oil at the
Tennamaram estate in Batang Berjuntai,
Selangor — making it the first commercial oil
palm plantation which laid the foundation for
Malaysia's palm oil industry development.

Little did Fauconnier know, Malaysia’s oil
palm industry would go through a boom lead-
ing to plantations occupying 5.67 million hec-
tares.

Malaysia exported around 25 million
tonnes of palm oil and palm-based products
in 2022.

Malaysia’s palm oil industry was valued at
around RM137bil, contributing 35 billion ring-
git to the nation's total gross domestic prod-
uct (GDP).

Malaysia is currently the second largest
producer of palm oil in the world. The country
currently accounts for 23% of world palm oil
production and 31% of world exports.

Oil palm is a perennial crop, with trees pro-
ducing economically viable volumes of fresh
fruit bunches (FFB) throughout its entire
25-year economic life cycle.

“The oil palm is the most efficient oil-bear-
ing crop in the world, requiring only 0.28 hec-
tares of land to produce one tonne of oil
while soybean, sunflower and rapeseed
require 2.24, 1.49 and 1.37 hectares, respec-
tively, to produce the same,” said MPOC.

These high-yield characteristics of oil palm
can be considered a promise for profitable
returns, while its superior economic competi-
tiveness sets it apart from other oil bearing
crops.

Moving towards nett-zero

Switching to alternative vegetable oils would
not reduce the impacts given that other oil
bearing crops have much lower yields per
hectare than oil palm.

Research shows that oil palm is a zero-waste
crop, making the industry in line with the 12th
Malaysia Plan (12MP) which outlines plans of a
carbon neutral nation by as early as 2050.

Y

Oil palm biomass can be exemplified in
palm trunks, empty fruit bunches (EFB), fibre,
or shells.

Meanwhile, its wastewater can be classified
into palm oil mill effluent (POME) that is gen-
erated from the processing of FFB into crude
palm oil (CPO).

Palm trunks can be utilised for organic fer-
tiliser, mulching, particleboard, fibreboard,
plywood, paper production, and others, while
oil palm fruits will produce oil palm fibres,
palm kernel shells, and EFB after being har-
vested and crushed to extract the oils.

Its fibre waste can be used in many things
like mulching, furniture, mattress, ropes, and
sticks, while shell waste can be used as solid
fuels for steam boilers in palm oil mills, and
the steam generated is used to run turbines
for electricity production.

EFB waste can be made into a renewable
biological resource called biofuel, cultivation
of straw mushrooms, and animal feed, espe-
cially livestock.

Malaysian Oil Palm estate’s standard prac-
tices uses EFB as organic fertiliser and mulch-
ing for their field due to the high moisture vol-
ume and rich nutrient content.

The palm kernel cake by-product that is
produced after the kernel oil extraction from
the mesocarp can be processed into organic
fertiliser and animal feed, while the last
by-product produced after the processing
step in the palm oil mill is called POME.

Biogas — generated from POME via meth-
ane capture facilities — can contribute to a
substantial amount of energy, especially in
areas with no electricity.

Some of the mills are using biogas as their
biological energy to run the mill operation.
This is a great way to ensure zero waste in
palm oil production.

Furthermore, the oil palm leaf extract
(OPLE) is rich in antioxidant activity, a finding
which a Universiti Putra Malaysia's research
had also reported.

Sustainable production practices

The East Asia Forum had once mentioned that
Malaysia has a competitive edge over

Malaysia’s oil palm industry has grown into one that has a strong competitive edge, based on its progressing efforts to support sustainable palm oil production.

Indonesia based on its progressing efforts to
support sustainable palm oil production.

This is because Malaysia took a global lead-
ership role in continuously implementing oil
palm cultivation and palm oil process innova-
tions aimed at making palm oil production
more sustainable and environmentally friendly.

Malaysia is committed to the United
Nations Sustainable Development Goals (UN
SDGs) agenda 2030 to drive and attain higher
sustainability commitment within the oil palm
industry, as reflected in Malaysia’s national
development blueprint, the 12MP.

In line with the UN SDGs, Malaysia intro-
duced the Malaysian Sustainable Palm Oil
(MSPO) certification scheme in 2015, requiring
plantations, independent and organised
smallholdings, as well as palm oil processing
facilities to be certified sustainable.

MSPO, which was made mandatory begin-
ning Jan 1, 2020, addresses critical issues on
deforestation; biodiversity loss and conserva-
tion of high biodiversity value areas; issues
relating to climate change; planting on peat-
land; fire; haze; greenhouse gases (GHG);
employment and work conditions; child and
forced labour; communal Native customary
rights land and ownership rights as well as
employee health.

In 2022, the MSPO standards were revised
and streamlined to five principles — manage-
ment commitment and responsibility; trans-
parency; compliance with legal and other
requirements; responsibility to social, health,
safety and employment conditions; and envi-
ronment, natural resources, biodiversity and
ecosystem services.

According to MPOC, the MSPO 2022 con-
tains integration of the high conservation
value (HCV) approach and states that a com-
prehensive HCV, environmental, and social
impact assessment will be conducted before
new plantings or establishments occur. The
cut-off date had been set as Dec 31, 2019 —
meaning no conversion of natural forest, pro-
tected areas, and HCV can take place after the
aforementioned date.

These principles form the general require-
ments of a management system framework,

based on the three pillars of sustainability —
economic, environmental and social.

Protocol 29 of the International Labour
Organisation, an indicator for labours, was
also included as part of the MSPO 2022 revi-
sion, in addition to the GHG from land-used
change and GHG measuring methods.

Other critical requirements added in the
MSPO 2022 are the traceability and legality of
FFB as well as ethical conduct.

Meanwhile, MSPO 2022 also contains an
additional standard requirement to assess
conformity for FFB dealers and palm oil trad-
ers against the MSPO to ensure all types of
dealers under MPOB licensing, including
exporters and importers that purchase and
sell oil palm products will not change the
chemical properties of the materials.

During the International Sustainable Palm
Oil Forum 2023, Deputy Prime Minister Datuk
Seri Fadillah Yusof, in his keynote address
“Sustainable Trade and Responsible Business
Practice in a New Global Area”, said Malaysia
made government-mandated sustainability
certification a requirement for its oil palm
industry.

At time of writing, the MSPO Trace app
shows that the total certified area, which
includes certified planted area, infrastructure,
buildings, roads and conservation, has
reached 6,282,429.88 hectares. From this fig-
ure, a total of 5,339,115.13 hectares of plant-
ed area of independent smallholders, organ-
ised smallholders and plantations has been
reached.

A total of 581 entities including mills, refiner-
ies and processing facilities, have achieved the
MSPO Supply chain certification Standard
(MSPO SCCS), as shown in the MSPO Trace app.

The MSPO SCCS covers management
requirements and traceability of the produc-
tion throughout the supply chain from the
raw materials to processing and manufactur-
ing of palm oil and palm oil-based products.

Malaysian palm oil biofuel exporters also
meet the strict standards of sustainability
required by European consumers including
being certified by the German International
Sustainability and Carbon Certification (ISCC).
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Air Selangor is committed to bring consumers Joy in Every Drop. Discover
how we serve the communities, beyond safe and clean treated water.

Boboiboy Join Forces with Air Selangor in
Water Conservation Efforts

A meaningful collaboration between BoBoiBoy and Air Selangor since
2021 to promote the importance of protecting our most valuable earth
resource - water.

Visit www.airselangor.com/airselangorxboboiboy/ to catch BoBoiBoy in
action, and download the exclusive BoBoiBoy Activity Book and WhatsApp
stickers too.

With the support of the public, more than 4,600
families from the B40 communities received basic
food necessities through the Box of Hope Programme

The Box of Hope programme is part of Air Selangor's Corporate Social
Responsibility (CSR), Sesama Mara initiative that aims to help the B40
community in Selangor, Kuala Lumpur and Putrajaya by providing basic food
necessities such as rice, oil, sugar, dry goods and flour.

You can participate through online donation via www.airselangor.com/boxofhope/

Discover fun and informative water-related
contents on Hydro Hub

Explore our one-stop content platform for all! Discover a variety of
articles, videos, and stories that cater to every interest. Whether you're
seeking knowledge or edutainment, we've got something for everyone.

Dive in and make Hydro Hub your go-to destination for a mix of exciting ‘s -] ]
and enriching content related to water! : m

@ Air Selangor

—
‘Box of Hopa—In Unity, We Fing Eiver Corm iir Setanger 2023

Report pipe leaks,

pipe bursts, meter leaks
orillegal tappings via
Air Selangor app.

when you report pipe leaks, pipe bursts, meter leaks or
illegal tappings through the Air Selangor app

n
i
B im
i

The first 2,000 valid and ‘ @

@
Get more information about the f : = 3: completed reports verified w S e G
Air Selangor Report Leaks Campaign at = e 8 s :mﬁmpw sentvia SMS after the
www.airselangor.com/reportleakscampaign om® . period standa chance towin {_'\_’- - n o

_:?::—-_-g Touch ‘n Go RMS Reload PIN.

- =T

Joy in Every Drap

www.airselangor.com
oBR@aon

*Limited for the first 2,000 valid and completed reports every month throughout the campaign period
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ATER scarcity is a

global concern, and

addressing the issue

of non-revenue water
(NRW) is crucial for an efficient
and sustainable water manage-
ment.

NRW refers to clean and
safe-treated water that is lost dur-
ing the distribution of water sup-
ply from the water treatment
plant to consumers.

As the largest water services
provider in Malaysia, Air Selangor
has been taking significant strides
in reducing NRW and optimising
water distribution to homes -
ensuring a reliable water supply
to over nine million consumers
across Selangor, Kuala Lumpur
and Putrajaya.

NRW can be a result of several
factors including pipe leaks or
bursts, reservoir overflow, faulty
or aged meters and water theft,
leading to financial losses and
resource wastage.

NRW could cause the water
supply reserve margin to decrease
- compromising the resilience of
the water supply system.

Planning and
implementation

Since the Selangor state govern-
ment placed the management of
treated water supply under its
purview in 2016, Air Selangor
made the strategic decision to
conduct NRW reduction activities
in-house, with full implementation
in 2017.

This decision was driven by var-
ious factors including holistic poli-
cy, cost effectiveness, integration
of work across departments, and
talent retention within the organi-
sation.

The 2017 in-house programme
to reduce NRW encompassed:
> Actively detecting leaks in the
main pipe as well as its network of
smaller reticulation pipes within
the distribution chain.
> Recruitment and development
of leak specialists and leak inspec-
tors to implement active leakage
control.

Pipe bursts can lead to significant water losses. By
promptly addressing and repairing ageing pipes, water
utilities can conserve water resources, ensuring that
the available water supply is used efficiently.

"’f\\

Fighting against the
current of water loss

Air Selangor’s strides in reducing non-revenue water
(NRW) gains momentum, saving an average
of 12 million cubic metres of water a year

> Establishment of new district
metering zones (DMZ) by breaking
down a large network into smaller,
isolated areas. This is followed by
the implementation of water pres-
sure management to reduce pipe
leaks and pipe bursts.
> Technology intervention:
* pressure transient monitoring
system that detects anomalies
like rapid pressure surges as well
as pipe leaks or pipe bursts;
* permanent leak noise correlat-
ing loggers to analyse acoustic
signals and automatically pin-
point leak locations within the
distribution network;
« intelligent command centre to
integrate data from various
sensors, allowing real-time deci-
sion-making and swift response

to leaks or pressure changes.
> Degraded and faulty meter
replacement for accurate consump-
tion billing.
> Replacement of ageing and deteri-
orating pipes.
> Addressing unauthorised or illegal
tappings to water supply networks,
which can lead to water losses, as
well as impact to the integrity of the
distribution system and water quali-

ty.

Yearly reduction goals

With these strategies, Air Selangor
has reduced NRW levels from 33.3%
in 2017 to 27.8% in 2022 - at an
average reduction of about 1% per
year.

While this may seem like a drop
in the ocean, 1% actually equates to

Ageing and deteriorating pipes are a common source of water
leaks. By replacing old and faulty pipes with newer, more
durable materials, leaks will be minimised and overall system
efficiency will be improved, reducing non-revenue water.

about 33 million litres per day (MLD)
- water that would actually reach
about 125,000 people a day.

Furthermore, Air Selangor met
the target set by the government
under the National NRW Reduction
Programme through Approach 2
from 2019 to 2021. The grant was
provided to encourage effective and
consistent reduction of NRW based
on targets set by Suruhanjaya
Perkhidmatan Air Negara (SPAN).

A noteworthy milestone for Air
Selangor is the number of current
pipe burst cases which stood at a
mere 4.3 cases per 100km per year,
significantly below the international
benchmark for pipe burst index
(PBI) of 13 cases per 100km per
year. Air Selangor’s PBI has reduced
by more than 70% since 2017.

il X

To curb NRW, Air Selangor has
invested as much as RM1.06bil in
capex and opex from 2017 to
2022, with RM763mil allocated for
the replacement of ageing water
pipes.

Air Selangor has also actively
consulted with utility experts glob-
ally to adopt best practices and
conduct benchmarking initiatives,
ensuring a comparable standard.

Community engagement

Realising the need to involve the
wider community in order to
achieve further reduction of NRW,
the Leak Reporting Campaign was
launched among its consumers
and staff to encourage them to
report any leaks - from pipe leaks,
pipe bursts, meter leaks and sus-
pected illegal tappings - through
the new “Report Leaks” feature in
the Air Selangor app.

With this feature and campaign,
Air Selangor is able to swiftly iden-
tify and rectify leaks, thereby
reducing water loss and conserv-
ing resources.

Since its inception in August
2023, the campaign has generat-
ed encouraging consumer leak
reports, with over 16,000 cases
repaired as of November 2023,
signifying not only the effective-
ness of the campaign, but also the
start of NRW reduction through a
collective effort.

In the pipeline

Air Selangor is already refining
its strategies to strengthen and
elevate ongoing programmes, res-
onating with its commitment to
operational efficiency and service
excellence.

There are also plans to double
the length of the pipes that will be
needed for replacements from
150km to 300km while the Leak
Reporting campaign via the
mobile app will be extended for
continued awareness and partici-
pation.

Through all of these and more,
Air Selangor has sights set on
achieving a reduction in NRW lev-
els to 27.5% by 2025, and a subse-
quent decrease to 25% by 2030.

Advanced technologies such as the pressure transient
monitoring system detect rapid pressure changes
signaling issues like pipe bursts.
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TOYOTA HYBRID ELECTRIC
Driving a greener

Malaysia

Corolla Cross

HEV

2009-now?*,
40K Toyota HEV
sales in Malaysia

= 2.4 million trees planted

Decarbonisation of approx.
0.5M tons of CO,/year

*As of Oct 2023.

Innova Zenix

HEV

CO, reduction
per 1unit of HEV

Equivalent to 1800 trees
of CO, absorption

*Amount of reduction per HEV ownership period. US case.
Absorption of 8.8kg of CO, per tree 1 year
(Source: Ministry of Forestry, Japan).

UMW Toyota Motor Sdn. Bhd. (60576 -K)

TOYOTA FREEPHONE: 1800-8-TOYOTA (1800-8-869682) from 8:00am - 5:30pm, Monday to Friday. TOYOTA E-MAIL: customersupport@toyota.com.my

The colour, accessories and/or specifications of available models may differ from the vehicle(s) shown here.
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E are at a pivotal

moment in history

where our actions

today will reverberate
for generations to come.

To avert catastrophic climate
change, we need to urgently curtail
global greenhouse gas (GHG) emis-
sions, which currently stands at
approximately 50 billion tonnes of
carbon dioxide equivalent (CO2eq)
per year.

Notably, road transportation
contributes a significant 11.9%
share of these emissions.

Green mobility seems to be the
answer, particularly electric vehicles
(EV). They have been dominating
conversations and discourse within,
and across nations.

EVs first debuted in the 1830s,
preceding fossil-fuel counterparts
by 50 years. However, the aware-
ness on the consequences of car-
bon and GHG emissions only came
to the fore in the 1980s.

Redefining mobility

It is imperative to combat climate
change; however, nations have
unique strengths and constraints.

To overcome the differences in
more than the 170 countries that it
operates in, Toyota recognises the
need for a tailored approach,
thereby empowering individuals to
progress at their own pace.

“Toyota is poised for a paradigm
shift, evolving into a comprehen-
sive mobility company, which
makes us one of the world's most
diverse mobility companies.

“Our ambition extends beyond
transportation, as we envision an
integrated future where connec-
tivity and communities transcend
traditional road networks,” UMW
Toyota Motor Sdn Bhd president
Datuk Ravindran K. shares.

Closer to home, UMW Toyota
Motor Sdn Bhd redefines mobili-
ty as an integral facet of daily life
through their Move Your World
initiative, completely reimagining
how we move and connect with
each other.

The initiative is deeply rooted in
the company’s philosophy; they
endeavour to offer not just
reduced emissions, but a holistic
and sustainable mobility experi-
ence in their effort to address criti-
cal environmental challenges.

Their goal is not only carbon
neutrality but also the realisation of
a happier, more connected society
where individuals can make choic-

Toyota is steadfast in reducing our
environmental footprint and making a
positive societal impact

Challenge1
New vehicle

Zero CO, emissions
challenge

L

—1,)

Corolla Cross

HEV

Driving for a

greener world through |
sustainable mobility

Challenge 4
Challenge of minimizing
and optimizing water
Usage

® @

Innova Zenix

HEV

Challenge 5
Challenge of establishing
a recycling based society
and systems

Challenge 2 Challenge 3
Life cycle Zero g @ Plant Zero

CO; emissions CO, emissions
challenge Challenge

es aligned with their values and life-
styles.

A multi-pathway approach
to zero-carbon

The energy that powers our
mobility presents one of the
greatest challenges in shaping
our future.

The journey towards nett-zero
carbon has no universal finish line
as renewable energy production
varies from country to country.

For nations powered entirely by
renewables, fully electric mobility is
the logical choice, offering a true
zero-emissions ecosystem.

HEV

Hybrid

Electric Vehicle

In countries still reliant on fos-
sil fuels, hybrid vehicles offer a
pragmatic solution. They reduce
“dirty” energy consumption while
utilising existing fuelling infra-
structure, eliminating concerns
about range.

Malaysia’s National Automotive
Policy (NAP) places a strong
emphasis on Energy Efficient
Vehicles (EEVs). This policy serves
as a crucial framework for sus-
tainable mobility, providing a
roadmap for the automotive
industry, aligning policies with
environmental goals.

Toyota is dedicated to supporting
and advancing the objectives out-
lined in the NAP through innovative
technologies and sustainable prac-
tices.

Toyota also forays into alternative
fuels to furnish consumers with a
diverse and sustainable array of
options, from hydrogen exploration
to harnessing synthetic fuels
derived from biomass.

The future of mobility lies in
offering diverse options and pro-
grammes tailored to unique glob-
al ecosystems, moving Toyota
closer to its Beyond Zero vision.
This gives everyone a finish line
they can aim for, even if at their
own pace.

The Toyota Assembly Services
Sdn Bhd (ASSB) Bukit Raja Plant
plays a pivotal role in realising this
vision.

With an integrated manufacturing
compley, it signifies Toyota's com-
mitment to producing sustainable

Challenge 6

Challenge of establishing g
a future society in harmony
with nature

vehicles at scale, aligning with the
goals of the NAP.

Toyota Environmental
Challenge 2050

In resonance with Malaysia’s
vision for carbon neutrality by
2050, UMW Toyota Motor Sdn Bhd
commits wholeheartedly to multi-
faceted pathways toward this goal.

Toyota's focus extends beyond
the result as they value the journey
and the diverse routes leading to a
sustainable future.

Their dedication to promoting
electrified vehicles align seam-
lessly with the Toyota
Environmental Challenge 2050,
going beyond business to show
Toyota’s promise to people and
the planet.

This challenge shows their belief
in working together to change
how we move and create a bet-
ter future for everyone.

Datuk Ravindran K.
President,
UMW Toyota Motor Sdn Bhd

The visionary challenges out-
lined in the Toyota Environmental
Challenge 2050 are deeply aligned
with the United Nations'
Sustainable Development Goals
(SDGs), highlighting Toyota's dedi-
cation to worldwide progress that
knows no boundaries.

Hybrid Electric Vehicles
EVs)

Having acknowledged the compre-
hensive life cycle emissions analy-
sis, Hybrid Electric Vehicles has
emerged as a pragmatic and
cost-effective choice for Malaysians
today.

“The success of 40,906 Toyota
HEVs sold as of October 2023
attests to the viability of this
approach.

“This embodies real-world
impact, equivalent to the environ-
mental benefit of preserving 2.4
million trees.

“Moreover, this translates into
the commendable decarbonisation
of approximately 0.5 million
tonnes of CO2 annually, further
emphasising the positive impact of
Toyota's endeavours towards a
sustainable future,” Ravindran
points out.

It is no longer about reducing
emissions on a grand scale but the
tangible and meaningful contribu-
tions each HEV owner makes
toward a cleaner, greener world.

Moving forward together

While the goal of near-zero carbon
emissions is near, Toyota already
envisions a future beyond.

Toyota’'s Beyond Zero pro-
gramme explores how achieving
nett-zero carbon emissions can
evolve into carbon-positive out-
comes, thereby preserving the
planet.

Toyota's global impact is already
significant: In 2022, Toyota sold
2.73 million electrified vehicles
globally, with 78% of Toyota mod-
els offering an electrified option.

Furthermore, Toyota purchased
380,688 megawatthours (MWh) of
total renewable electricity in 2023,
and in 2021, 93% of waste was
recycled, reused, or repurposed.

As the world charges forward
into this transformative era, Toyota
invites consumers to be integral to
this extraordinary journey as they
acknowledge each individual's role
in shaping the future of mobility.

Moving forward towards a bet-
ter, more sustainable yet thriving
future isn't just a hope but a prom-
ise - Toyota, alongside its consum-
ers, is actively taking steps towards
this with the belief that not only a
mobile and connected, but also
greener, safer, and happier
world can be achieved
together.
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Getting ahead of the curve

Future-proofing businesses through corporate sustainable strategies

By StarESG Editorial Team
ESGeditorial@thestar.com.my

S THE YEAR edges closer to 2024,
A the countdown towards 2030, and
invariable 2050, is on the minds of
those concerned with fulfilling the coun-
try’s nett-zero nationally determined con-
tribution (NDC) set out in the Paris
Agreement.

But in a world where the realities of
economics and politics had been frac-
tured by the pandemic, a global inflation
and two wars that have caused massive
repercussions to commodity and energy
prices worldwide, attention on ESG-
related topics would normally have taken
a backseat.

However, the conclusion of the United
Nations Framework Convention on
Climate Change's 28th meeting of the
Conference of Parties (COP) may still
renew the focus on ways to move sustain-
ability action forward.

To gauge where our country stands
within the ESG landscape, and how cur-
rent and upcoming issues can affect the
way sustainability is practised by busi-
nesses, the StarESG editorial team
reached out to Deloitte Malaysia chief
executive officer Yee Wing Peng, Ernst &
Young Consulting Sdn Bhd (EY) Malaysia
Climate Change and Sustainability
Services (CCaSS) and APAC
Decarbonisation Solution leader and part-
ner Arina Kok, KPMG in Malaysia sustaina-
bility advisory head Phang Oy Cheng, and
PwC Malaysia Asia Pacific Sustainability,
Biodiversity director Perpetua George on
what to expect in 2024.

Emerging trends against the
backdrop of global patterns
Transitioning to green energy: The sta-
tus report of the recently concluded
COP28 saw around 130 countries commit-
ting to the Global Renewables and Energy
Efficiency Pledge.

Together, they have declared their
intent to work collaboratively and expedi-
tiously in the pursuit to triple the world's
installed renewable energy (RE) genera-
tion capacity to at least 11,000 gigawatt
(GW) by 2030, while considering various
starting points and circumstances of
nations.

They have also committed to collective-
ly double the global average annual rate

of energy efficiency improvements from
around 2% to more than 4% yearly until 2030,
as well as putting the principle of energy effi-
ciency as the “first fuel” at the core of policy-
making, planning and major investment deci-
sions.

In that respect, the efforts to green energy
are picking up speed, seeing as we only have
about seven more years to reach those goals.

Closer to home, the creation of the new
Energy Transition and Public Utilities Ministry
as part of the recent cabinet reshuffling fur-
ther underscored the government's focus and
efforts on RE.

Experts have opined that green hydrogen is
the country's ideal option for clean energy pro-
duction; in the long run, the country will enjoy
the benefits of economies of scale that will
exert downward pressure on the overall cost
of energy production for businesses, says Yee.

The ability of green hydrogen in decarbonis-
ing the country’s energy, materials and infra-
structure sectors that have been traditionally
reliant on fossil fuels is further underscored by
the Malaysian Investment Development
Authority (Mida).

Yee states that there are also collaborations,
especially with private sector players, taking
place with promising progress like the partner-
ship between Petronas and Sarawak Energy in
the commercial generation and exploration of
green hydrogen.

“Public policy shifts such as the lifting of the
RE export ban would be a positive move as
they would provide competitively priced clean
energy for consumers, address energy security
concerns, create jobs, diversify export oppor-
tunities and accelerate the national energy
transition.

“Malaysia is projected to enjoy between
RM49bil and RM61bil in additional Gross
Domestic Product (GDP) contribution and
RM12.1bil in revenue gains from the hydrogen
market by 2030.

“The government's proposed Hydrogen
Economy Technology Roadmap (HETR) is set
to provide 45,000 new job opportunities by
2030 and reduce Malaysia's greenhouse gas
(GHG) emissions by 0.4% to 1.3% by 2030,” Yee
points out.

According to Kok, the six energy transition
levers — RE, energy efficiency, bioenergy,
hydrogen, carbon capture, utilisation and stor-
age (CCUS) and green mobility including elec-
tric vehicles (EV), outlined in the National
Energy Transition Roadmap (NETR), are
anticipated to experience significant
growth in the Malaysian business land-
scape in 2024.

Further to that are the EV-related

provisions made in Budget

2024, announced by Prime Minister Datuk
Seri Anwar Ibrahim, to encourage greater
adoption of EVs by Malaysians.

“Globally, there is an anticipated growth in
the sales of EVs in 2024. For example, with a
favourable policy environment, the sales of
electric cars and vans in the US are projected
to gain momentum throughout the remain-
der of this decade, ultimately achieving the
government's target of 50% by 2030,” says

Kok.
ESG disclosure and reporting: With rising

concerns from investors, banks and custom-
ers on businesses' ESG practices, the
demand for transparency on ESG perfor-
mance, target, strategies and value created
for customers, employees and broader soci-
ety will push leaders to embrace critical
mindset shifts and deliver beyond profits.
Recognising the need for ESG capability
development, Budget 2024 also allows tax
deduction of up to RM50,000 per year of
assessment for ESG-related expenditure con-
ducted under the purview of the Inland
Revenue Board of Malaysia.

“We are also seeing an increasing align-
ment of ESG reporting standards globally
and the trend will intensify, reducing the
ambiguity and inconsistency that once char-
acterised this field, as harmonised reporting
frameworks enable companies to navigate
the complex web of expectations by regula-
tions, customers and banks seamlessly while
fostering a more equitable global market-
place,” Kok points out.

She adds that the Securities Commission
Malaysia, with endorsement from the
Finance Ministry, has set up a national level
Advisory Committee on Sustainability
Reporting (ACSR) to support the implementa-
tion of the IFRS Sustainability Disclosure
Standards (ISSB Standards) in Malaysia.

The ACSR will look into the enablers that
would support the implementation of the

ISSB Standards in Malaysia including the 4

approach and timeline for imple-
mentation, taking into careful
consideration market

readiness to meet the
reporting i
require-

ments.

To address reliability of the information
and mitigate concerns of greenwashing, the
ACSR will also discuss matters related to
assurance of sustainability statements.

“Miti will provide a framework to main-
stream ESG elements in the development of
the manufacturing sector, which will include
four main components: ESG standards,
financial support and incentives, capacity
building and market mechanisms including
carbon trading and carbon pricing.

“In October 2023, Miti launched the i-ESG
Framework to prepare Malaysia’s manufac-
turing sector for embracing ESG principles
and introduced tools like the ESG Readiness
Assessment (i-ESGReady) and the i-ESG
Starter Kit (i-ESGStart) in Phase 1.0.

“These resources help companies under-
stand and evaluate their current ESG adop-
tion level and provide a step-by-step guide
for sustainability reporting,” adds Kok.

Echoing similar sentiments is Phang, who
points out that the gradual mainstreaming of
ESG principles into the daily business man-
agement of Malaysian companies has
become increasingly evident over the past
few years.

This is underscored by the nation’s adop-
tion of guidelines such as the Global
Reporting Initiative, Task Force on Climate-
Related Financial Disclosures, and the
International Sustainability Standards Board
(ISSB) standards.

Phang highlights that a major trend poised
to impact local companies will revolve
around the demand for data accuracy, gran-
ularity and reliability.

“Investors are now seeking clarity on the
nett-zero and decarbonisation initiatives.
They're assess- . ing how these strate-

@B gies impact business
sustainability and
the required
b invest-
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ments in carbon adaptation technologies
from an investment standpoint. Hence the
need for reliable supporting data is crucial.”

Next year will also see a heightened
emphasis on corporations in Malaysia to
move towards double materiality reporting,
wherein both sustainability and financial
implications are considered in the ESG risk
evaluation, Phang stresses.

“I anticipate a shift towards more compre-
hensive risk management strategies under-
taken by corporations, marked by the
increasing integration of ESG risk factors into
their business enterprise risk assessments.

“The issuance of the Corporate
Sustainability Reporting Directive, Carbon
Border Adjustment Mechanism and
Corporate Sustainability Due Diligence
Directive, will influence how local companies
manage crucial aspects such as product car-
bon footprint, human rights and labour
management, sustainability financial man-
agement and reporting, as well as assurance
processes.

“This will be particularly profound for com-
panies with products imported into the
European Union (EV) or those with subsidi-

aries within the EU,” says Phang.
Biodiversity risks: Biodiversity and

nature are gaining attention from companies
and governments, but many businesses are
still figuring out the risks involved, says
George.

“Malaysia has a unique biodiversity eco-
system and its dependence on nature and
its associated ecosystem services make it
among the most vulnerable econ-
omies to climate change.

“On a macro scale, the
region will be significantly
impacted by nature loss, with
54% of Asia Pacific GDP highly or
moderately dependent on
nature.

“2022 data shows
that Bursa
Malaysia has

US$239bil in market capitalisation for high
and moderate nature dependent sectors,
which represents 65.3% of Bursa's entire
market value.

“Even without direct exposure, businesses
may face significant risks in their invest-
ments or supply chains. As cited in a Bank
Negara Malaysia Report, Malaysia faces a
potential 6% loss of GDP by 2030 from the
collapse of Malaysia's forestry and fisheries
ecosystem services.”

George emphasises that it is important to
understand the link with nature for manag-
ing business risks effectively as it is difficult
to do so without first understanding the
nature-climate nexus.

“Businesses that understand their rela-
tionship with nature can begin developing
dual responses and risk mitigation processes
such as embedding nature-based solutions
into their climate transition plans.”

Emerging frameworks such as the
Taskforce on Nature-related Financial
Disclosures— a market-led and sci-
ence-based initiative supported by national
governments, businesses and financial insti-
tutions worldwide— can help businesses
navigate this complex issue.

Nature-based solutions and carbon mar-
kets are expected to grow in Malaysia given
the launch of the Bursa Carbon Exchange
(BCX) and appetite for credible and val-
ue-added offsets globally among corporates.

The push for businesses to decarbonise as
a response to climate change will continue
to grow stronger in 2024, George highlights,

1/, citing PwC's Net Zero Economy Index 2023

(Asia Pacific edition) that
" Malaysia's current
decarbonisation
© rateis at 2.5%, far
= behind what is
= required to meet
= NDC's target at 7.2%.
= This push is also driv-
= en by evolving policy
- frameworks such as the
£ NETR as well as greater
= transparency with the
introduction of new report-
ing standards such as the
~ International Sustainability
Standards Board's IFRS S1
and IFRS S2.
“If made mandatory, these stand-
- ards will compel businesses to enhance
= transparency in sustainability disclo-
b sures.”

She highlights the growing recogni-
tion of the imperative for an inclusive
=r and just transition, taking into consid-
= eration workforce needs, supply chain
- sustainability especially the support
needed for micro, small, and medi-
& um-sized enterprises to transition, as
._well as the society and community as a
& whole.
- Efforts to prevent further tempera-

ture increases by reducing GHG emis-
- sions must continue, coupled with an
equal focus on adapting to the climate
realities of today, including opportuni-
. ties for nature-based solutions to help
& meet climate commitments.
; “Preparing for physical climate risks
£ can be a catalyst for companies’ inno-

vation and growth. However, Malaysian com-
panies must first form a clear picture of their
vulnerabilities and make a plan to manage
them,” George stresses.

Tailoring Malaysian businesses for
sustainability

In light of the rapidly evolving sustainability
scene, it is essential for Malaysian business-
es to tailor their practices while taking into
account macroeco