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In today’s business environment, Environmental, Social,
and Governance (ESG) factors are critical for long-term
company resilience and stability

ESG is more than just being environmentally friendly or socially responsible; it's about ensuring a
company's overall health. Regulatory professionals are increasingly recognizing the importance of ESG
practices and the need to leverage data analytics for improved compliance and reporting.

Ee T “ME Elecmetal net sales exceeded USS 800 million in
the steel, wine, packaging, and communications
industries. “The benefits of working with Arbutus are
greater speed and response.”

— Carlos Romero P, Me Elecmetal, Corporate Comptroller

ESG Imperative

ESG criteria are a set of standards that socially conscious investors use to evaluate potential investments.
These factors are gaining importance as they help investors identify companies that are not only
financially sound but also responsible and sustainable. Companies that prioritize ESG principles tend to
be more resilient and better positioned for long-term success. Integrating ESG criteria allows investors to
support businesses that contribute positively to society and the environment.

Advanced Data Analytics | Automation & Al

Across industries, ESG-focused organizations are leveraging advanced data analytics, automation, and Al
to enhance decision-making, improve transparency, and accelerate impact. Through continuous
monitoring of key environmental, social, and governance metrics, companies can identify risks in near
real time, respond faster, and ensure ongoing compliance. Al-powered tools are helping to uncover
patterns, predict future trends, and streamline reporting processes. This data-driven, tech-enabled
approach is transforming ESG from a compliance obligation into a strategic advantage, creating value for
investors, confidence for regulators, and long-term resilience for businesses.
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How Arbutus Technology is changing the game for ESG

Arbutus Software empowers ESG stakeholders with powerful
data and audit analytics tools that deliver deeper insights,
faster decision-making, and greater transparency.

By enabling continuous monitoring, automated analysis, and near real-time reporting, our technology
helps businesses stay ahead of compliance requirements, manage risk proactively, and demonstrate
measurable ESG performance. With global reach and proven reliability, Arbutus is helping organizations
turn ESG data into actionable intelligence. Arbutus Analytics provides a sophisticated platform designed
to streamline ESG workflows, enabling data analysts and ESG specialists to extract actionable insights,
enhance strategic decision-making, and drive measurable sustainability outcomes.

Addressing ESG challenges requires a strategic approach that
leverages technology and data analytics to streamline processes,
enhance transparency, and provide actionable insights.

ArbutusAnalytics.com


https://www.arbutussoftware.com/en/home

A few hurdles for implementing effective ESG practices

Companies face several hurdles in implementing effective ESG practices:

« Navigating Multiple ESG Frameworks: Aligning with various ESG standards like GRI, SASB, and TCFD
can be complex and time-consuming.

 Evolving Regulatory Landscape: Keeping up with constantly changing ESG regulations across
different regions is crucial for compliance.

 Data Collection and Management: Collecting, managing, and ensuring the accuracy and consistency
of ESG data from diverse sources is challenging but essential for reliable reporting.

« Integrating ESG into Business Strategy: Embedding ESG into core strategies requires a cultural shift
and buy-in across the organization.

» Measuring and Reporting Impact: Quantifying the impact of ESG initiatives and effectively
communicating results to stakeholders requires robust metrics and reporting frameworks.
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Significance of ESG in today’s business landscape

Company Sustainability

ESG practices ensure that a company operates in a way that is sustainable over the long term. This means
managing resources efficiently, reducing environmental impact, and contributing positively to society.
Sustainable practices enable companies to conserve resources and protect the environment, resulting in
long-term advantages like cost savings, enhanced reputation, and regulatory compliance.

Risk Management

ESG practices enable companies to identify and manage a range of risks that could affect their
operations. These include environmental risks (such as climate change and resource scarcity), social risks
(like labor disputes and community relations), and governance risks (including regulatory compliance
and ethical conduct). By proactively addressing these risks, companies can prevent potential crises, legal
problems, and financial losses.

Investor Confidence

Beyond sustainability and risk management, robust ESG practices can draw in investors and set
companies apart from their competitors. By showcasing a firm commitment to sustainability and
effective risk management, companies can build growing trust with stakeholders, including investors,
customers, and regulators. This trust, in turn, can result in increased investment and enhanced customer
loyalty.
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As the PWC report highlights, data is a critical component, “38% believe a lack
of data from asset managers is a challenge in investing in or considering ESG
products, while 64% of asset managers believe data challenges are a main
obstacle when adopting or considering ESG investments.”*

*ESG-focused institutional investment seen soaring 84% to US$33.9 trillion in
2026, making up 21.5% of assets under management: PwC report

Understand the 3 Key Risk Areas

Environmental, Social, and Governance (ESG) risks are key to an organization’s long-term stability and
resilience. Environmental risks like climate change and resource scarcity can disrupt operations and
supply chains. Social risks, such as poor labor practices or lack of diversity, impact employee retention
and public trust. Governance risks, including unethical behavior and regulatory breaches, can lead to
legal issues and loss of investor confidence. If unmanaged, these risks can undermine a company’s
sustainability and competitiveness.

Managing ESG risks requires leadership across key functions. Senior leaders in Sustainability, Governance,
Risk, Legal & Compliance, Finance, HR, and Operations must take ownership of ESG risks within their
areas. Sustainability teams manage environmental challenges, HR handles social issues like workplace
equity, while legal and compliance oversee governance-related risks. A unified approach ensures ESG is
integrated into company strategy and decision-making.

With the right tools, ESG risk management becomes a strategic advantage. Data analytics enable
companies to monitor risks in near real time, spot trends, and act quickly. This leads to better
forecasting, stronger compliance, and smarter reporting. In a world where ESG expectations continue to
grow, analytics-driven risk management helps organizations stay ahead and earn lasting stakeholder
trust.


https://www.pwc.com/id/en/media-centre/press-release/2022/english/esg-focused-institutional-investment-seen-soaring-84-to-usd-33-9-trillion-in-2026-making-up-21-5-percent-of-assets-under-management-pwc-report.html

Environmental Risk

Social Risk

ArbutusAnalytics.com

Environmental aspects include how a company manages its impact on
the natural environment. Environment risk refers to the potential
adverse effects on a company due to climate change, pollution, resource
depletion, or changes in sustainability regulations.

The risk of environmental damage, such as pollution of air, water, and soil,
can lead to significant financial penalties, operational disruptions, and
reputational damage. Climate change impacts, such as extreme weather
events, can also affect business operations and supply chains. Therefore,
effective environmental management and compliance with regulations are
crucial For maintaining sustainability and minimizing financial and
operational risks.

Use of data analytics can enhance environmental risk management by
enabling near real-time monitoring and future trending analytics. By
analyzing environmental data, companies can detect pollution levels, predict
climate impacts, and optimize resource usage, ensuring sustainability and
regulatory compliance.

Social aspects consider how a company treats people. Social risks arise from
labour practices, human rights issues, diversity, community relations, and
customer safety, potentially impacting a company’s reputation and
operations.

The risk of poor social practices, such as labor rights violations, lack of
diversity and inclusion, and negative community impacts, can lead to legal
challenges, loss of customer trust, and decreased employee morale. Issues
related to stakeholders’ well-being, reputation, or privacy can also harm the
company'’s social standing. Therefore, fostering positive social relationships
and adhering to ethical standards are essential for maintaining a good
reputation and operational stability.

Use of data analytics can help mitigate social risks by providing insights into
workforce demographics, employee satisfaction, and community
engagement. By analyzing social data, companies can identify areas for
improvement in diversity and inclusion, monitor labor practices, and assess
the impact of their operations on local communities.
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Governance Risk

ArbutusAnalytics.com

Governance addresses how a company governs and policies itself.
Governance risks are associated with corporate ethics, board structure,
executive compensation, corruption, and compliance failures, potentially
impacting transparency and investor trust.

The risk of inadequate governance practices, such as financial misreporting,
fraud, lack of transparency, and insufficient oversight, can result in
regulatory penalties, loss of investor confidence, and long-term financial
instability. Poor governance can undermine the company'’s ethical standards
and operational integrity. Therefore, robust governance structures and
practices are vital for ensuring ethical conduct and financial stability.

Use of data analytics can strengthen governance by enhancing transparency
and accountability. By analyzing financial and operational data, companies
can detect anomalies, prevent fraud, identify conflict of interest, assess
board diversity and executive compensation trends, and ensure accurate
reporting, thus supporting regulatory compliance and risk management.
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Environmental Risks

Potential Tests and Analytics
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Monitor emissions from operations
Support carbon footprint reduction goals

Analyze historical emissions data over time to identify
trends, seasonal patterns, or spikes that may indicate
inefficiencies or non-compliance. Continuous

monitoring tracks near real-time emissions levels,
triggering alerts when thresholds are exceeded.

Track water and energy usage

Optimize resource use and
strengthens ESG reporting

Identify anomalies in usage data and continuously check
usage data to provide automatic alerts upon detection
of unusual patterns or thresholds.

Implement recycling programs
Minimize pollution and promote recycling

Analyze waste types and volumes across operations to
identify opportunities for improved recycling and
reduced landfill contribution. Continuous monitoring
tracks waste generation in near real time.
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Monitor and control pollutants
Minimize pollution

Analyze environmental data to measure the levels of
specific pollutants, e.g., CO2, and to also identify trends
or spikes in pollutant levels. In addition, continuously
track pollutant levels and trigger alerts when predefined
thresholds are exceeded.

Increase use of renewable energy

Reduce reliance on non-renewables

Track progress toward renewable energy targets by
evaluating the proportion of energy consumed from
renewable sources, e.g., solar, wind, hydro, versus
non-renewable sources, e.g., coal, gas, over time. In
addition, analyze near real-time data feeds to monitor
the actual consumption of renewable energy
continuously.
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Social Risks

Potential Tests and Analytics
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Regular safety training and audits

Ensure safe work environment

Analyze safety audits and PPE (Personal Protective
Equipment) records to assess compliance and
highlight risks. Continuous monitoring of incidents
and near-misses helps detect trends and support a
safer work environment.

Implement diversity initiatives

Improve workforce diversity

Analyze diversity metrics to assess representation
across roles, departments, and leadership levels.
Continuous monitoring tracks these metrics over
time to support accountability and progress
toward diversity goals.

Conduct supplier audits

Ensure ethical sourcing

Analyze supplier risk scoring to evaluate ethical,
environmental, and labor practices. Continuous
monitoring tracks supplier compliance to ensure
ongoing adherence to sourcing standards and
regulations.

ArbutusAnalytics.com
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Ensure human rights compliance

Protect human rights

Analyze human rights audit findings to identify
violations, e.g. excessive working hours, or areas
of concern. Continuous monitoring tracks labor
practices across the supply chain to ensure
ongoing protection of human rights.

Maintain positive labor relations

Prevent labor disputes

Monitor employee satisfaction scores and feedback
to identify potential workplace issues. Continuous
monitoring of labor relations data, e.g.,
Absenteeism patterns, helps detect early signs of
conflict and supports timely resolution to prevent
disputes.
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Governance Risks

Potential Tests and Analytics
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Review board diversity and skills

Ensure safe work environment

Assess the diversity and skillsets of board
members using demographic, professional
background, and tenure data to identify gaps or
imbalances. Continuously track changes in board
composition and alert on deviations from defined
governance or diversity benchmarks.

Align pay with performance

Ensure fair compensation practices

Compare executive and employee compensation
against performance metrics and industry
benchmarks to identify misalignments. Regularly
monitor changes in compensation structures to
flag anomalies or potential unfair pay practices.

Implement compliance programs

Ensure regulatory adherence

Analyze historical and current compliance data to
identify trends and gaps relative to regulatory
requirements. Monitor compliance activities in
near real-time to detect and alert on potential
violations or overdue actions.

ArbutusAnalytics.com
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Implement code of ethics

Promote ethical behaviour

Analyze reported ethics incidents and training data
to identify patterns or areas of concern across
departments. Continuously track ethics violations
and alert on recurring issues to enable timely
intervention.

Implement data privacy controls

Ensure data protection

Review data handling practices and access logs to
assess compliance with privacy regulations and
identify potential risks. Continuously monitor for
unusual access patterns and trigger near real-time
alerts to respond quickly to potential data
breaches.


https://www.arbutussoftware.com/en/home

Powerful Analytics. Simplified

Arbutus Analytics

for Audit, Fraud, Risk, Compliance, & IT Professio

About Us

Arbutus is an established analytics platform used across all industries in over 60 countries. Our versatile
data analytics suite allows customers to connect to and combine a myriad of data sources. This data can
then be analyzed to support any number of objectives and outcomes. Arbutus technology is leveraged
heavily by Accounting, Audit, Compliance and Fraud Detection users. Its speed, power and flexibility is
why public and private sector teams choose Arbutus to drive actionable results.

Users rely on Arbutus to enhance their testing, analysis & compliance capabilities. We provide our
clients licensing flexibility and better business value. Integrate easily with the complementary tools you
use today (i.e. R, Python, SQL, Excel, Tableau, Qlik, etc.) and connect to virtually any data source. Cost
effective, scalable, and user-friendly for technical & non technical users.

Arbutus continues to expand the functionality our users rely on, while optimizing performance and
simplifying the user experience. With a reputation for outstanding customer service, strong product
support, and flexible licensing, Arbutus is not only the most technically advanced but, also the best value
you will find anywhere in the industry.

Are you ready to take your ESG
strategy to the next level? Contact Us

Toll free: 877.333.6336
Phone: 604.437.7873

Discover how Arbutus Analytics can transform your approach to sustainability,
providing you with the tools needed to thrive in the modern marketplace. Don’t let the
complexities of ESG criteria hold you back—schedule a demo today and see firsthand
how data analytics can illuminate a path towards a more sustainable and profitable Sa le sIn qu | l'i es
future. Visit our website to book your personalized session and start your journey with
Arbutus Analytics.

info@ArbutusSoftware.com
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