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Foreword

The role of the finance function is being
redefined. Traditionally, its primary focus had
been on quantifying, overseeing, and
communicating conventional financial metrics.
Now, as net zero aspirations spread far and wide
throughout the economy, the finance function is
now assuming an expanded role in supporting
companies’ net zero goals.

Some finance chiefs welcome this widening of
their remit, seeing it as a natural extension of
their focus on long term value and performance.
Others remain sceptical of their division’s level of
involvement in these initiatives. Regardless,
respondents from our joint MICPA-PwC survey
were in sync, with 47% identifying the loss of
competitive advantage and reputational damage
to be the top two impacts that can occur as a
result of failing to comply with ESG practices in
the next three years.

The reality remains clear, in that finance as a
function must keep pace with global and national
developments in this space. The movement
towards a low-carbon economy is taking shape,
as regulators, investors and consumers alike are
actively committing to net zero emissions by
2050.

The recent launch of the National Energy
Transition Roadmap (NETR) underlines the need
for a consolidation of resources to accelerate
Malaysia's energy transition. The roadmap
highlighted the need for central and internal
efficiency, where finance must be upfront and
proactive in their support. The spotlight is on
them and it must be intrinsically understood that
decarbonisation is now a non-negotiable for
businesses.

Soo Hoo Khoon Yean
Managing Partner,

-’ I PwC Malaysia
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This Malaysian Institute of Certified
Public Accountants (MICPA)-PwC

Malaysia survey report delves into the
pivotal role that finance plays in the net
zero agenda.

This survey was conducted on

individuals from various industries with

deep expertise in the finance field. Itis =
a timely report considering the dynamic /
backdrop of an evolving business
landscape, where the imperatives of ’

climate change and net zero are
fundamentatly reshaping the roles and
i »
&

PwC Malaysia and MICPA acknowledges the
imperative for finance leaders to drive the net zero
agenda. This collaborative survey report explores
how net zero efforts can be operationalised in the
finance function and showcase insights from our
respondents in the finance field.

Throughout this report, you will find frequent
emphasis on the finance function interrelationship
with sustainability initiatives through elements such
as infrastructure and data, risks and opportunities,
upskilling and reskilling, commitment gaps and
others.

Readers will have a clearer understanding of what
more is needed to meet net zero emissions targets.
Taking it a step further, if you have a role in finance,
this report can serve as a key reference point on how
you formulate an action plan in your organisation’s
road to net zero.

Foo Yoke Pin

Executive Director,

The Malaysian Institute of
Certified Public Accountants
(MICPA)
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Net zero and the changing
role of finance

Finance leadership plays a crucial role in driving
net zero efforts, not only for sustainability
objectives but also for long term value creation. 7 7 0/
This is primarily due to their: o

e ability to effectively manage information consider the shift in the
e extensive network of relationships overall finance role to
e focus on long term value increasingly support the

organisation’s
sustainability goals as
A majority of respondents are receptive to the a welcomed

added duties of sustainability reporting, KPI transition
monitoring, and climate-related financial risk
disclosure, among others, with 77% of
respondents saying they view it as a welcomed
transition. Of that number, many believe that
finance as a core function is strategically placed
to address sustainability goals.

47%
In light of heightened regulatory environment 0

and investor demands, finance professionals
are acutely aware of the implications in failing to

e wide range of analytical tools and skill sets

see the loss of

comply with ESG practices. Their commitment competitive
in ensuring reporting and investor-grade data is advantage as well as
paramount. reputational
damage to be the
The changing role of the finance function largest impacts as a

result of failing to comply
with ESG practices

Having clarified the need for change in the role of finance, it is more
important to understand what changes are needed. Attending to
demands for support in the net zero agenda will require the utilisation of
similar skill sets and potentially the same tools, only that a new
perspective must be considered in balancing financial performance.

For example, with budgeting and forecasting being a frequent and crucial component of the finance
function, there is a need to start looking into internal carbon pricing and adopt a forward view on how
externalities could affect the bottom line. This, along with other adaptations, can help mitigate the
negative implications mentioned earlier, on top of helping companies to be prepared for substantial
amendments to legislative and regulatory policies in the coming years.

Figure 1: Examples of how the finance function can integrate net zero efforts into existing roles (non-exhaustive)

Sustainability-integrated role

Prepare timely, reliable and
investor-grade sustainability reports

Traditional finance tasks

Stay on top of reporting requirements,
and perform budgeting and forecasting
exercises

Gather insights from various
stakeholder engagements

Integrate sustainability into daily
operations and investments strategies

Own and maintain the company’s Establish credibility in sustainability
financial and analytical data data
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Roles of finance in the transition to net zero

Depending on specific needs and wants, the actual role of finance may differ. So how can the finance
function synthesise all of these distinctions to determine the role best suited to address the company’s
needs?

In our view, finance leaders can further value creation and lead on sustainability by playing four
interconnected roles:

Strategic Transformative
visionary catalyst

Balance longer term risks and opportunities Aligh company strategy and culture behind
from sustainability commitments a common sustainability agenda

Collaborative Grounded
integrator communicator
Build internal and external networks to Bring data and cross-functional

uphold sustainability commitments understanding together to present a business
case for a sustainability programme

From our survey, it is clear that respondents believe CFOs and the finance department would be most
suitable playing the role of the grounded communicator in supporting the transition towards net zero.

This commensurates with findings from a separate question asking the specific sustainability initiatives that
the finance function would be involved in. Data was a standout, as sustainability reporting (78%), monitoring
of sustainability KPIs (72%), and climate-related financial risk disclosure (62%) were the top sustainability
initiatives they understood the finance function to be and/or should be involved in.

Chart 1: Role of finance function in ESG Chart 2: Finance function involvement in sustainability initiatives
60% Monitoring of sustainability KPIs _ 72%
Inclusion of climate-related financial _ 62%
risks in financial statements °
Carbon tax planning 37%
32%
Carbon credit market 33%
Modeling of climate risk 22%
Grounded Strategic ~ Transformative Collaborative Others 5%
communicator visionary catalyst integrator
Q. What role do you think CFOs and the finance department, as Q. Please select all sustainability initiatives that the Finance
an extension, play in the ESG agenda? Choose all that apply. function is involved in.
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https://www.pwc.com/gx/en/issues/esg/how-cfos-further-value-creation-leading-sustainability.html

/_/

2/ | net zero agenda?

’!ﬂ Is finance ready to lead the
)5

At the core of every sustainability transformation lies a finance challenge -
how to make your organisation green without going red.

Finance must translate the net zero strategy into actionable steps,

from altering reporting to fostering value driven decision making.This role
extends into emerging areas like carbon markets. Financing net zero also adds
complexity as it involves not just handling standard financing elements like
capital costs but also managing green financing, which secures funds for lower
carbon projects.

Ultimately, the finance function holds a central role in the transition to net zero.
The question is, are they ready? Limited in-house expertise could hinder
progress. Through their responses, there are clear key challenges in finance’s
bid to turn companies green: lack of reliable ESG data, lack of resources,
and lack of knowledge.

Chart 3: Key challenges in committing to sustainable practices

Lack of knowledge 60%

Financial capability 38%
[ | / ’
Company size 20%
Others 13%
0% 20% 40% 60% 80%

Q: What are the challenges faced by your organisation in committing to sustainable
practices?




Finance leaders see room for
companies to improve their ESG
data infrastructure

We can’t manage what we can’t measure.
Data-driven decisions are key in bridging the gap
between net zero ambition and action. However,
survey findings suggests that existing
infrastructure used to capture ESG data is
still in its early stages.

While 53% of finance leaders surveyed reported
that the data is periodically maintained
(intermediate), 42% of respondents said that
their data is inconsistently managed and lacks
clear ownership (nascent). Only 5% mentioned
that their data has been seamlessly integrated
into the business’s software infrastructure and
stored in a common data warehouse (advanced).

The race towards net zero demands a robust
level of ESG data management as the appetite
for transparency and visibility grows larger.
PwC'’s Global Investor Survey 2022 found that
87% of investors perceive that company
reporting on sustainability performance contains
elements of greenwashing.

Chart 4: The state of ESG data infrastructure

@ Nascent @ Intermediate @ Advanced

Q: Which of the following best describes your data
infrastructure for ESG data compilation? (responses
summarised)
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Counting carbon emissions

Carbon accounting underpins much of the
economic analysis related to climate change,
forming the basis of a company’s journey to net
zero. Only 30% of respondents said that they
report on emissions data as part of their
monthly operation and financial analysis.

Companies surveyed appear to report more on
health and safety issues (52%), anti-corruption
(50%) and energy management (47%).
Collecting quality emissions data, especially
Scope 3 emissions, is crucial in decarbonisation
efforts for both the private sector and nation. Yet,
tracking and measuring Scope 3 emissions,
which make up a big chunk (around 65-95%) of a
company's carbon footprint, can be a real
challenge. This is because companies often have
little control or influence over their suppliers’
operations.

In a PwC-CMM report on corporate Malaysia’s

journey towards a sustainable supply chain, only
around 20% of companies collect ESG data from
their suppliers, and 14% incorporate ESG as part
of their supply chain tracking.

Just 30% of

respondents

include emissions data in
their monthly operation
and financial analysis.



https://www.pwc.com/gx/en/issues/esg/global-investor-survey-2022.html
https://marketplace.asiapacific.pwc.com/product/emissions-tracker
https://www.pwc.com/gx/en/services/sustainability/climate/scope-three-challenge.html#:~:text=Scope%203%20emissions%20are%20both,reporting%20them%2C%20seem%20devilishly%20complicated.
https://www.pwc.com/my/en/assets/publications/2023/corporate-malaysias-journey-towards-a-sustainable-supply-chain.pdf
https://www.pwc.com/my/en/assets/publications/2023/corporate-malaysias-journey-towards-a-sustainable-supply-chain.pdf

Closing the confidence gap on skills

The consensus view among finance leaders is that ESG skills
are important. But, respondents’ confidence in the finance

function performing those skills tells a different story. 8 0 (y
More than o

On average, less than 40% who claim each skill to be important

. C , agree on the
demonstrated actual confidence in their finance departments )
ability to execute those skills. The confidence gap grows larger |mp0rtance of ESG
when looking at C-suites and senior management, where the Comprehension,
level of confidence drops to 32% on average, despite them
finding the finance function's ability to embed ESG into financial
risks the most important.

integrating it into financial risk,
and adapting to evolving ESG
frameworks

Evidently, the finance function would benefit from upskilling. By
deepening their grasp on relevant principles and having
hands-on experiences, finance leaders can adeptly navigate the
dynamic sustainability landscape and make well-informed
financial choices.

Less than

40% feel

confident in

their finance function’s ability
to comprehend ESG topics
and effectively convey ESG
matters
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Evolving sustainability
reporting landscape in
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R Spotﬁght on Sgo

- combamegetudled dlsglosﬂng thelr emrsmons

> \‘ There has been an @ﬁasrﬁg caII for the

ALK “harmonlsggtonlL of ét}atalnfablllty reporting standards
for enhamka’“tramency from investors, regulators
and other sta‘(eftolders Notably, considerable

Rl progress have been made in the sustainability

reporting landscape in 2023. o ,‘Trus,t»and transparency over sust;amabtllty .
9 'related data can be a c‘.omf)etltl a '

for companies. Assurance ove § :
~ reporting adds credibility and burlqs trust lﬂ”f\ S ‘j"\’

E AT yib A
’v

comparfres need to placean added effort for
'better transparency and. acéuracy of the
JmeasUrement of their Scope 3 emissions.

PwC worked with the National University of
Singapore (NUS) to gather insights on the state of -

sustainability reporting in Asia Pacific. 3 e~
: e ESG drsctof&ures increasing Cohfidencele\;ets'
| Key findings on the sustainability reportlng Iandscape i amgng,y{e‘f{ of the reports. 49% of cotnpanles
L= in Malaysra include: A G ey S \* Et‘tidred have carried out external assurance.

rLge xSustamabIe Development Goals (SUG) an‘d s
: Global Reportlng Initiative (GE{I)grefmost
; commonl? used rameworks |h~M§ﬂ y
adopted by 92%' nd 84% of companies stud
respec‘tlvety/ fottewed’ by the Task Forc
CImate—Related [-'|nan0|al Disclosures (TC S
e The‘\’efwsed GRI Standards have more'%éUS on
L v«, oryanlsatlons impacts on the economy,’ e
, ; “environment and people, and are effective for
b & repor’ung from 1 January 2023.

e The adOptmn‘oﬁ‘the TCFD framework has
gained &gmﬁc%f tractlon 60% have now
allgned the|r repompg wrth the framework in

! contrast Wlth 28% |r1 the previous year. Wrth
WS TCFD ahgned dlsclosures being mandated for
‘ oompanles listed in Bursa Malay&a‘begmmng

- 2025, we expect that*ﬂ;rere Wl|| be further uptake
of the framework o

Chart 6: State of sustalnabmty reportlng standards ant;t‘x
frameworks used in-Malaysia

92% 84%  60% 24% 22%

88% 80%  28% 48% 12%

Source: Sustainability Counts‘2023 and 2022, based on top-50
listed:companies by market capitalisation

SDG: Sustainable Development Goals

GRI: Global Reporting Initiative

TCFD: Task Force on Climate- Related Financial Disclosures
IIRC: The International Integrate\d.; ing i
CDP: Carbon Disclosure Project
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https://www.pwc.com/gx/en/issues/esg/esg-asia-pacific/sustainability-counts-2023.html
https://www.pwc.com/gx/en/asia-pacific/sustainability-counts.pdf

Time to take the driver’s seat

There is an enormous opportunity for finance functions to strengthen their relevance and live up to the
evolving demands and performance expected of them. They can increase the value of sustainability-based
insights into strategic and operational decision-making and foster the right control mindset over these
issues across the entire organisation.

Three key areas to address:

Tackle the data challenge

Finance leaders recognise the importance of net zero for businesses,
yet measuring it remains complex. Auditable and regulatory-grade
ESG data will be key for investors and shareholders going forward.
Optimising data processes is crucial for quick, informed decisions in
today's data-driven world. Aligning data collection with reporting
needs, both internal and external, is vital to ensure transparency,
compliance, and adaptability to changing regulations.

Bring together financial and
environmental competencies

Connecting financial and sustainability-related competencies is key.
Finance executives must be given opportunities to learn the
language of climate change and decarbonisation from Scope 1, 2
and 3 emissions, transition and physical risks and
sustainability-linked financing, among others. Relevant sustainability
upskilling opportunities will enable them to identify sustainability risks
and solutions, and take part in supporting net zero transformation in
a financially balanced manner, utilising taxonomies and harnessing
green finance and carbon instruments effectively.

Enhance reporting effectiveness

Track and report sustainability performance starting with the most
financially material metrics. Collaboration between sustainability and
finance teams can make sustainability reporting more meaningful by
placing it in a financial context, while breaking down data silos.
Additionally, organisations can mitigate greenwashing risks by
integrating robust systems, controls, and oversight into reporting
processes for accuracy and reliability. Strengthen trust by seeking
assurance from impartial practitioners skilled in applying professional
skepticism.

MICPA-PwC 2023 10


https://docs.google.com/presentation/d/1risbxxha8oyPz6STObcdhMXK1okvFhT_CxYDmqDQAwg/edit#slide=id.g25a5ab0ac35_0_8225
https://docs.google.com/presentation/d/1risbxxha8oyPz6STObcdhMXK1okvFhT_CxYDmqDQAwg/edit#slide=id.g25a5ab0ac35_0_8225
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MICPA and PwC Malaysia jointly conducted a study to help stakeholders understand the role finance
function can play in their organisation’s transition to net zero.

About our survey

Between June and July 2023, an online survey was conducted in which 60 responses were received.

Demographics

Designation Industry / Sector

Construction &
engineering

Consumer staples - 7
Consumer
discretionary - S
Energy & utilities - 5

Information technology . 2

-

All/ generalist [} 2

Heavyindustriesl 1
@ C-suite/ Director @ Senior management

@ Management @ Executive Others - 8

Ownership Revenue

@® Public-listed @ Private enterprise @ Above RM5 bil @ RM1 bil - RM5 bil @ RM250 mil - RM1 bil
@ Less than RM 250 mil

MICPA-PwC 2023 1
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Any opinion, analysis, observation, commentary and/or statement made by
MICPA are solely statements of opinion based on information obtained from
sources which MICPA believes to be reliable and therefore, shall not be
taken as a statement of fact under any circumstance. MICPA does not and
is in no position to independently audit or verify the truth and accuracy of
the information contained in the document and shall not be responsible for
any error or omission or for the loss or damage caused by, resulting from or
relating to the use of such information. Neither MICPA nor its affiliates and
employees give any express or implied warranty, including, but not limited
to, any warranty as to the accuracy, completeness, merchantability or
fitness for any particular purpose or use of any such information.

Anyone using and/or relying on MICPA document and the information
contained therein, solely assumes the risk in making use of and/or relying
on such document and all information contained therein, and acknowledges
that this disclaimer has been read and understood, and agrees to be bound
by it.

© 2023 The Malaysian Institute of Certified Public Accountants Malaysia

(MICPA), a company limited by guarantee, incorporated in Malaysia. All
rights reserved.
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This content is for general information purposes only, and should not be used as a substitute for consultation
with professional advisors.

© 2023 PwC. All rights reserved. "PricewaterhouseCoopers” and/or “PwC” refers to the individual members of
the PricewaterhouseCoopers organisation in Malaysia, each of which is a separate and independent legal
entity. Please see www.pwc.com/structure for further details.




