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In light of the Nexia Week — a week dedicated to Environmental, Social, and
Governance (ESG) initiatives, this article explores the growing importance of ESG
considerations in deal-making and how deal advisors can integrate sustainability
factors into their evaluations and recommendations.

Integrating ESG in investment decisions
Investors want to integrate ESG risks and opportunities, and their financial impact, on any investment decision.

Recently, there has been a larger adoption of ESG frameworks by several organisations. The main purpose is to
provide investors with a greater transparency and comparability and to assist asset managers with clearly
communicating the ESG-related features of their investment products. In addition, the ESG framework adoption aims
to enhance the relevance, reliability and comparability of non-financial information disclosed.
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What is responsible investing?

Sustainable investing, also known as responsible investing or ESG investing (Environmental, Social, and Governance),
is an approach that considers not only financial returns but also the broader impact of investments on the
environment, society, and corporate governance.

In recent years, there has been a significant shift towards integrating sustainability considerations into investment
decisions. This trend has also permeated the realm of deal advisory, where dealmakers evaluate and advise on
mergers, acquisitions, and other financial transactions.



ESG Integration in Due Diligence

Due diligence plays a crucial role in evaluating the risks and opportunities associated with a potential transaction.
Incorporating ESG factors into the due diligence process can provide deeper insights into a target company's
environmental impact, social practices, and corporate governance standards. This helps investors assess potential
risks, reputation issues, and long-term sustainability prospects. Some benefits include:

ESG due diligence helps identify and assess potential risks associated with

Risk Mitigation environmental, social, and governance factors, allowing investors to make informed
decisions and mitigate risks.

Long-term Evaluating ESG practices helps identify companies with better long-term financial

Performance performance, resilience, and alignment with evolving consumer preferences.

Reputation & Brand
Enhancement

Investing in companies with strong ESG performance enhances an investor's
reputation and brand image.

Access to New

ESG due diligence expands the universe of investment opportunities, enabling
investors to access emerging trends, technologies, and industries driving sustainable

Sustainability Goals

Opportunities solutions.

Stakeholder ESG due diligence facilitates engagement with various stakeholders, fostering better
Engagement alignment of values and long-term partnerships.

Regulatory Due diligence helps ensure compliance with ESG regulations and anticipate future
Compliance changes, avoiding legal and reputational issues.

Impact & ESG due diligence enables investors to align their investments with their impact and

sustainability goals, supporting positive social and environmental outcomes.

In summary, due diligence on ESG investments provides a comprehensive
assessment of sustainability performance, risk exposure, and long-term value
creation, allowing investors to make informed decisions aligned with their financial,
ethical, and impact objectives.

ESG due diligence, while valuable, also presents several challenges.

Here are some key challenges associated with ESG due diligence:

Lack of
Standardisation

Varying reporting frameworks and metrics make it challenging to compare and
assess companies consistently.

Data Availability &

Access to accurate and comprehensive ESG data can be limited, and data reliability

Interpretation

Reliability can vary.

Complexity of ESG ESG factors encompass a wide range of complex and multifaceted issues that
Issues require specialised knowledge for evaluation.

Subjectivity & The interpretation of ESG factors can be subjective, leading to varying assessments

among stakeholders.

Greenwashing &
Reporting Integrity

Ensuring the accuracy and integrity of reported ESG data is crucial, as misleading
claims and greenwashing can occur.

Time & Resource
Constraints

Robust ESG due diligence can be resource-intensive and time-consuming,
particularly when faced with limited resources and time constraints.

Evolving Regulatory
Landscape

Adapting to evolving ESG regulations and reporting requirements adds complexity to
ESG due diligence.




Value Creation through Sustainability

Addressing ESG issues is no longer viewed as a mere compliance exercise but as a driver of value creation.
Companies that effectively manage environmental and social risks, embrace good governance practices, and align
with sustainability goals often have a competitive advantage. Deal advisors can identify and quantify such value
drivers, helping investors make informed decisions and capitalize on sustainable investment opportunities.

By integrating sustainability into business strategies, companies can drive financial
performance while simultaneously addressing environmental and social challenges!
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Impact Investing and Deal Advisory

Impact investing focuses on generating positive social and environmental impact alongside financial returns. Deal
advisors can explore opportunities to connect impact investors with businesses that align with their values and
impact goals. This involves assessing the potential social or environmental impact of an investment and structuring
deals that maximize both financial and impact returns.

ESG Integration in Deal Structuring and Negotiation

ESG considerations can influence deal structures and negotiations. For example, deal terms may include provisions
related to sustainability targets, responsible supply chain practices, or carbon footprint reduction commitments.
Advisors can help clients identify and negotiate these ESG-related aspects, ensuring that sustainability goals are
incorporated into the deal's framework.

Reporting and Transparency

Increasingly, investors and stakeholders demand transparency and accountability regarding ESG performance. Deal
advisors can guide companies in enhancing their ESG reporting and disclosure practices, ensuring that relevant
sustainability metrics and targets are effectively communicated to investors, regulators, and other stakeholders.



In summary, the integration of sustainable investing principles into deal advisory brings
new dimensions to the evaluation and execution of financial transactions. Deal advisors
can play a vital role in identifying and leveraging sustainable investment opportunities,
evaluating ESG risks, and assisting clients in navigating the evolving landscape of
responsible dealmaking.

How we can help:

The best place to start is with a thorough assessment of your ESG goals and objectives, what has been implemented
and achieved so far, and what the next steps should be on your ESG journey to best drive positive impact and deliver
outstanding value.

Our services include:
> Strategy and policy

Operations and implementations

\

Risk and disclosure

\

ESG Assurance

\

\

Investment impact
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DISCLAIMER

Information provided and presentation of this document are for informational and educational purposes only and are not a
recommendation to take any particular action, or any action at all, nor an offer or solicitation to buy or sell any securities or
services presented. In writing this document, Nexia Poyiadjis Limited is not providing investment advice and should not be relied
on for any investment decision.

The information contained herein is of a general nature and is not intended to address the circumstances of any particular
individual or entity. Although we endeavor to provide accurate information, there can be no guarantee that such information is
accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information
without the appropriate professional advice after a thorough examination of the particular situation.

Nexia Poyiadjis Limited is a member firm of the “Nexia International” network. Nexia International Limited does not deliver services in its own
name or otherwise. Nexia International Limited and the member firms of the Nexia International network (including those members which trade
under a name which includes the word NEXIA) are not part of a worldwide partnership. Member firms of the Nexia International network are
independently owned and operated. Nexia International Limited does not accept any responsibility for the commission of any act, or omission to
act by, or the liabilities of, any of its members. Nexia International Limited does not accept liability for any loss arising from any action taken, or
omission, on the basis of the content in this publication or any documentation and external links provided.

(References to Nexia or Nexia International are to Nexia International Limited or to the “Nexia International” network of firms, as the context may
dictate). For more information, please visit www.nexia.com
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