ESG Reporting and Compliance for Indian Businesses @[]

@ Introduction

In today’s rapidly changing business landscape, Environmental, Social, and Governance (ESG)
standards have emerged as critical factors for business sustainability and investor confidence. ESG
reporting isn’t merely a checkbox; it’s a comprehensive strategy that reflects a company’s commitment
to ethical practices, environmental protection, and social responsibility. For businesses in India, ESG
compliance has gained traction with evolving regulations and frameworks that align with global
standards. This blog explores ESG reporting requirements in India, the significance of compliance, and
practical steps for Indian businesses to incorporate these standards into their operations.

@ What is ESG Reporting?
ESG reporting involves disclosing a company's initiatives and policies regarding:

1. Environmental impact: Carbon emissions, waste management, water conservation, and
biodiversity efforts.

2. Social impact: Employee welfare, diversity, human rights, and community engagement.
3. Governance practices: Corporate governance, transparency, and ethical business conduct.

With these pillars, ESG standards help companies create value while maintaining accountability
toward stakeholders, including investors, employees, customers, and regulators.

ESG Reporting Landscape in India

The regulatory environment for ESG reporting in India has transformed significantly in recent years.
The Securities and Exchange Board of India (SEBI) has introduced frameworks to guide Indian
businesses in adopting and disclosing ESG practices that meet global investor expectations.

Key Regulations Governing ESG Reporting in India
1. SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015:

o SEBI has mandated ESG disclosures for the top 1000 listed companies in India based
on market capitalization.

o This requirement aims to promote transparency and establish accountability among
publicly traded companies[2].

2. Business Responsibility and Sustainability Report (BRSR):

o Since FY 2022-23, the BRSR framework is mandatory for the top 1000 listed
companies, providing a structured format for ESG disclosures.

o The BRSR requires companies to disclose their policies on energy use, waste, social
responsibility, and governance practices. This report is voluntary for companies that
fall outside the top 1000, allowing them time to adapt to the framework][3].

3. National Guidelines on Responsible Business Conduct (NGRBC):

o Developed by the Ministry of Corporate Affairs, the NGRBC outlines principles for
responsible business practices in India, addressing environmental sustainability,
social responsibility, and ethical governance.
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o The NGRBC serves as a guiding framework for Indian companies in adopting ESG-
friendly policies even if they are not currently mandated by SEBI[4].

Why ESG Compliance Matters for Indian Businesses

1. Enhancing Investor Confidence

Global investors and financial institutions increasingly prioritize ESG factors, especially as
sustainable finance grows in importance. Companies with transparent ESG practices tend to
attract more investors as they align with global ethical standards.

Adhering to ESG compliance can enhance a company’s brand image and open opportunities
for foreign direct investment (FDI), particularly as global funds target ESG-aligned assets[ 1].

2. Competitive Advantage and Market Reputation

Companies with strong ESG practices differentiate themselves in the marketplace, often
gaining a competitive edge. An ESG-aligned business strategy can boost brand value and trust
among stakeholders.

For companies, ESG compliance signals a long-term commitment to sustainability, attracting
environmentally and socially conscious customers.

3. Risk Mitigation

ESG reporting helps identify potential environmental, social, and governance risks early,
allowing businesses to take proactive steps to mitigate them. This proactive approach reduces
exposure to risks such as regulatory fines, legal challenges, and reputational damage.

For instance, identifying high carbon emissions or water wastage early on can help a company
implement corrective measures before regulatory penalties arise.

4. Alignment with Global Standards

As the world shifts towards sustainable business practices, aligning with ESG standards
enables Indian companies to maintain global relevance.

Meeting ESG standards ensures that Indian businesses are compliant with international
guidelines, particularly beneficial for those engaged in cross-border trade or seeking
international partnerships[6].

lull Key Steps to Achieve ESG Compliance

To navigate ESG compliance effectively, businesses should take a structured approach to integrate
these principles into their operations.

1. Define ESG Goals and Objectives

Establish clear, measurable ESG goals that align with both regulatory requirements and the
company’s mission. This could include reducing carbon emissions by a specific percentage,
increasing workplace diversity, or enhancing governance transparency.

Setting tangible objectives helps businesses create actionable plans and assess progress over
time.

2. Conduct an ESG Assessment
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Perform an internal audit to evaluate the current state of environmental, social, and governance
practices. This assessment can reveal strengths and weaknesses, forming a baseline for
improvement.

Consulting ESG experts can provide guidance on industry best practices and compliance
standards.

3. Develop Policies and Procedures

Draft comprehensive policies covering environmental conservation, social responsibility, and
governance ethics. Ensure these policies are communicated across the organization and
understood by employees at all levels.

Policies may include guidelines on waste reduction, employee rights, data privacy, and anti-
corruption measures.

4. Collect and Analyze Data for Reporting

Accurate data collection is crucial for effective ESG reporting. Use software tools and platforms
to track metrics like carbon footprint, energy consumption, waste generated, and employee
turnover rates.

Data-driven insights enable businesses to monitor performance, make informed decisions, and
produce reliable ESG reports for stakeholders.

5. Prepare and Publish the BRSR

Follow the BRSR framework to structure ESG reports, ensuring compliance with SEBI’s
disclosure requirements. The BRSR is designed to make ESG data accessible and
understandable, making it easier for stakeholders to assess the company’s commitment to
sustainability.

Companies outside the top 1000 can voluntarily adopt the BRSR format to build transparency,
strengthen stakeholder relationships, and prepare for potential future regulations[2].

6. Engage with Stakeholders

Regular engagement with stakeholders—including investors, customers, employees, and the
community—builds trust and provides valuable feedback on the company’s ESG initiatives.

Use platforms like annual reports, press releases, and social media to share ESG updates and
achievements.

Q Challenges in ESG Reporting

Despite its benefits, ESG reporting presents several challenges:

Data Availability: Gathering accurate and comprehensive data on ESG metrics can be
difficult, especially for smaller companies with limited resources.

Evolving Regulations: The ESG regulatory landscape is dynamic, requiring businesses to
stay updated with new rules and mandates.

Cost of Implementation: Initial costs for integrating ESG measures and obtaining third-party
verification may be high, although they offer long-term returns in terms of sustainability and
risk management.

@ The Future of ESG in India
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The trajectory of ESG compliance in India points toward broader adoption and stricter regulations. As
SEBI expands its ESG requirements, companies outside the top 1000 may soon be required to report
on sustainability practices. Additionally, advancements in technology and data analytics will simplify
ESG reporting, making it more accessible for small and medium-sized enterprises (SMEs).

Looking Ahead: The evolving ESG landscape offers a chance for Indian businesses to play a significant
role in global sustainability efforts. By prioritizing ethical, transparent, and sustainable practices, Indian
companies can contribute positively to both society and the environment, paving the way for a
sustainable and prosperous future.

;f/\' Conclusion

ESG reporting is more than a regulatory requirement—it’s a blueprint for sustainable business growth.
By adhering to ESG principles, Indian companies can improve their resilience, attract investment, and
foster trust among stakeholders. For businesses seeking long-term success, integrating ESG is a
strategic move that aligns with the expectations of today’s socially conscious investors, employees, and
customers.

In a world increasingly committed to sustainability, Indian businesses that embrace ESG compliance
will not only gain a competitive edge but also contribute meaningfully to the global movement for a
greener, more equitable future.



