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Introduction

e Whatis ESG?

— ESG looks at the broader risks related to a business, focusing on three risk factors:

e Environmental
e Social
e (Governance

e ESG takes a holistic view, looking at the long-term value of a business with various stakeholders in
mind, including the owners and investors, employees, consumers and the community, and the

environment.

e An ESG strategy is a business plan and investment strategy for incorporating ESG factors into
business operations with a view of creating long-term value.
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Challenges of ESG

 What are the Challenges to Implementing an ESG Program?

— Politicized issue
e Anti-ESG laws

— Exaggeration of ESG Commitments
» Greenwashing, diversity washing
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Benefits of ESG

 Why is ESG Important to Franchise Companies?

— Sustainability

» Creates long-term value for brands by implementing, top-line growth, cost reductions, regulatory relief, productivity
uplift, and investment and asset optimization

— ROI

* Improve financial performance and brand reputation
« Strengthen relationships with stakeholders: franchisees, customers, suppliers, investors and owners
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Strategies for Implementing ESG in a Franchise System

e Measureable factors and measureable results

« Step 1: Conduct Materiality Assessment to Select Pillars of the Company’s ESG Strategy

— Determine which ESG factors apply to your franchise system and potential to affect future financial
performance

« Step 2: Explore Frameworks for Reporting
— Currently, there is not one standard; the Global Reporting Initiative (GRI) is most popular

« Step 3: Establish Baseline Data/Metrics
« Step 4: Set Goals for the Future of the Company

o Step 5: Measure Performance and Prepare Reports of the Results
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Examples

e McDonald’s

» Planet Fitness

» Avis Budget Group

» Carrols Restaurant Group

 European Wax Center
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