


Sustainability in Tech

Key Lessons from Big Tech Companies



Tech sector share of global emissions is expected

to surge up to 5x by 2040

Share of emissions by ICT sector is
expected to increase from ~3% to

6%-14% by 2040

Max. 14% Current commitments by tech sector
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Note: * Includes technology and telecommunications industry. The technology sector in the context

of our discussion includes all hardware and software use cases in the ICT sector, including computing devices,

data centers and communication networks. GHG emissions cover Scope 1, 2 and 3 emissions
Sources: UNEP DTU, press research, FTI Delta

may be insufficient to compensate for
the boom of ICT services, driven by:

Rise of Al and machine
learning operations

Growth of cloud computing
and digital services

Acceleration of blockchain
and crypto adoption

Increase in demand for
high-performing hardware
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Tech companies are in a good position to capture
the tull benefits fTrom ESG

Existing value Enhance brand reputation and gain ’
. i access to new markets and customers @
Revenue expansion 1
.. 9 Reduce usage of resources s.uch as @
- energy and water for operations s/
OPEX efficiencies ﬁ
|
. 3 Maximize asset and resource utilization
CAPEX efficiencies i for CAPEX reduction and avoidance
|
Cost of capital 4 g  Accesssustainable investments and —
.| financing with favorable interest rates
Compliance 5
.. 5 Avoid scandals and penalties by ensur- =
n ing full compliance with local regulations =4/
Others ;
| 6 Attract and retain talent, and develop
ESG leader value strong relationship with public entities = ——

Sources: FTI Delta ﬁ FTIDELTA



ESG leaders are showing superior returns in
capital markets

5-year performance of S&P 500 ESG Index vs. S&P 500 Index
(Rebased to 100)

— S&P 500 ESG Index S&P 500 Index
S&P 500 ESG index has outperformed the S&P
500 by ~12% over 5 years as at Apr 2024
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Compound annual returns of tech companies based on MSCI ESG ratings
(2013-2021)

24% 220/

18%
Leader Average Laggard
(AAA, AA) (A, BBB, BB) (B, CCC)

/\
Tech stocks with higher MSCI ESG ratings presented higher returns from 2013 to 2021

Sources: Institutional Investor, Kroll, S&P, Yahoo Finance, FTI Delta analysis ﬁ F T | DE LTA



Tech ESG leaders have set and progressed on
clear environmental goals while investing in
environmental R&D

KEY ENVIRONMENTAL BEST PRACTICES OF TECH ESG LEADERS
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GHG emissions
management
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Energy usage
and efficiency
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Water
management
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Waste
management
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Ecological impact
management

Note: *Power purchase agreements
Source: FTI Delta

Sets ambitious Net Zero goals
and makes progress in reducing
net emissions

Uses 100% renewable energy
and invests in more renewable
energy PPAs!

Sets clear water positive goals
and makes progress in reducing
water usage

Sets clear waste goals
(e.g., Zero Waste)

Minimizes ecological impact of
internal processes that create
negative impact

Deep-dive following

Invests in technologies to reduce
carbon emissions

Optimizes energy usage with Al

Invests in innovative water
solutions internally and with
partners

|dentifies main sources of
waste to target waste
reduction initiatives

Contributes to broader society
through ecological funding and
innovation
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Al Is progressing to leverage energy consumption

BEST PRACTICE: OPTIMIZES ENERGY USAGE WITH Al

@ Al has been leveraged to optimize
= energy usage...

Example: Google’s DCs PUE with Al optimization

Higher PUE
'gher ML control off

.

ML control on

/

Lower PUE

Google’s DeepMind Al reduced energy used for cooling
Google DCs by 40%, with a 15% reduction in overall
PUE overhead

Enhance Al energy
efficiency by using the
latest Al chips and
control mechanisms

Source: Company websites, Google, Bloomberg, Eco-Business, FTI Delta analysis

Use Al to run workloads
when renewable energy is
plentiful

: ...but Al usage has also drastically
increased emissions

Example: Microsoft’s emissions after Al surge

-s- Climate plan (simulated) Actual
--- Difference, target vs. actual emission
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Al usage increases energy demands for computing
power, resulting in the potential moving back of Net
Zero targets
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Use Al to monitor and
predict energy usage across
business operations
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Tech ESG leaders treat social issues as a top
priority, proactively improving interactions
with society

2 KEY SOCIAL BEST PRACTICES OF TECH ESG LEADERS Deep-dive following

% Incorporates DEI as part
A of business-as-usual

Diversity, equity :
. . corporate strategies
and inclusion

Actively integrates racial
and ethnic minorities
into the workplace

Improves representa-
tion of women in the
workplace

43

ol

Fair wages
and benefits

el

Workplace
health & safety

&

Supply chain
partnerships

il
Community
engagement

Sources: FTI Delta

Reports and adjusts employee
pay to reach pay equity

Invests in employee health &
safety initiatives proactively and
ensures workers are treated fairly

Has solid codes of conduct en-
forced through audits/checks
(e.g., Zero Waste)

Communicates and collaborates
with key stakeholders in wider
society

Reports and adjusts employee
pay to reach pay equity

Addresses health & safety
concerns raised by employees

Equips suppliers with technology
and knowledge to abide by the
codes of conduct

Invests in initiatives catered to
local communities to create
long-term positive outcomes
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Tech firms have significant impact on communities
and will need further buy-in from key stakeholders

as they expanc

BEST PRACTICE: COMMUNICATE AND COLLABORATE WITH KEY STAKEHOLDERS

DCs account for a large portion
of energy use...

Ireland electricity consumption usage by DCs (%)

2022 - Fastest-growing electricity
e 17% market in Europe
I
,' “ (5.3 TwH) Increase in expected DC
I energy consumption in
- 2026 Ireland 2022-2026
(12.2 TwH) Most recently, in August 2024 plans for a

Google data center in South Dublin were
rejected by the city council

i

Understand key concerns of local
communities and devise infra
build-out plan to minimize
resistance from locals

Sources: The Irish Times, IEA Electricity 2024, FTI Delta analysis

o © o . .requiring more stakeholder
Il alignment on several topics

Gov’t agencies Energy prodivers
Stricter regulations on Low energy availability
new DC build and potential moratoriums

on new DC build

Tech companies Local residents

Potential actions to miti- Weighing health and

gate concerns about high environmental concerns

power consumption vs. potential job creation
[

Form partnerships with energy
providers to develop new renewable
energy capacity for digital
infrastructure operations
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Tech ESG leaders ensure high regulatory
compliance and transparency while protecting

their sharenolders’ interests

3 KEY GOVERNANCE BEST PRACTICES OF TECH ESG LEADERS

0000 Ensures high board independence
. Leadership and and diversity
board structure
Q Reports compliance with
and compliance transparent manner
(vB%) Reports transparently and com-
C Transparency Erehznswlely on ESG perfc;rmdance,
Sl R T ased on latest ESG standards
&1 Commits to comply to
D Business ethics e’:ct;lcs |n(pert|2|e)nt areas
| practices OTTOLUS 1€-8.,
{jcé Avoids concentrating voting
B shareholder power within select groups/

rights individuals/mgmt

Sources: FTI Delta

Avoids engagingin
anti-competitive
behavior

Deep-dive following

Complies with latest regulations
on board independence and di-
versity

Publishes voluntary disclosures
to improve user confidence

Engages third-party assurance
services for ESG reporting

Devotes talent to
focus solely on
ethical practices

Offers fair and objective
evaluations of proposals from
minority/retail shareholders



The usage of Al can aid tech firms to streamline anc
increase the quality of sustainability reporting

BEST PRACTICE: TRANSPARENT AND COMPREHENSIVE ESG REPORTING

Al can help identify key areas
to work on...

Pain point Al’s role

« Anticipate sustainability

Unclear ROl / ks

Frontrunner outcomes from :
« Improve operational
sust.
performance

Lack ofindustry  « Enhance industry-specific
Advanced focus for sust. stakeholder management

reporting « Automate reporting process

Ufr;sur.e th\{V e  Understanding of regulatory
Starter SifeamiEy e requirements

e S_USt' « Help with procurement

reporting

o]

e

Investment in the development of Al
tools to automate ESG reporting to
comply with reporting requirements’

m ... and automatically generate
WD sustainability reports

ESG Report Generation with Al

Automate Al-enabled ESG reports, reduce efforts on periodic reports and embed sustainability strategy into
programme execution.

Engagement of third-party assurance
services on the ESG metrics reported
in compliance with, e.g., CSRD?

Notes: !Including TCFD, SASB, GRI and CSRD; *Corporate Sustainability Reporting Directive is an EU
regulation that requires companies to report on the impact of corporate activities on the environment

and society, and requires the audit (assurance) of reported information
Sources: Company websites, IDC, FTI Delta analysis
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In conclusion, there are seven key strategy-to-
execution themes among best-in-class ESG leaders

@ Strategy

Goes beyond environmental factors to
focus on social & governance

Treats ESG topics not as special projects,
but as top priorities

Has clearly committed ESG goals, with
prioritization of progress towards attainment

Commits to ESG from the top down, with
leadership setting an example

Sources: FTI Delta analysis

@} Execution

Ensures proactive approach to ESG
improvement, while staying abreast
of latest regulations

Ensures transparency in all
ESG-related reporting

Provides confidence in ESG
reporting through engaging
audit/assurance services
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Reach out to our tech experts to learn more
about how FTI Delta can help

Javier Alvarez Fred Liebler Sylvia Tay
Senior Managing Director, Principal, Tech Practice Team Leader, Tech Practice

Leader of Tech Practice (EMEA)

FTI Delta is a global industry-specialized strategy consulting practice delivering end-to-end transformation. Our unrivaled team of experts offers a wide range
of services that create value throughout the entire strategy-to-execution journey, serving top-tier corporations, private investors, mid-market companies and
government authorities. FTI Delta is part of FTI Consulting (NYSE: FCN), a leading global advisory firm. For more information, please visit ftidelta.com and
follow us on LinkedIn @FTI-Delta

“FTI Consulting is an independent global business advisory firm dedicated to helping organizations manage change, mitigate risk and resolve disputes: finan-
cial, legal, operational, political & regulatory, reputational and transactional.
FTI Consulting professionals, located in all major business centres throughout the world, work closely with clients to anticipate, illuminate and overcome
complex business challenges and opportunities. For more information, visit www.fticonsulting.com and connect with us on Twitter (@FTIConsulting),
Facebook and LinkedIn

©2024 FTI Consulting, Inc. All rights reserved. fticonsulting.com
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