THE ESG BACKLASH

THE IMPACT OF ANTI-ESG SENTIMENT ON THE LEATHER INDUSTRY
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ESG: A BRIEF HISTORY

ESG is a framework that evaluates the sustainability & ethical

performance of companies

E: Climate, biodiversity risks
S: Worker safety, DEI, labour relations
Related policy, executive compensation

G:
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ESG: A BRIEF HISTORY

1962

1987

2000

2015

2020

Silent Spring

Brundtland Report

UN Millenium Goals & GRI

Paris Climate Accord & SDGs

The Boom

Limits to growth
A study published by the Club of Rome that
predicted dire consequences resulting from

exponential population and economic growth.

Our Common Future
(Brundtland Report)

the ability™
own needs’.

Kyoto Protocol
An international treaty that committed
industrialised economies to limit and reduce
the greenhouse gas emissions in accordance
with agreed individual targets.

2000b

Global Reporting Iniviative (GRI)

An international standards organisation that

sets guidelines for reporting publicly on the

economic, environmental, and social impacts
of a business.

Integrated Reporting Framework

A tool used to explain to providers of
financial capitglh iQQ creates,

Task Force on Climate
Related Financial Disclosures

pacts of climate-related rjs
and opportunitte i

1962

Silent Spring
Rachel Carson’s book, Silent Spring,
is a trademark for environmental activism.
X warned of the detrimental effects of DDJ
pXsticides on human and environmental

Montreal Protocol
The first internationally ratified treaty that
was designed to protect the ozone layer by
phasing out ozone depleting chemicals and
substances.

1995

World Business Council
for Sustainable Development
An organisation of over 200 businesses
working together g accelerate the transition
to a sustgieeBle future.

2000a

UN Millenium Development Goals
Eight international development goals
ommitted to by world leaders, to be
jeved before the year 2015.

2011

Sustainability Accounting Standards Board

A standards tool used to help companies
identify, measure, and manage their ESG
components.

2015a

UN Sustainable Development Goals
A set of 17 interlinked global goals, to be
achieved by 2030, set out by the UN. The
goals were designed to be ‘a blueprint to
achieve a sustainable future for all’.




THE ESG BOOM

alBC MARKETS BUSINESS INVESTING TECH POLITICS VIDEO INVESTING CLU

MARKETS

Sustainable investing is set to surge in
the wake of the coronavirus pandemic

PUBLISHED SUN, JUN 7 2020.7:32 AM EDT | UPDATED SUN, JUN 7 2020.4:02 PM EDT
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KEY ® The outbreak of Covid-19 co

POINTS ESG investing, or strategies t
environmental, social and go
financial metrics.

Unlocking
the ESG
Premium

® Sustainable funds attracted r
the market turmoil, according

these funds are outperformin Driving Value Creation

Through Actionable Social
& Environmental Performance

,COVID
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THE ESG PREMIUM - ACQUISITION SCENARIOS

Scenario 1
Limited progress on ESG Performance vs peers

Scenario 2
Significant progress on ESG Performance vs peers

Sales revenue 2021 € 830 million Sales revenue 2021 € 830 million

(EV/EBITDA multiple = 7) (EV/EBITDA multiple = 7)

Sales revenue 2030 € 1.000 million Sales revenue 2030 € 900 million

Assumes 2% CAGR 2021-2030 Assumes 2% CAGR 2021-2030

Limited replacement of fossil fuels 100M lost sales (exit portfolios, replacement with renewables)
Limited climate related fixed costs €3 million/year extra fixed costs (eg: new staff, solar panels.)
EcoVadis score drops from Gold to Silver EcoVadis score goes from Gold to Platinum

EBITDA in 2030 (25% of sales) € 250 million EBITDA in 2030 (22% of sales) € 200 million
EV/EBITDA multiple in 2030 7-1=6* EV/EBITDA multiple in 2030 7+1=8"

Theoretical acquisition price € 1,5 billion [250 x 6%) Theoretical acquisition price € 1,6 billion (200 x 8%)




THE BACKLASH

2022 — 2024

e  Culture wars in the US

« WOKE =ESG/DEI

« “Anti-fossil means anti-business”

« Greenwashing accusations

« Social media fight influences (state) policy
« ESG policy burn-out (EU)

Texas's 2021 Anti-
ESG Law

ESG: Financing
July 1, 2024

CLIMATEWIRE

W.Va. seeks to add six firms
to boycott list, expanding ESG
backlash

State pension funds would not be affected by the
restrictions.

TEXEAS

—ANTI-ESG LAW—
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THE RETREAT

2024-2025

 Federal DEI policies banned

« Corporations roll back ESG
commitments

« CSRD postponed (EU)
« EUDR postponed (EU)

 Net Zero Banking Alliance

SSSSSSSSSSSSSSS

BREAKING

State Street Drops Corporate

Here Are All The Companies
Cutting DEI Programs

Conor Murray Forbes Staff
Murray is a Forbes s reporter covering entertainment trends.

Molly Bohan
Molly Bohmmon

n Forbes Staff

has been a Forbes news reporter since 2023.

Board Diversity Requirement:

TIME

6 SIGN UP FOR OUR IDEAS NEWSLETTER POV

Companies Are Ditching Big Climate Goals for
'‘Pragmatic’ Solutions

4 MINUTE READ

EU Mounts Major Retreat From ESG Agenda
Amid Fierce Backlash

By John Ainger an

d Frances Schwartzkopff | February 25, 2025

‘ Why the'Net Zero Banking Alliance  n.

| Collapsed and What It Means for

™

| Sustainable Finance




LEATHER INDUSTRY IMPACT
REPORTING BURDEN REDUCED

California Delays Rulemaking for New Climate Reporting
Regulations

:@ Mark Segal ~ October 15, 2025 e VY -
"+ EUDELAYS KEY CSRD

The California Air Resources Board (CARB), the regulator charged with developing and enforcing new regulations requiring large £ REQU'REM ENTS
companies to disclose their value chain emissions and report on climate-related financial risks, revealed that it will push off the initial

rulemaking for the new climate reporting regulation into early next year.
WHAT THES MEANS FOR
SUSTAINABILITY LEADERS

According to the CARB notice, under the proposed updated timeline, the initial rulemaking, previously anticipated for October 2025, will be
presented in Q1 2026. CARB said that the delay is being made in light of the large volume of public comments on recently issued
resources related to the new regulations and “ongoing input related to identifying the range of covered entities.”

Sustainability  Social Responsibility  Corporate Governance  Reporting  Regulations

DIVE BRIEF

EU adopts omnibus proposal, trims
sustainability reporting
requirements

The simplified package would remove 80% of companies from the scope of the

Corporate Sustainability Reporting Directive and delay reporting timelines.

Published Feb. 27, 2025
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LEATHER INDUSTRY IMPACT

DEFORESTATION

Regulatory Update

European Commission
Proposes Further
EUDR Delay

THE ESG BACKLASH - OCT. 2025

What led to the proposed EUDR delay?

®

EU IT system not ready for enforcement
The EU's IT system, TRACES NT, was cited in Roswall's letter as not being ready to manage
the scale of incoming documentation.

Member States aren’t aligned on readiness
Some EU Member States have advanced plans for enforcement, while others are building
their systems from scratch, leading to fragmented implementation.

Suppliers lack clarity on required documentation
There’s uncertainty and limited guidance for suppliers in producing countries on what
compliance documentation is expected.

Trade friction concerns for smallholder-dominant supply chains
Push back from EU Member States that argue immediate enforcement will create trade
friction, particularly for smallholder-heavy commodities such as cocoa and coffee.
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ESG IS NOT DEAD - IT HAS MOVED

Redefinition of corporate climate goals — value chain impact

Deforestation rules delayed, but not gone...

Sustainability claims will only be accepted with empirical evidence
Reporting disclosures delayed, but transparency is coming — “flaws and all”

Boom in environmental impact data collection (LCA, ZDHC, LWG)

= Stahl



THE ESG BACKLASH - TAKEAWAYS FOR LEATHER

ESG is already a risk management tool embedded in business strategy

Company valuations based on ESG performance will continue

The boom in environmental data continues (LCA, ZDHC, LWG)

Customer needs will be prioritized ahead of global governance initiatives

= Stahl



THE ESG FUTURE - DATA
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ECOTEXTILE

Podcast: Data: the ‘daddy’ of all
issues at ZDHC event

o oo XNOEEEE

Fresh off a flight from the ZDHC Impact Day in The Netherlands, John Mowbray gives a quick overview
of the talking points at the recent Amsterdam event for an express edition of Ecotextile Talks.
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Reports of my death have been greatly exaggerated...

Unidentified Corporate ESG Director
October 2025
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