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House rules

We encourage active
participation. You can post your
questions at any time using the
Q&A function at the bottom of
your screen.

We will discuss the questions by
the end of presentation.
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This webinar is being recorded
and will only be used for ERM
internal purposes.

The presentation material will be
available after the completion of
this webinar.
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ERM'’s Clients in Climate Change Advisory

We have massive experience in supporting organisations to understand and manage their climate-related risks
and opportunities. A selection of our global clients is presented below.
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1. Basics of Climate Change
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Climate Change Risks are Highly Ranked S{&X\F&

Impacts
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in giga tons concentration of carbon dioxide), in parts per Infectious diseases ‘ I‘Climate action failure
million (ppm), (1000-2020)

~415 (2020}
Clobal Fossil CO, Emissions 2010-18 .
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Source: World Economic Forum Risk Report 2021
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Carbon Neutrality @xFRFl
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2. Carbon-Related Standards and
Frameworks
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Climate Initiative and Framework Overview

ik HERE XAV El P ENFIESREEES

P Today's discussion 4 Focus of Initiative Measuring Scenario Target Enabling Disclosure Standard/
- Emission Analysis Setting Action Reporting Verification

Carbon Border Adjustment Mechanism (CBAM)

British Standard Institute PAS2060

Climate Action 100+
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Scope 2 Scope 1
INDIRECT DIRECT
Scope 3
nIl INDIRECT
purchased : N \
goods and :: '
services | on nni N
d: purc!':ased elet:t:ricity, steam, .. %
heating & cooling for own use 2]
g leased assets
| company

capital
goods

fuel and
energy related

transportation
and distribution waste
generated in

operations

Upstream activities

N Facilities

s

company
vehicles

emplbyee

x commuting
i busmess

Reporting company

Greenhouse Gas (GHG) Protocol i&

Scope 3
INDIRECT
=
transportation
and distribution
processing of
sold products ?
useifsold leased assets
P end-of-life
treatment of
sold products

Downstream activities

ESEEBR

Scope 1: Direct GHG emissions

Direct GHG emissions occur from
sources that are owned or
controlled by the company, for
example, emissions from
combustion in owned or controlled
boilers, furnaces, vehicles, etc.;
emissions from chemical production
in owned or controlled process
equipment.

Scope 2: Electricity indirect GHG
emissions

Scope 2 accounts for GHG
emissions from the generation of
purchased electricity, steam, and
heating/cooling consumed by the
company.

Scope 3: Other indirect GHG
emissions

Scope 3 is an optional reporting
category that allows for the
treatment of all other indirect
emissions produced by activities
linked to the organization's value
chain.

GREENHOUSE
GAS PROTOCOL

The Greenhouse Gas Protocol

GREENHOUSE
GAS PROTOCOL

Corporate Value Chain
(Scope 3) Accounting
and Reporting Standard

Supplement to the GHG Protocol Corporate
Accounting and Reporting Standard

| www.erm.com
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Greenhouse Gas (GHG) Protocol BESIMZEIBR

GREENHOUSE
GAS PROTOCOL

Sample process map for a car (cradle-to-grave InVentory) e e et Lie Oyele Accounting and

Reporting Standard (referred to as the Product Standard)
provides requirements and guidance for companies and
other organizations to quantify and publicly report an
inventory of GHG emissions and removals associated
with a specific product.

material acquisition distribution

& pre-processing production & storage end-of-life

pre-processing
of flat = The primary goal of this standard is to provide a general
rolled steel car framework for companies to make informed choices to
part reduce greenhouse gas emissions from the products

pre-processing manufacturing (goods or services) they design, manufacture, sell,

7,;;«:;::‘:; P purchase, or use.

pes) I . B e UL SR
= The sum of the life cycle So—
pre-processing car emissions of each of a e
dismantling company’s products, Product Life Cycle

Accounting and
Reporting Standard

car car
assembly shipment

combined with additional

scope 3 categories (e.g.,
employee commuting,

business travel, and

investments), should

pre-processing

of
lubricants
s \ approximate the company’s

pre-processing energy inputs Phrough he ey . total corporate GHG
of proprieta -y ) disposal* o .

P Pd ry L material inputs attributable processes emissions (|_e_ scope 1+

goods !
scope 2 + scope 3).

* Recycling of parts is not included in this simplified example

WwWw.erm.com ERM Webinar - Carbon Related Standards and Frameworks © Copyright 2022 ERM 18



Sector carbon footprinting guidance: pharmaceutical
products and medical devices

* No pre-existing guidelines that are specific to the sector
* Developed by the CSPM and launched in November 2012
» Internationally focused and freely available

« Support consistent quantification of the carbon footprint of
pharmaceutical products and medical devices

Charles Allison

Partner

Greenhouse Gas Accounting Sector
E R M U L5 Guidance for Pharmaceutical Products and
- ustainable  Medical Devices

« Reviewed by the GHG Protocol and gained accreditation as gl |
sector guidance ‘Built on GHG Protocol’ approved B

* Freely available document and summary on the NHS SDU
and the GHG Protocol websites

WwWw.erm.com ERM Webinar - Carbon Related Standards and Frameworks © Copyright 2022 ERM 19


http://www.sdu.nhs.uk/pharma-md/

Setting Organizational
IREHRIEEFBR

Setting Organizational Boundaries
1. Equity Share Approach
2. Control Approach

L)

L)

a) Financial Control

b) Operational Control

and Operational Boundaries O

GREENHOUSE
GAS PROTOCOL

The GHG Protocol Corporate Standard makes no recommendation as to whether
voluntary public GHG emissions reporting should be based on the equity share or
any of the two control approaches, but encourages companies to account for their
emissions applying the equity share and a control approach separately.

Companies need to decide on the approach best suited to their business activities
and GHG accounting and reporting requirements.

Organizational and operational boundaries of a company

Setting Operational Boundaries

The operational boundary (SCOpe il Company A Company B Company C Company D
scope 2, scope 3) is decided at the | |
Corporate level after Setting the Ship fleet Power Owned/ Car fleet Leased factory Owned/
organizational boundary. . generation unit Controlled : ¥ Controlled
: building : : building
| R S  F AU A i
—|Leased building | s Direct and indirect emissions | mmmnd
WwWw.erm.com ERM Webinar - Carbon Related Standards and Frameworks © Copyright 2022 ERM 20



ERM Case Study: Scope 3 Inventory

Client Aims

Syngenta wanted to set for the first time corporate targets for carbon, waste and water, and to investigate
the implications of Science Based Targets for its carbon footprint, having information on its Scope 1 and 2
emissions but not heretofore having examined its wider Scope 3 footprint.

Our Solution

Conducted an assessment of Syngenta's Purchased Goods and Services Scope 3 footprint using hybrid
techniques consistent with the GHG Protocol.

Developed estimates of all other Scope 3 categories to aggregate with Syngenta’s own Scope 1 & 2 data
in a full inventory.

Prepared briefing materials for Syngenta on the Science Based Targets initiative methodological options
& business implications, and authored internal FAQ-briefing on SBTi and Syngenta’s standard operating
procedures on inventory updates.

Drafted the submission form to SBTi, providing clarifications prior to successful approval of the targets.

ERM continues to provide support to Syngenta on the second iteration of its corporate footprint, reporting
and related issues.

Value for the Client

ERM developed Syngenta’s supply chain greenhouse gas inventory, and subsequently estimated the
footprint of all its Scope 3 categories, advised the business on Science Based Targets and prepared its
successful submission of targets to the SBT.

’ WWW.erm.com ERM Webinar - Carbon Related Standards and Frameworks
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ERM Case Study: GHG Emissions Inventory

Client: Confidential Energy Company
Location: Indonesia
Project: GHG Emissions Inventory

ERM developed a comprehensive Excel-based GHG inventory and accounting
system for all upstream, downstream and infrastructure assets.

Objectives and Services

» GHG Standard: establish a written guideline to ensure consistent definition, scope
and measurement method for GHG emissions across all operations globally

» GHG Calculation Tool: develop a GHG tool and GHG Emissions Data Management
Guideline to ensure consistency of calculations across all company’s operations and
minimize potential human errors in calculation, reporting and consolidation.

» Understanding and Awareness: provide relevant training and communication to its
relevant personnel to ensure standardized understanding around climate change and
GHG emissions quantification

Consolidation: Automatic
Transfer of Excel Data

Corporate/Group *

Company

Site

WWW.erm.com ERM Webinar - Carbon Related Standards and Frameworks
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ERM Case Study:
Tesco Product and Scope 3 Carbon Footprinting

Sectors Contributing to top 95%
of Tesco UK Carbon Footprint
Total Impact:

45.5 MtCO,e

{1Mt = 1 megatonne = 1 million tonnes CO;)

ERM has supported Tesco over the last 10 years as trusted adviser:

« ERM conducted LCA assessment for 1,000 Carbon
Trust certified labelled products in-store, including:

v" Developing PCF method, in cooperation with

government bodies
v Working with suppliers to compile data sets

v" Working with Carbon Trust for certification
v Advising on application of footprints going forward

D Animal feed

g
)
g

Motor

ERM conducted Scope 1 & 2 footprinting including

freight and refrigerant leakage from stores & depots. %
« ERM conducted a high-level EEIO for all procured 2] il e
products to develop Tesco’s Scope 3 footprint. oA / ot?
TESCO //
y 9 9 9 7 4 | | | B . MtCOe
23

© Copyright 2022 ERM

 ERM developed carbon metrics and KPI tracking
software to monitor progress versus targets.
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Science Based Targets Initiative (SBTI)

ik BtREINY

SBTi is an international collaboration between CDP, World Resources Institute (WRI), the World Wide Fund for Nature (WWF) and the United

Emissions (tCOze)

Nations’ Global Compact (UNGC), founded in 2015.

SCIENCE
BASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

Targets are considered ‘science-based’ if they are in line with what the latest climate science deems necessary to meet the goals of the
Paris Agreement — limiting global warming to 1.5°C above pre-industrial levels.

By 2050 at the latest

. Abatement within
the value chain

+
1
| . Removals
I
I
1
I
I
1
1

........
by

Abatement or removals
beyond a company's value
chain

“---—----»

‘ Net-zero emissions

""" *teceeeee. 1.5°C-aligned
emissions pathway

To set near-term SBTs: b—10 year emission reduction targets in line with 1.6°C pathways

Beyond value chain mitigation: In the transition to net-zero, companies should take action to mitigate

@ To set long-term SBTs: Target to reduce emissions to a residual level in line with 1.5°C scenarios by no later
than 2050
®

emissions beyond their value chains. For example, purchasing high-quality, jurisdictional REDD+ credits or
investing in direct air capture (DAC) and geologic storage

@ Neutralization of residual emissions: GHGs released into the atmosphere when the company has achieved

their long-term SBT must be counterbalanced through the permanent removal and storage of carbon from
the atmosphere.

1226

with science-

based targets

| 2643

companies taking action
1317

ambitions for 15°C

As of 13 Mar 2022

To align with emerging best practices and
science, the SBTi has been continually
updating their criteria for target setting, which
has increased target ambition and tightened
the boundaries.

——

& SCIENCE

BASED

\/ TARGETS

SBTI CORPORATE
NET-ZERO

STANDARD

Source: https://sciencebasedtargets.org/

’ www.erm.com
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Science Based Targets Initiative (SBTI) SCIENCE
ﬂ%ﬁﬁﬁ E *’T“E iy TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

Target Scope Target Ambition Target Type
Ry s = l
/4% @
If scope 3 emissions comprise >40% of Scope 3 targets must have a minimum Absolute emissions reduction targets.
company emissions, a scope 3 target ambition of aligning emissions reductions
must also be set. with a 2 degree trajectory and preferable Emissions intensity reduction targets
a 1.5 degree trajectory (4.2% absolute (sector SDA).
The scope 3 target should collectively annual linear reduction).
cover at least 2/3 of total scope 3 Engagement targets to drive the adoption
emissions. of SBTi by suppliers and/or customers.

= The use of carbon credits must not be counted as emission reductions toward the progress of companies’ near-term science-
based targets. Carbon credits may only be considered to be an option for neutralizing residual emissions or to finance additional
climate mitigation beyond their science-based emission reduction targets.
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How to Set a Target QI{AhEEKBR SCIENCE

BASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

2 (o

COMMIT DEVELOP SUBMIT COMMUNICATE DISCLOSE
Submit a letter establishing Work on an emissions Present your target to the SBTi Announce your target and Report company-wide
your intent to set a science- reduction target in line with the for official validation inform your stakeholders emissions and progress
based target SBTi's criteria against targets on an annual
basis
= Reqgister online using = Develop the target(s) in = Submit a completed target = Once the SBTi approved the = Following approval, you
the SBTi commitment line with science-based submission form target, SBTi will publish on should disclose your
process. criteria. = Book validation: websites. companies' emissions
= Submit the standard = Some sectors = SBT technical experts will = The SBTi will publish targets annually and monitor
commitment letter. have sector-specific review the submission, validate one month after approval, progress on reaching your
= Once committed, the guidance and it and communicate their unless otherwise instructed. target.
company has 24 requirements. decision with in-depth feedback Your target must be made = Recommendations for
months to complete Companies have 24 in 30 working days. public within six months of reporting include disclosure
steps 2-4. months from signing = Following approval, companies approval. through CDP, annual reports,
commitment letter to get should disclose companies' = Your company will receive a sustainability reports and
target developed, emissions annually and welcome pack with advice on your company’s website.
validated and published. monitor progress on reaching how to communicate your
the target. new target.
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https://docs.google.com/forms/d/e/1FAIpQLSfib_cuqxfiixppglIOCIG-N6Hxq-FUQzJRUVOrobFD-lkPYA/viewform
https://sciencebasedtargets.org/resources/files/SBT-Commitment-Letter.pdf
https://sciencebasedtargets.org/wp-content/uploads/2019/03/SBTi-criteria.pdf
https://sciencebasedtargets.org/sectors
https://sciencebasedtargets.org/wp-content/uploads/2018/12/Protocol-to-manage-expired-commitments.pdf
https://sciencebasedtargets.org/resources/files/SBTi-Target-Submission-Form_2021-10-12-084047.docx
http://cdp.net/

ERM Case Study: Novartis

Project Scope: Approach:
= Novartis is one of the largest = ERM advised on the SBTi process: based

multinational pharmaceutical
companies in the world.

» Novartis manufactures different drugs
including Clozaril, Voltaren, Ritalin,
Lamisil and others. Net sales to third
parties from continuing operations for
2018 totaled $51,900 m2. Novartis
required assistance with setting and
submitting their SBT to the SBTI. .

on past experience and contacts with SBTi,
ERM advised Novartis on the target setting
process, following the four required four
steps:

Submit the commitment letter;
Develop a target;

Submit the target for validation;
Announce the target.

0O O O O

ERM drafted the “Target Submission Form”:
based on the previous tasks completed with
Novartis, ERM filled in the form with all the
information needed by the SBTi.

Results:

Defining the targets: Based on
information received

from Novartis, ERM modeled
targets that were most sensible
for Novartis and in line with

the SBTi requirements.

Responding to queries from the
SBTi in conjunction with
Novartis: ERM helped Novartis
to answer further queries from
SBTi once the form had been
submitted.
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ERM Case Study: Optimizing GHG Reductions using MACC to
Inform Target Setting for a global oil & gas company

Situation: Global oil and gas major initiated corporate-wide program to identify, quantify and
prioritize GHG emission reduction opportunities across their highest emitting global assets to e bavesears S
inform corporate strategy and target setting.

Approach: ERM worked as an integral part of client’'s internal team as external technical
experts to help shape a program to support informed target setting across the organization.
Focus centered around ‘needle moving’ reductions across the highest emitting business units
globally. The central team performed site visits to interview and work with local operations staff i —
to review the process, identify as many opportunities as possible, and then screen them based r R
on technical feasibility and reduction potential. Engineering estimates of the reduction
potential, CAPEX, OPEX, resource recovery potential were assessed for the short list of
screened opportunities. These opportunities were ranked using a marginal abatement cost

ne COZe)

ons 8/ ton

Cost of Reducti

Reduction Potential (tonnes CO2e/year)

- Select BUs - high reduction potential &/or significant gaps (cross sector)
» Site visits — targeted visits to scope projects / ID additional options
* MACC - refined MACC (site specific) using Client’s tool - prioritized

Targeted Site options (material reductions, best practice)
Visits & MACC

L SV

The MACC outcome informed strategic business decisions on level of ambition for Refined MACC for Material / Best Praciice Opportunities
setting targets at the lowest / optimized cost to the business.

curve (MACC) to provide the most cost effective reductions across all of the assets covered in @ MatralOpors | | sotprcies .
the program. e tEi%‘."r%_’;“p“:fiii;“af;’;g.l!",‘SSCSZE;T;‘?SL"n"infé?llc'_l":;?‘é;”_ie“i?émmm
g ch;:gli: . i%rl‘t;“c;l;c\:;r;déc&;lve APEX, OPEX, % control, constraints, etc.
g Mapping J/ §
The MACC outcomes across the largest business units inform strategic ] | |2
business decisions on level of ambition for . The I A 7icrii Uiize ERMS GUEST 1 MAG foo for ntal pioritsation step
approach, detailed analyses and prioritization using MACC provide insights on the financial || BREEE- co i ommmee e e " )1
impact associated with target level, as well as an framework to achieve |: [

the target at the lowest cost. Alternatives evaluated ranged from renewable energy alternatives
and battery storage, waste heat recovery, optimized spinning reserve, CCUS, etc
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What Is CDP RIS(EEEE
at Is RIREEE q}‘CDP

= CDP (formerly known as Carbon Disclosure Project) founded in 2000, is a non-profit which runs the global environmental disclosure

system.
= CDP’s world’s largest, most comprehensive set of companies’ environmental data, and is utilized by investors and purchasing organizations

to make informed decisions, reward high-performing companies, and drive action.
= CDP supports thousands of companies, cities, states and regions to measure and manage their risks and opportunities on climate change,

water security and deforestation.

2000 O Founded
[

Science Based Targets initiative

organizations resulting in 10,000+
disclosing companies, cities,
states and regions

RE100 launches in partnership
with CDP

2014

| |
1st CDP climate change disclosure 1st CDP forest disclosure O . .
2002 6 request on behalf of 35 investors 2011 ¢ request resulting in 100 2015 Ia:rr:ﬁgfs, with CDP as a founding
resulting in 245 disclosing disclosing companies [ parner
] companies I
I | 2018 b C!:)P aligns disclosure platform
1st CDP states/regions mh
2009 é 15 CDP water security disclosure 5014 Q disclosure request resulting in I _
request r_esultlng in 175 disclosing 12 disclosing states/regions | 18th CDP dlsc_losure request on
companies behalf of 515 investors and more
I I 2020 Q than 150 global purchasing
é I

[
1st CDP cities disclosure request
2011 o : : o
resulting in 48 disclosing cities

Source: https://cdn.cdp.net/cdp-production/comfy/cms/files/files/000/004/718/original/CDP_Disclosure_brochure_2021.pdf
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Why CDP HfIEist TSR

LOREAL
= A
e, s BAYER
fg}:?_‘g,a'@ AstraZeneca E
Unloaer R
IBERDROLA

(intel.

B" Microsoft

3 UBS

Companies on A List 2021 —

Climate change: 200; Forest 24; Water Security 118

Protect Your Reputation

Get ahead of Regulation

Boost Competitive Advantage

Identify Risks and Opportunities

QQQQ0Q

Track and Benchmark

IN'CDP

Source: https://cdn.cdp.net/cdp-production/comfy/cms/files/files/000/004/718/original/CDP_Disclosure_brochure_2021.pdf
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CDP Climate Change Questionnaire

-
SRS EREE ~VCDP

Targets Risk
Em|SS|ons & )
Data o Introduction
Performances Opportunities
’ 4K
Emissions Business
Methodology Strategy Governance
Energy ? Verification* ? Engagement ? Signoff
Emissions Additional Carbon
Breakdown Metrics* Pricing* Biodiversity*

*Modules not included in Minimum version of the questlonnalre Source: CDP Climate Change 2022 Questionnaire
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Case Study: CDP Disclosure Support

Client: Woolworths Group Limited
Location: Australia
Year: 2020

ERM engaged with Woolworths’ sustainability team and other key stakeholders
to assess gaps in the company’s previous year CDP submission.

Client’s Demand

» Disclose to the CDP’s 2020 Climate Change program. Woolworths Group Limited (Woolworths)
received a “B” score in the CDP’s 2019 Climate Change program. In addition, the Client requested to
harmonize the company’s disclosures made through CDP and through its Sustainability Report.

ERM’S Solution

» ERM conducted a peer benchmarking review and assessed Woolworths’ current climate change
strategy, the corporate’s involvement in assessing and addressing climate change risks and
opportunities and the company’s Sustainability Report. After the gap analysis was conducted, ERM
drafted the 2020 CDP submission, while engaging with our Client to improve the company’s overall
strategy in the short and long term.

» ERM'’s CDP expertise helped Woolworths to earn a place on CDP’s Climate Change ‘A List’. ‘A
List” companies are leading the market in corporate sustainability, tackling environmental risks and
opportunities and integrating climate resilience into the business practices. There are brand benefits
as it enhances perception and understanding among investment community.

woolworths (0.

DISCLOSURE INSIGHT ACTION

A LIST
2020

CLIMATE FORESTS WATER
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ERM Case Study: CDP
Clients we supported in 2019 and corresponding score

(non-exhaustive list)

1 ooloscore | 2018Score [
Ameren B B- Business

ENEL/Endesa A A SIEALED Y

Unilever plc A A
SMUD Not available Didn’t submit
Confidential tech B C

CP Rail B C
Confidential Luxury B Didn’t submit

M B C

Del Monte Supply chain

Assurant B B
American Water B D
Hess A- A-
Greif A- A-
Mondi A- A-
Axalta B- B

Increase

o
@]
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ERM Case Study: Science Based Target Setting and Scope 3

Assessment, CDP Support

Target
Client: PTT Global Chemical (GC) vy ooope taid
Location: Thailand 20 52
Year(s): 2020 R il et i e

Description of Project:

» Supporting in achievement of CDP A List for Climate Change and Water questionnaires (achieved in 2021)

» Assessment of Scope 3 emissions for Science Based Target setting purpose
» Assessment of Science Based and related GHG target options, including circular economy aspects that could support value chain emissions reductions

Description of actual services provided by ERM within the assignment:

+ CDP: engaging with client and writing up CDP response in line with scoring methodology and data from client. Submitting CDP response and evaluating score gaps.
» Scope 3: Review current status of scope 3 emissions and developing process for GC to engage with suppliers and customers regarding their emissions and potential

circular economy improvements that could reduce emissions.

» Science Based Target: Evaluating options for setting GHG target, including non-SBT methods such as carbon neutral/net zero. Proposed options to GC Management

for further consideration.

Client could disclose its direct GHG emissions and energy indirect GHG emissions and other indirect GHG

emissions in Greenhouse Gas Report and its website.
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TCFD Formed by Financial Stability Board
—w;mu**m&;& Ilﬁzﬂmezoﬁmmﬁzei R

“The Task Force on Climate-Related Financial Disclosures (TCFD) was created in 2015 by the
Financial Stability Board (FSB) to develop consistent climate-related financial risk disclosures for
use by companies, banks, and investors in providing information to stakeholders. Increasing the amount
of reliable information on financial institutions’ exposure to climate-related risks and opportunities will
strengthen the stability of the financial system, contribute to greater understanding of climate risks
and facilitate financing the transition to a more stable and sustainable economy.” — UNEP FI

TASK FORCE on
CLIMATE-RELATED
FINANCIAL
DISCLOSURES

Michael Bloomberg,
Chairman of TCFD
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TCFD - quick recap / TCFD#EES

A consistent framework for disclosing a new set of climate-related
financial risks and opportunities

“The TCFD will develop voluntary, consistent climate-related
financial risk disclosures for use by companies in providing
information to investors, lenders, insurers, and other
stakeholders”.

Governance
The organization's governance around climate-related risks

Governance and opportunities

i
' Strategy N
4 N

- \ opportunities on the organization's businesses, strategy,

: ~~ Risk ™\ \

Strategy
The actual and potential impacts of climate-related risks and

and financial planning

4 ™
/ Management
\

Risk Management
The processes used by the organization to identify, assess,
Metrics |/ and manage climate-related risks

\ and Targets / 4 Metrics and Targets

\ s .
N M The metrics and targets used to assess and manage relevant
- climate-related risks and opportunities

ERM wrote the technical supplement on the use of scenario
analysis in relation to climate-related financial risks and
opportunities to determine strategic response options
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The evaluation and disclosure of climate-related risks and
opportunities is quickly becoming standard practice

Mandatory reporting of climate-related risks

t_ ORC i
HKEXx tightened the ESG reporting guidelines to the listed issuers to I Cm ‘ B T e

\.?0 include mandatory climate related risk disclosure from 1 July
db 2020.

NGFS

(et E«_Jnks and Suparvisors
Netwoek for Greening the Finandiol Syssem

Revision of EU Non-Financial Reporting Directive — Alignment to 40 members including central banks

TCFD included in 2019 non-mandatory guidance. Revision of NFRD q c D P from US, Canada, England, Germany,
due 2020 (but expected 2021) France, Japan and China warned

financial risks of climate change:
“system-wide and potentially
irreversible if not addressed”

FCA Proposals to enhance climate-related disclosures by listed
issuers. Consultation on mandatory reporting for UK pension schemes
by the end of 2022.

NGFS
First Progress Report

Federal Government conducting test to define and pursue a
Canadian approach to implementing TCFD

OCTOBER 2018

New Zealand government mandated TCFD disclosure for
all companies

Climate
French government is considering mandatory reporting of Aﬂt Ion 1[:] D;

TCFD SCIENCE

BASED
Japan government considering mandatory reporting of TCFD H K E x TARGETS
and held first corporate summit on climate-risk reporting in e ———
2019 T8XBFA
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Physical and Transition Climate Risks and Opportunities

Transition Risks

Policy and Legal Opportunities

Resource Efficiency

Technology
Market
Reputation

Energy Source
Products/Services

' Markets

Phbsu:al Risks Strategic Planning Resilience
Risk Management

Financial Impact
---------- [

Income Cash Flow Balance Assets & Liabilities
Statement Statement Sheet Capital & Financing
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ERM Case Study: A Methodology to Measure Carbon Performance for JPMorgan

Global financial services firm, JPMorgan Chase & Co. is committed to helping its clients navigate the challenges and opportunities of
transitioning to a low-carbon world. In 2020, the firm established its Paris-aligned financing commitment and created its Center for
Carbon Transition for sustainability-focused financing, insights, and advisory solutions.

Background

JPMorgan Chase has initially set sector-
specific portfolio targets, established against a
2019 baseline, for three sectors that represent
a significant share of global GHG emissions:
Auto Manufacturing, Electric Power, and Oil &
Gas.

It was important to establish an approach with
a high level of integrity that could be functional
based on today’s science and yet ready to
evolve in response to changes in climate
scenarios and data availability and be
extended to address additional sectors..

ERM worked closely with JPMorgan Chase to create a practical and future-ready methodology for sectors

Our Solution

ERM’s unique combination of deep
technical and business expertise in the
low-carbon energy transition, with our
thorough understanding of these sectors,
external stakeholders and the finance
sector was highly beneficial to the
process.

The breadth of experience ensured a
holistic approach that learns from and
builds on existing frameworks and climate
scenarios to meet the needs of JPMorgan
Chase and their clients.

By executing a consultation process across stakeholders, we were able to create a product with considerations of the current policy
and science landscape, changing global regulations, and expectations within JPMorgan Chase and across the marketplace.

www.erm.com
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ERM Case Study: Climate-related Risks and Opportunities for a Major Pension Fund

Conscious of the potential impacts of climate change on its business activities and eager to pro-actively manage risks and
opportunities, the company (Financial services — pension fund) aimed to identify climate related risk and opportunity across its portfolio.
This led to subsequent pieces of work to build a signpost dashboard to enable the client to monitor market trends and adjust its
strategy to emerging risk/opportunity.

Annual Indicators
€02 Emicrimar

Client’s Aim Our Solution sl [

» To understand and quantify the = ERM performed a Climate Portfolio Screen for
relative climate-related risk & physical and transition exposure across 20
opportunity of sectors within its sectors of the client's investment portfolio, . — _ — 7 :
portfolio, driven by both internal comparing a business as usual trajectory to a
and external stakeholder low carbon scenario T
pressure = A Signpost Dashboard was produced, allowing _ =

» To track the development of the client to consistently track the signpost - - - - R
transition risk over time by indicators against the two scenarios, in order Example signpost dashboard
monitoring key signpost indicators to understand emerging risk and opportunity
relevant to its portfolio and adjust strategies accordingly.

= Alignment with TCFD recommendations on scenario analysis of climate-related risk and opportunity, as an initial step towards full

financial disclosure.

» Understanding where climate-related risk and opportunity may lie in its portfolio, in order to prioritise further analysis, risk

management and monitoring.
= Ongoing tracking of development of climate-related risk and opportunity through the Signpost Dashboard

= Allowing the client to formulate a strategic response to these risks and opportunities in strategic asset allocation and portfolio

management
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ERM’s TCFD Experience

I N ' b I :
| | I | |
| | | | I
| | I I |
I | I I |
| | | I |
| | | | I
| | I | I
| | | | |
I [ I I |
I | | | I
| [ | | |
| | | | I
1 | | I |
| | [ I |
| | I | |
| I | I | I | I | i
: Client: Multinational energy, water : Client: Multinational oilcompany | : Client: Cross Sector Corporate | : Client: Major diversified mining | : Client: Agriculture |
| and urban development utilites ! | in Middle East F || company I '
' I'| Client Issue: Requirementfora | I | Client Issue: Assessment i
I company ! ! ! I : |
I I I Client Issue: Strategic response i I detailed assessment of the | I Client Issue: Support responding I I required of the physical risks of |
| | | | |
| Client issue: Required I | to challenges posed by the low | | potential physical and regulatory : | to a shareholder resolution I | climate change on global :
. | . ) 1. ) ) _ I : : .
: development of climate change | : carbon transition in their markets | : impacts of climate change on I : requesting enhanced business | : operations including increased |
| Strategy. I j of operation around the world. I | global operations. | | resilience and management I | costs of asset damage and :
| | I | . . .
I I ! i I I I response to risks/opportunities I I businessinterruption. I
| ERM response: Conducted reviewI | ERM Response: Potential I | ERM Response: Developed a i I " | i
I _ . ' o ' _ _ | presented by transitionto a lower |
I of power generation portfolioto | I financial impacts from carbon I climate change risk and impact | o ey I ERM Response: ERM conducted |
I identify climate change risks and : | pricing were calculated. : I assessmentmodel to assess the : | : | a quantitative assessment of risks |
: opportunities. Developed financial | : Management frameworks 1 : climate change physical risks and | : ERM Response: ERM assistedin | : associated with historic impacts |
I model quantifying the impact of I | developed and the client’sinternal : | regulatory impact; and calculatem: | review of climate change risk : | from extreme weather and of the :
: climate change transition scenarios : team trained to more effectively 1 : detail quantifiable impactsto the | : trends to 2030, and initial | : impactof climate change onthe |
I for highestrisk power generation : I manage risks and capture : I client's giobal assets, operations : I development of an enhanced risk : | value at stake. :
| | . | ; | I
. . . . |
LSS oo opPotunites. ot endsuechan. L mAnagementprocess o b
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Carbon Boarder Adjustment Mechanism (CBAM)

= On 14 July 2021, the Commission adopted a Cost higher than EU competitors

proposal for a new Carbon Border Adjustment

Mechanism which will put a carbon price on  Cost Cost advantage compared

imports of a targeted selection of products 4 with EU competitors

so that ambitious climate action in Europe /

does not lead to ‘carbon leakage’. @ |~ " T T T T T T T EXam

Carbon price to be paid by either

» EU importers will buy carbon certificates manufacturer before exporting or EU

corresponding to the carbon price that would importer

have been paid, had the goods been produced
under the EU's carbon pricing rules.
Certificates are priced based on weekly ETS
allowances.

cost worldwide

_________________________________________________

Assuming the same manufacturing |

= Conversely, once a non-EU producer can
show that they have already paid a price for
the carbon used in the production of the
imported goods in a third country, the
corresponding cost can be fully deducted for
the EU importer.

= Revenues from CBAM will contribute to the CEMENT IRON & STEEL ALUMINIUM FERTILISER ELECTRICITY
EU's budget.

https://ec.europa.eu/taxation_customs/green-taxation-0/carbon-border-adjustment-mechanism_en
Source: CBAM, Full Draft of CBAM Proposal
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PAS2060 Background bsi  Pas 2060

Sponsored by the Environmental Protection Administration, Executive
PAS 2060-2014 Yuan, R.O.C.(Taiwan). Its development was facilitated by BSI
Specification for the demonstration Standards Limited and it was published under licence from The British
of carbon neutrality Standards Institution

First launched in June 2010;
Updated version in 2014

The primary reference at the moment for carbon neutral claims to a
recognized standard, in line with general GHG accounting standards
such as ISO 14067 and the GHG Protocol

Both self-declaration and third-party verification are allowed, as long as
,,,,,,,,,,, in line with the definitions and supporting data required in the

g i &l L ° e .
A Fre bsi. Specification
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PAS2060 Determination and Verification Steps g, | PAS 2060

Carbon footprint

Quantification

Action for GHG
emissions reduction

Achievement of
GHG Emissions
Reductions

Explicit
Declarations

Qualifying Explanatory
Statement (QES) for
certification or self-
validation

Determination
and Carbon
Substantiation Neutrality

Subject and associated
GHG emissions*

plan

Documentation of carbon
footprint management

Commitment to

Offsetting
Residual GHG
Emissions

Residual footprint
reconciliation and
documentation

*for the first-time
declaration, subject
definiton and recognition
of permitted historic
reduction are necessary
during the determination
stage
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ERM Case Study: Certified 2017, 2018 and 2019 Carbon

Neutrality for Evian, product approach

Client: Evian
Location: USA and Canada
Project: Support for carbon neutrality

ERM supported Evian in assessing GHG emissions associated with
Evian’s natural mineral water sold in the USA and Canada along the
GHG Protocol Product Standard, and has further supported Evian to
claim carbon neutrality along the PAS 2060 Standard.

* ERM supported Evian in particular in assessing the impact of
downstream distribution and the use of its natural mineral water sold
in the USA and Canada (in line with the GHG Protocol Product
Standard);

 After having developed the qualifying explanatory statement, ERM
provided support for the PAS 2060 certification by providing
assistance during the review by an independent third party.

Value for Evian

Evian Achieves Carbon Neutrality in
the U.S. and Canada

Press Release

WHITE PLAINS, N.Y. (September 12, 2017) (BUSINESS

w:‘ Evian®, the number one premium globa natural "'\
spring water brand, announced today that it has been /
audited and certificd by the Carbon Trust as a carbon | '
neutral brand in the LLS. and Canada. The Carbon Trust

Is an International non-profit that helps organizations and ,:_-,'.'ian
companies reduce their carbon emissions and become

maora resource efficlent. This certiflcation marks a malor

e

milestone in avian®'s journay lo reach warldwide carbon
neutrality by 2020, a commitment made by ils corporata
parent, Danone, at COP 21 where the Paris Agreement
was signed in 2015, Evian® s on course to bacome
Canong’s first global carbon noutral brand. Bottles with the Carbon Trust certification sca

will be avallable starting in January 2018.

This project has allowed Evian to continue being a leader in sustainability in the food & beverage sector, and communicate around the
carbon footprint and carbon neutrality of its products on the North American market. This has eventually made Evian the first company
within Danone to be PAS 2060 carbon neutral certified with a commitment to maintain neutrality.
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ERM Case Study: Carbon Neutrality Verification

Client: Roush Fenway Racing
Location: USA
Sector: Automotive

Year: 2021

Background

Roush Fenway Racing, LLC (“Roush Fenway”) is Our approach to quantifying emissions was guided by the internationally
committed to reducing our greenhouse gas (GHG) recognized standards (the Greenhouse Gas Protocol) in order to
emissions and offsetting the balance, with a goal of minimize uncertainty and yield accurate, consistent and reproducible
achieving carbon neutral emissions and diminishing our results.

impact on climate change.
ERM CVS’s assurance methodology, based on the international Standard

ERM Certification and Verification Services (ERM CVS) on Assurance Engagement ISAE 3000 (revised) and 1ISO14064:3.

was engaged to provide assurance in relations to Roush

Fenway Racing’s PAS 2060 declaration of carbon Based on our activities, nothing has come to our attention to indicate that
neutrality set out in its Carbon Neutrality Qualifying Roush Fenway Racing’s carbon neutrality declaration for the application
Explanatory Statement for 2020 (“QES”), including period from January 15t 2020 to December 31st 2020, as presented in the
carbon inventories of 2019 and 2020. QES, does not conform with the requirements of PAS 2060.
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Steps through Climate Journey S{RIRIEAI IR

Evaluation

Disclosure
Reporting

Enabling

Action
—
-0
«

P RE100
» /
SCIENCE
BASED
""€E§§;>1AHGEKS

Climate Risks Target
and Senario Setting

Analysis* e
Measuring
Emission c e TCFD |
o
-
/
P <

GREENHOUSE
GAS PROTOCOL

GROUP

[}
i
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Five Essential Steps for Every Company Aspiring to Net Zero

Remove
; : Know Your End Less Energy, Choose Low e
SO @A [HIE Goal Less Carbon Carbon Power R%malnmg
arbon
« Getting Your « Making a « Scaling Up « Transitioning « Carbon
GHG Inventory Carbon Energy to Low Carbon Capture,
Right Reduction Efficiency Energy Utilization and
« GHG Protocol Commitment Storage
« CDP « Carbon neutral * Nature-based
goal, SBTi, PAS Solutions
2060, TCFD,
RE100, etc.

ERM works with ERM supports Novartis ERM helps Modine
Pernod-Ricard to in setting a Science- identify energy
report its Greenhouse Based Target efficiency opportunities

ERM and consortium of ERM supports two
companies pursue global initiatives that
green hydrogen from are helping to create

Gas Emissions across
the value chain

offshore wind - Dolphyn market opportunities for
nature-based solutions

Source: ERM (2020) Delivering Your Company’s Net Zero Ambition
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