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ABOUT CDP Q‘CDP

DISCLOSURE INSIGHT ACTION

@ CDP is a global environmental impact non-profit working to secure a thriving economy
that works for people and planet.

@

l, CDP runs the global disclosure system that enables companies, cities, states and regions to
—
[

measure and manage their environmental impacts.

With the world’s most comprehensive collection of self-reported data, the world’s
economy looks to CDP as the gold standard of environmental reporting.

: ‘ Its network of investors, purchasers and policymakers around the globe, use our data and
‘ insights to make better-informed decisions.



HOW WE WORK q}‘ CDP

CDP data informs capital markets & policy makers on environmental challenges and opportunities DISCLOSURE INSIGHT ACTION

Data & analysis

Requesting authorities

TCFD aligned corporate responses Investor & capital markets signatories

Modelled GHG emissions data .
Supply chain members

Temperature ratings Pilot programmes: fixed income; private

Climetrics markets; banks programme

CDP
Corporate
Disclosure

Programme

Questionnaires Targeted companies

Thematic focus Large cap listed companies

Sector focus Supply chain

Alignment to international best practices High impact sectors



CDP IS FEEDING THE ESG ECOSYSTEM Q}CDP
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IMPACT IN 2021 Q‘CDP

DISCLOSURE INSIGHT ACTION

L.
.I.e.l. 600+ investor & capital market signatories with USS110 trillion in assets

s s & 200+ supply chain members with over USS$5.5 trillion in purchasing power

= 13,000+ companies disclosed environmental information

64% of global market capitalisation represented and disclosed

Eﬁ 1,100+ cities, states and regions disclosed



N
APAC: 3,800+ COMPANIES DISCLOSED ON CLIMATE IMPACTS q“
IN 2021 DISCLOSUREIEGPAC'IE

2020 vs 2021 Climate Change Disclosures
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N
EVOLUTION OF FINANCIAL SERVICES QUESTIONNAIRE WwCDP

DISCLOSURE INSIGHT ACTION

Vision: Create a reporting framework for financial services covering all climate- and nature-related
impacts of financing

Early 2020

e Launched first *FS Q for
financial sector

¢ Focused on climate
change

2021

e Continued pilot of *FS Q w/
next phase of forests metrics

e Developing water metrics

2022 beyond

¢ Integration of metrics
on climate change,
forests and water
security

2020

e Piloted *FS Q w/ climate
change & forests metrics
with banks

e Focused on Southeast Asia

9 #fs Q: Financial Services questionnaire



OVERVIEW OF FINANCIAL SERVICES QUESTIONNAIRE

Financial Services Questionnaire

Cco
C1
C2
C3
c4
C5
C6
C7
C8
C9
C10
C11
C12
Ci14
C15
Ci6
FW-FS

Introduction
Governance

Risks and opportunities
Business strategy
Targets and performance
Emissions methodology
Emissions data
Emissions breakdown
Energy

Additional metrics
Verification

Carbon pricing
Engagement

Portfolio impact
Biodiversity

Signoff

Forests and Water Security

Note:

NCDP

DISCLOSURE INSIGHT ACTION

Module C14 - Portfolio Impact is only presented to companies responding to the Financial

Services questionnaire

Module C15 - Biodiversity is a new module

Module FW-FS — Forests and Water Security is a new module and only presented to

companies responding to the Financial Services questionnaire

Key changes to the 2022 Financial Services Questionnaire

Exclusion policies

e Updated to align with SBTi
Finance and RE100

Covenants

* New question asking banks to
disclose if and what covenants
are included in financing
agreements

Carbon-related assets

New question to improve
transparency on financing &
insurance volumes of carbon-
related assets

Net zero transition

Updates to questions to help
track all net zero commitments
under the Glasgow Financial
Alliance for Net Zero

Portfolio targets

* New question allows companies
to report to climate-related
portfolio targets

* Alignment with SBTi-Fl

Shareholder voting

* New question asking investors
about shareholder voting on
climate-related issues

* Alignment with Say on Climate



NCDP

DISCLOSURE INSIGHT ACTION

Overview of Portfolio Impact module



Financial sector has significant environmental
Impact and risks

N CDP

DISCLOSURE INSIGHT ACTION

Banking industry
has assets worth

e

Financed emissions are
more than

F4010)%¢

operational emissions

Cost to manage

risk

US$ 2b|n

P

Potential
financial impact
of risk

US$ 67 o
i

Reduced financing of
fossil fuels

40%

When investors were
requested to disclose
on climate

The financial sector holds the
power and the capital to drive
change

The potential financial impact
figure dwarfs the cost to
manage the risks

Disclosure drives action




Climate Change Questionnaire Structure ;}CDP

DISCLOSURE INSIGHT ACTION

CO C1l C2 C3 C4 C5 C6

: - - Risks & B Business § Targets& [ Emissions Emissions
* *
Introduction Governance opportunities* Strategy* Performance* g Methodology Data

Cl1 C10 C9 C8 C7

Carbon M Additional ¥ B Emissions

ificati Ener
Pricing VEIEE e Metrics 9y Breakdown

C13 H C15 C16 SC FW-FS
Forests &
Other Land Portfolio N |

1 — : Water
Engagement* Management Impact* Biodiversity Signoff =Ll

Chain Security*

Impact
FS onl
(AC/FB/PF only) ‘ ( y) \ (FS only)
*Contains sector- o
o : Sector-specific module
specific questions



C14 Portfolio Impact

2022 MODULES
CO Introduction
C1 Governance
C2 Risks and opportunities
C3 Business strategy
C4 Targets and performance
C5 Emissions methodology
C6 Emissions data
C7 Emissions breakdown
C8 Energy
C9 Additional metrics
C10 Verification
C11 Carbon pricing
C12 Engagement
C13 Other land management impacts

C14 Portfolio impact (FS only)

C15 Biodiversity
C16 Sign off

SC Supply Chain

FW-FS Forests and Water Security (FS
only)

N CDP

DISCLOSURE INSIGHT ACTION

C14 Portfolio impact (11 questions)

U

Portfolio impact (4 Qs)

U

Portfolio impact breakdown (5 Qs)

U

Portfolio alignment (2 Qs)

1 NEW QUESTION

1 NEW QUESTION

@CDP

14



C14 Portfolio Impact ;}CDP

DISCLOSURE INSIGHT ACTION

C-F514.0 For each portfolio activity, state the value of your financing and insurance of carbon-related assets in the reporting year.
C-F514.1 Does your organization measure its portfolio impact on the climate?
'Yes' selected in column 2 Yes' selected in column 2 and ‘Alfernative Only ‘Mo’ options selected in colurnn 2
and ‘Portfolio emissions’ in carban foolprinting andior exposure meatnics'
column 3 or ‘Qther, please specify' in column 3

Provide details of the other carbon

Frowvide detail ur nization’
e L footprinting andior expoesure metrics used

C-F514.1a ortfolie emissions in the reporting year, C-FS14.1b ; .
P poring to track the impact of your portfolio on the
climate.
C-F514.2 Are you able to provide a breakdown of your organization's portfolio impact?
'Yes, by assef class’ se!ectedl ‘Yes, by industry’ selected in column 1 1 ‘Yes, by counfryfregion’ selected in column 1‘ ‘Yas, by scope’ selacted in
in columin 1 column 1

Break down your organization's portfolio Break down your organization's portfolio Break down your organization's portfolio
C-FS514.2a impact by asset class. impact by indusiry. impact by country/regian.

C-FS14.2d Break down your portfolic impact by
scope.

C-F514.3 Did your organization take any actions in the reporting year to align your portfolio with a 1.5°C world?
"r‘ss'l
m Does your organization assess if your clients/investees' business strategies are aligned with a 1.5°C world?

End of module @ C D P
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(C-FS14.0) For each portfolio activity, state the value of your financing and

iInsurance of carbon-related assets in the reporting year.

NEW QUESTION

N CDP

DISCLOSURE INSIGHT ACTION

N The majority of financial institutions’ emissions are driven by the activities they finance in the wider economy (financed emissions) and their
exposure to climate-related risks and opportunities are determined by their portfolios; that is by their lending, investment and insurance

underwriting activities.

e you abie: i neport 8 value for the
carton reated o ?

Mesw ipans advanced in reporiing year
[t cummency - as specified in CO.4

Total presnium written in reporting year
[umit cesrency - as specilied in CO.4)*

Piease expiain why you are not

Lemding to all carson-relaied Ssdert from:

Fli Y
* Yes
# No, but we plan b assess our
portialio’s Exposune in the: newt tao
YOS
# No, and we do not plan o assess
DU portfolo's. EXpOSIEE in the ned

b years

Lending to coal
Lemding to oil andl gas®

rrvesang in all carbon-related
amnets (Asset manager)*

rrresang in ooall [Asset maraer T

rivesang in o and gas [Asset
TR

rivesang all carbon-reinied assets
(Asset oamer|®

FESENg In cosl (AsmeD cwner

rivesang in ol and gas [Asset
= =g

reunng all carbon-reloied assets*
reunng coal

resunng oil and gas®

Mumenc field enter a number from O
SR, 99 99K SR wising A maximum of 2
decimal places and no commas]

Murmenic field [enter a number from O
595, 595, 595, 599 w=ing & masdmum of 3
decimal places and no comems)

Humenc fieddl [enter & rember trom O
999,994,995, 559 using a mamm of 3
decomal places and na comemas)|

percentage: from 0-100]

Percentage feld [enter a Select fram:

Text fiedd [masiemum 2,500
& Important, but not immedisoe Chamters)
priarity

® Judged o be unimportant

explanation prowided

# Lack of internal rescurces

® Mo insinuction trom

management

# Mo relevant exposure in

partfolio

& Other, please specity

16



(C-FS14.1) Does your organization measure its portfolio impact on the climate?

CDP

DISCLOSURE INSIGHT ACTION

N The majority of emissions associated with the financial services sector are driven by their lending, investments and
insurance activities (financed emissions). This question informs investors and other data users about the extent to which
you understand your portfolio’s climate-related impact.

We conduct analysis on our Disclosure metric* Please explain why you do not measure
portfolio’s impact on the climate. the impact of your portfolio on the
climate*
Banking (Bank)* Select from: Select all that apply: Text field [maximum 2,400 characters]
* Yes ¢ Portfolio emissions
® No, but we plan to do so in the ¢ Other carbon footprinting and/or
next two years exposure metrics (as defined by TCFD)

® No, and we do not plan to do so ¢ Other, please specify
in the next two years

Investing (Asset manager)*
Investing (Asset owner)*

Insurance underwriting
(Insurance company)*

17



(C-FS14.1a) Provide details of your organization's portfolio emissions in
the reporting year.

CDP

DISCLOSURE INSIGHT ACTION

N GHG emissions accounting is one of the primary metrics organizations in the financial sector can use to understand how
their portfolio impacts the climate. In addition to highlighting risks and opportunities, portfolio emissions disclosure is a
pre-requisite for financial institutions to measure improvements in the climate performance of their portfolios, and
measure progress towards the net zero commitments that are increasingly being made.

Portfolio emissions (methc unit tons CO2e) in the reporting year Portfolio coverage Percentage calculated using data obtained Emizsions calculation methodology Please explain the details and assumptions
from clientsfinvestees wsed in your calculation

Banking (Bank)* Mumerical field [enter & number from 0-999,999,999, 999 using & Percentage field [enter a percentage from 0- Percentage field [enter & percentage from O- Select from: Text field [maximum 2,500 characters)
miaximum of 3 decimal places and no commas) 100] 100] » The Global GHG Accounting and Reportng Standand
for the Financial Industry
» Other, please specty

nvesting (Asset manager)*
nvesting (Asset owner)*

nsurance undenariting (Insurance)*

18



(C-FS14.1b) Provide details of the other carbon footprinting and/or '
exposure metrics used to track the impact of your portfolio on the climate. CDP

DISCLOSURE INSIGHT ACTION

N This question acknowledges that in addition to GHG emissions accounting, there are a number of other metrics
organizations in the financial sector can use to understand how their portfolio impacts the climate. As currently there is no
single, globally approved methodology or metric, this question allows you to express your portfolio impact using other
metrics identified by the TCFD.

_ ST e
clientsfinvestess

Selact from: Select from: Numeric field [enter a range of 0-999,999,999 using a Percentage field [enter a percentage from 0- | Percentage field [enter & percentage from 0-100 usinga | Text field [masximum of 3,000 characters)
» Banking (Bank)* » Weighted average carbaon intensity maximum of 3 decimal places and no commas] 100] maximum of 2 decimal places]
» Investing (asset manager)* (ICOZeMillion revenue)
» Investing (asset ownery® » Puortfolio carbaon footprint (fCO2eMillion
® Insurance underwriting (insurance nvested)
COMmpany)* » Carbon intensity (KCO2eMillion revenue)

» Avoided emissions financed (ECO2e)
» Carbon removals financed (1CO2e)
» Other, please specify

19



(C-FS14.2) Are you able to provide a breakdown of your organization's .
portfolio impact? CDP

DISCLOSURE INSIGHT ACTION

N By breaking down emissions and other carbon footprinting and/or exposure metrics by asset class, industry,
country/regional level and scope, information and data can be made available to investors and other stakeholders to help
guide the development of portfolio footprinting methodologies, global decarbonization efforts and regional legislation.

Portfolio breakdown Please explain why you do not provide a breakdown of your portfolio impact*

Select all that apply: Text field [maximum 2,400 characters]

Yes, by asset class

Yes, by industry

Yes, by country/region

Yes, by scope

None of the above, but we plan to do this in the next 2 years

None of the above and we don't plan to do this

20



(C-FS14.2a) Break down your organization's portfolio impact by asset class.

CDP

DISCLOSURE INSIGHT ACTION

N Breaking down emissions and other carbon footprinting and/or exposure metrics by asset class can give an indication of
the relative GHG emissions performance and/or exposure to climate-related risks of your company’s assets. When
reported over time, your organization and investors will be able to review improvements or declines in asset performance
with considerations for your portfolio’s impact on the climate.

i e Ty

Sefect from: Salect from: Murmerical fisld [erter a range of 0-999,999 999 969 w=ing a maximum of 2 decimal places and no commas)
Barking = Absohae partiolio emissions (002e)
» Corporate loares = ‘Weighted average carbon imensity (O02edMilion revenue)
* Relal loans & Portiolio carbon footoind (IC02eMillion irmeasied)
s Comorabe real estaje & Carbon imersity (1CO02eMilion reverue)
» Relail mongages # Exposuns 1o carbon-related assets (Milion portfoko value)
& Trade financs & Avpided emissions financed (PC03e)
& Aszef finance & Carbon removals financed 002
& Project fnanos & (Oher, please specify
& Other, pleass specify
Investing
& Fiwed Incorme
o Listed Equity

» Privale Equity

» Real estaleProperty
» |rfrasinschne

» Commodifies

» Foresiry

» Hedge funds

o ol funds

» Furd of furds

» Dermatives

s Other, pleass specify
Insuranos

* Properly & Casualty
» Construction & Engineering
o Agribusiness

& Malor

» Marine

® Life

= Health

s Other, pleasa specify

21



(C-FS14.2b) Break down your organization's portfolio impact by industry. ; : CDP

DISCLOSURE INSIGHT ACTION

N As sectoral decarbonization is at the center of some carbon footprinting methodologies, breaking down emissions, other
carbon footprinting and/or exposure metrics on an industry level is key to identify concentrations of carbon-related assets
in the financial sector and the financial system’s exposure to climate-related risks. Reporting at this level can provide a
useful indicator for making comparisons between your financial activities in different industries.

O e e ey

Select from: Select from: Select fom: Humerical field [enter a range of 0-999,599, 995 999 using a madmum of 2 decimal places and no
» Banking {Bank) # Energy » Absnlule portfolic emissions (1C02e) commias]
» |rwesting (Assel manager) » Matedalks » Wisighted average carbon imtersity (DOO2eMilion reverue)
® Irmeesting (Assel ownes) & Cagital Goods + Portfolio carbon footprint (ICO2edMilion mested)
» Imsurance undenatiting (Insurance companyy » Commendial & Professional Services » Carbon imensity ((CO2e/Millon reverue)
» Transporiation » Exposure o carbon-nelated scosts (Milion portiolio value)
# Automohiles & Components » Avoided emissions financed (C02e)
» Consumer Durables & Apparnel s Carbon removals Snanoed (1002
® Consumer Senices = (ther, please specify
# Retailing

# Food & Staples Retaiing

» Food, Beverage & Tobaooo

® Househald & Personal Products

® Health Care Equipment & Servces

* Pharmaceuticals, Biotechnology & Lile Scences
& Bans

# Diversified Financials

® Insuranoe

s Software & Services

= Tedhnology Hardware & Equpmenl

& Semiconduciors & Semiconductar Equipment
» Telecommunication Servioes

» Media & Enbertainmen)

» Litlities

= Heal Eslade

» Other, please specify

22



(C-FS14.2c) Break down your organization's portfolio impact by
country/region.

CDP

DISCLOSURE INSIGHT ACTION

N'In some cases, particular countries/regions may fall within the scope of particular legislation, therefore, providing
country/region-level emissions and/or exposure figures may give data users insight into your organization’s
current/potential exposure to regulation in this country/region.

Country/region Portfolio metric Portfolio emissions or alternative metric

Select from: Select from: Select from: Numeric field [enter a number from 0-
999,999,999,999 using a maximum of 2 decimal
places and no commas]

[Country/region drop-down list]

® Banking (Bank) ® Absolute portfolio emissions

® |nvesting (Asset manager) (tCO2e)

® |nvesting (Asset owner) ®* Weighted average carbon

® |nsurance underwriting intensity (tCO2e/Million revenue)
(Insurance company) ® Portfolio carbon footprint

(tCO2e/Million invested)
¢ Carbon intensity (tCO2e/Million
revenue)
® Exposure to carbon-related
assets (Million portfolio value)
* Avoided emissions financed
(tCO2e)
® Carbon removals financed
(tCO2e)
e QOther, please specify

23



(C-FS14.2d) Break down your organization's portfolio impact by scope.

CDP

DISCLOSURE INSIGHT ACTION

NEW QUESTION

N Current methodologies for calculating portfolio emissions can lead to double counting across scopes. For example, what
are counted as Scope 1 emissions for an electricity generation company could be the same emissions for a retailer but
counted as Scope 2. There is currently no way for financial institutions to overcome this in their portfolio emission
calculations, but this question allows you to report emissions by scope separately.

Clients'/investees’ scope Portfolio emissions (metric tons CO2e)

Select from: Select from: Numerical field [enter a range of 0-999,999,999,999 using a maximum of 2
¢ Bank lending (Bank) ¢ Scope decimal places and no commas]
* |nvesting (Asset manager) ¢ Scope 2 (location-based)
* |nvesting (Asset owner) ¢ Scope 2 (market-based)
* Insurance underwriting (Insurance ® Scope 3
company)

24



(C-FS14.3) Did your organization take any actions in the reporting year to .
align your portfolio with a 1.5°C world? CDP

DISCLOSURE INSIGHT ACTION

N Steering financial portfolios in line with a 1.5°C world will make financial flows consistent with a pathway towards low
greenhouse gas emissions and climate-resilient development. Since financial services sector organizations are at the
core of enabling economic activities, their commitments and targets have a trickle-down effect on the real economy.

Portfolio Actions taken to align our portfolio with a Please explain why you have not taken any action to align your
1.5°C world portfolio with a 1.5°C world*

Banking (Bank)* Select from: Text field [maximum 2,500 characters]

* Yes

* No, but we plan to In the next two years
®* No, and we do not plan to in the next two
years

Investing (Asset manager)*
Investing (Asset owner)*

Insurance underwriting (Insurance
company)*

25



(C-FS14.3a) Does your organization assess if your clients/investees’ 3
business strategies are aligned with a 1.5°C world? CDP

DISCLOSURE INSIGHT ACTION

N While the commitments and targets of financial institutions are a critical step, it is changes in business strategies
amongst their clients/investees where emissions actually take place which will decarbonize the real economy.
Organizations in the financial sector are encouraged to assess whether their clients/investees’ business strategies are
aligned to a 1.5°C world in order to drive change and decarbonize the real economy.

Portfolio Assessment of alignment of clients/investees' Please explain why you are not assessing if your clients/investees’
strategies with a 1.5°C world business strategies are aligned with a 1.5°C world*

Banking (Bank)* Select from: Text field [maximum 2,500 characters]

®* Yes, for all

® Yes, for some

® No, but we plan to in the next two years
¢ No, and we do not plan to in the next two
years

Investing (Asset manager)*
Investing (Asset owner)*

Insurance underwriting (Insurance
company)*

26



Technical note for FS sector

N CDP

DISCLOSURE INSIGHT ACTION

N CDP Technical Note on Portfolio Impact Metrics (C14 Portfolio impact — Climate Change only)

SNCDP

About us Our work Why disclose?

Key CDP technical materials ’

CDP technical note — TCFD

An introduction to the TCFD, why CDP
has committed to aligning its platform,
and how to disclose the TCFD's
recommendations.

Become a member Data and insights

Linking GRI and CDP — water security
2018

Provides detailed alignment of the GRI
303: Water and Effluents 2018 and CDP
water security 2018. Remains relevant
for CDP water security 2021.

CDP technical note — Financial Services

Sector

Guidance for banks, asset owners,
asset managers and insurers on
methodologies for calculating the
portfolio impact metrics requested by
CDP.

Technical materials «

27
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NCDP

DISCLOSURE INSIGHT ACTION

Partnership for Carbon Accounting Financials (PCAF)



GLOBAL GHG .
The e Standard Partnership for Carbon

FOR THE FINANCIAL INDUSTRY

Accounting Financials

Enabling financial institutions to
assess and disclose financed
emissions

Prepared for CDP 2022 Asia Pacific Capacity Building
Webinar Series for Financial Institutions

4 May 2022

\/\PCAFEL:“M




Agenda

The &5 Standard 01

FOR THE FINANCIAL INDUSTRY

Introduction to PCAF

02 The value of measuring financed emissions

03 GHG accounting implementation

04 Participation in PCAF

/. PCAF



Introduction to PCAF

YA PCAF



PCAF: A global industry-led initiative to standardize the
measurement and disclosure of financed emissions

2015: Netherlands 2018: North America 2019: Global
Global Steering Committee
amalgamated N Global Alliance for
“ ABN-AMRO % banl? asnt‘ bank v Banking on Values
UN-convened
Morgan Stanle i B i Net-Zero Asset
J y ikl Triodos & Bank Owner Alliance

/. PCAF



More than 250 financial institutions in 56 countries have joined
PCAF, representing $71+ trillion in total assets

Objectives of PCAF

@ "5)@\ Develop the Global GHG
2 25 @ Accounting and Reporting
13

Standard for the Financial

@ C?Q = Industry
o ’ Q9 d
@ @ ‘ Increase the number of

financial institutions that use
(3‘@ @@ @ the Standard and disclose
@ @ @@ financed emissions to over
250 institutions worldwide
by year-end 2022

Q Q Check the full list of PCAF
signatories here

o Download the Global GHG
Accounting and Reporting

\ /. PCAF Standard here 14


https://carbonaccountingfinancials.com/financial-institutions-taking-action#overview-of-institutions
https://carbonaccountingfinancials.com/files/downloads/PCAF-Global-GHG-Standard.pdf

Since 2015, PCAF participants have developed and tested GHG
accounting methods, leading to a globally harmonized Standard

WRI and WBCSD published

Corporate Value Chain PCAF founded by ) PCAF launches Global GHG
(Scope 3) Accounting and Dutch financial PCAF launched in PCAF published 2 reports on Accounting and Reporting Standard
Reporting Standard institutions Morth America GHG accounting methods PCAF launched globally for the financial industry
L N N N

=
E W

The i&ain: Standard

FOR THE FINANCIAL INDUSTRY

BUILT ON

“This standard has been reviewed by the GHG Protocol and is in conformance with the requirements set forth in the

G H G Corporate Value Chain (Scope 3) Accounting and Reporting Standard, for Category 15 investment activities.”
PROTOCOL

/. PCAF



The PCAF Global GHG Accounting and Reporting Standard for
the Financial Industry was launched in November 2020

The #&5 Standard 1. Industry-led

NNNNNNNNNNNNNNNNNNNNNNN

2. Built on the GHG Protocol

3. Network effects

/. PCAF
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https://carbonaccountingfinancials.com/files/downloads/PCAF-Global-GHG-Standard.pdf

The i€k Standard

FOR THE FINANCIAL INDUSTRY

Business Loans and Unlisted Equity
Qutstanding amount
EVIC or Total company equity + debt

X Company emissions

EVIC = enterprise value including cash

Commercial Real Estate Motor Vehicles Loans
Qutstanding amount Outstanding amount
Froperty valus ot origimation  Bullding emissions Total value at origination ' chicle emissions

/. PCAF 37



The PCAF Core Team continues to expand on the Standard with
more asset classes and case studies

R @AEVAVRO BlackRock. ROBECO @)™

Produbanco Y4 CDC Triodos & Bank . UN-convened
Frupo promeres f‘ Investment works FirstRand Net-Zero Asset

Owner Alliance
FMO s BOSTON COMMON v>

“ : \\f“ ASSET MANAGEMENf Morgan Stanley A
HSBC
P .
BANK OF AMERICA %7 W BARCLAYS AIMCo f{%‘,‘-ﬁl{ged =
l' HANNON CTBC HOLDING
ARMSTRONG PEESERIE

Deutsche Bank

/. PCAF
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The value of measuring financed
emissions

YA PCAF



Intro to GHG accounting for financial institutions

Greenhouse gas (GHG) accounting for financial institutions is the annual accounting and
disclosure of GHG emissions associated with loans and investments at a fixed point in
time in line with financial accounting periods.

What gets measured gets managed.

/. PCAF

40



Q000000

Scope 1
DIRECT

Scope 2
INDIRECT

‘ Scope 3 Scope 3

“ INDIRECT INDIRECT
B e,
services transportation

and distribution

g

purchased electricity, investment
steam, heating & cooling leased assets
_— jmas|
capital
goods W“ :
mployee franchises
fuel and commuting
energy related x ﬁ
activities 1
& Duhens a leased assets
3 travel
transportation
and distribution wnt:a "ond-o#ﬂ:f
generated in eatment
operations sold products
Upstream activities Reporting company Downstream activities

/. PCAF

Key principle:
financial institutions
indirectly create a
climate impact
through their loans
and investments.

41



Scope 3, Category 15 emissions are the largest component of the
climate impact of a financial institution

Portfolio emissions of global
financial institutions are on

average 700x larger

than direct emissions."

T
i ﬁ\-\ #TimeToGreenFinance

*Per organization reporting financed emissions

/. PCAF
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https://www.cdp.net/en/research/global-reports/financial-services-disclosure-report-2020

Measuring and disclosing financed emissions furthers climate-
related business goals and aligns with other initiatives

Business Goal 1 Business Goal 2 Business Goal 3 Business Goal 4

Measurement of financed emissions §//\ PCAF

" SCIENCE
CDP TCH) BASED
NANCIAL TARGETS
DISCLOSURE INSIGHT ACTION

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

\//. PCAF s



GHG accounting exists as a discrete action in a sequence that
allows banks and investors to measure, disclose and align

Steering

| |
Measure wy _ . _ ) Develog
& — SetTargets ¢ o o A
Disclose | 2 o= ) -—> /N

Scenario Analysis Net-zero emissions
by 2050

Monitor Progress

N, PCAF

DOWNLOAD THE STRATEGIC FRAMEWORK (PDF, 2.1 MB)

/. PCAF
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https://carbonaccountingfinancials.com/files/2021-04/strategic-framework-for-paris-alignment.pdf?515d2dd9f1

GHG accounting
implementation

YA PCAF



Emissions are attributed to financial institutions based on robust
and consistent accounting rules

GHG accounting for financial institutions is the annual accounting and disclosure of GHG emissions
associated with loans and investments at a fixed point in time in line with financial accounting periods.

Portfolio GHG =
Emissions

Outstanding amount
Z X GHG Emissions ;

(Equity + Debt) .

|
i = borrower or investee

Attribution factor

* The equation above is general and is applied for each asset class in a financial institution’s portfolio
e The attribution factor is used to show the financial institution’s share of the borrow or investee’s emissions

 Aborrower or investee is a general term and could represent a company, property, project or motor vehicle
(depending on the asset class)

/. PCAF
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Availability of data determines the method of calculating
financed emissions

= Z Attribution factor, X Emissions .
‘(with ¢ = borrower or investee company)

(Option 1)

Reported emissions,

Financed generated

emissions (Option 2)

Physical activity-based emissions,

(Option 3)

ouasajyaad jo AydiesalH

Economic activity-based emissions,

\//. PCAF .



The Standard addresses data quality issues and advises on which

data can give the most robust results for each asset class

Certain

(5-10% error margin in estimations) : s 7
Audited GHG emissions data or actual primary energy data

Non-audited GHG emissions data, or other primary data

Averaged data that is peer/(sub)-sectorspecific

Score &4 Proxy data on the basis of region or country

Uncertain Score 5 Estimated data with very limited support

(40-50% error margin in estimations)

/. PCAF

Y

Score 1

Score 2

Score 3

Score 4

Score b

(score 1= highest data quality; score 5 = lowest data quality)

Option 1:
Reported emissions

Option 2:
Physical activity-
based emissions

Option 3:
Economic activity-
based emissions

1a

1b

2a

2b

3a

3b

3c

Outstanding amount in the company and EVIC
are known. Verified emissions of the company
are available.

Outstanding amount in the company and EVIC
are known. Unverified emissions calculated by
the company are available.

Outstanding amount in the company and

EVIC are known. Reported company emissions
are not known. Emissions are calculated

using primary physical activity data of the
company’s energy consumption and emission
factors  specific to that primary data. Relevant
process emissions are added.

Outstanding amount in the company and
EVIC are known. Reported company emissions
are not known. Emissions are calculated

using primary physical activity data of the
company’s production and emission factors
specific to that primary data.

Outstanding amount in the company, EVIC, and
the company’s revenue are known. Emission
factors for the sector per unit of revenue are
known (e.g., tCO,e per euro of revenue earned
in a sector).

Outstanding amount in the company is known.
Emission factors for the sector per unit of
asset (e.g., tCO,e per euro of asset in a sector)
are known.

Outstanding amount in the company is known.
Emission factors for the sector per unit of
revenue (e.g., tCO,e per euro of revenue earned
in a sector) and asset turnover ratios for the
sector are known.
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PCAF’s open-source database enables financial institutions to
start with GHG accounting at asset class level

#  main

main =

koo

PCAF emizsion facke dalabase

PCAF emission factor database

“Administration hub” with information on defined
data lists, tracking of changes (logs) and user info

)

cl “Tool bar I” with page selection, an adding function
| for new emission factors, an refreshing function plus
an exporting and printing function

. n ? 1 51 101 6
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“Tool bar II” with quick search function, filter edits,

sort function and page settings
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“Database” with overview of all emission factors:

Rows with emission factors
Columns with specific information

Characteristics

Free access for PCAF
participants

Transparent

Editable and thus
extendable through
“authorized” users

Comprehensive with
as many geographies,
asset classes &
sectors as possible

Includes data quality
score card
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Participation in PCAF
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PCAF signatories commit to assess and disclose the
greenhouse gas emissions of its financial portfolio

Commitment in short:

Measure and disclose
the portfolio GHG
emissions within three
years of signing the
commitment letter
(portfolio coverage is
up to the institution)

/. PCAF

Commitment Letter

All financial institutions involved in the Partnership for Carbon Accounting Financials ("PCAF™) subscribed and adhere

to the following commitment. By joining PCAF. also our financial institution commits to adhere to this:

Addressing the urgent challenge of climate change, and decarbonizing our economy, is mare pressing now than
ever. That is why we have committed to measure and disclose the greenhouse gas (GHG) emissions associated
with our portfolio of loans and investments within a period of three years using jointly developed carbon accounting
methodologies, in order to ultimately enable the alignment of our portfolio with the Paris Climate Agreement.

We want to share and learn from credible carbon accounting practices to find solutions to shared challenges. We hope
this will encourage and stimulate the adoption of carbon accounting and target setting in the financial sector on a
larger and mainstream scale.

We will contribute to the overall objective of PCAF, which is to secure the public commitment (via signed commitment
letters) of at least 100 participating financial institutions globally to measure and disclose the GHG emissions of

their lnans and investments within a period of three years. Together we will collaborate to achieve transparency and
unifarmity in carbon accounting.

We acknowledge that our commitment will be recognized on the PCAF website and social media account, as well as at
other communication activities such as events where the initiative is showcased.

DOWNLOAD COMMITMENT LETTER
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https://carbonaccountingfinancials.com/files/downloads/pcaf-commitment-letter.pdf

@pcafglobal

info@carbonaccountingfinancials.com

carbonaccountingfinancials.com
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Science-based targets for financial institutions
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SBTs for Financial
|Institutions

2022 APAC Capacity Building
May 04, 2022

Partner organizations In collaboration with
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Introduction — About the SBTI

Build the technical
foundations

e

Scale-up adoption

A

Build a critical mass of
high-impact =~ companies
with science-based targets
in key regions and sectors

Develop the technical
groundwork required to
facilitate the adoption of
science-based targets in
the corporate sector

PARTNER ORGANMIZATIONS

Nepp (@)

Presenter Name | @presenterhandle 56 DISCLOSURE INSIGHT ACTION

SCIENCE
BASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

Independent assessment

1366

i e
with science-
based targets
Provide independent 2 SE, 4 O
assessment of targets, ‘ _ .
showcase early movers, companies taking action
and disseminate  best
practice. 1 O 3 2
net-zero
commitments
IN COLLABORATION WITH
®
® 9 I "
;vEnsgLUnm ES E MEAN
INSTITUTE WWF BUSINESS



The path to the end goal

‘A
L e °L0ng-term
= . A 4, goal
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SCIENCE
BASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

How can investors and other stakeholders ensure that companies are
aligning towards the goals of the Paris Agreement?

Long-term goal: A net-zero long-term goal provides certainty
about the direction that the company will follow and serves as

a north-star for long-term strategic decisions;

Science-based target: Science-based targets ensures that

the company is taking shorter-term action to reduce

emissions at a pace that is consistent with keeping warming

below 1.5°C / well-below 2°C;

Annual disclosure: Climate disclosure provides

transparency about the progress that the company is making

to meet its long-term and medium-term goals

Presenter Name | @presenterhandle
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DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

How does SBTi fit into the financial sector? 6 SCIENGE

Defines science-based approaches Harmonizes with peer
to formulating targets on financed initiatives to create consistent
emissions science-based approaches to

net-zero for Fls

SCIENCE
- BASED
TARGETS

) GFANZ

Target setting
methods

@‘
Fossil fuel
financing

CO2 Carbon credits

1y

UN-convened Net-Zero Alliances
Net-Zero Asset Owners Alliance
Net-Zero Banking Alliance
Net Zero Asset Managers Initiative
Net-Zero Insurance Alliance

\ 4 Partnership for
P A F Carbon Accounting
v / Financials

SBTi Finance contributes to the
wider ecosystem of related
initiatives through its
transparent and robust target-
setting platform and disclosure
requirements.
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SBTi Framework Components

60

1. Criteria

SCIENCE
BASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

SCIENCE
/ TARGETS

b s v l
e - i 1

FINANCIAL SECTOR SCIENCE-BASED
TARGETS GUIDANCE

PILOT VERSION

OCTOBER 2020

2. Guidance

™\ SCIENCE

Temperature Scoring and Portfolio Coverage
Tool for Financial Institutions

Temperature Rating
Methodology

A temperatur rating method for

iargets, corporates, and porifolios ii-gpp ﬁ




Audience

SCIENCE
BASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

N The SBTi defines a financial institution as a company whose business involves the arrangement and
execution of financial and monetary transactions, including deposits, loans, investments, and currency

exchange.

N More specifically, the SBTi deems a company a financial institution if 5 percent or more of its revenue or
assets comes from the activities described above.

Primary Audience
N Banks,
N Asset managers

N Asset owners

N Mortgage real estate
investment trusts (REITS).

Presenter Name | @presenterhandle
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Secondary Audience

Other financial institutions (e.g.

motor financing) with following
asset class holdings:

N Real Estate
N Mortgages
N Elec project finance

N Corporate and consumer
loans, bonds, and equity

Not Included in pilot phase

N Development banks

N Sovereign wealth

N Insurance/under writing
N Private Equity



SBTs: A 3-step process

Step 2
Select most appropriate method to
cover in-scope assets

Step 1

Determine what is in scope

SCIENCE
BASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

Step 3
Defining ambition of targets and how
to achieve them

Asset class approach, only Methods are used to

cover in-scope assets, increase Paris-alignment of
where target setting portfolio constituents over
methods are available time to ensure real-world

emission reductions

G @

Presenter Name | @presenterhandle 62

Ambition defined as all
portfolio companies achieving
well-below 2C alignment

o~
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Step 1. Determining the Target Boundary

63

Use an asset class, not a portfolio
wide boundary approach

Within each relevant asset class,
there are mandatory and optional
categories, and follows a principle of
influence

The SBTi will be expanding its
coverage of asset classes over time
as methods are developed e.g.
sovereign debt methods to be
released in mid-2022

Presenter Name | @presenterhandle 63

Consumer Finance

Corporate loans

Corporate equity + bonds

Private Equity
Insurance
underwriting

Securities Sovereign Debt

Underwriting

SCIENCE
BASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION



Step 1. Determining the Target Boundary

Mortgages

Commercial Real Estate

=

LA Electricity Project Finance
BANQUE

POSTALE

Listed Equity + Bonds

Example Targets

SCIENCE
BASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

85% of
investment/lending
activities are
covered

15% not covered

LBP: “Achieve SBTs in Real Estate, Mortgages, Electricity Generation Project Finance and Corporate Instruments by 2030 from a
2020 base year. La Banque Postale’s portfolio targets cover 85% of total investment and lending activities as of 2020.”

KB Financial Group: “KB Financial Group’s portfolio targets cover 13% of its total investment and lending activities by total

exposure®* as of December 31st, 2019.”

*sum of loans, equity, bonds, beneficiary certificates, and other securities managed by KB Financial Group
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SCIENCE
BASED
TARGETS

Step 2. Selecting Target Setting Methods

SBTi methods: A Paris Alignment AssetClasse.g.
ApproaCh corporate loan portfolio

« SBTi does not allow portfolio
wide financing emissions >
targets (in absolute/intensity Not Aligned gt Spectum Aligned
terms) e.g. 50% absolute or

intensity reduction for financed VL
em iSSionS Two approaches to measuring alignment:

|
Y ¥

 Goal of SBT methods are to SDA:
increase alignment of portfolio o actor iy
constituents either through
reducing intensity or ensuring
target setting (and future

tracking of performance against @ A &= @ E
targets) B h w

Engagement;
Does the company have an
ambitious GHG farget

Heavy Industry sectors All seciors
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Step 2. Selecting Target Setting Methods

JLLL

ALl Other
Sectors

SDA
Sectors

49% 62% 34%
reduction  reduction reduction
per MWh  perm2 per tonne

66

SDA

Portfolio Coverage +
Temperature Rating

Bl & F

= = ]=]
[+]=]=]

commits to 33% of its corporate bond

portfolio in all other sectors setting
SBTi validated targets by 2025.

SCIENCE
BASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

1. Portfolio Coverage
“Bank A commits to 35% of listed equity and bonds portfolios setting
SBTi validated targets by 2025”

2. Temperature Rating

“Asset Management firm B commits to align its scope 1 + 2 portfolio
temperature score by invested value within common stock, preferred
stock, corporate bonds, ETFs and REITs from 3°C in 2019 to 2.2°C by
2025.”

3.SDA

KBFG commits to reduce GHG emissions from the
Power sectors within its corporate instruments
(equity, bonds, loans) portfolio, 49.3% per MWh
produced



Step 2. Selecting Target Setting Methods

67

KB Financial Group

SCIENCE
BASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

Commercial Real
Estate

Corporate loans

All real estate

. Pulp + Paper Power Iron + Steel Aluminium All other sectors
lending
SDA SDA SDA SDA SDA Temperature
2019 — 2030 2019 — 2030 2019 — 2030 2019 — 2030 2019 — 2030 2019 — 2025

59% reduction per
m2 by

42% reduction per
tonne of paper

49% reduction per
MWh

42% reduction per
tonne of steel

31% reduction per
tonne of aluminium

Reduce portfolio
temperature from
3.1Cto 2.75C




Step 3. Defining Target Ambition

68

Data input varies across the
methods

SDA requires detailed GHG
and activity data

Temperature rating requires
GHG target and emissions
data

Portfolio coverage requires
only a binary check on SBT
status of portfolio companies

0 0 N O RE W N =

By = = & @ & - =k =3 b
C W o ~N ke WN = O

Company name

Company A
Company B
Company C
Company D
Company E
Company F
Company G
Company H
Company |

Company J
Company K
Company L
Company M
Company N
Company O
Company P
Company Q
Company R
Company S
Company T

SBTi Status

Not committed
Not committed
Not committed
Not committed
Committed
Not committed
Not committed
Committed
Committed
Not committed
Approved
Not committed
Not committed
Mot committed
Not committed
Not committed
Not committed
Approved
Not committed
Not committed

S1+2+3
Temperature
rating (°C)
2.7
23
S
3.2
3.2
3.9
S
24
25
3.2
1.7
3.2
41
3.2
1.9
24
S
1.7
7
3.2

Owned GHGs
(tonnes CO2e)

61,890
30,751
27,402
25,720
19,083
15,348
16,419
19,705
15,703
11,426
10,950
10,711
8,103
10,113
12,403
8,079
6,132
5,708
5,615
5,420

SCIENCE
BASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

Weighted
contribution to

temperature

11.6%
6.8%
6.1%
5.7%
4.4%
4.2%
3.7%
3.3%
2.7%
2.5%
2.4%
2.4%
2.3%
2.3%
1.8%
1.4%
1.4%
1.3%
1.2%
1.2%

rating




SCIENCE
BASED
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Step 3. Target Ambition SDA

A financial institution can align its real estate and mortgage portfolios with the Paris Agreement and set an
emissions reduction target using the Sectoral Decarbonization Approach (SDA):

EmiSSionS intensity (kgcoze/mZ) Of real Global Decarbonization Pathway from IEA
estate and mortgage portfolios of financial 90 —e— 205 service buildings
Institution: ° —&—2DS Residential buildings

70
==@==B2DS Service buildings

o0 =—@==B2DS Residential buildings

Y tonnes GHG fromreal estate "

40

GHG Intensity (kgCO2 / m2)

Y. m2 of real estate Ny

20

10

2016 2021 2026 2031 2036 2041 2046

Source: IEA ETP 2017
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Step 3. Target Ambition Portfolio Coverage + Temperature

Target Level of Ambition: Financial institutions shall commit to having
a portion of their borrowers or investees set their own approved
science-based targets such that the financial institution is on a linear
path to 100 percent portfolio coverage by 2040 (using a weighting
approach in the SBT Finance Tool).

For example, a financial institution starting with 10 percent coverage in
2020 would need to increase coverage by 4.5 percent per year:
(90/ (2040 — 2020) = 4.5)

and reach at least 32.5 percent:
(10 + [5x 4.5] = 32.5)
coverage by 2025.

70
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SCIENCE
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® ) @

@, Emeryour searcn

ECIENCE BASED TARGETS SET A TARGET COMPANIES TAKING ACTION NEWS & EVENTS THE INITIATIVE

What is & science-pased target?

Wry set s science-basea mrge? es already setling their emissions reduction targets in line with

Metnods

y is underway and accelerating globally. 1040 companies are taking science-based climate action and 498 companies nave approved science-
pased targets. Fing out why companies are setting science-based targets, cor join the initiative tocay.

Committed companies have 24 months to have their targets approved and published oy the SBTI, or they will be removed from the SBTi wetsite, unless specific circumstances apply.

See the_protocol to manage expired commitments for more infermation. All committed companies before April 8th, 2020, have been offered

sxtensions as per the first version of the

Protocol to manage expired commitments.

All scope 1 and 2 targets are classified under one of three categories: 2°C, well-below 2°C and 15'C. The assessment does not include a classification of scope 3 targets. As of October
15th 201Q. the SBTi will only accept target submissions of scepe 1and 2 targets that are in line with either well-below 2'C or 15°C trajectory.

The companies below are listed by sector using_ GRI Business Activity Groups categories. If you are a company with concerns about your sector please contact us.

The SBTi conducts pericdic reviews of its target validation criteria, updating it to incorporate the most up-to-date climate scisnce. Scisnce-based targets are currently validated against
SBTi Criteria V.4 and Criteria V4.1 Criteria V4.1 is available as of April 8th. 2020 and will be required for target submissions beginning July Sth, 2020, Prier te October 15th, 2014, targets
were validated against Criteria V.3 Prior to May 22nd, 2018, targets were validated against Criteria V.2 Prior to April 16th, 2017, targets were validated against Criteria V1. The SBTi invites
(SMEs). defined as a nen-subsidiary. indspendent company which emplays fewer than 500 employees. to submit targets through a simplifed targst

small and medium-sized enter,
wvalidation route limited to SMEs. Please refer to the SME Target Setting Letter for details.

DOWMNLOAD ALL COMPANIES TAKING ACTION

AllCompanies

Company Name IS

w
i
q
g
L4
w
&
4
I
@
b
5
L4
]
q
T

N HOLocation ¥  Region v

v Reset Filters
Snow e s=aren :

Company 1IN Target HQ Location Region Sector Status Date
. Classification
Brsted - View Targst DKooBoogage8  15C Denmark Europs Electric Utilities and Energy Targets Set  Aug 2039
View Related
Osterreichische Post AG - View ~ ATOOOOAPOST4  2C Austria Europs Air Freight Transportation and TargetsSet  Jun 2017
Target View Logistics
Aguas de Portugal Portugal Europs Water Utilities Committed  Jan 2020



Partner organizations

SNCDP

DISCLOSURE INSIGHT ACTION

United Nations
Global Compact
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THANK YOU FOR LISTENING

In collaboration with
@ sciencebasedtargets.org ¥ @ScienceTargets D Science Based Targets

WE MEAN

R EROURCES BUSINESS f /science-based-targets 52 info@sciencebasedtargets.org
COALITION

INSTITUTE




Q&A



