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This year marks the second year in which PwC
has reviewed company reporting on climate
change as part of our Building Public Trust
Awards. Following last year’s initial review, we
doubled the number of companies in
consideration to over 300, extending analysis to
leading reporters in the FTSE 250 for the first
time. This year also saw the inclusion of an
international cohort of companies, to examine
compliance with the recommendations of TCFD
at a global level.

Despite the challenges faced by companies over
the last 12 months, corporate action on climate
change continues at pace, with TCFD’s 2021
Status Report revealing that over 2,600
companies now officially support the
recommendations, as well as over 120 regulators
and government entities. This also includes
1,085 financial institutions responsible for assets
of $195 trillion.

Government action too is accelerating, capped
this year by efforts announced at COP26 in
Glasgow. The introduction of mandatory
reporting legislation in the UK means that from
April of next year, over 1,300 of the largest
UK-registered companies and financial
institutions will have to disclose climate-related
financial information on a mandatory basis.

Similarly, new requirements announced by the
Chancellor that UK companies must set out by
2023 their transition plans to a low-carbon economy
will further aid an understanding of how companies
intend to meet their net zero commitments.

These announcements have been supported by
HMT’s recently published Greening Finance
Roadmap, which sets out to align sustainability
disclosure requirements with the existing TCFD
requirements.

Overall, we are encouraged to see in our analysis
greater implementation of the recommendations of
TCFD, which aligns with the findings of the latest
Status Report.

Our review has been categorised, in line with
TCFD, into ‘Governance,’ ‘Strategy, ‘Risk
Management’ and ‘Metrics and Targets.’ In each
section we have provided an analysis of the quality
of the reporting, tips for how to make your reporting
more effective, and illustrated examples of best
practice. A spotlight on international climate
reporting is also featured later in the report.

We hope that through this report, we can provide
the insights and expertise which will help your
company to progress on the journey towards better
climate change reporting.


https://www.fsb.org/wp-content/uploads/P141021-1.pdf
https://www.fsb.org/wp-content/uploads/P141021-1.pdf
https://www.pwc.co.uk/build-public-trust/the-building-public-trust-in-corporate-reporting-awards.html

Executive summary and key messages

Governance

Company disclosure against the governance of climate change has
improved since last year, with almost 90% of companies now
allocating board-level responsibility for climate change. However
board-level expertise on climate-related issues is still lacking across
the FTSE 350, with less than a fifth of companies identifying the
climate-related competencies of board members or referencing any
plan for training on climate change. At the executive level, almost
three quarters of companies now have assigned responsibility for
climate change, and almost a quarter of companies link
climate-related objectives with executive remuneration.

Strategy

In keeping with the findings of the TCFD 2021 Status Report, there is
widespread compliance with the recommendation to disclose
information on climate-related risks and opportunities, with almost
90% of companies identifying multiple examples. However, less than
40% of companies are going the step further and linking these risks
to quantified financial impacts. More than half of companies now
disclose that they have performed climate scenario analysis.

Net Zero

In the run-up to COP26 in Glasgow, there has been renewed
attention and demand for corporate commitment to reaching net zero
emissions in a timeframe that is aligned with the Paris Agreement.
This year we have seen that 70% of the FTSE 350 companies
included in our analysis have made a commitment to net zero, which
is an increase from 55% last year.
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A spotlight on international climate reporting

To complement our assessment of FTSE 350 climate reporting, we
have extended our analysis to a cohort of international companies
that represent a variety of countries and industries, in order to gain
insight into the level of compliance with the recommendations of
TCFD at a global level. The quality of reporting in this cohort across
all four pillars of TCFD remains consistently below that of the FTSE
350, with the most significant divergences observed under the
Governance and Strategy pillars.

Risk management

The risk management of climate change remains a challenging area
for companies. Almost all companies now report that climate change
is recognised as a current or emerging risk, and encouragingly, two
fifths demonstrate that the management of climate risk is integrated
into their risk management processes. However less than 20% of
companies provide disclosure on the assessment and management
of the financial implications of climate risk.

Metrics and targets

The metrics and targets section is the one companies perform most
strongly against, with the vast majority of companies reporting on
their Scope 1, 2 and 3 emissions. There is still a persistent tendency
to report on simple climate-related metrics, with only a fifth of
companies reporting sophisticated metrics that assess the full scope
of their value chain and links metrics to financial performance.
Encouragingly, over a third of companies now report science-based
emissions reduction targets.


https://www.ipcc.ch/2018/10/08/summary-for-policymakers-of-ipcc-special-report-on-global-warming-of-1-5c-approved-by-governments/

About this report

This report contains the results of our
analysis, expert guidance to improve your
reporting and a selection of leading examples
that we at PwC have identified following our
review of annual reports, sustainability reports
and associated websites of the FTSE 350. The
report is structured as follows:

* A summary of what should be reported and
why, set in the framework of the TCFD
guidance

Basic, intermediate and advanced tips for
improving your reporting

A quantitative analysis of the performance of
the companies scored as a part of this review

An in-depth exploration of company
performance for each of the 4 categories, with
each sub-divided into further sections. Each
subsection includes:

— Key findings and analysis by industry
— Results summary including reporting tips
— Annotated best practice examples

If you would like more personalised advice on
your own reporting, do get in touch with us — our
contact details are on the back page. You can
also find more examples of good practice by
visiting our website.



https://www.pwc.co.uk/services/sustainability-climate-change/insights/sustainability-reporting-tips.html
https://www.pwc.co.uk/build-public-trust/the-building-public-trust-in-corporate-reporting-awards.html
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Good practice climate reporting based on TCFD guidance

Governance

Strategy

Risk
Management

Metrics and
Targets

PwC

What

Why

Board-level knowledge
and training

Board oversight on
climate change

Management oversight on
climate change

Identification of material
risks and opportunities

Disclosure of impacts on
and by the business

Business resilience to
climate-related risks
and opportunities

Risk identification,
assessment and
management

Engagement with
stakeholders

Integration with current
risk process

Disclosing
climate-related metrics

Setting climate-related
targets and reporting on
performance

Provide details of the current competencies of board
members in relation to climate change, and any past or
future training on the subject matter.

Document the governance structure regarding board-level
responsibility for climate change. If relevant, disclose that
climate change is on the agenda at board meetings and
examples are provided for how climate-related
risks/opportunities have affected strategic decisions.

Explain the responsibility for climate change at executive
level and if applicable, disclose that executive
remuneration is linked to climate-related objectives.

Identify and disclose physical and transitional risks and
opportunities, and do so with an associated time horizon.

Identify the impacts of climate-related risks and
opportunities on the organisation’s business, strategy and
financial planning and furthermore, disclose the impact of
the organisation on the climate.

If applicable, disclose the organisation’s commitment to net
zero and describe the scenario analysis performed.

Describe the process for identifying, assessing and
managing climate-related risk and impact. Provide details
of the mitigation/management techniques used.

Document engagement with stakeholders beyond the
organisation’s operations regarding the climate change
agenda.

Disclose how the climate-related risk (CRR) management
process is integrated into the overall risk management
process.

Disclose a range of climate and sustainability-related
metrics, including GHG emissions.

Disclose the targets (and related progress) the company
uses to manage climate-related risks and opportunities.

This allows the reader to understand the level of climate-related expertise at
board-level, as well as the proactiveness of the board to upskill themselves.

This enables the reader to understand how and by whom climate change is
considered at board-level, and shows them how this is affecting decision
making.

This enables the reader to understand how and by whom climate change is
considered at an executive level and demonstrates to them how seriously the
issue is being taken by linking climate-related objectives to executive
remuneration.

This provides detail on the specific impacts of climate change on your business
and contextualises them in the short, medium and long-term.

This makes it clear what the impact of climate-related risks and opportunities
could be, and also to what extent the organisation itself is contributing to
climate change.

This illustrates the organisation’s commitment to fighting climate change and
also shows its preparedness in considering its resilience under multiple future
scenarios.

This allows the reader to understand the process behind the disclosures your
company has made with regards to strategy and risk. The management
techniques enable the reader to understand how the organisation is mitigating
the risks it is presented with.

This demonstrates to the reader that a holistic approach is being taken with
regards to tackling the issue of climate change, and the extent to which the
organisation is looking beyond its own operations.

This illustrates how the issue of climate risk is now considered an integral part
of the overall risk management process.

This will provide the reader with the quantitative detail of the company’s impact
on the environment and climate, as well as showing how this has changed
through time.

This will provide the reader with information on how proactive the company is
being with regards to reducing its climate impact, and whether they are set to
reach their targets.




Tips to make your reporting more effective

Basic reporting tips Intermediate reporting tips Advanced reporting tips
Briefly mention board member climate-related Outline a more detailed training plan with a timeline and, if applicable, Provide an extensive narrative concerning board
competencies, and state that future training discuss previous training completed member competency in relation to climate change.
is required.
Mention board-level responsibility for climate Provide detail on the individual/committee responsible for climate Provide multiple detailed examples of how the
change and state that it is included as an agenda change at board level. Disclose the number and frequency of board  assessment of climate-related risks/opportunities have
item in board meetings. meetings with climate change on the agenda, and exemplify how this affected strategic decisions at board level.

has affected strategic decisions.
Document how climate-related responsibilities Explain the associated organisational structure and how management Provide detailed disclosure on how executive
have been assigned to executive-level reports to the board on these matters. Mention that executive remuneration is linked to climate-related objectives e.g.
committees or individuals. remuneration is linked to climate-related objectives. carbon emissions targets, KPIs, time frames etc.
Disclose the physical and transition risks and Provide a materiality assessment of the risks and opportunities Detail the financial impact (i.e. in terms of cost) and
opportunities and associate them with different identified and ensure that the associated time frames align with the align the time horizons considered with the Paris
time horizons. long-term nature of climate change (i.e. consider time frames >10 Agreement i.e. 2030 and 2050.

years)
Identify climate-related impacts and provide a Provide a detailed discussion on the impact of the organisation on the Link the climate-related impacts identified to financial
brief discussion over the impact of the climate. performance indicators e.g. costs, revenue, liabilities,
organisation on the climate. assets.
Disclose that the organisation has made a net Explain the detail of the net zero strategy. Disclose the consideration Disclose the consideration of, and the resilience of the
zero commitment. of, and the resilience of the organisation to, one possible scenario. organisation to, at least 2 different scenarios, one being

<2 degrees C and one being a stressed scenario.
Disclose how the identification, assessment and  Ensure that the discussion over identification, assessment and Discuss how addressing the financial impact of
management of risks and impacts is conducted management of risks and impacts covers the entire value chain. climate-related risks and opportunities is built into your
for your direct operations. Provide details on how impact assessment process. Ensure that the financial
these risks are mitigated. impacts of the mitigation methods are captured.

Provide disclosure of engagement with at least Show that multiple stakeholders have been engaged with. Improve the narrative to provide high levels of detail
one type of stakeholder. concerning the initiatives which have been disclosed.

If applicable, disclose the operational linkage of  Include a narrative explaining how this integration took place. If applicable, ensure that it is detailed that there is full
climate-related risk management into the overall integration into the overall risk management process,
risk management process. including on a financial level.

Report predominantly straightforward metrics Increase the sophistication of the metrics reported by providing Incorporate metrics concerning the wider supply chain
such as Scope 1 and 2 emissions and those comparatives, normalised metrics and Scope 3 emissions data. and provide a financial context, for example, by using
relating to the direct operations of the company. cost-related metrics.

Produce targets accompanied by a qualitative Include targets set over different timeframes, provide quantitative Ensure that any GHG emissions reduction targets are
description of progress. progress and add accompanying analysis. science-based (and therefore in line with the Paris
Agreement). Extend the accompanying narrative.

PwC 2



Our analysis of FTSE 350 companies yielded the following statistics across the range of

Ovemew Of analySIS criteria considered by the Climate Change reporting award.

1. Governance
Of the FTSE 350 companies we reviewed:

90%

‘ . 18%

Have a board-level Disclose the Describe the Disclose that
committee with number/ frequency climate change board training
climate change of board meetings competencies has taken
oversight with climate change of board place

on the agenda members

Describe how climate Describe how Describe how
risks/opportunities management reports executive remunera
affect strategic to the board on tion is linked to
decisions made at climate-related climate-related
board level responsibilities objectives

PwC



Overview of analysis

Our analysis of FTSE 350 companies yielded the following statistics across the range of
criteria considered by the Climate Change reporting award.

2. Strategy
Of the FTSE 350 companies we reviewed:

88%

Identify physical
risks and/or
opportunities

82%

87%

Identify the impact
on the organisation’s
business of
climate-related risks
and opportunities

Associate risks and
opportunities with
time horizons

Identify transition
risks and/or
opportunities

Disclose how the
organisation
contributes to
climate change

Have committed
to net zero

Perform climate
scenario analysis

PwC




Overview of analysis

Our analysis of FTSE 350 companies yielded the following statistics across the range of
criteria considered by the Climate Change reporting award.

3. Risk Management
Of the FTSE 350 companies we reviewed:

46%

18%

Engage with multiple
stakeholders on the
subject of climate risk

Outline a process for
identifying, assessing
and managing
climate-related risks
across the entire value
chain

Assess the financial Disclose the process of
impact of mitigation of risks,
climate-related risks linked to
financial implications

Identify climate as a
current/emerging risk

Integrate climate-related
risk into the overall
risk-management
process

PwC




3 3 Our analysis of FTSE 350 companies yielded the following statistics across the range of
Overview of analysis

criteria considered by the Climate Change reporting award.

4. Metrics and targets
Of the FTSE 350 companies we reviewed:

18%

Report sophisticated
non-emission
climate-related metrics,
including supply-chain,
comparatives,

financial metrics

Disclose scope 1, 2 and 3
emissions

Disclose science-based

targets linked to
climate-related risks and
opportunities

Disclose performance
against targets using
quantitative comparatives

PwC



3 3 Last year’s report looked exclusively at leading FTSE 100 company
ProgreSSIOn 1n the FTSE 100 reporting on climate change. The selection of this year’s results below

offers a snapshot of how progress is being made in each area of TCFD.

1. Governance
Of the FTSE 100 companies we reviewed:

o

2021 2021

o

= =

2021
@ Describe how management
reports to the board on

Have a board-level
committee with climate

change oversight ‘

climate-related responsibilities

=

Disclose that board
training has taken place
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3 3 Last year’s report looked exclusively at leading FTSE 100 company
Progr65310n 1n the FTSE 100 reporting on climate change. The selection of this year’s results below

offers a snapshot of how progress is being made in each area of TCFD.

2. Strategy
Of the FTSE 100 companies we reviewed:

2021

o

=

=

2021

Identify physical risks
and/or opportunities

2020 88% Perform climate
scenario analysis
(1}

=

Identify transition risks
and/or opportunities

PwC 8




3 3 Last year’s report looked exclusively at leading FTSE 100 company
ProgreSSIOn 1n the FTSE 100 reporting on climate change. The selection of this year’s results below

offers a snapshot of how progress is being made in each area of TCFD.

3. Risk Management
Of the FTSE 100 companies we reviewed:

2021

2020

=

=

Outline a process for identifying, 2020 @ Integrate climate-related risk into the
assessing and managing climate-related overall risk-management process
risks across the entire value chain ‘

=

Assess the financial impact
of climate-related risks

PwC 9




3 3 Last year’s report looked exclusively at leading FTSE 100 company
ProgreSSIOn 1n the FTSE 100 reporting on climate change. The selection of this year’s results below

offers a snapshot of how progress is being made in each area of TCFD.

4. Metrics and Targets
Of the FTSE 100 companies we reviewed:

2021

=

=

2021

Disclose scope 1,2 and 3 2020 40% Disclose performance
emissions @ against targets using quantitative

comparatives

=

Disclose science-based targets linked to
climate-related risks and opportunities

PwC 10



Governance




Key findings from Governance scoring

In 2017, the TCFD recommended that companies disclose the organisation’s governance around climate-related risks and opportunities.

Of the FTSE 350 companies that we assessed, the vast majority of companies allocate board-level responsibility for climate change, however
less than a fifth reference the climate-related competencies of board members or any plan that training on climate change has taken or will
take place. Almost three quarters of companies indicate responsibility for climate change at executive level, but few include details on how
remuneration is linked to climate-related objectives.

Board-level knowledge and
training

ﬁﬂ

Of the FTSE 350 companies we assessed:

17% described the competencies of one or
more board members in relation to climate
change

Just under a fifth carried out training for
board members on climate change and
related issues

Best performing industry group: Energy

Worst performing industry group:
Transportation

Board oversight on climate
change

Of the FTSE 350 companies we assessed:

* Almost 90% mentioned a board-level
committee with climate change oversight

* 41% disclosed the frequency of board
meetings where climate change is on the
agenda

¢ Over two fifths give multiple examples of
how climate-related risks and opportunities
affect strategic decisions made at board
level

* Best performing industry group: Energy

»  Worst performing industry group:
Agriculture, Food, and Forest Products
(including FMCG)

Management oversight on

climate change

Of the FTSE 350 companies we assessed:

* Almost three quarters described
management’s climate-related
responsibilities and how management
reports to the board

* 22% mentioned executive remuneration
linked to climate-related objectives

* Best performing industry group:
Agriculture, Food, and Forest Products
(including FMCG)

» Worst performing industry group: Materials
and Buildings

PwC




Board-level knowledge and training

Provide details of the current competencies of board members in relation to
climate change, and any past or future training on the subject matter. Standard Chartered TCFD Report 2020, pg. 10

This allows the reader to understand the level of climate-related expertise at

board level, as well as the proactiveness of the board to upskill themselves. s e
: : : Training and awareness building
Tips to make your reporting more effective:

Er“s'_vrl"uq robust understand of climate-related risks and

. opportunities is crucial for employees at all levels of the
Intermediate Advanced organisation.

Briefly mention Outline a more Provide an extensive As a new risk type, skills and expertise in managing climate-
board member detailed training plan narrative concerning related risk f']f"‘u ‘;’r'pf”t nity « rJ r s the ;u istry are in the
climate-related with a timeline and, if board member ,‘u, -‘ ﬂt,j,ut,f Lr.ur L? r:: L-U'-‘._\VTﬁvl:‘:;.:‘:;:‘ :;I:‘ . ,_1
competencies, and applicable, discuss competency and byl S iisel e i
state that future previous training training in relation to IS N Ny e W - AR - S
training is required. completed. climate change. s e i gl “‘.I S R
risk in 2019 and the l_hu rman has undergone one-to-one
training. During 2( o B 1urr‘_~nr the Group's subsidiaries
across Asiq, Africa and the Middle East were provided with
Of the FTSE 350 companies we reviewed: in-depth, targeted training on topics including climate risk,
sustainabilit uteq, Jugr_Jr ability regulation ar
environmen Eul and social risk mar |ch'r|¢'n,, delivere ri by
internal subject matter experts. Several MT members have
18% also completed the Climate Risk "r:n_mdg: on course,
— ‘ ‘ developed and delivered with Imperial College London
Standard Chartered has “Really well assembled course - that
disclosed that the Group has tremendous impact for a key leg
Board has received of CCIB’s strategy.”
Describe the Disclose that dedicated training Simon Cooper
climate change board training sessions, with one-to-one CEO, CIB and CB, Europe & Americas
competencies of has taken place training for the Chairman.
board members Similarly the Boards of

the Group’s subsidiaries
have received specific
training on climate risk.

PwC



Severn Trent Annual Report 2021, pg. 97

Board Skills Matrix
Topics Kevin James John Olivia Christine Sharmila Dominique  Philip Angela
Beeston Bowling Coghlan Garfield Hodgson Nebhrajani Reiniche Remnant Strank
Strategy 2 @ ® @ L & 9 e} &
M&A < ® @ © L ° [ G
Corporate finance/Treasury ° <] ® o @ fal
Accounting ® @ @ o ] @
Regulation @ ® @ [ ] a9 @ ° o €
Technology/
Innovation/Cyber a 2 [ ] @ @ El
Customer ° ® L el o
Brands @ E e ®
Engineering 2
Utility sector @ ® L =l L [ ] ? D Q
Science @ @
Sustainability, including
climate change ® L k< @ o Q
People management L ] k2 @ L] @ ° (] @
Commercial procurement & ® e & k=3 @ @
Construction/
Infrastructure delivery =3 & s B
Large capital programmes D L] [ k< @ e
Political affairs L) ® @ L [ ° &

11

Severn Trent provide a comprehensive skills
matrix for all of its board members, which
includes climate change expertise.

PwC




Board oversight on climate change

Document the governance structure regarding board-level responsibility for

climate change. If relevant, disclose that climate change is on the agenda at

board meetings and examples are provided for how climate-related
risks/opportunities have affected strategic decisions.

This enables the reader to understand how climate change is being
considered at board level, and by whom, showing them how it affects
strategic decision making.

Tips to make your reporting more effective:

Mention
board-level
responsibility for
climate change
and state that it
is included as an
agenda item in
board meetings.

Intermediate

Provide detail on those
responsible for climate
change at board level.
Disclose the number and

frequency of board meetings

with climate change on the

agenda, and exemplify how

this has affected
strategic decisions.

Advanced

Provide detailed
examples of how
the assessment of
climate-related
risks/
opportunities have
affected strategic
decisions at board
level.

Tullow Oil Climate Risk & Resilience Report 2020, pg. 3 - 4

Of the FTSE 350 companies we reviewed:

¥

Have a board-level
committee with climate
change oversight

PwC

Y

Disclose the number/
frequency of board
meetings with
climate change on
the agenda

Describe how climate
risks/opportunities
affect strategic
decisions made at
board level

—kk

We liked how Tullow Oil
disclosed the recognition by
the Board of climate change
as a strategic risk, along
with tangible examples of
decision-making as a result
e.g. Tullow’s
decarbonisation plans,
emission reduction targets,
and carbon offset approach.

The Board oversaw the development of
Tullow’s decarbonisation pians ana carbon
oftset app N and provided final sign
off. The Board has delegated the d )
overseeing the ongoing plans to embed t
decarbonisation initiatives and execution of
the carbon offset strategy to the Safety and
Sustainability Committee

15



BHP Climate Change Report 2020, pg. 9

Figure 1. Climate change governance at BHP

Board
{Oversight)

Climate Change Steering Committee <—>

Shareholders

Remuneration Committee
(Remuneration policy in line with strategy)

Sustainability Committee
{Group HSEC framework and performance)

Risk and Audit Committee Z
(Risk managemeant) N\

N

% Investment Review Committees

Executive Leadership Team
{Accountable for climate changs % Internal Audit —
strategy management)
; Assets and Functions
(Implemeantation)

\

Climate Change Working Group

PwC

11

BHP clearly illustrates the role of the Board and management in the
governance of climate change at the company. Multiple committees are
identified that report to senior staff on the issue, including the Climate Change
Steering Committee, Climate Change Working Group, and Sustainability
Committee.




Management oversight on climate change

Explain the responsibility for climate change at executive level and if
applicable, disclose that executive remuneration is linked to climate-related

objectives.

This enables the reader to understand how and by whom climate change is
considered at an executive level and demonstrates to them how seriously
the issue is being taken by linking climate-related objectives to executive

remuneration.

Tips to make your reporting more effective:

Document how
climate-related
responsibilities
have been
assigned to
executive-level
committees or
individuals.

Intermediate

Explain the organisational
structure and how
management reports to
the board on these
matters. Mention that
executive remuneration is
linked to climate-related
objectives.

Provide detailed
disclosure on how
executive remuneration
is linked to
climate-related
objectives e.g. carbon
emissions targets,
KPls, time frames etc.

Of the FTSE 350 companies we reviewed:

Describe how
management
reports to the board
on climate-related
responsibilities

PwC

i

Describe how
executive
remuneration is linked
to climate-related
objectives

21

Smurfit Kappa Annual Report 2020, pg. 77

We liked how Smurfit
Kappa disclosed the
weighting given
climate metrics,
specifically carbon
reduction targets, in
their incentive
framework.

Link to Sustainability

Inclusion Within the
Key Pillar Incentive Framework

People

Key Metrics for
Measurement

Planet

Impactful
Business




AstraZeneca Sustainability Report 2020, pg. 12 & Annual Report 2020, pg. 133

Sustainability governance
continued

Board
AstraZeneca Board and SET members of Directors
Pascal Soriot
CEO and Executive Director of the Board .

Joined the World Economic Forum's Sustainable
Markets Council, an advisory body of public-private-
philanthropic leaders to drive sustainable solutions in line
with the United Nation's Sustainable Development Goals.
He is also Chair of the AstraZeneca Global Inclusion and
Diversity Council, and a member of our Ambition Zero
Carbon Govemnance Group that is accountable for key
investment decisions for our climate strategy.

Marc Dunoyer

CFO and Executive Director of the Board
Executive Sponsor of our philanthropic
Young Health Programme which works to help young ‘
people take control of their health and prevent
non-communicable diseases in 24 countries. Senior
He is also a member of our Ambition Zero Carbon
Governance Group. ‘

Executive Team
(SET)

AstraZeneca SET and SAB members
* EVP, Sustainability and Chief Compliance Officer

* EVP, Operations and IT
¢ EVP, BioPharmaceuticals R&D
* EVP, International

* EVP, Human Resources

The AstraZeneca Board of Directors reviews our internal sustainability scorecard each quarter. In 2020,
the Board deliberated on sustainability matters including about the physical and transitional risks and
opportunities posed to AstraZeneca by climate change, as guided by the Taskforce on Climate-related

Financial Discl (TCFD) f rk. See the AstraZeneca TCFD disclosure statement within our
Annual Report.

Geneviéve Berger

Non-Executive Director of the AstraZeneca Board

During 2020, Genevieve Berger, a Non-Executive Director, oversaw the imp ion of our sustainability

matters on behalf of the Board. Nazneen Rahman, Non-Executive Director, assumed these responsibilities
from January 2021.

Leif Johansson

Chairman of the Board

Represents AstraZeneca on the Reform for resilience — The Post-Pandemic Policy Commission, leading
the healthcare resilience and sustainability pillar. This new global initiative provides policy recommendations
for G7 and G20 political leaders. We are the only healthcare company on this Commission.

The Senior Executive Team, composed of our CEO and company leaders who report into the
CEOQ, is accountable for specific sustainability initiatives and reviews our internal sustainability scorecard
each quarter.

Katarina Ageborg, EVP Sustainability and Chief Compliance Officer, is responsible for the overall
sustainability strategy execution, including tracking our progress towards targets and working together
with company leadership to ensure strategy is aligned with business priorities.

Our Sustainability Advisory Board comprises SET members and external sustainability experts.
It met in 2020 to approve strategic direction, recommend opportunities and provide insight.
Key discussions included:

« Ambition Zero Carbon plans

* Product Sustainability Index
* Impacts of systemic racism on access to healthcare

Value from external advisers External sustainability experts:

Each adviser has deep expertise in one or Pankaj Bhatia

more sustainability fields, spanning climate Deputy Director, Climate Program and Global
change, access to healthcare, operations, Director, GHG Protocol, World Resources Institute
strategy integration, human rights and product Dame Polly Courtice, DBE, LVO

envionments: stewarriship: Director, Cambridge Institute for Sustainability
This range of perspectives helps us to understand Leadership, University of Cambridge

the diverse concerns of external stakeholder Rain Henderson
aroups. The advisers offer insights from other Founder, Elementor Advisors
sectors and industries that we may not have Louise Nicholls

considered otherwise. Most importantly, they
challenge our thinking and push us to see
things differently.

Managing Director of Susaco and Vice Chair of IEMA

Incentivising environmental, social

and governance delivery

As reflected in our 2019 Directors’
Remuneration Report, AstraZeneca
recognises the importance of ESG factors

in operating a sustainable business and has
made a number of clear commitments in this
area. | am delighted to confirm that, from

2021, a metric focusing on the delivery of
our Ambition Zero Carbon commitments

will be included in our executive incentive
arrangements for the PSP, to undertine the
importance we place on eliminating our
Scope 1 and Scope 2 greenhouse gas
emissions by 2025. Targets and assessment
of performance against this metric will be
determined in line with the World Resources
Institute/World Business Council for
Sustainable Development GHG Protocol
methodology for accounting and reporting
of our emissions footprint. In selecting this
metric, the Committee considered a range
of alternatives, covering Environmental
Protection, Access to Healthcare, and Ethics
and Transparency, the three pillars of
AstraZeneca's sustainability strategy. As set
out on pages 141 and 142, the full breadth of
achievements in relation to ESG performance
is taken into account when considering the
individual performance of Executive Directors
for bonus purposes.

14

We liked how AstraZeneca visually demonstrate responsibility for climate change at an executive level
through the Senior Executive Team (SET) and also show how this links in with the Board. AstraZeneca also
report on the inclusion of metrics related to their ‘Ambition Zero Carbon’ in executive remuneration.
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Key findings from strategy scoring

In 2017, the TCFD recommended that companies disclose the actual and potential impacts of climate-related risks and opportunities on the
organisation’s businesses, strategy, and financial planning where such information is material.

Of the FTSE 350 companies that we assessed, the vast majority identified multiple material climate-related risks and opportunities and
categorised them as physical and transition risk-related. Most companies aligned these risks and opportunities with time horizons associated
with global climate goals however few linked them to quantified financial impacts.

Identification of material risks
and opportunities

Of the FTSE 350 companies we assessed:

+ Slightly more companies identified physical
risks than identified transition risks

* Almost two thirds of companies are
associating risk and opportunities with
different time horizons

» Best performing industry group — Financial
Services

* Worst performing industry group —
Agriculture, Food, and Forest Products
(including FMCG)

Disclosure of impacts on and
by the business

Of the FTSE 350 companies we assessed:

* Nearly 40% of companies link climate
impacts to financial performance in some
way

¢ 82% of companies discussed the impact of
the organisation on the climate

» Best performing industry group —
Agriculture, Food, and Forest Products
(including FMCG)

* Worst performing industry group — Materials
and Buildings

Business resilience to climate- —

related risks and opportunities -I-1

Of the FTSE 350 companies we assessed

e 70% have disclosed commitments to
reaching net zero

* Over half have performed scenario
analysis and described the resilience of
strategy in each scenario

* Best performing industry group — Energy

» Worst performing industry group —
Transportation

PwC
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Burberry Annual Report 2020-21, pg. 135

Identification of material

I'i SkS an d O pp O rtuniti e S Risks and impacts aligned with TCFD recommendations

AN <> Ry
Identify and disclose physical and transitional risks and opportunities, and ﬁ%l Q’ L;E} @ &S
do so with an associated time horizon. i i S IS [ — A e
and Processing and Packaging and Retail

This provides detail on the specific impacts of climate change on your

. . . . I I I
business and contextualises them in the short, medium and long-term. TR I R 7 S
Tips to make your reporting more effective: n - s i
Physical risks
Disclose physical Provide a materiality Detail the financial 2 5 S e P P W
and transition assessment of the risks and impact (i.e. in terms '
risks and opportunities identified and of cost) and align Changes n walabty and con
opportunities and ensure that the associated the time horizons ,
associate them time frames align with the considered with the Decreases in productivity and disruption to processes
with different time long-term nature of climate Paris Agreement i.e. 1 |
horizons. change (i.e. consider time 2030 and 2050. Damage to property and assets
frames >10 years).
Transitional risks
Occur when maving towards a low-carbon economy.
| [} 1 |
Of the FTSE 350 companies we reviewed: Increased compliance costs and reporting obligations
| 1 |
Increased costs from introduction of carbon taxes
88% 87% . ' -
Substitution and transition costs to lower emissions technology
‘ Shifts in consumer preferences
| J
Identify physical Identify transition Associate risks
risks and/ or risks and/ or and opportunities ‘ ‘
opportunities opportunities with time . n ) ) -
horizons Burberry identified multiple physical and transition-related

risks, contextualising them throughout their value chain and
with an estimated share of carbon emissions for each stage.

PwC




London Stock Exchange Group Sustainability Report 2020, pg. 50

LSEG identifies multiple physical and
transition-related risks and opportunities,
and ranks them on their significance and
relevance to the business. Financial
impacts of climate risk are quantified with
values for the annual expected costs to
operations disclosed.

Significance and relevance
of climatempact
No WL
>
Risk/ Risk/Opportunity Operations Business Functions
Opportunity sub areas
o information  Post Trade Capital Technology
Transition Policy and legal risk
Market and economy risk
Technology risk
Reputabonal risk
Physical Acute physical risk
Chronec physcal risk
Opportunity Resource efficency
S v

Product and sesvice
efficency

Market opporturity

o Medium transition risk 1o the Medium market risks

operations of the bustiness 10 capital markets and

with stronger carbon nformation Seswces given

regulations and greater trends owards a greater

technology risk such as chmate focused rick

energy efficiency measures. or INvestors swching
benchmark fLSEG doesnt

@) Physical risk s most material
al an operstional leved
bt wil harve knock-on
impacts for each of the
busness functions.

have the capability or
ambition 1o nclude a chmate
aspect on the benchmerk.

M 7

o The most material
opportunities exist withn
information services where
there are opportunities 1o
develop low carban indexes
and capital markels business
units wheve these are
opportunities to promote
green products,

@ Hahregulstory risk 1o
capital markes as greater
disclose requirements may
SSCOUrBne COMPAanes
from ksting allogether.

Reputational nsk s relevant
&t & Group level and
theredore impacts all
Dusiness urms,

Market opportunities
10 capiialise an new
slruciure of business
within the economy.

Findings of Quantification Modelling Exercise:

Building on the Climate risk scenario analysis

and heatmap validation work, the Group developed

preliminary quantification models to facilitate the

risk assessment of climate-related risks. The two

models developed cover Phiysical Risks for Operations

and Transition Risks for one of the Group's business

units. The Operations model has focused on three

main pathways:

« the impact of climate events on our operations and
resultant foregone revenue,

«+ the business disruption and repair costs for uninsurable
buildings and equipment,

« the rising insurance costs

The associated preliminary output of the quantification
of the finandcial risk for our Operations ranges between
the probable values of £395 000 and £690,000 of likelfood-
weighted annual costs over the next 10 to 30 years.

We will use and further expand the new Climate Change
Physical Risk quantification madel to inform Operations’
future strategic decisions and footprint planification.
Further, we plan to build on the Climate Change
Transition Risk quantification model and apply itto

other Business Units as well as to the overall Group.

PwC
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Disclosure of impacts on and by the business

Identify the impacts of climate-related risks and opportunities on the
organisation’s business, strategy and financial planning and
furthermore, disclose the impact of the organisation on the climate.

This makes it clear what the impact of climate-related risks and
opportunities could be, and also to what extent the organisation itself is

contributing to climate change.

Tips to make your reporting more effective:

Identify Provide a Link the
climate-related detailed climate-related

impacts and provide a
brief discussion on
the impact of the
organisation on the
climate

discussion on the
impact of the
organisation on
the climate.

impacts identified to
financial performance
indicators e.g. costs,
revenue, liabilities,
assets.

Of the FTSE 350 companies we reviewed:

¥

Identify the impact on the
organisation's business of
climate-related risks and
opportunities

PwC

l:

Disclose the impact on
the climate of the
organisation

Lloyds Banking Group Annual Report 2020, pg. 23

Table 1. Lending' to customers in sectors at increased risk from the impacts of climate change

Lending to Commerdal Banking

% of total Group loans.

customers (£m} & advances to customers’
Commercial Banking sector* Dec 2020 Dec 2019 Dec 2020 Dec 2019
Energy use inbuildings  Real estate (inc housing associations) 25,426 27124 5.04% 5.44%
Agriculture Agriculture, forestry & fishing® 7,464 7219 1.48% 1.45%
Transport Passenger transport 1135 1,120 0.22% 022%
Industrial transport 1,374 1,674 0.27% 034%
Automotives* 1,485 1,272 0.29% 0.26%
Energy use inindustry  Houwsebuilders 870 1,168 0.17% 0.23%
Construction’ 1,210 1179 0.24% 0.24%
Cement, construction materials, chemicals & steel manufacture 317 3N 0.06% Q08%
General manufacturing 1,301 1,285 0.26% 0.26%
Foed manufacturing and wholesalers 1,312 1844 0.26% 0.37%
Energy supply Ol & Gas* 1,099 1,393 0.22% 0.28%
Utilites 1,638 1779 0.32% 0.36%
Coal mining 8 21 0.002% 0.004%
Total 44,639 47,469 8.85% 9.53%
Loans & advances to % of total Group loans
customers (£m) & advances to customers’
Retail division areas’ Dec 2020 Dec 2019 Dec 2020 Dec 2019
UK Mertgages 294,806 289,198 58.42% 58.04%
UK Motor Finance 15,201 15976 3.01% 3.21%
Total 310,007 305,174 61.44% 61.25%

1. Commercial Banking and Retad dwisions cnly. Excludes insurance and Wealth division

2 Commercial Banking civision anly, exdudes Commescal Finance. Drawn landing & gross of significant risk transfers. Excludes Business Banking lending, which sts within Retail divisicn.
2019 restated on a consistent basis with 2020

3 Percentages caladated using total Group loans and advances to astomers on a statutory basis, before allowance for mpairment bosses (£504,403 milion at 31 December 2020 and
£498 247 million at 31 December 2019 - see page 314)

4. Commercial lending dassified using ONS SIC codes at legal entity level

5. Agricuture lending includes Agricultural Mortgage Corpocation (AMC) based an ksans and advances to customers £4,184 milion (2019: £3998 million)

& Includes Automotive manufacture, retail & wholesale trade, rentals and parts but excludes finance captives and secuntisatbiors.

7. Construction excludes 41100 Development of building projects (included within Real Estate) and 41202 Construction of domestic buiidings freported soparately as Mousebulders)

& Excludes Commodity Traders.

9. Based on loans and advances to customars within Retail Division

i1

We liked how Lloyds Banking Group details its
exposure across various sectors vulnerable to
the impacts of climate change, including
Agriculture, Transport, Oil & Gas and Coal
mining.
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Rio Tinto Climate Change Report 2020, pg. 23 - 27

2020 Scope 1 & 2 emissions by operations (equity basis)

Total 31.5Mt CO,e

Iron Ore

| I I |
- EIEN BT
| | |

Copper & Di o inium (Atlantic)

Energy & Minerals Bauxite & Alumina Other

Aluminium (Pacific) 04

Iron Ore: 10%. i Energy & Minerals: 11%.

Emissions from our iron ore Pilbara
operations are mostly related to the
natural gas used to generate power for
the mines and processing plants, and
from the diesel consumed by our mining
and rail fleet.

Aluminium (Atlantic):17%. Aluminium (Pacific): 32°

Even when supplied with 100% renewable
power, the aluminium smelting process
produces emissions from the use and
degradation of carbon anodes.

k&

Throughout the reporting of Rio Tinto there is a

change. We liked the inclusion of a Marginal
Abatement Cost (MAC) for reaching the
company’s 2030 climate targets.

focus on climate-related impacts on the business
and conversely, Rio Tinto’s contribution to climate

Largely because of the high energy intensity of the aluminium
business, our consumption of electricity is about four times that of
other global diversified mining majors. However, our share of renewables
- 75% across our managed operations — is more than eight times that
of our peers. Given the progress already made to decarbonise the
electricity we use, a large share of our emissions can be described as
‘hard to abate'. This includes emissions from our use of diesel in our
mining and rail fleet, the combustion of anodes and reductants in
aluminium smelters and titanium dioxide furnaces and the burning

of fossil fuels to generate the steam and heat required in processing
plants such as our alumina refineries.

Group Marginal Abatement Cost Curve to Deliver
our 2030 Emissions Reduction Targets

Group MACC, 2030 (no carbon price)
$/tCo,

20

(25) —t

(50) —i

1
1
1
1
1
1
1
|
1
1
1
1
1
' |
' 1
- (2.4 MUNPV positive projects) —

75 —

(100) —

. Iron Ore . Aluminium . Copper & Diamonds . Energy & Minerals . Group offsets

(NPV negative projects)

69

Abatement Mt CO,

= = = 2019 MACC (5 Mt CO,, 24 projects pre-2030)

PwC

24



Business resilience to climate-related
risks and opportunities

If applicable, disclose the organisation’s commitment to net zero and
describe the scenario analysis performed.

This illustrates the organisation’s commitment to fighting climate change and
also shows its preparedness in considering its resilience under multiple

future scenarios.

Tips to make your reporting more effective:

Disclose that
the
organisation
has made a
net zero
commitment.

Intermediate

Explain the detail of
the net zero strategy.
Disclose the
consideration of, and
the resilience of the
organisation to, one
possible scenario.

Advanced

Disclose the consideration
of, and the resilience of
the organisation to, at
least 2 different scenarios,
one being <2 degrees C
and one being a

stressed scenario.

Of the FTSE 350 companies we reviewed:

Aviva TCFD Report 2020 pg. 20 - 22

Figure 15: Transition versus physical risks by scenario for Aviva’s shareholder
funds (credit, equities and real estate) as at 31/12/2020. Source: Aviva

Aviva’s Climate VaR measure

Climate-related risks and opportunities have the potential to affect
insurers’ balance sheets as well as the long-term business model.
Traditional approaches based largely on backward looking analysis
may need to be refined or enhanced to capture these risks going
forward. In order to address this challenge, Aviva has developed

—k &

Sce_nario analysi§ has been
carried out by Aviva on 4
scenarios (1.5°C, 2°C, 3°C and
4°C), and a detailed quantitative
portfolio assessment has been
disclosed. Details are provided
on the development of Aviva’s

Have committed to

net zero

PwC

Perform climate
scenario analysis

Climate VaR metric, which has
been used to assess the

resilience of the business and
strategy for chosen scenarios.

a Climate VaR measure, in conjunction with the UNEP Fl investor
pilot project and Carbon Delta® as well as Elseware™ to assess the
resilience of our business and strategy to different climate scenarios.
This measure enables the potential business impacts of future
climate-related risks and opportunities to be assessed in different
IPCC scenarios and in aggregate (see Appendix for more details of our
Climate VaR methodology and MSCI medel) as well as providing an
indication of the resilience of our strategy.

To support this initiative, an inter-disciplinary team has been created
with representation from across the business and an expert panel has
been set-up to review and challenge the main assumptions made in
the selection, development and modelling of the scenarios.
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Glencore Climate Report 2020, pg. 12 - 21

No single pathway can define how
individual economies and the world

will transition. These scenarios describe a
range of potential outcomes dependent
on the rate at which transition policies
are implemented. We use each of

these scenarios to test the resilience

of our portfolio.

Three scenarios"

Scenario 1

Current Pathway:
Adopting the IEA's Stated Energy
Policies Scenario (STEPS), which the
IEA describes, “STEPS is designed
to take a detailed and dispassionate
look at the policies that are either in
place or announced in different parts
of the energy sector. It takes into
account long-term energy and climate
targets only to the extent that they
are backed up by specific policies and
measures.” The Current Pathway has
been assessed as being consistent with
ok

Scenario 2

Scenario 3 ‘ ‘

Rapid Transition:

Adopting the IEA's Sustainable
Development Scenario (SDS). The

SDS is based on the same economic
outlook as STEPS but works backwards
from climate, clean air and energy
access goals, examining what actions
would be necessary to achieve those
goals. The IEA’s description: This Rapid
Transition delivers the goals of the
Paris Agreement through accelerated
adoption of renewables delivering global
net zero emissions in 2070 and limiting
the rise of global temperatures to 15°C
by the end of the century.

Radical Transformation:

Adopting the |IEA's Net Zero Emissions
by 2050 Scenario (NZE2050), which the
|EA states, “sets out what additional
measures would be required over the
next ten years to put the world asa
whole on track for net zero emissions
by mid-century.

Achieving this goal would involve

a significant further acceleration

in the deployment of clean energy
technologies together with wide-
ranging behavioural changes” This
Radical Transformation would place

Glencore include in their climate change
reporting a comprehensive section on
climate scenario analysis, and have
included details of three scenarios chosen.
We liked how the impacts of each scenario
were modelled for each section of the
business, including those that are
considered financially immaterial.

the world on a pathway consistent

with delivering global net zero emissions
in 2050 and limiting the rise of global
temperatures to 1.5°C by the end of

the century.

In 2019, the global energy mix was
dominated by fossil fuels, which
provided just over 80% of primary
energy demand. With governments
having announced investment support

(2021 illustrative

Commodity businesses Scenario

EBITDA contribution)

Outlook Scenario impacts

Copper
(40%)

Current Pathway

Growth in renewables power generation capacity, EV sales
@ and associated infrastructure to underpin our forecasted 15%

increase in copper demand by 2025 on 2019 levels. The Current

Pathway is projected to increase demand by 45% by 2035 and
95% by 2050.

Rapid Transformation

Radical Transition

The required greater acceleration in investments to
decarbonise economies under the Rapid Transition and

@ @ Radical Transformation could further drive copper demand
and support rises of 50% and 100% on 2019 levels in 2035 and
2050 respectively.

Ferroalloys
(not financially
material)

PwC

Current Pathway

In South Africa, rising electricity prices and carbon taxes will

exacerbate the pressure currently felt in ferrochrome smelting,

@ leading to potential plant closures with associated job losses.
Continuing demand for chrome will support the ongoing
operation of ferrochrome mines in South Africa.

Rapid Transformation

Radical Transition

The accelerated adoption of renewable technologies such as
solar and wind power generation, which depend on chrome
and vanadium, amongst other metals, for the generation,
@ transmission and storage of low-carbon energy underpins
demand growth for our ferroalloys business (good for mining
activities) in the Rapid Transition and Radical Transformation,

balanced by pressures on ferrochrome smelting in South Africa.

Portfolio
Resilience

Using scenario testing in planning
The scenarios provide for a range of
outcomes in relation to energy demand,
the energy mix, metals demand and
climate. We continuously assess our
business against these scenarios as

part of our decision-making processes.

Incorporating carbon prices

Carbon pricing will enable and support
the transition to a lower emissions world.
Glencore successfully operates in a
number of jurisdictions with a price on
carbon, either explicitly in the form of
tax, or as levies on imported products.
Increases to carbon pricing, together
with enhanced local regulation and
policies, will drive investment to lower
emissions technologies. The |IEA provides
a range of carbon prices that support the
Current Pathway and Rapid Transition:
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Key findings from risk management scoring

In 2017, the TCFD recommended that companies disclose how they identify, assess and manage climate-related risks.

Of the FTSE 350 companies that we assessed, almost all companies recognised climate change as a current and/or emerging risk. Many
integrated climate-related risks into high-level assessment of other risks. However few companies go on to identify the potential financial
impacts and disclose mitigation measures around these.

Engagement with stakeholders m

Risk identification, assessment ﬁ
and management

Of the FTSE 350 companies we assessed:

* Almost half outline a process for identifying,
assessing and managing climate-related
risks across the entire value chain

* Fewer than a fifth provide disclosure on the
assessment and management of the
financial implications of climate risk

* Best performing industry group: Materials
and Buildings

* Worst performing industry group: Other
(Telecommunications, Media and
Entertainment, Pharma and Life
Sciences)

[

Of the FTSE 350 companies we assessed:

* Almost half described engagement with
multiple stakeholders (including suppliers,
customers, industry groups or policy
makers)

* Best performing industry group: Energy

* Worst performing industry group:
Transportation

\

Integration with current risk
process

Of the FTSE 350 companies we assessed:

* 42% demonstrate that the management of
climate risk is fully integrated into their risk
management process

» Best performing industry group: Financial
Services

» Worst performing industry group:
Transportation

PwC
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Risk identification, assessment and management

Describe the process for identifying, assessing and managing climate-related
risks and impacts. Provide details of the mitigation/management techniques

used.

This allows the reader to understand the process behind the disclosures your
company has made with regards to strategy and risk. The management
techniques enable the reader to understand how the organisation is mitigating

the relevant risks it faces.

Tips to make your reporting more effective:

Disclose how the
identification,
assessment and
management of risks
and impacts is
conducted. Provide
details on how these
risks are mitigated.

Intermediate

Ensure that the
discussion over
identification,
assessment and
management of
risks and impacts
covers the entire
value chain.

Discuss how addressing
the financial impact of
climate-related risks and
opportunities is built into
your impact assessment
process. Ensure that the
financial impacts of the
mitigation methods are
captured.

Advanced

Of the FTSE 350 companies we reviewed:

46%

Outline a process for
identifying, assessing and
managing climate-related
risks across the entire value
chain

PwC

Assess the
financial impact of
climate-related risks

@

Disclose the process of
mitigation of risks,
linked to

financial implications

Legal & General Group TCFD Report 2020, pg. 18 - 24

Table 2. Total portfolio impacts

Table 3. Equity only impacts

BAU Well below 2°C BAU Well below 2°C
2030 2050 2030 2050 2030 2050 2030 2050
Phys 7 4] Physical 0.5% 0.4
T tion - - 4% 3.1 Transition 5.6% 8.0%
Total -0.7% 1.0% -1.5% -3.3% Total -0.5% 17% 59% -8.5%

Managing transition risks
n the Strateqy section. we hiahliah

emission inte

ty targets
n of our invest

with a target reduction of 2% in 2

materialising.

Legal and General Group quantify the estimated financial
impacts of climate-related risks on both their total portfolio
and equity-only portfolio to 2030 and 2050, detailing the
measures they are taken to mitigate against these impacts
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Abrdn TCFD and Environment Report 2020, pg. 14 - 16

Potential financial Financial impact
Risk Likelihood Mitigation Strat, Mitigation in action
typs impact (-) gat egy gat post control (-)
Significant * Enhance communication of our ESG is a core component of our growth strategy — we ensure we are
shifts on ESG credentials meeting clients’ expectations by integrating ESG criteria into our funds and
consumer « Distribution teams ensure we providing products with a specific focus on sustainability and low carbon or
preferences understand clients’ needs Net Zero outcomes.
« Our in house ESG score To complement our bottom-up House ESG Score we have also developed
integrates ESG criteria into macro ESG, climate policy and gender equality indices that are being
our funds integrated into a growing range of macro investment processes.
+ We are developing products to Our climate change investment approach is detailed on page 19.
meet the growing demand for
low carbon solutions
Climate- There are a number of ways Our scenario analysis suggests that the impact on aggregate global
.. related risks in which we protect our clients’ equities is modest in the near to medium term. There will be micro or stock
,g impact the investments from negative specific impacts but these are focused on specific sectors and companies.
g market climate-related impacts: We integrate the results of our scenario analysis and carbon footprinting
« Diversified portfolios data into our investment process using the Power Bl tool (Page 31).
« Embedded scenario analysis We have regular engagement with high emitting companies, and those
into our investment process assessed as being more at risk to better understand risk exposure and
A steer companies to address potential issues.
i + Embedded carbon footprinting : :
a Our ESG Investment Team and Research Institute provide high quality
8 * Engagement thematic notes covering regulatory and societal changes, which are shared
B + Thematic notes disseminated across all investment desks to inform investment decisions. We conduct
§ across all investment policy assessments and our on-desk analysts produce and consider policy
- « ESG house score in our fund insights. This agenda is governed by a suite of steering groups that ensure
analysis that research is properly coordinated, prioritised and overseen.
« Research led thematic notes We also ensure our portfolios are well diversified to avoid exposure
for investment desks to carbon intensive industries’ impact on the current fair value of most

aggregate equity indices.

We liked how Abrdn has identified a

Rating Low

1. 0-10% chance of occurrence 2 3 . 61-100% chance of occurrence . ies
Likelihood Al e ‘ g An et range of both physical and transition
(1in 10 year event) (1in 1 year event) risks and opportunities, links them to
potential financial impacts and
Financial . . ", .
impact discloses comprehensive mitigation /

realisation strategies for each risk and
opportunity identified.

UK adviser and
consumer market

Solutions
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Engagement with stakeholders

Document engagement with stakeholders beyond the organisation’s NatWest Group TCFD Report 2020, pg. 21
operations regarding the climate change agenda. 7

This demonstrates to the reader that a holistic approach is being taken

W|th regards to tack“ng the issue Of C||mate Change, and the extent to NatWest Group is a signatory to a number of voluntary sustainability commitments and standards.
which the organisation is looking beyond its own operations. UN Climate Change Conference of the Parties (COP26) ——
NatWest Group is the principal banking portner of COP26, underscoring our determination to be a leading ":“
- . . . bank in addressing climote chenge. 8
Tlps to make your reportlng more effeCtIve' The 2021 United Nations Climate Change Conference, also known os COP26, is the 26th United Nations Climate ‘ﬂ UK 2021
Change conference. It is scheduled to be held in Glasgow, Scotland, in Ni ber 2021 under the presidency of o)
the United Kingdom.

m Intermedlate Advanced United Nations Environment Programme Finance Initiative (UNEP F1)

X Principles for Responsible Banking (PRB)
P rOVld e S hOW th at Im prove th e narrat|ve NatWest Group is one of the Founding Signatories of PRB, committing to strategically olign its business with the

. . . . Sustainable Development Goals and the 2015 Paris Agreement on Climate Change. UN ®
d |SCIOSU re Of mu Itl p I e tO prOVIde h |g h Ievel S The Principles for Responsible Banking provide the framework for o sustainable banking system thot responds to wnvironment

and drives today's expanding global sustainable development economy, and guide the banking industry to clign P

engagement W|th Sta keh0|derS Of deta” Concerning itself with society's goals as expressed in SDGs and the 2015 Paris Agreement.
at |east one type h ave been th e in itiativeS Wh i Ch We are also port of the PRB Biodiversity sub-group which is focusing on developing indicators, metrics and

methedologies for target setting on biodiversity.

of stakeholder. engaged with. have been disclosed. We have also signed up to the United UNEP FI Collective Commitment to Climate Action (CCCA). The CCCA sets out

how banks will align their services and lending with the objectives of the Paris Agreement.

finance
initiative

Responsible Banking

PCAF

NatWest Group is the first major UK bank to sign up to PCAF. PCAF is a global pertnership of financial institutions NS e o
that work together to develop and impk 't @ harmonized approach to assess and disclose the GHG emissions Vs PCA F i

associated with their loans and investments.

Of the FTSE 350 companies we reviewed:

CcDP
NatWest Group achieved o score of A- in the 2020 CDP Climate Change Survey. Q‘CDP
CDP is a not-for-profit charity that runs the global disclosure system for investors, companies, cities, states and ;"’“’"'
g : : 020
pe regions to manoge their climate and environmental impaocts.
i Brinciales for R R + t (PRI
We liked how NatWest sty s : _ .
R K Coutts signed up to the Principles for Responsible Investment, an independent organisation supported by the United o | Princiok
G rou p proV|d es a d eta | I ed Nations, which encourages investors to use responsible investing to enhance returns and better manage risks. -== PR I ‘
summary of the various
I. t I t d . t t Banking Environment Initiative (BEI)
climate-relatea Iniuatives The Banking Environment Initiative (BEI) is a group of global banks committed te pioneering actionable pathways
H H H e towards a sustainable economy. The BEI co-produces horizon scanning applied research, develops leadership tools
In Wh ICh It pa rtICI pates and convenes ocademic and industry collaborations. It is @ member-led. not-for-profit group convened by CISL and ‘(“:\‘:;l‘l','[;("‘; Banking
Engage W|th multiple and engages to va |n initioted in 2010 with the support of The Prince of Wales. ST 2 e’ mﬁ_ o v ',
t k h |d on the g g ry g NatWest Group is part of the overall BEI working group end has participoted in projects including: Soft Commodities
stakehoiders i 1 Compact, a voluntary initiative led by BEl and The Consumer Goods Foerum: and BEI Financial Risks arising from
. . . deg rees’ InCIUdIng PCAF’ Biediversity Loss ond Land Degraedation.
subject of climate risk CDP and as a principal
partner to COP26.
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Drax Annual Report 2020, pg. 43 - 44
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Trade and industry
associations

Key concerns

Enerqy policy, reputation of energy sector,
reputation of biomass sector, Health &
Safety best practice.

Why we engage

Active membership of a wide range of
trade and Industry associations allows
us to keep track of best practice in our
sector and other industries.

How we engage

We engage directly with trade bodies
focusing on energy and sustainable
forestry. For example, Drax is an active
member of Energy UK, Biomass UK and
the CBIL

"
./
X \Y

-/

Non-governmental
organisations (NGOs)

Key concerns
Biomass sustainability, coal and gas,
climate change, Carbon price support.

Why we engage

Engagement with NGOs helps us to
challenge and enhance our practices

on behalf of the wider society. We warmly
welcome engagement with NGOs and

How we engage

We engage directly with NGOson a
wide range of topics from biomass
sustainability through to carbon pricing.
For example, our new Responsible
Sourcing Policy for woody biomass
addresses stakeholder Issues and

was developed following a series of
roundtable discussions.

&

Regulators and
network operators

Key concerns

Targeted Charging Review, smart meter
Iinstallation, energy trading compliance,
environmental compliance, Health &
Safety compliance, compliance with
biomass sustainability policy, system
support and ancillary services markets,
ROC compliance, and business ethics
compliance, including data protection.

How we engage

We engage directly with stakeholders
and through industry associations.
For example, we engage with relevant
teams at Ofgem and National Grid on
the growing need for stable markets
and appropriate support mechanism
to provide system suppaort services

to the grid.

We liked the thorough
section Drax included in
their reporting on
stakeholder engagement
on climate change and
related issues.

21

We like the variety and range
of initiatives engaged in by
Tesco on climate-related
issues. Their reporting is

Tesco Website, Indices and Benchmarks

complemented by extensive
detail provided on the website.

CDP

Over the past 15 years CDP has engaged investor and
business audiences on environmental issues,
providing analysis and scoring of companies. Tesco
participates in the annual CDP surveys relating to
climate change and forests. In the latest 2020
assessment, we improved our climate change score
to an ‘A-’ rating and within the Forests survey we
achieved a ‘B’ rating for timber, palm oil and soy.

TCFD

The Taskforce for Climate-related Financial
Disclosures (TCFD) has developed a framework to
help public companies and other organisations more
effectively disclose climate-related risks and
opportunities through their existing reporting
processes. We have been implementing the
recommendations since becoming a signatory in
2017 and report within our Annual Report and
Financial Statements

PwC

Greenpeace

Greenpeace undertakes an annual assessment of
the UK’s largest supermarkets and their contribution
to plastic waste. From the 10 supermarkets
analysed, Tesco was ranked in 6th place in 2020.

World
Benchmarking
Alliance

The World Benchmarking Alliance has identified
seven transformations that need to take place to put
society and the worldwide economy on a more
sustainable path to achieve the SDGs. The Food and
Agriculture Benchmark assesses 350 keystone
companies across the entirety of the food system,
from farm to fork. It covers three dimensions where
transformation is needed: nutrition, environment
and social inclusion. In the 2021 Benchmark we
ranked 7th and first of the food retailers assessed.

SASB

The Sustainability Accounting Standards Board
(SASB) has developed a set of globally applicable,
industry-specific sustainability standards. These
identify financially material topics and associated
metrics, in order for companies to communicate
their sustainability approach and performance to
investors. We report against the metrics contained
within the Food Retailers & Distributors industry
standard.
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Integration with current risk management process

Disclose how the climate-related risk (CRR) management process is Experian Annual Report 2021, pg. 54 & 73
integrated into the overall risk management process. '

This illustrates how the issue of climate risk is now considered an
integral part of the overall risk management process.

In FY21, we strategically reviewed existing and

future climate change risks and cpportunities

TIpS to make your reporting more effective: with a multi-disciplinary group of stakeholders

B Identify and assess climate-related risks and

If applicable, Include a If applicable, ensure opportunities to our business arising from PR e N ST T I e 2
. q B q R AR opportunity register identifying a wide range of
disclose the narrative that it is detailed S physical and transitional chimate-related risks
operational explaining how that there is full Conduct climate scenario analysis to help and opportunities ac
linkage of this integration integration into the Uncerstand '-'19Lw'19 term ']placts of climate
H . change on odr business mode!
climate-related took place. overall risk oSSR AT

We have reviewed our climate risks and

ppportunities that exist across our business

across the business, representing each
geographic region we operate in. The output of lines, and across the regions in which we
this was to operate, by engaqging with key internal

Advanced

stakeholders. This process has enabled us to

create a comprehensive ciimate risk and

0ss shart (one to two
years), medium (twa to five years) and

long-term (five or more years) timeframes. This

. Ensure climate-related risks are fully climate-specific risk and opportunity register
risk management management sk Rabhayme Ikt S ISk arid opportuntly registe
ncorporated into our established risk has been developed in accordance with the

into the overall process, including assessment framework Global Risk Management framework to ensure

L

risk management on a financial level. identify risk owners to develop the capability
process. n the management team for assessing and

managing the identified risks

Of the FTSE 350 companies we reviewed:

and conduct exposure action if needed

Step 1 Step 2 Step 3 Step 4
Risk identification Risk assessment Risk response > Risk reporting & monitoring
B Consider key business B Assess controls 8 Accept or remediate B Business unit and
objectives B Estimate likelihood, current risk and control
Bldentify principal risks impact and velocity environment
B Identify key controls B Consider legal, reputation 8 Determine corrective Audit Committee

Identify climate as a Integrate climate-related
current/emerging risk risk into the overall N ‘ ‘
risk-management process

Experian’s climate reporting includes an explanation of the work
undertaken this past year to fully integrate climate-related risks into the

oue existing Global Risk Management framework. .




Barclays TCFD Report, pg. 14 and Annual Report, pg. 159

Govemance Enterprise Risk Management Framework (ERMF)
Climate Changs Climate Change Financial Risk and Operational Risk Policy
Standard
Reputation risk Credit risk Market risk Treasury and capital risk Operational risk
Responsibilities s Outline minimum = Review indvidual s Assessandidentifyall = Identify exposure to s integrate climate
requirements and obligors' exposure risk factors affecting climate change risks. change across
controls for using Climate Change climate change risk = Consider key different risk
Reputation nisk Lens = Apply stress indicators and limits categonese.g.
managementrelating 4 Conaderclimate scenarios, assess to support risk Resilience and
to dient relationships change risk appetite stress losses and set management Premises.
or ransactions. in relevant countries risk limits. u Includein ICAAP and = include climate
s Outline the expected and portfolios s Include inICAAP. ILAAP. change within risk
business behaviours s Include in ICAAP assessment
inrelation to these - ik by Market = Oversight by Treasury processes ncluding
R s Oversight by Retall Risk Committee and and Capital Risk Strategic Risk
: and Wholesalke Risk Board Risk Committee and et
= Outline the approach Management Committee. Board Risk '
to enhanced due Committees, and Committee
diligence. Board Risk
Committee.
Ownership
o Prinicipal Risk Prinicipal Risk Prinicipal Risk Prinicipal Risk
s Delegate Delegate Delegate Delegate

In 2020 the bank has implemented a Financial
and Operational Risks of Cimate Change Plan
built around three main pillars:

1. Embedding climate risk into Enterprise Risk

Enterprise Risk Management
Framework

The ERMF sets the strategic approach for nsk
management across the firm by defining standards
objectives and responsibilities for all areas of the Group
The ERMF 15 complemented by frameworks, policies
and standards which are mainly aligned to individual
Principal Risks. Within the ERMF, the Group has a
Climate Change Standard that corresponds to our
Iatest Climate Change Statement to manage
reputation risk, including our exposure to sensitive
energy sub-sectors. For Credit, Market, Treasury and
capital and Operationalrisk, the Group published a
‘Cimate Change Financial Risk and Operational Risk
Policy'in 2019

Risks ansing from chimate change materiakise through
various channels: 1) through the financial services and
support we provide to customers who may themselves
be exposed to the risks of climate change; 2} the
operation of our own infrastructure, business and
premises which may be exposed to both transition and
physacal risk; and 3) through a deteriorated perception
of Barglays if we do not adequately support a transition
away from high-carbon activities and consequent loss
of our social kicence to operate

PwC

Management Framework (ERMF), via the
Climate Change Financial and Operational

Risk Policy

2. Developing methodologies and including
climate in stress testing (see Barclays PLC
Climate-related financial disclosures 2020,
Risk management section)

PLC Climate-related financial disclosures
2020, Strategy section).

3. Developing a carbon methodology to assess
risk within high emitting sectors {see Barclays

Barclays demonstrates clearly how climate risk is integrated into the
Group-wide Enterprise Risk Management Framework (ERMF), linked
to the Climate Change Standard, as well as the Climate Change
Financial Risk and Operational Risk Policy.

34




Metrics and targets




Key findings from metrics and targets scoring

In 2017, the TCFD recommended that companies disclose the metrics and targets used to assess and manage relevant climate-related risks
and opportunities where such information is material.

Of the FTSE 350 companies that we assessed, the majority reported on their Scope 1, 2 and 3 greenhouse gas emissions. Most companies
also report performance against targets they have set. However only a fifth of companies report sophisticated climate-related metrics
assessing the full scope of their value chain or linking metrics to financial performance.

Disclosing climate-related
metrics

Of the FTSE 350 companies we assessed:

* Over three quarters reported Scope 1,2
and 3 emissions

* One fifth identified and reported on
sophisticated climate-related metrics that
were not straightforward greenhouse gas
emissions

» Best performing industry group: Financial
Services

* Worst performing industry group:
Transportation

Setting climate-related targets

Of the FTSE 350 companies we assessed:

* Over one third disclosed science-based
targets linked to broader goals such as Net
Zero or the company’s strategy

+ Best performing industry group:
Agriculture, Food, and Forest Products
(including FMCG)

» Worst performing industry group: Materials
and Buildings

Reporting on performance

Of the FTSE 350 companies we assessed:

* Almost half described the performance of
the company on climate, using comparatives

» Best performing industry group:
Agriculture, Food, and Forest Products
(including FMCG)

» Worst performing industry group:
Transportation

PwC
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Disclosing climate-related metrics

Disclose a range of climate and sustainability-related metrics, including

GHG emissions.

This will provide the reader with the quantitative detail of the company’s
impact on the environment and climate, as well as showing how this has

changed through time.

Tips to make your reporting more effective:

Report predominantly Increase the
straightforward sophistication of the
metrics such as metrics reported by

Scope 1 & 2 providing
emissions and those comparatives,
relating to the direct normalised metrics
operations of the and Scope 3

company. emissions data.

Aviva TCFD Report 2020, pg. 23

Incorporate metrics
concerning the wider
supply chain and
provide a financial
context, for example,
by using cost-related
metrics.

tCOe/Sm sales

40

sernds 24% of Represents 1% of
AEINESENS S0 O NEpresents s Of

1%
shareholder funds

shareholder funds

SIS RN S ShL 20

.. Carbon foot-printing (tCO.2/Sm sales)
Carbon intensity data coverage (%)

| [k

A\ L)

Carbon intensity data coverage (%)

Of the FTSE 350 companies we reviewed:

‘ 18%

Report sophisticated
non-emission climate-related
metrics, including
supply-chain, normalisations,
financial metrics

PwC

Disclose scope 1, 2
& 3 emissions

L1

We like Aviva’s use of
sophisticated climate
metrics throughout
reporting, including
having calculated a
portfolio warming
metric that assesses
alignment with the
goals of the Paris
Agreement.

Aviva’s Portfolio Warming
Potential 2.9°C
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SSE Sustainability Report 2021, pg. 23 - 25

SSE’s carbon intensity performance
The carbon intensity of SSE's generated reduced by 11% to
255gC0,e/kWh in comparison to 288gC0O,e/kWh the previous
year, and was the lowest since SSE's records began. The reduction in
carbon intensity was largely due to the change in generation output
mix, with the closure of SSE’s last remaining coal-fired power station
in March 2020, meaning 2020/21 was the first year since 2005 that
SSE’s generation fleet contained no electricity output from coal

This means that SSE is making good progress towards its SBTi-
approved carbon target to cut the carbon intensity of electricity
generation by 60% by 2030 from a 2017/18 baseline. Year-to-year
variation in SSE's carbon intensity is to be expected based on
external factors, however the long-term trajectory is clear.

SCIENCE-BASED CARBON TARGET PROGRESS

Reduce the carbon intensity of electricity generation by 60%
by 2030, from 2017/18 baseline
2017/18 baseline:

2020/21 performance:
2029/30 target:

305gCO.e/kWh
255gC0O,e/kWh
1229C0O,e/kWh
Reduction from baseline: 16%
Percentage of target achieved: 27%

/78 ——
9 ) DILEMMA

(L
i

Calculating and tracking scope 3 emissions is much more
complex than understanding a company's scope 1and 2
emissions. In its ambition to improve understanding and
reporting of its scope 3 emissions, one of the key challenges
for SSE is to understand, quantify and then manage the
emissions associated with purchased goods and services
and the capital goods it buys. This requires collecting reliable
and consistent data from third parties, however many
methodologies in this area are still being developed and
refined.

Three methodologies can be used to calculate scope 3
emission sources: life cycle analysis (the embodied carbon);
a supplier's own scope 1 and 2 emissions reporting; and
economic assessments. All of these methods have specific
challenges in terms of data collection, quality and reliability.
SSE has been trialling these different methodologies across

THE COMPLEXITY OF ACCURATE SCOPE 3
REPORTING FROM THE SUPPLY CHAIN

its businesses. For example, SSEN Transmission is reviewing
the use of life cycle analysis and embodied carbon in its
construction projects to understand how to capture carbon
emissions associated with these activities. At a group level SSE
has been working with CDP Supply Chain to capture scope 1
and 2 emissions of its top 100 suppliers by spend. Results of
these trials are at an early stage.

Scope 3 GHG emission will continue to be a significant
contributor to SSE’s total carbon emissions and, in time, they
may become the most significant source of emissions as
SSE's businesses transition towards net zero. This means that
SSE must continue to develop a clearer picture of its activities
associated with its material scope 3 emissions so it can
collaborate with its suppliers to reduce these emissions

to net zero too.

SSE's 2020/21 scope 3 emissions by source
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SSE included in its
reporting clear
visualisations of its carbon
footprint. We liked the
particular focus on Scope 3
emissions and the helpful
narrative included on the
difficulties surrounding data
availability and accuracy
for calculating Scope 3.
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Setting climate-related targets and reporting
on performance

Tate & Lyle Annual Report 2021, pg. 62

Disclose the targets (and related progress) the company uses to manage

climate-related risks and opportunities. PROGRESS AGAINST 2030 TARGETS

This will provide the reader with information on how proactive the company

is being with regards to reducing its climate impact, and whether they are Giahmtnd oo s b itn, L
set to reach their targets absolute reduction in our Scope 1and 2 absolute reduction in our Scope 3
gets. greenhouse gas emissions, with an greenhouse gas emissions.
Tips to make your reporting more effective: ambition to reach a 20% reduction
by 2025
Produce Include targets set Ensure that any GHG w0 1% — o1 0.5% o
targets over different emissions reduction 0% | 30% p 15%
accompanied timeframes, provide targets are science-based [y |
by a quantitative (and therefore in line with
0 0 . 1 Approved as science-based targets by the Scence Based Targets inttiatve, meaning they are in line with the goals of
qualitative progress and add the Paris Agreement). the Paris Agreement on Climate Change.
description of accompanying Extend the accompanying
progress. analysis. narrative.
PERFORMANCE AGAINST 2020 TARGETS
. . Energy use' Energy use intensity®
Of the FTSE 350 companies we reviewed: Gigajoules Gigajoules per tonne of production

.
2019 49
8

Disclose science-based Disclose performance ‘ ‘

targets linked to against targets using We liked Tate & Lyle’s inclusion of a baseline in their

climate-related risks and quantitative historical performance and how their 2030 targets are

opportunities comparatives science-based.
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Unilever Annual Report 2020, pg. 34 & 56, Climate Transition Action Plan pg. 7 - 11

Reducing environmental impact Target
Greenhouse gases Target: Halve the greenhouse gas impact of our products

emissions linked to people using our products) by 2030 (greenhouse gas impact
per consumer use; 2010 baseline)™
Target: By 2020 CO: emissions from energy from our factories will be at or below

energy in kg per tonne of production since 2008)*

across the lifecycle (from the sourcing of the raw materials to the greenhouse gas (50%)

2008 levels (=145.92) despite significantly higher volumes (reduction in CO:z from =145.92

2020 2019 2018
(10%) (8%)=* (39%)™
36.94' 50.76° 70.46"

Our Climate Targets

Unilever has three principal targets that guide our actions:*

« a Short-term Emissions Reduction Target: to reduce in absolute terms
our operational (Scope 1 & 2) emissions by 70% by 2025 against a
2015 baseline;

« a Medium-term Emissions Reduction Target: to reduce in absolute terms
our operational emissions (Scope 1 & 2) by 100% by 2030 against a 2015
baseline; and

« along-term Net Zero Value Chain Target: to achieve net zero emissions
covering Scope 1, 2 and 3 emissions by 2039."

How our targets guide our action

Our suite of targets is designed to guide our approach, which we propose

will be as follows:

= In the 2020s and 2030s, our primary focus will be emissions reduction
across our value chain, consistent with the 1.5-degree ambition of the Paris
Agreement.

= We will not seek to meet our emissions reduction targets through the
practice of purchasing and retiring carbon credits, known as offsetting.

= By 2039, and from then onwards, we will ensure that any residual
emissions are balanced with carbon removals to achieve and maintain
our net zero emissions target.

2020 2019 2018
Unilever operations
(Scope 1 and 2)®=i=
Total Scope 1and 2 (tonnes CO_e)* 778,677 1,102,925 1,652,057 B ‘ ‘
Scope 1 (tonnes CO_e)* 606,771 659,028 758,232
Scope 2 (tonnes CO,)“™" 171,906 443,897 893,825

Reduction in Scope 1 and 2 CHG

emissions from energy and

refrigerant use in our operations

since 2015 baseline (%) 60% 44% 16%

Upstream and downstream of
Unilever operations (Scope 3)*"™"

Unilever’s reporting includes comprehensive climate targets for
Scopes 1, 2 and 3 across short, medium and long-term
horizons. They are centred on the goal to reach operational net
zero by 2030 and net zero across the full value chain by 2039.
We liked that the goals have been verified by the Science
Based Targets initiative (SBTi) and that performance in previous
years is included throughout to demonstrate to the reader
year-on-year progression.

Total Scope 3 (tonnes CO.e) 60,388,592 61,020,357 62,017,585
Consumer use (tonnes CO,e)"” 42,093,347 41,743,454 42281468
Ingredients and packaging

(tonnes CO_e)"® 14,239,918 14,897,174 15,367,491
Distribution and retail

(tonnes CO_e)™ 4,055,333 4,379,729 4,368,626

PwC
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Spotlight on International
Climate Change Reporting




International climate reporting

CLP Group
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National
Australia Bank I

Itat Unibanco
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Sanofi Corporate Social Responsibility Report 2020, pg. 37

Environmental issue

Key Planet Mobilization commitments
2015 - 2025

Climate change and
carbon footprint
(CO:2 emissions)

Industrial, R&D and tertiary sites for Scopes 1
& 2 (including medical rep fleet)

50% reduction in greenhouse gas emissions
(CO2 equivalent) by 2025 (relative to 2015)

2020 progress against:

2015 (baseline

year) Contribution to SDGs

-15%

SDG 13: Take urgent action to combai
climate change and its impacts

27%

Achieve carbon neutrality in 2050 for
emissions caused by our operations

Sanofi clearly
communicates its
historical climate
performance in, using
comparatives at the
same time as
showcasing
contribution towards
relevant SDGs.

Itai Unibanco ESG Report 2020, pg. 47 - 48

Climate regulation
and regulator oversight
up to 2 years

Disclosure obligation
up to 2 years

Portfolio criterion impairment
2-5 years

Climate exposure of the portfolio
and climate taxonomy
2-5 years

Asset and real estate
pricing change
> 10 years

Climate litigation
5-10 years

Stranded assets
> 10 years

Credit underwriting
5-10 years

Carbon pricing
>

2-5 years
Carbon reduction,
neutralization and removal
> 10 years

PwC
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Environment and
social risk

Credit

Insurance

Operational

Market

Compliance

We have been testing a tool developed at the Working
Group on Climate Risk and Green Economy of FEBRABAN
to check the sensitivity of our loan portfolio to climate
risks to climate change. The tool combines variables of
relevance (exposure to climate risk and credit quality)
and proportionality (concentration and term). Based on
this sensitivity analysis, actions that are appropriate to
each risk level are being developed, and methodologies

of incorporation into credit models have been tested

To inform its scenario analysis, Itau Unibanco has carried out a
comprehensive mapping of climate risk and its transmission
pathways onto traditional banking risk disciplines. It also has
conducted sensitivity analysis of its loan portfolio to climate risk.
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National Australia Bank Annual Report 2020, pg. 43

Governance

The Board retains ultimate oversight for Environmental,
Social and Governance (ESG) risks and issues, including
climate change.

The Board receives regular reports on a range of climate
change-related issues, including progress against the
Group’s climate change strategy, climate-related credit risk
policy settings, commitments, targets and initiatives,
environmental operational performance, carbon neutral
status, and concerns raised by stakeholders. It also receives
updates on regulatory change and greenhouse and energy
reporting returns that require noting by the Board before
submission to regulators. The Board Risk & Compliance
Committee (BRCC) receives periodic reports on climate risk,

regulatory developments and other related matters that fall
under its charter, particularly matters such as emerging risk,
risk appetite, scenarios and stress testing.

In the 2020 financial year, the Board incorporated climate
change into its development agenda. This training covered
information about: (i) the global carbon budget; (ii) the role
of transition pathways in achieving the low-carbon
transition and Paris Agreement alignment; and (iii) the
changing regulatory and supervisory response to climate
change risk.

Risk Management

ESG risks, including climate change, are identified,
measured, monitored, reported and overseen in accordance

In the last year National
Australia Bank has
incorporated climate training
into the Board’s
development agenda. Areas
covered include climate
regulation, the global carbon
budget, and Paris-aligned
transition pathways.

CLP Group Annual Report 2020, pg. 151

—hk

How CLP Identifies, Assesses and Manages Climate Change Risks

Climate change risks are embedded in CLP’s risk management process and risk register. CLP
identifies, assesses, and manages climate change risks alongside all other types of risk as an

CLP demonstrates clear
integration of climate-related risk
into the Group-wide Risk
Management Framework.

integral part of its Group-wide Risk Management Framework.

According to the recommendations of the Task Force on Climate Related Financial Disclosure (TCFD), climate
change risks can be classified into two major categories:

« Transition Risks - Transitioning to a lower-carbon economy may entail policy, legal, technology, and market
changes to address mitigation and adaptation requirements related to climate change, and may pose varying
levels of financial impacts as well as reputational risk to the Group

« Physical Risks - Physical risks resulting from climate change can be event-driven (acute) or longer-term
shifts (chronic) in climate patterns, causing direct damage to assets and indirect impacts from supply chain
disruption.

PwC



For more information contact...

...and refer to other relevant reporting and analysis, available online

cellence in sustainability

Excellence in sustainability
reporting 2021 - A review of
leading UK companies

Jon Williams

E: jon.d.williams@pwc.com E: leanne.bouvet@pwc.com
M: +44 (0) 7595 609666 M: +44 (0) 7483 440137

TCFD 2021 Status Report

Code Red To Go Green https://www.fsb.org/wp-conten
t/'uploads/P141021-1.pdf

Task Force on
Climate-related
Financial Disclosures

Debora Rexho Enda Doherty

E: debora.rexho@pwc.com E: enda.doherty@pwc.com
M: +44 (0) 7843 331255 M: +44 (0) 7483 448508

PwC Net Zero Economy Index
2021

https://www.pwc.co.uk/sustainabil
ity-climate-change/pdf/net-zero-e
conomy-index-2021.pdf
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https://www.pwc.co.uk/sustainability-climate-change/pdf/the-latest-trends-and-developments-in-2019.pdf
https://www.pwc.com/sdgreportingchallenge

This publication has been prepared for general guidance on matters of interest only, and does not constitute professional
advice. You should not act upon the information contained in this publication without obtaining specific professional advice. No
representation or warranty (express or implied) is given as to the accuracy or completeness of the information contained in
this publication, and, to the extent permitted by law, PricewaterhouseCoopers LLP, its members, employees and agents do
not accept or assume any liability, responsibility or duty of care for any consequences of you or anyone else acting, or
refraining to act, in reliance on the information contained in this publication or for any decision based on it.

© 2021 PricewaterhouseCoopers LLP. All rights reserved. ‘PwC’ refers to the UK member firm, and may sometimes refer to
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i
i MmWW?




