Swiss
c) Sustainable
Finance

Welcome to the SSF Webinar

Behind the scenes - The final TCFD report
and its consequences for the financial sector

Presented by Andreas Spiegel, Head Group Sustainability Risk,
Swiss Re, and member of the Taskforce on Climate related Financial
Disclosure (TCFD)

Moderated by Sabine Débeli, CEO, SSF

26 January 2017

TASK FORCE on
CLIMATE-RELATED
FINANCIAL
DISCLOSURES



Task Force on Climate-related
Financial Disclosures

Overview of Report
and Implementation Guidance

TASK FORCE on
I m CLIMATE-RELATED
DISCLOSURES



CONTENTS

ToPIC PAGES
Background 3
Recommended Disclosures and Guidance 9
Scenario Analysis 17
Future Outlook and Public Consultation 20
Appendices

Appendix A - Supplemental Guidance Examples for the 25

Financial Sector

Appendix B - Supplemental Guidance Examples for Non- 30
Financial Sectors

Appendix C - Task Force Members 37

TASK FORCE on
CLIMATE-RELATED
FINANCIAL
DISCLOSURES




BACKGROUND

TASK FORCE on
CLIMATE-RELATED

FINANCIAL
DISCLOSURES




BACKGROUND

The Financial Stability Board (FSB) Industry Led and Geographically
established the Task Force on Climate- Diverse Task Force

related Financial Disclosures (TCFD) on | |

ber 4. 2015 d | The Task Force’s 32 international members, led by
December 4, to develop Michael Bloomberg, include providers of capital,
recommendations for more efficient and insurers, large non-financial companies, accounting
effective climate-related disclosures that; and consulting firms, and credit rating agencies.

— could “promote more informed
investment, credit, and insurance
underwriting decisions” and,

— in turn, “would enable stakeholders
to understand better the
concentrations of carbon-related
assets in the financial sector and

the financial system’s exposures to 16 8 8
. . ” Experts from the Experts from Other Experts
climate-related risks. Financial Sector Non-Financial

Sectors
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THREE PROBLEMS: ONE SOLUTION

In the current climate-related disclosure landscape, challenges are faced by:

— Issuers who generally have an obligation under existing law to disclose
material risks, but lack a coherent framework to do so for climate-related risk,

— Lenders, insurers, and investors who need decision-useful climate-related
risk information in order to make informed capital allocation and financial
decisions, and

- Regulators who need to understand risks that may be building in the
financial system

The Task Force aims to provide the solution:

a clear, efficient, and voluntary disclosure framework that improves
the ease of both producing and using climate-related financial disclosures
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KEY INNOVATIONS

The Task Force's recommendations and guidance:

- Can apply to any company in the world and can be scaled to any level of
sophistication

- Should be addressed in financial filings

— Are designed to solicit decision-useful information for investors and
others

- Encourage forward-looking information through scenario analysis

- Provide additional guidance to sectors and industries most impacted by
climate change

- Apply to organizations across the financial sector to address the full
investment chain

— Place greater emphasis on risks and opportunities related to the transition
to a lower-carbon economy

- Represent consensus of Task Force members, who come from the financial
sector and various non-financial sectors
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CLIMATE-RELATED RISKS AND OPPORTUNITIES

Policy and Legal

Use of more efficient modes of transport

- Increased pricing of GHG emissions
P & - More efficient production and distribution processes

- Enhanced emissions-reporting obligations _ Use of recycling
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- Mandates on and regulation of existing products and services - .
& &P - More efficient buildings

- Exposure to litigation

- Reduced water usage and consumption
Technology

- Lower-emission sources of energy
- Substitution of existing products and services with lower emissions . L .

options - Supportive policy incentives
- Unsuccessful investment in new technologies - Emergence of new technologies

- Upfront costs to transition to lower emissions technology - Participating in carbon market

Markets

Energy Source

- Energy security and shift towards decentralization
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- Changing customer behavior - Develop and/or expand low emission goods and services

- Uncertainty in market signals - Climate adaptation and insurance risk solutions

- Increased cost of raw materials
Reputation

- R&D and innovation

Services

- Diversify business activities

Products and

- Shift in consumer preferences s
- Shifting consumer preferences

- Stigmatization of sector

- Increased stakeholder concern or negative stakeholder feedback - Newmarkets

Acute - Public-sector incentives
- Increased severity of extreme weather events such as cyclones and - Community needs and initiatives
floods

- Development banks

Chronic
- Participate in renewable energy programs and adopt

- Changes in precipitation patterns and extreme weather variability energy-efficiency measures

- Rising mean temperatures - Resource substitutes/diversification

Physical Risks

Resilience

- Rising sea levels - New assets and locations needing insurance coverage
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EVALUATING FINANCIAL IMPACT

Climate-related risks and opportunities can impact organizations' financial
performance.

Policy and Legal

Resource Efficiency

Technology

Transition :

Energy Source

Markets

Market

Reputation

Acute

I I

I | -

| | Resilience
v v

________________ Financial Impact

|
v
Income
Statement

Chronic

v
Balance
Sheet

Revenues

Expenditures
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RECOMMENDED DISCLOSURES
AND GUIDANCE
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DISCLOSURE RECOMMENDATIONS

The Task Force developed four widely-adoptable recommendations on
climate-related financial disclosures that are applicable to organizations across
sectors and jurisdictions.

The recommendations are structured around four thematic areas that represent
core elements of how organizations operate:

Governance

Governance The organization’s governance around climate-related risks and
opportunities

Strategy

The actual and potential impacts of climate-related risks and
opportunities on the organization’s businesses, strategy, and
Risk financial planning

Strategy

Management
8 Risk Management

The processes used by the organization to identify, assess, and

. manage climate-related risks
Metrics

and Metrics and Targets
Targets The metrics and targets used to assess and manage relevant
climate-related risks and opportunities
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DISCLOSURE RECOMMENDATIONS (conTINUED)

The four recommendations are supported by specific disclosures organizations can
include in financial filings to provide decision-useful information about their climate-
related risks and opportunities.

Strategy Risk Management Metrics and Targets

Disclose the organization’s

governance around climate-related

risks and opportunities.

Recommended Disclosures

Disclose the actual and potential
impacts of climate-related risks and
opportunities on the organization’s
businesses, strategy, and financial
planning.

Recommended Disclosures

Disclose how the organization
identifies, assesses, and manages
climate-related risks.

Recommended Disclosures

Disclose the metrics and targets
used to assess and manage
relevant climate-related risks and
opportunities.

Recommended Disclosures

a) Describe the board's oversight of

climate-related risks and
opportunities.

a) Describe the climate-related
risks and opportunities the
organization has identified over
the short, medium, and long
term.

a) Describe the organization’s
processes for identifying and
assessing climate-related risks.

a) Disclose the metrics used by the
organization to assess climate-
related risks and opportunities
in line with its strategy and risk
management process.

b) Describe management's role in
assessing and managing climate-
related risks and opportunities.

g

Describe the impact of climate-
related risks and opportunities
on the organization’s businesses,
strategy, and financial planning.

b) Describe the organization’s
processes for managing climate-
related risks.

b) Disclose Scope 1, Scope 2, and, if
appropriate, Scope 3
greenhouse gas (GHG)
emissions, and the related risks.

C

~

Describe the potential impact of
different scenarios, including a
2° c scenario, on the
organization’s businesses,
strategy, and financial planning.

C

~

Describe how processes for
identifying, assessing, and
managing climate-related risks
are integrated into the
organization'’s overall risk
management.

) Describe the targets used by the
organization to manage climate-
related risks and opportunities
and performance against
targets.
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DEVELOPMENT OF RECOMMENDATIONS

In developing its recommendations, the Task Force:

— Considered the challenges for preparers of disclosures as well as the benefits
of such disclosures to investors, lenders, insurance underwriters, and other
stakeholders

- Engaged in significant outreach and consultation with users and preparers of
disclosures and other stakeholders

— Drew from existing climate-related disclosure regimes and sought to develop a
decision-useful framework to harmonize and supplement existing
requirements
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OUTREACH AND ENGAGEMENT

The Task Force engaged a broad range of external stakeholders through interviews,

webinars, and other forums.

One-on-One
Industry m
Interviews - Webinars

128 Interviews 7 Webinars
20 Countries 538 Attendees
23 Countries

Austria OOmO
BelgiumOmmO

Denmark OO0
Franccmmmm
Germany EmE N ® canada
Italy mmmO EENE
Luxembourg oomO ® usa
Netherlands mmmm .._“
Norway mmmQO Msﬂgcg
Portugal OOmO
SpainmmO0O
Sweden OmmO ?

) Peru
Switzerland mmmO OOmQd
United KingdommEmmm

@Argentina
BO0O0O

@® Brazil

Public
Consultation

Outreach
Events

)
\

203 Responses 13 Outreach Events
24 Countries 1,243 Participants
12 Countries
L 13
G
|
» ® Turkey @ QJ.a 2‘3.” -
mOoo0o
@ |ndia .l-io.néﬁong
@ Nigeria e @ Philippines
oUmO Singapore @ umpy
EENE . 5
Indonesia
OOmO

@South Africa
EEED

@ Australia
(T 1 Im|

New Zealand
OomO0O
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DISCLOSURE GUIDANCE FOR ALL SECTORS

The Task Force developed guidance to assist organizations in implementing the
recommended disclosures. The guidance builds on the recommendations and the

recommended disclosures.

Recommendations

Guidance for
All Sectors

Recommended
Disclosures

Supplemental
Guidance for
Certain Sectors

Recommendations
Four widely adoptable recommendations tied to: governance,
strategy, risk management, and metrics and targets

Recommended Disclosures
Specific recommended disclosures organizations should include in
their financial filings to provide decision-useful information

Guidance for All Sectors
Guidance providing context and suggestions for implementing the
recommended disclosures for all organizations

Supplemental Guidance for Certain Sectors

Guidance that highlights important considerations for certain
sectors and provides a fuller picture of potential climate-related
financial impacts in those sectors

Supplemental guidance is provided for the financial sector and for
non-financial sectors potentially most affected by climate change
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GUIDANCE FOR ALL SECTORS - GOVERNANCE EXAMPLE

Governance

Disclose the organization's governance around climate-related risks and opportunities.

Recommended .
Guidance for All Sectors

a) Describe the board's In describing the board’s oversight of climate-related issues, organizations should
oversight of climate- consider including a discussion of the following:
related risks and
opportunities.

- processes and frequency by which the board and/or board committees (e.g., audit,
risk, or other committees) are informed about climate-related issues,

- whether the board and/or board committees consider climate-related issues
when reviewing and guiding strategy, major plans of action, risk management
policies, annual budgets, and business plans as well as setting the organization’s
performance objectives, monitoring implementation and performance, and
overseeing major capital expenditures, acquisitions, and divestitures, and

- how the board monitors and oversees progress against goals and targets for
addressing climate-related issues.
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SUPPLEMENTAL GUIDANCE FOR CERTAIN SECTORS

For the financial sector and certain non-financial sectors and industries, the Task
Force provides supplemental guidance to highlight important sector-specific

considerations.

Industries and Groups

Financial

Banks

Insurance
Companies

Asset Owners

Asset Managers

Risk Metrics and

Management Targets

B C

Non-Financial

Energy

Transportation

Materials and
Buildings

Agriculture, Food,
and Forest Products

-
ol
H B B B B B B B>
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SCENARIO ANALYSIS

Scenario analysis is an important and useful tool for understanding the strategic
implications of climate-related risks and opportunities.

The Task Force recommends that organizations describe the potential impact of different
scenarios, including a 2°C scenario, on their businesses, strategy, and financial planning.

Disclose the actual and potential impacts of climate-related risks and opportunities on the organization’s
businesses, strategy, and financial planning.

Recommended .
Guidance for All Sectors

c) Describe the potential Organizations should describe how their strategies are likely to perform under various
impact of different forward-looking, climate-related scenarios (e.g., potential effects under different
scenarios, including a  scenarios) and any resulting changes to their strategies and financial plans, risk
2°C scenario, on the management activities, or targets/metrics to mitigate risks and take advantage of
organization’s opportunities.
businesses, strategy,
and financial planning.
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SCENARIO ANALYSIS (conTINUED)

The table below describes five ways the Task Force believes scenario analysis can be
useful for organizations.

Scenario analysis can help organizations consider issues, like climate change, that have the following characteristics:

- Possible outcomes that are highly uncertain (e.g., the physical response of the climate and ecosystems to higher
levels of GHG emissions in the atmosphere)

Outcomes that will play out over the medium to longer term (e.g., timing, distribution, and mechanisms of the
transition to a lower-carbon economy)

- Potential disruptive effects that, due to uncertainty and complexity, are substantial

Scenario analysis can enhance organizations’ strategic conversations about the future by considering, in a more
structured manner, what may unfold that is different from business-as-usual. Importantly, it broadens decision
makers’ thinking across a range of plausible scenarios, including scenarios where climate-related impacts can be
significant.

Scenario analysis can help organizations frame and assess the potential range of plausible business, strategic, and
financial impacts from climate change and the associated management actions that may need to be considered in
strategic and financial plans. This can lead to more robust strategies under a wider range of uncertain future
conditions.

Scenario analysis can help organizations identify indicators to monitor the external environment and better
recognize when the environment is moving toward a different scenario state (or to a different stage along a scenario
path). This allows organizations the opportunity to reassess and adjust their strategies and financial plans
accordingly.

Scenario analysis can assist investors in understanding the robustness of organizations’ strategies and financial plans
and in comparing risks and opportunities across organizations.
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FUTURE OUTLOOK AND PUBLIC
CONSULTATION
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EXAMPLES OF AREAS FOR FURTHER WORK

The Task Force also identified certain areas where further work can contribute to the
evolution of climate-related financial disclosures.

Relationship fo Encourage standard setting organizations and others to actively work toward greater alignment of
Other Reporting frameworks and to support adoption
Initiatives

Data Quality and Undertake further research and analysis to better measure and understand how climate-related
Financial Impact issues translate into potential financial impacts

Reporting GHG Develop methodologies for allocating emissions in asset classes beyond equities, including non-
Emissions corporate bonds, property/real estate, infrastructure, private equity, and alternative assets

Associated with Improve data quality, increase understanding of climate-related risks and opportunities, and
Investments enhance risk measurement methodologies broadly

Scenario Analysis Further develop applicable 2°C (or lower) transition scenarios and supporting outputs and
tools/user interfaces

Develop broadly accepted methodologies, datasets and tools for scenario-based evaluation of
physical risk by organizations

Make datasets and tools publicly available and provide commonly available platforms for scenario
analysis
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TASK FORCE TIMELINE

Fourth Quarter First Quarter Second Quarter Third Quarter

2016 2017 2017 2017

Nov 17: Presentation Feb 12: _ Jan - Jun: Jun (TBD):
of report to FSB Public consultation ends  Stakeholder outreach on Task Force Issuance of final report to
recommendations FSB

Public consultation period Update report per public consultation feedback

Dec 14: Issuance of report Late Feb/Early Mar: Mar 17-18: Jul 7-8:
for public consultation Update and provide high level Meeting of G20 Finance FSB report presentation at
summary of public consultation  Ministers and Governors G20 Summit

comments to FSB
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ILLUSTRATIVE IMPLEMENTATION PATH

The Task Force expects that reporting of climate-related risks and opportunities
will evolve over time as organizations, investors, and others contribute to the quality

and consistency of the information disclosed.

Adoption Volume

Broad understanding of the concentration of carbon-related assets in the
financial system and the financial system’s exposure to climate-related risks

Greater adoption, further development /

of information provided (e.g., metrics and scenario T
analysis), and greater maturity in using information :
yEIs) & i & More complete, consistent, and

| comparable information for
L

market participants, increased
transparency, and appropriate
pricing of climate-related risks

® and opportunities

Organizations begin to
disclose in financial filings

Climate-related issues viewed as mainstream
business and investment considerations by both
users and preparers

Final TCFD
Report e

Companies already reporting under other frameworks implement the Task Force’s
l recommendations. Others consider climate-related issues within their businesses

Five Year Time Frame
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PuBLIC CONSULTATION

The Task Force's report was published on December 14, 2016 for a 60-day public
consultation, which ends on February 12, 2016.

The purpose of the public consultation is to solicit feedback on recommendations
in the Task Force's report. The feedback will assist the Task Force in finalizing the
report, which is scheduled to be released in mid-2017.

The public consultation can be accessed through the following link:
https://www.fsb-tcfd.org/publications/public-consultation/
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APPENDIX A

SUPPLEMENTAL GUIDANCE EXAMPLES
FOR THE FINANCIAL SECTOR
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BANKS

Metrics and Targets

Disclose the metrics and targets used to assess and manage relevant climate-related risks and opportunities.

Supplemental Guidance for Banks
Disclosure

a) Disclose the metrics Banks should provide the metrics used to assess the impact of (physical and
used by the transition) climate-related risks on their lending and other financial intermediary
organization to assess  business activities in the short, medium, and long term. Metrics provided may relate
climate-related risks to credit exposure, equity and debt holdings, or trading positions, broken down by:

and opportunities in
line with its strategy
and risk management
process.

Industry

Geography

Credit quality (e.g., investment grade or non-investment grade)

Average tenor

Banks should also provide the amount and percentage of carbon-related assets’
relative to total assets.

Banks should also provide the amount of lending and other financing connected with
climate-related opportunities.

1In this context, carbon-related assets are defined as those assets tied to the energy and utilities sectors under
the Global Industry Classification Standard (GICS), excluding water utilities and independent power and
renewable electricity producers industries.
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INSURANCE COMPANIES

Metrics and Targets

Disclose the metrics and targets used to assess and manage relevant climate-related risks and opportunities.

Recommended . .
. Supplemental Guidance for Insurance Companies
Disclosure

a) Disclose the metrics Insurance companies should provide aggregated risk exposure to weather-related
used by the catastrophes of their property business (i.e., annual aggregated expected losses from
organization to assess  weather-related catastrophes) by relevant jurisdictions.
climate-related risks
and opportunities in
line with its strategy
and risk management
process.
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ASSET OWNERS

Metrics and Targets

Disclose the metrics and targets used to assess and manage relevant climate-related risks and opportunities.

Rgcommended Supplemental Guidance for Asset Owners
Disclosure

b) Disclose Scope 1, Asset owners should provide GHG emissions, where data are available, associated
Scope 2, and, if with each fund or investment strategy normalized for every million of the reporting
appropriate, Scope 3 currency invested.
greenhouse gas (GHG)
emissions, and the Note: The Task Force acknowledges the challenges and limitations of reporting GHG
related risks. emissions associated with investments, including that GHG emissions should not be

interpreted as a risk metric. The Task Force views the reporting of GHG emissions
associated with investments as a first step and expects disclosure of this information to
prompt important advancements in the development of decision-useful, climate-related
risk metrics. The Task Force recognizes that some asset owners may be able to report such
information for only a portion of their investments given data availability and
methodological issues.
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ASSET MANAGERS

Metrics and Targets

Disclose the metrics and targets used to assess and manage relevant climate-related risks and opportunities.

Disclosure

b) Disclose Scope 1,
Scope 2, and, if
appropriate, Scope 3
greenhouse gas (GHG)

emissions, and the
related risks.

Supplemental Guidance for Asset Managers

Asset managers should provide GHG emissions, where data are available, associated
with each product or investment strategy normalized for every million of the
reporting currency invested.

Note: The Task Force acknowledges the challenges and limitations of reporting GHG
emissions associated with investments, including that GHG emissions should not
necessarily be interpreted as a risk metric. The Task Force views the reporting of GHG
emissions associated with investments as a first step and expects disclosure of this
information to prompt important advancements in the development of decision-useful,
climate-related risk metrics. The Task Force recognizes that some asset managers may be
able to report such information for only portion of the assets they manage given data
availability and methodological issues.
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APPENDIX B

SUPPLEMENTAL GUIDANCE EXAMPLES
FOR NON-FINANCIAL SECTORS

TASK FORCE on
I m CLIMATE-RELATED
DISCLOSURES



SCENARIO ANALYSIS FOR NON-FINANCIAL SECTORS

While the Task Force recommends all organizations describe their use of scenarios, it
asks organizations in the energy, transportation, materials and buildings, and
agriculture, food, and forest products groups to consider disclosing a broader range
of information, including the following:

— The climate-related scenarios used, including the 2°C scenario, and the key assumptions
and considerations underlying each climate-related scenario.

— For the 2°C scenario used, any adjustments/differences from publicly available 2°C
scenarios.

— Whether climate-related scenarios with major disruptions (positive and negative) from
business-as-usual (breakthroughs, breakdowns) were considered.

- Quantitative and qualitative descriptions of the critical input parameters, assumptions,
and analytical choices for the climate-related scenarios used.

- Time frames used for the climate-related scenarios, including near-, medium- and long-
term milestones (e.g., how does the organization consider timing of potential future
implications under the climate-related scenarios used).

- Qualitative and quantitative descriptions of the conclusion of the organization’s climate-
related scenario analysis regarding the organization’s likely strategic performance under
the various climate-related scenarios considered, including implications for the
organization’s value chain, capital allocation decisions, R&D, and other financial
implications.
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ENERGY GROUP

Disclose the actual and potential impacts of climate-related risks and opportunities on the organization’s
businesses, strategy, and financial planning.

Supplemental Guidance for Energy

Recommended
Disclosure

b) Describe the impact of
climate-related risks
and opportunities on
the organization’s
businesses, strategy,
and financial planning.

Energy Group organizations should consider discussing how climate-related risks and
opportunities are integrated into their strategy formulation and decision making as well as the key
planning assumptions around:

Income Statement

Revenues: Energy Group organizations should consider providing carbon-pricing assumptions,
including any internal carbon price applied, and how it is determined, and an assessment of the
potential impacts on future operational revenues.

Expenditures: Energy Group organizations should consider describing the potential impacts of
climate-related risks and opportunities on cost of supply and strategy for managing these impacts
relative to market demand and competition. This may include discussions of research and
development (R&D) expenditures, adoption of new technology, and costs of key inputs.

Balance Sheet

Assets/Liabilities: Energy Group organizations should focus on existing and committed future
activities, noting any, if applicable, expected changes to the balance sheet or reserves (e.g.,
additional investments, restructuring, write-downs, or impairment). Energy Group organizations
should consider describing their critical planning assumptions around legacy assets, for example,
strategies to lower carbon-, energy-, and/or water-intensive operations.

Capital: Energy Group organizations should consider discussing whether applicable, and, if so, how
GHG emissions, energy, and water issues are taken into account in capital planning and allocation.
This could include a discussion of major acquisitions and divestments, joint-venture requirements,
and investments in technology, innovation, and new business areas in light of changing climate-
related risks and opportunities. Energy Group organizations should also consider providing an
assessment of flexibility in positioning/repositioning capital to address emerging climate-related
risks and opportunities.
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TRANSPORTATION GROUP

Disclose the actual and potential impacts of climate-related risks and opportunities on the organization’s
businesses, strategy, and financial planning.

Recommended Supplemental Guidance for Transportation
Disclosure

b) Describe the impact of Transportation Group organizations should consider describing the following:

climate-related risks Income Statement

and opportunities on Revenues: Assumptions around emissions and fuel efficiency, including any internal carbon price
the organization’s applied, whether this is on an operational basis (i.e., the short-run marginal cost of carbon) or on a
businesses, strategy, lifecycle basis (i.e., the long-run marginal cost of carbon), and their assessment of the potential

. . : im n th mand for their carbon-intensive and low-carbon pr .
and financial planning. pacts on the demand for their carbon-intensive and low-carbon products

Expenditures: The potential impacts of climate-related risks and opportunities on cost of supply
and strategy for managing these impacts relative to market demand and competition. This may
include discussions of R&D expenditures, adoption of new technology, and costs of key inputs.

Balance Sheet

Assets/Liabilities: Existing and committed future activities, given that long-lived assets may require
additional investments, restructuring, write-downs or impairment. Transportation Group
organizations should consider describing their critical planning assumptions around legacy assets,
for example strategies and timelines for changes to carbon-intensive facilities or infrastructure, or
shifts to lower carbon/fuel intensive assets.

Capital: How climate-related risks and opportunities, particularly in the areas of GHG emissions
and energy/fuel usage, are taken into account in capital planning and allocation. This could include
a discussion of major acquisitions and divestments, joint venture requirements, and investments in
technology, innovation, and new business areas in light of changing climate-related risks and
opportunities. Transportation Group organizations should also consider providing an assessment
of their flexibility in positioning/re-positioning capital to address emerging climate-related risks and
opportunities.
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MATERIALS AND BUILDINGS GROUP

Metrics and Targets

Disclose the metrics and targets used to assess and manage relevant climate-related risks and opportunities.

Supplemental Guidance for Materials and Buildings

Recommended
Disclosure

a) Disclose the metrics
used by the
organization to assess
climate-related risks
and opportunities in
line with its strategy
and risk management
process.

For all relevant metrics, Materials and Buildings Group organizations should consider providing
historical trends and forward-looking projections (by relevant country and/or jurisdiction and
business line).

Materials and Buildings Group organizations should consider providing key metrics related to the
implications of GHG emissions, energy, and water on the financial aspects related to shifting
demand, cost of supply, capital allocation, and reserves. Such metrics could include the following:

Revenues

- Total energy intensity — by tons of product, amount of sales, number of products depending on
informational value.

Expenditures
- Total energy consumed, broken down by source (e.g., purchased electricity and renewable
sources).
- Total fuel consumed — percentage from coal, natural gas, oil, and renewable sources.

- Measurement of water withdrawn in regions with high or extremely high baseline water stress.

Capital
- Relevant metrics to indicate flexibility of capital deployment, portfolio allocation and capital
payback. This could include measures such as: proportion of capital allocation to long-lived assets
versus short-term assets and capital payback periods or return on capital deployed.

- Investments in low-carbon alternatives (e.g., R&D, technology, products, and/or services).
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AGRICULTURE, FOOD, AND FOREST PRODUCTS GROUP

Metrics and Targets

Disclose the metrics and targets used to assess and manage relevant climate-related risks and opportunities.

Supplemental Guidance for Agriculture, Food, and Forest Products

Recommended
Disclosure

a) Disclose the metrics
used by the
organization to assess
climate-related risks
and opportunities in
line with its strategy
and risk management
process.

For all relevant metrics, Agriculture, Food, and Forest Products Group organizations should provide
historical trends and forward-looking projections (by relevant country and/or jurisdiction and
business line).

Agriculture, Food, and Forest Products Group organizations should consider providing key metrics
related to the implications of GHG emissions, energy, and water as well as impacts of climate
change on the financial aspects related to shifting demand, cost of supply, capital allocation, and
reserves. Such metrics could include the following;:

Revenues
- Investments in low-emissions/water technology and products.

Expenditures

- Percent of freshwater withdrawn and consumed in regions with high or extremely high baseline
water stress.

Assets/Liabilities
- Where applicable, metrics used to measure new land converted to agricultural land.

Capital
- Relevant metrics to indicate flexibility of capital deployment, portfolio allocation and capital
payback. This could include measures such as proportion of capital allocation to long-lived assets
versus short-term assets and capital payback periods or return on capital deployed.

- Investment in low carbon/water alternatives R&D, equipment, products or services.
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ILLUSTRATIVE METRICS - ENERGY GROUP EXAMPLES

ENERGY METRICS - ILLUSTRATIVE EXAMPLES

The specific examples of metrics provided below are for illustrative purposes to help organizations consider the types of metrics
best suited for their activities and operations. Organizations should define metrics and targets that are tailored to their particular
climate-related risks and opportunities and that address the key financial disclosure areas in the Task Force’s supplemental
guidance. Energy Group organizations should consider providing key GHG emissions, energy, water, land use, and low-carbon
alternative metrics on the financial aspects related to revenue, costs, assets, liabilities, and capital allocation.

In determining the most relevant and useful metrics, organizations are encouraged to engage with their key stakeholders,
including investors, and review publicly available frameworks. Again, the examples below are illustrative to assist organizations in
thinking about appropriate metrics. The examples are not intended to imply additional or duplicative metrics for an organization’s
existing suite of metrics if existing metrics achieve the intended disclosure objective.

Oil and Gas (excerpt)
Climate-

Emanaal Related Example Metric L Alignment Rationale for Inclusion
ategory C Measure
ategory
Revenues Low-Carbon Investmentin low-carbon alternatives (e.g., Local currency GRI: G4-OG2 Investments in new technologies are needed to manage
Alternative R&D, equipment, products, or services) CDP: EU4.3  transition risk. The level of investment provides an indication of
the level to which future earning capacity of core business might
be impacted.
Expendi- Water Percent water withdrawn in regions with high ~ Percentage SASB: Water stress can result in increased cost of supply, impacts to
tures or extremely high baseline water stress IFO101-06 operations and increased regulation/reduced access to water
withdrawal. The percent withdrawn in high-water-stress areas
informs the risk of significant costs or limitations to production
capacity.
Expendi- Energy Use/ Indicative costs of supply for current and Local currency N/A Cost of supply is important because in a market with falling
tures Efficiency committed future projects, e.g., through a cost demand, low-cost products will continue to be brought to
curve or indicative price range. This could be market. Understanding the cost of supply informs investors
broken down by product, asset, or geography about portfolio vulnerability and thus earning capacity.
Assets/ Reserves/ Assets committed in regions with high or Number of N/A Water stress can result in interruptions to or limitations on
Liabilities Assets extremely high baseline water stress assets, value, production capacity or early curtailment of operating facilities.
percentage of The value of assets in high-water-stress areas informs the
total assets potential implications on asset valuation.
Capital Reserves/ Proportion of capital allocation to long-lived Percentage N/A Climate-related change impacts are subject to uncertainty in
Assets assets versus short-term assets terms of extent and timing. Understanding the allocation to

long- versus short-lived assets informs the potential of an
organization to adapt to emerging climate-related risks and
opportunities.
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