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

CDP runs the global disclosure system that enables companies, cities, states and
regions to measure and manage their environmental impacts.

®

1’/
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° With the world’s most comprehensive collection of self reported data, the world’s
W economy looks to CDP as the gold standard of environmental reporting.

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



SNCDP

DISCLOSURE INSIGHT ACTION

Today’s Learning Outcomes

- Become familiar with the background, purpose, and structure of the TCFD.

« Learn the guidelines and recommendations of the TCFD.

« Understand the alignment between the TCFD recommendations and the CDP reporting process.
» Take first steps to prepare your organization to release a TCFD-aligned report.

- Know where to look for additional resources.



Agenda INCDP

Time (GMT+8) Topic Speaker

2:10-2:25 Introduction & State of play Ms. Elim Kwok
2:25-2:50 Concepts and components of the TCFD Ms. Elizabeth Lo
2:50-3:00 Q&A

3:00-3:10 Break

3:10-3:55 Developing a TCFD roadmap through CDP  Mr. Fredrik Andersen
3:55-4:15 TCFD in Hong Kong Mr. Fredrik Andersen
4:15-4:30 Getting started with your TCFD report Ms. Elim Kwok
4:30-5:00 Q&A
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How relevant do you think TCFD
reporting is to your job position?

A




Ms. Elim Kwok

Corporate Engagement
CDP Hong Kong



Global state of play - emissions

N CDP

DISCLOSURE INSIGHT ACTION

- Carbon emissions continue to rise 2100 WARMING PROJECTIONS g e
missions and expected warming based on pledges and current policies Tracker
- Projected warming of over 4°C of |8 ™ Dec 2020 update
warming by end of the century E Warming projected
- Double the global temperature S 150 by 2100
increase sought by the Paris s Baseline
Agreement £ S
3 100
* Annual 7.6% reduction in S
emissions is required from 2020 E Current policies
- Transition risks to limit warmingto  |& =~ _—~—"=7"""" " eeai Pledges 8
1.5 include policy and regulation, [  hiceoricat = . . TTTmmean
technological advancements and 3 he
reputational impacts. 0
1.6-1.7°C
1.3°C
_501990 2000 2010 2020 2030 2040 2050 2060 2070 2080 2090 2100




The race to net zero emissions

N >130 countries are now considering or
committed to working towards net zero GHG
emissions by 2050

N 140 countries had submitted a new or updated
NDCs as of October, 2021

N 100 countries are looking into carbon pricing
as a way to achieve their NDCs

SN'CDP
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Adopted in
legislation

Proposed in
legislation




Coordinated policy action — Sustainable Finance }}‘CDP

DISCLOSURE INSIGHT ACTION

J - .
-
T
___»
pe— T NSsrbwd
Yy

Steering Committee
Members and Observers

mlm m
Dwuts e Burdedont ern
™

wd i ofingared

Source: Climate Action in Financial Institutions



Climate Risks to Financial Institutions
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Credit Risk Operational

: T Reputational
Risk Market Risk Liquidity Risk Risk

/1. Market value \ /1 Disruption to \ /1 Volatility in \ /1 Policy changes\ /1 Market \

of properties bank property commodity / technology expectations on
taken for and operation prices breakthroughs climate-resilient
collateral 2.Higher 2.Policy changes 2.Increased focus ggi?gtliaolns
2.Lending to insurance — carbon tax / on ESG risks by
customers costs affecting low carbon credit rating 2.Reputation risk
adversely bank technologies agencies for assets
affected by profitability associated with
climate change adverse social /
drivers environmental
impact

o AN AN N\ AN /




TCFD Trends and Significance



Strengthening Market Demand for TCFD Reporting
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Expanding on expectations set
by BNM for financial institutions
to effectively manage climate
and environmental risks includes
improving disclosures in line with
the recommendations of TCFD.

Source: https://www.ngfs.net/sites/default/files/medias/documents/icw-
bnm-final.pdf

New Zealand first In the world to
Require climate risk reporting....
the new regime will be on a
comply-or-explain basis, based
on the TCFD framework, which
is widely acknowledged as
international best practice.

Source: Sccop Independent News, September 15 2020

N CDP
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G*f Monetary Authority of Singapore has

released a consultation paper on the
proposed guidelines on environmental
risk management for banks, asset
managers and insurers.

Source: https://www.mas.gov.sg/-/media/MAS/News-and-Publications/Consultation-
Papers/2020/Consultation-Paper-on-Proposed-Guidelines-on-Environmental-Risk-
Management-for-Banks.pdf

A | == The UK Government is making TCFD
aligned disclosure mandatory across the

= A I economy by 2025

https.//www.gov.uk/government/publications/uk-joint-regulator-and-government-tcfd-
taskforce-interim-report-and-roadmap



Strengthening Market Demand for TCFD Reporting Q}CDP
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Hong Kong SAR will introduce mandatory TCFD-aligned
-\ disclosures across all relevant sectors by 2025

oN

Implementing Agency / | Description of Policy Year of
Policy implementation

HKEXx HKEXx has a mix of mandatory and comply-or- 2020
Listing Rules explain ESG listing requirements
Securities and Futures Changes to Fund Manager Code of Conduct 2021
Commission (SFC) obligations to incorporate some of the TCFD

elements
Hong Kong Monetary The manual provides guidelines reflecting 2022
Authority (HKMA) HKMA's expectations regarding climate risk
Supervisory Policy management in the shape of

Manual non-statutory guidelines.



HKEXx requirements against TCFD recommendations

Risk Management

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

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

planning where such information is material.

Disclose the metrics and targets used to assess
and manage relevant climate-related risks and
opportunities where such information is
material.

Governance recommended disclosure Strategy recommended disclosure Risk Management recommended disclosure Metrics & Targets recommended disclosure

a) Describe the HKEXx: a) Describe the climate related a) Describe the organization’s HKEx: a) Disclose the metrics used HKEXx:
board’s oversight of 13i, 13ii, 13iii risks and opportunities the processes for identifying and 14 - by the organization to assess 14 —
climate related risks organization has identified over assessing climate-related risks. ~ Materiality, climate-related risks and * Quantitative
and opportunities. the short, medium, and long A4.1 opportunities in line with its * Consistency
term. strategy and risk * Boundary
management process.
b) Describe b) Describe the impact of climate- = HKEXx: b) Describe the organization’s HKEXx: b) Disclose Scope 1, Scope 2, HKEx:
management’s role in related risks and opportunitieson  13ii processes for managing A4.1,B5.3 and, if appropriate, Scope 3 Al.1,Al1.2
assessing and the organization’s businesses, climate related risks. greenhouse gas (GHG)
managing climate strategy, and financial planning. emissions, and the related
related risks and risks
opportunities
- mandatory requirement aligned c) Describe the resilience of the c) Describe how processes for c) Describe the targets used HKEXx:
with TCFD organization’s strategy, taking identifying, assessing, and by the organization to Al.5, A2.3

- comply-or-explain requirement
aligned or partially aligned with
TCFD

into consideration different
climate related scenarios,
including a 2°C or lower scenario.

managing climate related risks
are integrated into the
organization’s overall risk
management.

manage climate related risks
and opportunities and
performance against
targets.



Integrating climate change in
overall business strategies
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Financial Accounting, TCFD and ESG }}CDP

Reporting on matters that affect the
organization’s significant impacts on the
economy, environment and people

Reporting on the sub-set of

sustainability topics that are —
material for enterprise value

creation

Reporting that is
already reflected in
the financial accounts

A 4
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All stakeholders who want to understand a
corporate’s positive and negative contribution to
sustainable development, e.g. GRI Standards

ESG disclosure that impacts economic
decisions, e.g. SASB, TCFD

All corporates and financial institutions,
e.g. IASB, FASB
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MISSION,VISION,
& CORE VALUES

(i.

Governance
& Culture

Board oversight of
climate-related risks
& opportunities

Management role in
assessing climate-
related risks &
opportunities

Financial Accounting, TCFD and ESG

ENTERPRISE RISK MANAGEMENT

Source: Adapted from Committee of Sponsoring Organizations of the Treadway Commission (COSO), TCFD

STRATEGY
DEVELOPMENT

£ Strat &

b Objective-Setting

1. Climate-scenario analysis —

risks & opportunities over
short, medium and long
term

. Impact assessment -

business strategy and
financial planning

. Vulnerability assessment &

resilience of business
strategy over different
climate scenarios

BUSINESS
OBJECTIVE
FORMULATION

@ Performance

1. Climate risks and

opportunities metrics
in line with strategy
and risk management
process

. Disclosure of GHG

emissions: Scopes 1,
2&3

. Performance v/s

targets

IMPLEMENTATION
& PERFORMANCE

Review
& Revision

1.

2.

3.

Process to identify climate-
related risks

Process to management
climate-related risks

Process to identify, assess
and manage climate-
related risks in overall risk
management

ENHANCED
VALUE

Information,
Communication,

& Reporting

1. Standalone TCFD-
aligned report

2. Integrated TCFD and
financial accounts
report



of the TCFD

| 4
\3 \
Ms. Elizabeth Lo

Corporate Engagement
CDP Hong Kong



Climate Action, the Paris Agreement, and CDP }}CDP
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Governance
Strategy
G20
Finance Ministers Risk
FS B FINANCIAL Management
BOARD
Metrics

and Targets

Source: United Nations, FSB, TCFD
19
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TCFD Recommendations
Overview

Voluntary

Report climate-related financial disclosures in
the annual financial filings (mainstream report)

Financial sector & high risk non-financial sectors
Transition risks & physical risks (and opportunities)
Forward-looking information & scenario analysis
Short-term, medium-term & long-term

Qualitative & quantitative disclosures

SN CDP

DISCLOSURE INSIGHT ACTION

Governance

Strategy

Risk

Management

Metrics
and Targets
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Priority sectors

Financial sector group

Banks
Insurers
Asset Owners
Asset Managers

SN CDP

DISCLOSURE INSIGHT ACTION

Non-financial sector group

Energy
Transportation
Materials and Buildings
Agriculture, Food and
Forest Products
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TCFD Recommendations

Governance

Disclose the

organization’s governance
around climate-related risks
and opportunities.

Governance
recommended disclosures

a) Describe the board’s oversight
of climate related risks and
opportunities.

b) Describe management’s role in
assessing and managing climate
related risks and opportunities

Strategy

Disclose the actual and

potential impacts of climate-related
risks and opportunities on

the organization’s businesses,

strategy, and financial planning where

such information is material.

Strategy
recommended disclosures

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

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

c) Describe the resilience of the
organization’s strategy, taking into
consideration different climate related
scenarios, including a 2°C or lower
scenario.

Risk Management

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

Risk Management
recommended disclosure

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

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

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

SN CDP
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Disclose the metrics and

targets used to assess and
manage relevant climate-related
risks and opportunities where such
information is material.

Metrics & Targets
recommended disclosures

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

c) Describe the targets used by the
organization to manage climate related
risks and opportunities and
performance against targets.
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Linking climate data and financial data

Figure 1
Climate-Related risks, opportunities, and financial impact

Policy and Legal

Energy Efficiency

" W Technology

Products/Services

Physical

Markets

Resilience

\ \

e —
Expenditures Statement Sheet

SN CDP
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Financial materiality: To the extent necessary Environmental & social materiality: ...and
for an understanding of the company's impact of its activities

development, performance and position...

hls «= ® |

Company impact on climate
can be financially material

Primary audience: capital markets Primary audience: others

24



Scenario analysis: a tool for forward-looking Q}‘CDP
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Scenario analysis — a tool for developing strategic plans that are flexible or robust
against a range of plausible future states.

25

Explore alternatives that may significantly alter the basis for “business-as-usual” assumptions.
A scenario describes a pathway of development leading to a particular outcome.

Scenario analysis is a tool to enhance critical strategic thinking and should be understood as
narratives based on multiple scenarios.

What is important is not credibility of the results of analysis, but the responses to the expected
futures.

Scenario analysis is not intended to be a
prediction of future performance.



Climate scenarios
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Source: WRI,
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https://climateactiontracker.org/global/temperatures/
https://www.wri.org/blog/2018/10/half-degree-and-world-apart-difference-climate-impacts-between-15-c-and-2-c-warming

Types of Climate-related Risks Q}CDP
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Transition risk Physical risk

1.5°C
scenario

3.4°C
scenario

27

* An “orderly” transition.

* Increase of international and national
climate policy, including carbon tax.

 Significant changes in the energy mix and
infrastructure.

* New green technologies.

« A“disorderly” and rapid transition.

« Some international and national climate
policy (no change).

« Slower changes to the energy mix and
infrastructure.

* Price of raw materials increases.

@ The assumptions and outcomes will
also differ depending on the time horizons.

Increased temperature and changes in
wind patterns leading to increased wildfire.
Sea level rise of 0.40m leading to
increased flooding and storm surges in
coastal areas.

Significant melting of ice in the Arctic.
Reduction in crop yields from extreme
temperatures.

Sea level rise of above 0.50m leading to
more significant flooding and storm surges
in coastal areas.
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TCFD Implementation Path (illustrative)

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

Adoption Volume

risks

Greater adoption, further development of
information provided (e.g., metrics and
scenario analysis), and greater maturity in
using information

More complete, consistent, and
comparable information for market
participants, increased transparency,
and appropriate pricing of climate-
related risks and opportunities

(]
o
Organizations begin to Climate-related issues viewed as
disclose in financial filings mainstream business and investment

considerations by both users and

preparers
Final TCFD )

Report Released

(Y Companies already reporting under other frameworks implement the Task
Force's recommendations. Others consider climate-related issues within

O their businesses

Five Year Time Frame

SN CDP

DISCLOSURE INSIGHT ACTION
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TCFD 2020 Status Report

Task Force on
Climate-related
Financial Disclosures

Key findings (full report available here)

N CDP

DISCLOSURE INSIGHT ACTION

N Nearly 60% of the world’s 100 largest public
é companies support the TCFD, report in line with the

TCFD recommendations, or both.

Disclosure of climate-related financial information has
increased, but continuing progress is needed.

Of companies using scenarios, the majority do not
|I|. disclose information on the resilience of their

strategies.

‘most useful”

Expert users find the impact of climate change on a
company’s business and strategy as the

for decision-making.

Source: www.fsb.org


https://www.fsb.org/wp-content/uploads/P291020-1.pdf

Application and adoption of TCFD Guidelines Q}CDP

Canada DISCLOSURE INSIGHT ACTION

\‘,, . »
A
us European / ‘,A Japan
Union ‘
 * Hong Kong
Malaysia \ &
v Australia »
South Africa 1% /’

New
Zealand

30



Q&A



Break



Developing a TCFD
roadmap through CDP

!
E Ty

Mr. Fredrik Andersen

Regional Engagement Lead
CDP



How CDP Work With Companies and Investors ;} .m
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Use CDP to make informed decisions and reward
companies with superior performance.

TASK FORCE o

CLIMATE-RELATED
J FINANCIAL

DISCLOSURES

INVESTORS & DISCLOSURE REQUEST COMPANIES

PROCURERS

Measure their

impact to AAAAAS

improve AL N
performance

N CDP

DISCLOSURE INSIGHT ACTION %

Companies take action to tackle

_ climate change, safeguard

water resources and prevent
the destruction of forests.

57 E.

Provide environmental data through CDP’s online platform

34
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By the Numbers

.
294 13,000+ companies responded through CDP in 2021

E& 590+ investors with US$110 trillion in assets
2
£ 43 200+ supply chain members with over US$5.5 trillion in purchasing power

iz 64% of global market capitalisation disclosed in 2021

Eﬁ 1,000+ cities disclosed environmental information



Record numbers of disclosures in 2021

CDP

DISCLOSURE INSIGHT ACTION

14000

o
2
=

12000

s

10000 8%

B8
-
ad
i
8000
o=
a2
6000
4000
8% N g
SH] &
2000 i “ ' . o
a8 M = 21 - : =
wun = o &
;; 2 od 2 o = ; - ‘_’
5 = = & ;ln = 3
b 28 ” | L ..TD - L
ag 25 2 : = I Is
0 m m 3 E Hm Il |

2003 2004 2005 2006 2007 2008 2009 2010 201 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

6251
6316

4112
4140

2403
2403
2906
435
2034
3368

2113

426
5815

3
122

5
3

4482
4539
1064
4968
5001
|1IBE
IIIIIIIII 1237
5532
i
533 / 100
I_
Y 15
3 /101

I 561/ 125

I 349
343

Il TOTAL DISCLOSING I COMPANIES DISCLOSING I coMPANIES DISCLOSING [l COMPANIES DISCLOSING DISCLOSING STATES & REGIONS
COMPANIES ON CLIMATE CHANGE ON WATER SECURITY ON FORESTS DISCLOSING CITIES




Benefits of Reporting through CDP - Benchmarking

A score

B score

C score

D score

37

Recognise the implementation of
best practices

Examine the evidence of actions
associated with good environmental
management

Assess a company’s evaluation of
how environmental issues intersect
with its business

Measure the
completeness of
response

INCDP

DISCLOSURE INSIGHT ACTION

Management

Awareness

Disclosure



Benefits of Reporting through CDP - Score Feedback ;} CDP
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Company X — e score Company Y — G score

Business Impact & Financial Planning * Business Impact & Financial Planning *

Value chain engagement Emissions reduction Initiatives Value chain engagement Emissions reduction Initiatives

Targets Energy Targets

Scope 3 emissions Governance Scope 3 emissions Governance

Scope 1 & 2 emissions Opportunity Disclosure Scope 1 & 2 emissions Opportunity Disclosure

Risk management processes Risk Disclosure Risk management processes Risk Disclosure

38



CDP Rated #1 for Quality ;} CDP
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Expert Survey: ESG Ratings Quality

CDP Climate, Water & Forests Scores (n=244)

RobecoSAM Corporate Sustainability
Aszsessment (n=245)

Sustainalytics' ESG Risk Ratings (n=224)
MSCI ESG Ratings {n=210)

Bloomberg ESG Disclosure Scores (n=191)
155-Oekom Corporate Rating (n=149)
FTSE Russell’s ESG Ratings (n=185)

155 QualityScore (n=120)

EcoVadis C5R Rating {n=164)

Thomson Reuters E5G Scores (n=1133

HHHHHHHHHHH

‘figeo Eiris Sustainability Rating (n=1a0)

B High guality (4+5) B Low quality (1+2)

Source: Rate the Raters 2019 / Rate the Raters 2020: SustainAbility, an ERM Group Company ESG ratings credibility / quality, bars indicate % of respondents who
selected a rating as high quality (4+5)

39



CDP is Feeding Into the Wider Ecosystem }}‘CDP
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Benefits of Disclosing to CDP

N Protect and improve your company’s reputation
N Boost your competitive advantage

N Get ahead of regulation

N Uncover risks and opportunities

N Track and benchmark progress

41
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Developing a TCFD
Roadmap Through CDP



The TCFD Recommended Disclosures

Strategy Risk Management

Disclose the

organization’s governance around
climate-related risks and
opportunities.

Governance recommended
disclosures

a) Describe the board’s oversight of

climate related risks and opportunities.

b) Describe management’s role in
assessing and managing climate
related risks and opportunities

43

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

Strategy recommended disclosures

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

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

c) Describe the resilience of the organization’s
strategy, taking into consideration different
climate related scenarios, including a 2°C or
lower scenario.

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

Risk Management recommended disclosure

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

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

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

TASK FORCE

TCFD

FINANCIAL
DISCLOSURES

Disclose the metrics and targets used to
assess and manage relevant climate-
related risks and opportunities where such
information is material.

Metrics & Targets recommended
disclosures

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

c) Describe the targets used by the
organization to manage climate related risks
and opportunities and performance against
targets.

CLIMATE-RELATED



Turning TCFD Recommendations Into Questions q} CDP
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How to provide complete, comparable,

What investors and information for each question.
companies should be Resources to take action on metrics.

evaluating. ‘

TCFD CDP CDP CDP
Recommendations Questions Guidance Scoring

Standardized,

comparable,
decision-ready
data

Breakdown of _ |
recommendations into What is best practlce
accessible, actionable metrics. for each metric.



CDP Alignment Against the TCFD Recommendations

Strategy Risk Management

Disclose the
organization’s governance

around climate-related risks and

opportunities.

Governance recommended

disclosure
a) Describe the Ci.1b
board’s oversight of
climate related risks
and opportunities.
b) Describe C1.2,C1.2a

management’s role
in assessing and
managing climate
related risks and
opportunities

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

such information is material.

Strategy recommended disclosure

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

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

c) Describe the resilience of the
organization’s strategy, taking
into consideration different
climate related scenarios,
including a 2°C or lower
scenario.

C2.1a, C2.2b,
C2.3, C2.3a,
C2.4, C2.4a

C2.3a, C2.4a,
C2.5, C2.6,
C3.1, C3.1c,
C3.2a, C3.3,
C3.4,C3.4a

C3.1a, C3.1d.
C3.2, C3.2a

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

risks.

Risk Management recommended disclosure

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

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

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

C2.1,C2.2,
C2.2a, C2.2b,
C2.2¢, C2.2f

C2.1,C2.2,
C2.2¢, C2.2d,
c2.2f

Cc2.1,C2.2

TCFD

TASK FORCE on
CLIMATE-RELATED
FINANCIAL
DISCLOSURES

Disclose the metrics and targets used
to assess and manage relevant
climate-related risks and opportunities
where such information is material.

Metrics & Targets 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.

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

c) Describe the targets used
by the organization to
manage climate related
risks and opportunities and
performance against
targets.

C4.2, C4.2a,
C4.2b,

C6.1, C6.3,
C6.5

C4.1, C4.1a,
C4.1b, C4.2,
C4.2a, C4.2b



Governance

Trajectory to leadership

Climate-related issues are
not considered at Board or
management-level

*

46

Climate-related issues
are considered at Board
and management-level

f g3 |

Incentives in place for
Board and management
to realize environmental
goals

@

Mechanisms in place to
evaluate, assess and set
environmental targets at
Board and management-
level

N CDP

DISCLOSURE INSIGHT ACTION

PN

Results of governance
structure leads to improved
environmental performance



Governance recommendations
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Disclose the organization’s
governance around cilmate related
risks and opportunities.

o
)
S
S
D

o
O

D

o
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D
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c
)
£
S
o
O
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o

Describe the board’s
oversight of climate-related
risks and opportunities.

Describe management’s role
in assessing and managing
climate-related risks and
opportunities.

CDP questionnaire:

(C1.1) Is there board-level oversight of
climate-related issues within your
organization?

(C1.2) Provide the highest management-level
position(s) or committee(s) with responsibility
for climate-related issues.

(C1.1b) What are their responsibilities?

Response details

N Frequency with which climate-related
issues are a scheduled agenda item

N Governance mechanisms which incorporate
climate change considerations

N Incentives for achieving climate-targets



Governance example

City Developments Limited

v

Board level oversight:
Board Sustainability Committee

SNCDP

DISCLOSURE INSIGHT ACTION

Frequent reporting

Source: CDP 2019

v

A

Incentives

Management responsibility for implementation:

Sustainability committee

A



Strategy INCDP

. . DISCLOSURE INSIGHT ACTION
Trajectory to leadership

Conducting climate-

related scenario @
analysis O Q

Climate-related issues
are integrated into

' - in r
Climate-related issues are ~ USINesS strategy

not integrated into business ./ Results of climate-related
strategy <O) scenario analysis influence

business strategy

Business objectives are

x)* & influenced by climate-
related issues;
considering climate-
related scenario analysis

49
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Strategy recommendations

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

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

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

o
o
S
S
@D
o
O
-2
a
O
()
©
-
()
S
S
@)
O
O
o

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

CDP questionnaire:

(C2.3a) Provide details of risks identified with
the potential to have a substantive financial or
strategic impact on your business.

(C3.1) Have climate-related risks and
opportunities influenced your organization's
strategy and/or financial planning?

(C3.3 & C3.4) Describe where and how
climate-related risks and opportunities have
influenced your strategy and financial planning

Response details

N Time horizons

N Maghnitude of impact

N Use of scenario analysis

N Low-carbon transition planning



Risk management

Trajectory to leadership

Process in place and

Limited or undocumented disclosure on climate-
process for identifying, related risks and
assessing, or managing opportunities

climate-related risks and
opportunities

f g3 |

Holistic and comprehensive
approach to climate-risk
assessment

@

Management methods for
climate-related risks and
opportunities

N CDP

DISCLOSURE INSIGHT ACTION

PN

Quantified the cost of
management and
financial implications
of climate-related risks
and opportunities
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Risk Management

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

(%)
o
P -
>
0
O
O
1
]
e,
&
e,
C
&
S
S
o
O
&
o

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

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

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

CDP questionnaire:

(C2.2) How are processes for identifying,
assessing and managing climate-related
iIssues integrated into your overall risk
management.

(C2.2a) Frequency and time horizon for
identifying and assessing climate-related
risks

(C2.2b) Details on process(es) for identifying
and assessing climate-related risks.

(C2.2c) Which risk types are considered

(C2.2d) Processes for managing climate-
related risks and opportunities
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Risk management - example ;}CDP

DISCLOSURE INSIGHT ACTION

have process in place for
assessing and managing

climate risks.

It is essential to have a
comprehensive and
holistic approach to

include all climate risk assessments

o - stages of their
84 /o ‘\ value chain
: : in the risk
conduct climate risk assessment.
assessments annually or

more frequently

Source: CDP, 2020



Metrics & targets
Trajectory to leadership

Complete scope 1
and 2 emissions
plus an absolute or
intensity emissions

No emissions targets i
0 emissio 9 reduction target

and limited
emissions data

f g3 |

Year-on-year reductions, and
a target covering all scopes

Verifies scope 1 and 2
emissions; partial scope 3
as well as a target
covering majority of scope
1 and 2 emissions

@

N CDP

DISCLOSURE INSIGHT ACTION

i%

Science-based target
validated by the SBTi
with verified scope 1, 2
and 3 emissions
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Metrics & Targets

Disclose the metrics and targets
used to assess and manage
relevant cilmate related risks and
opportunities where such
information is material.

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

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

Describe the targets used by the
organization to manage climate-related
risks and opportunities and performance
against targets.
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N CDP

DISCLOSURE INSIGHT ACTION

CDP questionnaire:

(C4.1a) Absolute emissions targets
(C4.1b) Emissions intensity targets

(C4.2) Other climate-related targets
(renewables, energy usage, supplier
engagement)



TCFD-aIignment of key standards and frameworks

N CDP

Governance
a) Describe the board’s oversight of climate-related risks and opportunities

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

Strategy
a) Describe the climate-related risks & opportunities the organisation has identified over the short, medium, and long term

b) Describe the impacts of climate-related risks & opportunities on organisation’s businesses, strategy and financial planning

c) Describe the resilience of organisation's strategy, taking into consideration different climate-related scenarios, including a 2°C or
lower scenario

Risk Management
a) Describe the organisation’s processes for identifying and assessing climate-related risks

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

c) Describe how the processes for identifying, assessing, and managing climate-related risks are integrated into overall risk
management

Metrics and Targets
a) Describe the metrics used by the organisation to assess climate-related risks & opportunities in line with its strategy and risk
management process

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

54 ¢) Describe the targets used by the organisation to manage climate-related risks and opportunities and performance against targets

Source: Corporate Reporting Dialogue, 2019

Reasonable

Reasonable

Reasonable

Reasonable

None

Reasonable

Reasonable

Moderate

Reasonable

Moderate

Very limited

Very limited

Moderate

Moderate

Moderate

Moderate

Reasonable

Reasonable

Moderate

Reasonable

Reasonable

Moderate

Reasonable

Reasonable

Very limited

Reasonable

Reasonable

Moderate

Very limited

Very limited

Very limited


https://corporatereportingdialogue.com/wp-content/uploads/2019/09/CRD_BAP_Report_2019.pdf

CDP Goes Beyond the TCFD Recommendations q} .v
CDP
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CDP questionnaire

CO Introduction

C1 Governance

C2 Risks and opportunities

C3 Business strategy

C4 Targets and performance

C5 Emissions methodology

C6 Emissions data

C7 Emissions breakdown
C8 Energy

C9 Additional metrics
C10 Verification

C11 Carbon pricing

C12 Engagement

C15 Signoff

DISCLOSURE INSIGHT ACTION

TCFD recommended disclosures

Governance

Strategy

Risk

Management

Metrics
and Targets



TCFD in Hong Kong



APAC: 3,879 companies disclosing on climate
change in 2021

China

Japan
Taiwan

India
Republic of Korea
Australia
China, HKSAR
Malaysia
Indonesia
Singapore
Thailand
Thailand
New Zealand
Phillippines
Viet Nam
Pakistan
Bangladesh
China, MSAR
Sri Lanka
Cambodia
Mongolia
Myanmar

59

N

APAC
up 29%
from 2020

N CDP

DISCLOSURE INSIGHT ACTION

1407

N

HK
up 58%
from 2020

100 200 300 400 500 600 700 800 900 1000

m2020 m2021

1100 1200 1300 1400 1500



Governance }:‘CDP

Companies in the Hong Kong with Board-level DISCLOSURE INSIGHT ACTION
oversight of climate-related issues:

Blank
1%

@ 470/ Have incentives in place for the
(@)

management of climate-related issues,
including the attainment of targets.

a 140/0 Have monetary incentives for senior

management and/or board members

60 N= 134 Source: CDP, 2021 www.cdp.net | @CDP



Business Strategy }}CDP

DISCLOSURE INSIGHT ACTION

76% of responding companies in Hong Kong reported that Climate-related risks and
opportunities had influenced their business strategy and/or financial planning

Companies in Hong Kong using climate-related scenario analysis
Blank, 2%

46%
Use Scenario
Analysis

50%
Do not use

N= 134 Source: CDP, 2021
61 www.cdp.net | @CDP



A

Which climate-transition risk do you
think Hong Kong-based companies
are most vulnerable to?




Risk Management

4%

Rising sea

levels

63

SN CDP

DISCLOSURE INSIGHT ACTION

57% of companies in Hong Kong have identified Climate-Risks

40%

Physical Risks

Physical Risks

18%
Rising mean
temperatures

18%
Changes in
precipitation

and extreme
variability in
eather patterns

48%
Increased
severity of

UEINE
weather events

N= 134 Source: CDP. 2021

Transition Risks

10%
Technology

15%
Reputation

47%
Policy & Legal

www.cdp.net | @CDP
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Risks - example
MTR Corp

Chronic
Increasing mean temperatures
* Increased electricity consumption;
« Track deformation leading to service suspension; and;

« Impact on staff well-being

Acute

Increased severity of extreme weather events
« Service disruptions
« Deterioration of infrastructure

Source: CDP. 2021

N CDP

DISCLOSURE INSIGHT ACTION

www.cdp.net | @CDP



...but there are also opportunities }:‘CDP

DISCLOSURE INSIGHT ACTION

“V/

LS -
18% - -
Energy source

171

14% . ey .
7% markets Climate-related opportunities reported in

Resilience

Hong Kong with the potential to have a
substantive impact on business.

N= 134 Source: CDP, 2021
65 www.cdp.net | @CDP



Metrics and Targets }}‘CDP

DISCLOSURE INSIGHT ACTION

Companies in Hong Kong with active emissions reduction targets

Blank
1%

Do not have

targets Have targets in
42% place
57%

66 N= 134 Source: CDP, 2021 www.cdp.net | @CDP



. SCIENCE .

Metrics and Targets BASED CDP
TARGETS

DISCLOSURE INSIGHT ACTION

ASL Global Limited Targets Set 1.5°C

Swire Coca-Cola Limited Targets Set 1.5°C

Swire Properties Limited Targets Set 1.5°C

Alaya Consulting Ltd. Targets Set 2°C

HK Electric Investments (HKEI) Targets Set 2°C

CLP Holdings Limited Targets Set Well-below 2°C
Allied Sustainability and Environmental Consultants Group Limited Targets Set Well-below 2°C

Targets Set Well-below 2°C

5y)
o
>
o
o
—
c
Q0
U
Q
=
>
@
=
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67 Source: sciencebasedtargets.org (10 Nov 2021) www.cdp.net | @CDP



Practical steps &
Implementation Resources

t
Ms. Elim Kwok

Corporate Engagement
CDP



TCFD Checklist

Key steps in preparing your report

O Bring together your sustainability, governance, and
compliance teams to agree on roles.

O Integrate climate change into the governance process
with board buy-in, including audit and risk committees.

Q Adapt existing ERM and risk management processes
to account for climate risk: quantify risks, use scenario
analysis, and carry out stress testing

O Apply existing quality assurance and compliance
approaches used for finance, management, and
governance disclosure to climate-relate disclosure

O Use tools like CDP reporting and the CDSB Climate
Change Reporting Framework to collect and report
climate-related financial information.

SNCDP

DISCLOSURE INSIGHT ACTION

Examine the financial impact of climate risk with
respect to revenues, expenditures, assets, liabilities,
and capital.

Engage with investors to better understand the
information on climate-related financial risks they
consider relevant.

Prepare climate-related disclosure in the way you
would prepare an assured report, even if you are not
able to assure your climate reporting now.

Assess your business against various scenarios.

Consider how the structure of your annual report could
be modified to incorporate TCFD recommendations,
particularly in sections on risk; management
discussion and analysis (MD&A), and governance.



TCFD Checklist Q}‘CDP

What are the barriers to implementing the TCFD, and how can we overcome R 'NSIGHT ACTION
them?

« Look through the checklist and think about how your
organization could apply these steps into your organisation
and consider your current practices.

« What are the barriers your organization faces?

- How could your organization overcome of these barriers?

70
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TCFD Guidance

Guidance on Scenario Analysis

for Non-Financial Compa

Task Force on

Climate-related
Financial Disclosures
Guidance on Risk Management
Integration and Disclosure

~

TAGK FORCE oo
TCFD -
DASCLOMRES October 2020

Source

SN CDP

DISCLOSURE INSIGHT ACTION

Task Force on
Climate-related
Financial Disclosures

: www.fsb-tcfd.org



TCFD Knowledge Hub

TCFD Knowledge Hub

Find the resources you need to understand and implement the TCFD recommendations.

SN CDP

DISCLOSURE INSIGHT ACTION

www.tcfdhub.orqg

Start searching for resources below, or click here to learn about the TCFD recommendations. You can also

click on the four themes below for more detail on the recommendations.

Recommendation

Resource Type

Location

Industry Group

] B I

https://www.tcfdhub.org

Search the database

Article name & author

Directors’ Duties Regarding Climate Change in Japan
Author: Commonwealth Climate and Law Initiative
Industry Group: All Industry Groups

3 Read more

Home > Resources

619 articles ordered by Relevance w

Japan

;‘a Download resource

The Climate Risk L andscape
Author: LINFP Finance Initiative

H [

International

72


https://www.tcfdhub.org/resource/

Online Courses ;}CDP

learn.tcfdhub.o rg DISCLOSURE INSIGHT ACTION

TASK FORCE ON CLIMATE-RELATED

Introduction to climate-related disclosures - starting S Rsplbe it
your climate journey @ Dashboard Learning Hub

# Site home

[3 Private files

Understanding the recommendations of the TCFD

= My courses

Recent Y accessed courses

™= Climate-related
disclosure 101

Embedding climate change into financial
management - climate-related reporting for
accountants

™= Introduction to the
TCFD

= Climate change for
accountants

Introduction to climate-related discl... ~ Embedding climate change into fina...  Understanding the recommendatio...

Governance of climate-related risks and opportunities

My courses

An introduction to managing the financial risks from
climate change

7 Introduction to climate-related disclosures - starting the climate journey
™ Understanding the recommendations of the Task Force on Climate-related Financial Disclosures (TCFD)
7 Embedding climate change into financial management - climate-related reporting for accountants

All courses ...

Corporate reporting of climate and environmental
matters in the European Union




The Building Blocks Q}‘CDP

DISCLOSURE INSIGHT ACTION

CDP Technical Note on the TCFD

Disclosing in line with the TCFD's recommendations

Organisations with +
climate-related risks,

opportunities and
impacts

Generate clear

and well-structured Q‘CDP

information and data DISCLOSURE INSIGHT ACTION

The Building Blocks Full Report

) The building blocks
Disclose relevant

material information Climate

Connecting CDP data with the CDSB

N Framework to successfully fulfil the TCFD
N Disclosure o o

and data in the gtaméijards e {TTE— commendations

mainstream report o 00d Practice Handboo

Resulting in: Tcm
Efficient and investor-

useful, TCFD-aligned TASK FORCE ] ........ [ .......
. - CLIMATE-RELATED | COSB v SAse A 0 0 {ferrgee e e n s
mainstream disclosures FNANCIAL

TCFD Good Practice Handbook



https://www.cdsb.net/buildingblocks
https://www.cdsb.net/tcfd-good-practice-handbook

75

How to disclose as a company

N Annual disclosure cycle: Apr-Jul

N Visit CDP’s FAQs page

CDP

DISCLOSURE INSIGHT ACTION

N7 ¢

asked*guéstions
L

FAQs for companies

2021 scores will be released on December 7, 2021. From December 7, please log in to view your 2021 score(s) and
access your score report(s) on the Scores and Responses section of your corporate dashboard. Companies will also
receive an email. 2021 public responses are now available via the search and view responses page on the CDP
website.

The CDP request

1. Who is requesting my environmental data via CDP?

2. What information am | being_asked to disclose?

3. Why should | disclose via CDP?

4. | have not been requested to respond. Can | disclose through CDP?

5. What is the CDP Activity Classification System (CDP-ACS)_and how is it used to allocate sector-specific questions?



https://www.cdp.net/en/companies-discloser/how-to-disclose-as-a-company/faqs-for-companies

Quick Links to CDP Resources

SN'CDP

DISCLOSURE INSIGHT ACTION

e 2021 Questionnaires

« Climate Change « Other resources :
- Water Security - TCFD
« Forests « GHG Protocol
« 2021 Reporting Guidance « Carbon Pricing: CDP Disclosure Best Practice
« Climate Change « 2021 Investor Signatories
« Water Security « More Investor Case Studies
* Forests

« 2021 Scoring Methodology
 Climate Change

« Water Security

 Forests


https://guidance.cdp.net/en/tags?cid=18&ctype=theme&gettags=0&idtype=ThemeID&incchild=1&microsite=0&otype=Questionnaire&page=1&tgprompt=TG-124%2CTG-127%2CTG-125
https://guidance.cdp.net/en/tags?cid=20&ctype=theme&gettags=0&idtype=ThemeID&incchild=1&microsite=0&otype=Questionnaire&page=1&tgprompt=TG-124%2CTG-127%2CTG-125
https://guidance.cdp.net/en/tags?cid=19&ctype=theme&gettags=0&idtype=ThemeID&incchild=1&microsite=0&otype=Questionnaire&page=1&tgprompt=TG-124%2CTG-127%2CTG-125
https://guidance.cdp.net/en/tags?cid=18&ctype=theme&gettags=0&idtype=ThemeID&incchild=1&microsite=0&otype=Guidance&page=1&tgprompt=TG-124%2CTG-127%2CTG-125
https://guidance.cdp.net/en/tags?cid=20&ctype=theme&gettags=0&idtype=ThemeID&incchild=1&microsite=0&otype=Guidance&page=1&tgprompt=TG-124%2CTG-127%2CTG-125
https://guidance.cdp.net/en/tags?cid=19&ctype=theme&gettags=0&idtype=ThemeID&incchild=1&microsite=0&otype=Guidance&page=1&tgprompt=TG-124%2CTG-127%2CTG-125
https://guidance.cdp.net/en/tags?cid=18&ctype=theme&gettags=0&idtype=ThemeID&incchild=1&microsite=0&otype=ScoringMethodology&page=1&tags=TAG-605&tgprompt=TG-124%2C
https://guidance.cdp.net/en/tags?cid=20&ctype=theme&gettags=0&idtype=ThemeID&incchild=1&microsite=0&otype=ScoringMethodology&page=1&tags=TAG-607&tgprompt=TG-124%2C
https://guidance.cdp.net/en/tags?cid=19&ctype=theme&gettags=0&idtype=ThemeID&incchild=1&microsite=0&otype=ScoringMethodology&page=1&tags=TAG-609&tgprompt=TG-124%2C
https://www.fsb-tcfd.org/
https://ghgprotocol.org/sites/default/files/standards/ghg-protocol-revised.pdf
http://b8f65cb373b1b7b15feb-c70d8ead6ced550b4d987d7c03fcdd1d.r81.cf3.rackcdn.com/cms/guidance_docs/pdfs/000/001/567/original/CDP-technical-note-carbon-pricing.pdf?1523952114
https://www.cdp.net/en/investor/signatories-and-members?authority_type=Signatory&page=1&per_page=all
https://www.cdp.net/en/investor/investor-case-studies
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