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S Overview of this presentation

1. Context

2. Proposed strategy disclosures

Disclosures a) — d) including first time adoption provisions

» Key concepts t ‘ A 1
« Example disclosures . T .

Q+A as we go SN



Disclosure areas

Governance

Board oversight and management assessment of
climate-related issues

Risk Management

How an entity’s climate-related risks are identified,
assessed, and managed and how those
processes are integrated in existing risk

management processes

The impacts of climate-related risks and
opportunities on the entity’'s business model,
strategy and financial planning

Metrics and Targets

How an entity measures and manages its
climate-related risks and opportunities
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What we drew on:
Strategy

Publication dato: 03.14.2021
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This documant represants recommandations from the Technical ﬂnulms Wioeking Gvoun (TRWG) for consideration by the

Intornational Sustainabiity Standards Board (ISSB) for a cmata ol tandard. While the build on the
work of the on the TRWG, Wsdocun«nm»olms bpcuommnocouounou

organisations or the IFRS Foundation. ARer starting its wark, 10 ISSB is expectod to consult pudiicly on proposal

rolated disciosures standard informed by the TRWG's recommendations. The ISSE's work will be subjoct 10 mrns reu dation’s due

Final
Recommendations
and Recommended
Disclosures

2017 Report Climate-related Disclosures Prototype

Implementation
Guidance

2021 Implementation
Guidance (Annex)

Developed by the Technical Readiness
Working Group, chaired by the IFRS
Foundation, to provide recommendations to
the International Sustainability Standards
Board for consideration

Additional
Supporting Materials

»

2021 Guidance on

November 2021

2020 Guidance on
- Scenario Analysis for Metrics, Targets, and
:Non-Financial Companies: Transition Plans
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017 Scenario Analysis
echnical Supplement

—
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assets.bbhub.io/company/sites/60/2022/ ifrs.org/content/dam/ifrs/groups/trwag/trwQ-
02/TCFED-Strateqgy-Workshop.pdf climate-related-disclosures-prototype.pdf



https://assets.bbhub.io/company/sites/60/2022/02/TCFD-Strategy-Workshop.pdf
http://www.ifrs.org/content/dam/ifrs/groups/trwg/trwg-climate-related-disclosures-prototype.pdf

Strategy
Summary of proposed section

Objective
To enable primary users to understand the impacts of climate-related risks and opportunities on an

entity’s business model, strategy and financial planning over the short, medium, and long term,
including actual and potential financial impacts.

Disclosures
» Climate-related risks and opportunities
« The impacts including financial impacts, transition and adaptation plans

« The resilience of its business model and strategy to different climate-related scenarios (including, at
a minimum, a 1.5°C and a greater than 2°C scenario)

» The methodologies and assumptions relating to scenario analysis



Proposed section:
Strategy

Objective

To enable primary users to understand the impacts of climate-related risks and opportunities on an
entity’s business model, strategy and financial planning over the short, medium, and long term,
including actual and potential financial impacts.

How an entity has employed scenario analysis to evaluate the resilience of its business model and
strateqgy is a key factor in realising this objective. Such information is used to inform expectations
about the future performance of an entity.




Proposed section:
Strategy

Strategy disclosure a)

Description of the climate-related risks and opportunities it has identified over the short,
medium, and long term

Sub-disclosures include:

« How the entity defines short, medium and long term and how these definitions are linked to
strategic planning horizons and capital deployment plans

» A description of the time horizon over which each could reasonably be expected to have a financial
impact on the entity

« Whether the risks and opportunities identified are physical or transition in nature, and where
relevant, their sector and/or geography



Proposed section:
Strategy

Strategy disclosure a) — Relevant
first time adoption provisions

In the first climate
statement: no further
information required
by the standard.

v

« A description of the time horizon over which each could
reasonably be expected to have a financial impact on the
entity




What are climate-related risks and
opportunities?

Transition risks & opportunities

% Policy & regulatory
8l® Liability

QA Consumer preferences
@ Technology

I[I'.?A Market shifts

Physical risks & opportunities

% Intense rain and flooding
Increased risk of wildfire

.., Extended periods
s of drought

% Longer growing seasons

o Accelerating
J83a biodiversity loss



Example disclosures — Zespri

PHYSICAL RISKS TRANSITIONAL RISKS

Projected change in 2050

Risk
Rating

Meoderate {2°C) emissions scenario High {4°C) emissions scenario

Climate Variable Potential Impact 2°C »°C Risk Rating

e e Environmental regulation

Rising average temperatures may increase Under a moderate emissions scenario, the short-term
Average temperatures the risk of pests and pathogens becoming ~0.9°C ~11°C

established in primary growing regions

Under a high emissions scenaric environmental
regulation is rolled back to foster primary sector
growth in the face of climate daterioration.

financial impacts of regulation diminish over time and
are ultimately offset by reduced production costs and
enhanced market access
A rise in minimum spring temperature may
Minimum temperatures  prevent consistent bud-break and king flower ~1°C ~1.25°C
production in primary growing regions

Social licence to operate & consumer aversion to unsustainable products

Under a moderate emissions scenario, the short-term . - . .
Under the high emissions scenario social licence

steadily erodes over the short to medium term to High
become a substantial problem.

A rise in summer maximum temperatures may
. s
Maximum temperatures increase energy costs in post-harvest sorting ~1"C Moderate
and distribution centres.

financial impacts of regulation diminish over time and
are ultimately offset by reduced production costs and
enhanced market access

Number of hot days An increase in the number of hot days in ~75% ~95%

{>25°C) primary growing regions may increase the risk increase increase Moderate Figure 6. Zespri’s priority transitional risks & potential impacts.
of heat stress among orchard workers

Kiwifruit vine water demand may increase
s Substantial regional and

. Moderate
SEJSOHJ[ wvariation

Average Rainfall with rising temperatures, impeding on fruit
development in water-deprived areas.

An increase in the severity and frequency of
Drought droughts, especially in already dry areas, may 100mm increase in PED? Moderate
impede on fruit development.

An increase in the number of dry days may
marginally alter the risk of drought and water 0-5% Increase in dry days Low
stress in primary growing areas.

Number of dry days
{<Imm / day rainfall)

An increase in extreme rainfall events may

. marginally alter the risk of harvest losses, 0-5% increase in the magnitude
Extreme rainfall events ) R . Low
soil erosion, flood damage and diminish soil of a 99th percentile rainfall event
productivity.
Ani ‘ ind d 0-2.5% increase in the magnitude
Extreme wind speeds Ml INCTEAse (N extremes wWind speeds may see of a 99th percentile daily mean Low

more wind damaged fruit on the vine. :
wind speed

Figure 5. Zespri physical climate risk scenario analysis and risk ratings for New Zealand growing regions

Zespri-Climate-Risk-Opportunities-(TCFD)-Report.pdf



https://www.zespri.com/content/dam/zespri/nz/sustainability/Zespri-Climate-Risk-Opportunities-(TCFD)-Report.pdf#:~:text=The%20risk%20mitigations%20and%20controls%20currently%20in%20place,integrating%20sustainability%20into%20business%20strategic%20and%20planning%20processes%3B

Example disclosures — Zespri

PHYSICAL

OPPORTUNITIES

Warmer temperatures and longer growing seasons
in some regions may result in higher quality fruit
{e.g. increased dry matter) and yield

Warmer temperatures may make existing sites with
sub-optimal growing conditions {e.g. colder) more
favourable and alternative growing locations may
become more suited to production.

TRANSITIONAL

OPPORTUNITIES

Consumers, the public, politicians, regulators and
investors are increasingly expecting business to

play its part in reducing the impact on the climate

The kiwifruit industry will need to work together to
address the challenges as economies around the
world decarbonise. While this includes increasing
climate regulations, there will also be opportunities as

consumer preferences for healthy, low impact products
increases

For exa“nplis emerging in Zespri’s
global markets and will start to set the standards that
New Zealand exporters are expected to meet. Such
labelling will provide consumers with information about
the level of product embodied carbon emissions. It

could also provide consumers with transparency to
make informed shopping decisions

By taking a leadership approach in its response to
climate change, by continuing to embed sustainability
as a core part of its business, there is an opportunity for
Zespri to continue to build a brand that is recognisable
for what it stands for as much as for the quality of its
fruit.
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Proposed section:
Strategy

Strategy disclosure b)

Description of the impact of climate-related risks and opportunities on its business
model, strategy and financial planning

Sub-disclosures include:

« A description of the business model and strategy

Actual impacts on business model, strategy and financial planning

Actual financial impacts on financial position, financial performance and cash flows

How climate-related risks and opportunities serve as an input to financial planning

Transition and adaptation plan aspects of its strategy



Proposed section:
Strategy

Strategy disclosure b) — Relevant
first time adoption provisions

In the first climate
statement: disclose
qualitative information
only in relation to both
actual and potential
financial impacts.

\ 4

From the second
climate statement
onwards: disclose

« Actual financial impacts on financial position, financial quantitative
information.
performance and cash flows

\ 4

In the first climate
statement: disclose
progress towards
developing a transition
plan.

* Transition plan aspects of its strategy e e ne ]

climate statement
onwards: disclose the
transition plan.

\ 4




Proposed section:
Strategy

Strategy disclosure b) — Relevant
first time adoption provisions

In the first two
climate statements:
disclose progress
towards developing an
adaptation plan.

From the third
climate statement
onwards: disclose the
adaptation plan.

A 4

adaptation plan aspects of its strategy




What are impacts and financial

impacts?

financial impacts

The effects of climate-related risks and opportunities materialising on the entity, which
will in turn depend on the impacts of climate change on the broader socioeconomic
and ecological systems the entity operates within. These impacts are driven by the
specific climate-related risks and opportunities to which the entity is exposed, and its
strateqgic and risk management decisions on seizing those opportunities and managing

those risks.

The translation of impacts into actual or potential impacts on financial position and/or
financial performance and cash flows.




Example disclosures — Meridian
Energy

R Extreme rainfall in pD; ’
Risk drivers G hydro catchments RISk

iz
Type | Physical I ’Physical'
Scale Medium
Likelihood About as likely as not

‘Time horizon’

Timeframe Long-term (30 years)
Increasing intensity of extreme rainfall events in /f ’
Impacts hydro catchments. Im paCtS

Increass in intensity of extreme rainfall events

may require the lowering of dam water levels ! Fi n a n Cia I i m pa CtS'

Financial implications (reducing assets' generating copacity) and/for th
strangthening of dam structures.
Cuantification =57 to-511 million per annum

Estimated potential financial impact is an
annualised figure over a 30 year time horizon of
astimated civil construction costs and negative

Methodology .
9y revenue impacts.

Frobable Maximum Flocd values are reviewed
oncea every ten years to incorporate climate

Management response change, or more frequently if warranted
circumstances arise.

meridianenergy.co.nz/assets/Sustainability/FY21-Meridian-
Climate-Change-Disclosure-Report-TCFD-FINAL.pdf



https://www.meridianenergy.co.nz/assets/Sustainability/FY21-Meridian-Climate-Change-Disclosure-Report-TCFD-FINAL.pdf

What are transition and adaptation
plans?

Overall Business
Strategy

Adaptation

plan

(Adapted from TCFD guidance)



Example disclosures — Nestlé
transition plan

NESTLE’S NET f{Z:3] ROADMAP

Our path to | Moving faster | Scaling up Delivering our promise

.

regeneratlon We're excited to hit the soil running. We're accelerating our work in manufacturing, Further down the greener path, we will Advanced agricultural techniques will deliver
packaging and carbon-neutral brands. We're also investing CHF 1.2 billion to help invest in new technologies and fundamental a regenerative food system at scale, supported by

for futu re spark regenerative agriculture across our supply chain, as part of a total investment changes to our products and businesses zero emission logistics and company operations.

2 of CHF 3.2 billion by 2025. around the globe. We will balance any remaining emissions through

generatlons high-quality natural climate solutions that benefit

people and the planet.
Solving the problem means Our milestones

identifying the problem. We found 100% Switch our 100% certified 100% Use more Source 50% of
PESe sepiited 22 Milion tahnes b deforestation global car sustainable renewable renewable key ingredients
greenhouse gas emissions in 2018*. free for primary fleet to lower palm oil by electricity in thermal through
Now we know the extent, we know supply chains** emission options 2023 all our sites energy in our regenerative
the road ahead. by 2022 by 2022 by 2025 manufacturing agricultural
wese 113 milbon Source methods by
) in 2018, 100% of our 100% certified 20% of key o Cut virgin Plant 200 2030
pe af our UN packaging sustainable ingredients plastic in our million trees
recyclable or cocoa and through packaging by by 2030
reusable by coffee by 2025 regenerative a third by 2025
Compames and their emissions 2025 agricullural
grow over time. That's why we're Nestlé Waters methods by
promising to be net zero based on Plant 20 million becomes 2025
our 2018 baseline, no matter how trees a year carbon neutral
much our company grows. by 2025

=== Path to zero emissions by 2050 S : »
Business as usual

By 2025, we
will reduce our
Emissions by operation issions 2030, we
(million tonnes of COze, 2018) SEVISES by 20% wi“B!wuce'ouf
65.6 Sourcing our ingredients emissions w 50%

7.0 Manufacturing our products

11.0 Packaging our products

7.5 Managing logistics

0.8 Travel and employee commuting **Scope: Direct supplies of palm oil, pulp and paper, soya, meat and sugar.

2018 2021
| |

estle-net-zero-roadmap-en.p



https://www.nestle.com/sites/default/files/2020-12/nestle-net-zero-roadmap-en.pdf
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Proposed section:
Strategy

Strategy disclosure c)

Description of the resilience of its business model and strategy to different climate-
related scenarios

Sub-disclosures include:

» Potential impacts on business model and strategy

« How its business model and strategy might change to address those

« Potential financial impacts on financial position, financial performance and cash flows

« Description of scenario analysis undertaken, using at least a 1.5°C and a greater than 2°C scenario



Proposed section:
Strategy

Strategy disclosure c) — Relevant
first time adoption provisions

Sub-disclosures include:

In the first climate
statement: disclose
qualitative information
only in relation to both

> actual and potential
» Potential financial impacts on financial impacts.
financial position, financial
performance and cash flows From the second

climate statement
onwards: disclose
gquantitative
information.



Scenario analysis is a tool to
enhance strategic thinking

Plausible future
scenario 1

/.

Plausible future
PAST scenario 3

SHORT TERM

Plausible future

MEDIUM TERM scenario 2

LONG TERM



Parallel work to encourage
starting on scenario analysis at
the sector level

m Climate
warming
Same

assumptions,
pathways and

Different
assumptions,
pathways and

Individual
translation of

Socioeconomic
Pathways, GDP,

meta demographics - projections Vs projections
scenarios/ selected with each selected and
projections/ Global entity interpreting en.tltles are able to
pathways Emissions them differently interpret them
PR similarly

New Zealand
projections/

{

This translation from the ‘meta’ level down

Unclear what I arieid ' )
to an individual entity level can feel like a

sectoral peers

aCr;SEother —_ ? «— ? <_,? —» significant distance to travel. Sectoral —
assuiﬁrr]e | collaboration can help to ensure this
E translation is done in a consistent way and

to a high degree of quality.

Entity
scenario
analysis

Entity
scenario

scenario
analysis

Disclosure Disclosure

Disclosure

Climate
warming

Socioeconomic

Sectoral

@ Pathways, GDP, translation of
demographics meta
scenarios/
Global projections/
pathways

s Emissions
=== pathways

New Zealand
projections/
pathways

scenario
analysis

scenario
analysis

Disclosure Disclosure

Disclosure



Shared architecture and

assumptions: Indicative only

Global development, IPCC SSP
emissions pathways
Global Energy IEA SCENARIO IEA SCENARIO
NZ Physical and NZ PROJECTIONS + NZ PROJECTIONS +
transitionimpacts CCC SCENARIOS CCC SCENARIOS
i SECTOR-SPECIFIC SECTOR-SPECIFIC
NZ Sector-specificfactors e A
: . ) CRE
Entity-specific analysis SCENARIOS

‘TOO LITTLE TOO LATE' architecture ‘HOTHOUSE WORLD’ architecture

Glo.balldevelopment, TrnaTT
emissions pathways
NZ Physical and NZ PROJECTIONS +
transitionimpacts CCC SCENARIOS

~ pys SECTOR-SPECIFIC
NZ Sector-specific factors

. = , CRE
Entity-specific analysis SCENARIOS

® OB @ ®

=

CRE
SCENARIOS

5 @ O @ ®

Figure 9: Coherent sets of projections, pathways and global scenarios canform a shared architecture for sectoral scenarios.
These provide high-level data which are plausible, coherent and can be used to paint a picture of the world an entity might find
itself in. Sectors can use these data to set out the boundaries of their own scenarios, or sense-check any guantification or
modelling at sector-scale they may choose to commission.



Update: Indicative status of
various sectors’ scenario work

SECTOR

Mrine T I I
Generalnsurance I ——

Tourism

Planning Stakeholder engagement Analysis underway | Scenarios complete

Banking

Materials & buildings

Energy
Agriculture
Transport

Fund Managers & CFls

Health care, health & life insurance

Information media & telecoms

HR, education and retail



Concerns about disclosing
confidential information

Strategy c): Concerns about Disclosing Confidential Information

The Task Force has heard from preparers over the years that one of the top concerns related to the
Strategy recommendation is disclosing scenario analysis assumptions, as such assumptions may
include confidential business information

Companies’ concern about disclosing certain confidential information related to their scenario analysis
assumptions or resilience of their strategies was addressed in the 2020 status report.t

When evaluating whether particular aspects of a company’s intended disclosure around scenario analysis
assumptions or the resilience of its strategy contain confidential business information, the company should
consider the following:

* whether the information provides the company with an economic benefit that translates into a competitive
advantage because the information is unknown to its competitors

* whether making such information public may cause a considerable economic loss for the company.

In situations where a company is not certain information related to its scenario analysis assumptions or the
resilience of its strategy contains confidential business information, the Task Force encourages the company to
consider a stepwise approach to disclosure — rather than decide not to disclose. For example, a company might
start by disclosing broader, qualitative information and move to more specific, quantitative data and information
over time.

1. This topic was also covered in the Guidance on Scenario Analysis for Non-Financial Companies

Sources TASK FORCE v
TCFD, 2019 Status Report, 2019, p.49. thAAﬁ-(EIIS/&EELATED
TCFD, 2020 Status Report, 2020 DISCLOSURES

TCFD, Guidance on Scenario Analysis for Non-Financial Companies, 2020

29
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Proposed section:
Strategy

Strategy disclosure d)

The methodologies and assumptions underlying the climate-related scenarios used,
and the scenario analysis process employed

Sub-disclosures include:

 Brief description of each scenario narrative
« Description of various pathways in each scenario and key assumptions
« Sources of data used to construct each scenario

» (Governance processes used to oversee and manage the scenario analysis process, including the
role of board and management
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Qver 10 you...

We are keen to hear your feedback and this can be provided

formally and informally. To help you wrap your head around the
information in this consultation document, we're

hosting a series of Deep Dive events between
https:/www.xrb.govt.nz/standards/climate-related-disclosures/consultation-and- 28 March — 1 April. Register to attend here

engagement/strategy-and-targets-and-metrics

The full consultation document can be found here:

To provide feedback you can:

Climate@xrb.govt.nz

www.xrb.govt.nz LinkedIn page

The consultation closes 13 April 2022


https://www.xrb.govt.nz/standards/climate-related-disclosures/consultation-and-engagement/strategy-and-targets-and-metrics

