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Consultation sessions

Climate-related Disclosures
Strategy, Metrics & Targets

Deep dive series

Strategy
+ for listed debt and equity issuers, 28 March, 12.30pm link to recording )
« for financial sector entities, 29 March, 12.30pm link to recording Today’s Session

Metrics and Targets
» for listed debt and equity issuers, 31 March, 12.30pm
« | for financial sector entities, 1 April, 12.30pm |



https://www.youtube.com/watch?v=mUgP_2zVCco
https://www.youtube.com/watch?v=P91_tmgVkC0
https://xrb.govt.nz/events/

Outline for this session

[,

Overview of framework

Proposed metrics and targets disclosures

Cross-industry metrics
Industry-specific metrics
Targets

Greenhouse gas emissions

Assurance

Questions after each section




Who is required to report
and by when?

Large listed issuers

Large financial entities

Large listed debt or Registered Licensed o
- : Credit unions
equity issuers banks insurers
Managers of Some Crown
Building registered financial
societies investment institutions
SchemeS (via letters of

expectation)

Large listed debt or equity issuers = market capitalisation of over $60 million

Climate reporting
entities must exceed
the threshold of ‘large’ for
the previous two
accounting periods to
be considered
climate reporting entities.

Large financial entities = NZ $1 billion assets/total assets under management (or for insurers NZ $250 million annual gross premium

revenue)



Example timeframe for a 1 April
to 31 March reporting entity

o December 2022 o 31 March 2024 o 31 March 2025

XRB issues climate standards . First climate statement : Second climate statement
: (filed no later than 4 months afterentity  : (filed no later than 4 months after entity
balance date) . balance date). Assurance is required
over GHG emissions disclosures for
this statement.

‘ ‘

27 October 2024: Mandatory
assurance requirements begin

First reporting year begins Second reporting year begins

o 1 April 2023 © 1 April 2024




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

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

Metrics and Targets

How an entity measures and manages its
climate-related risks and opportunities




Metrics and Targets
Summary of proposed section

Objective

To enable users to understand how an entity measures and manages its climate-related risks and
opportunities.

Disclosures

Metrics
« Cross-industry metrics including GHG emissions (gross scopes 1, 2, and 3 (value chain))
* Industry-metrics and/or entity-specific metrics used

Targets
« Targets used and performance against targets

Methodologies and assumptions
» Methodologies and assumptions used in calculations
« Significant estimation uncertainties



Metrics and Targets
What we drew on

TCFD
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Final
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Corporate Value Chain
(Scope 3) Accounting
and Reporting Standard
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http://www.ifrs.org/content/dam/ifrs/groups/trwg/trwg-climate-related-disclosures-prototype.pdf
https://assets.bbhub.io/company/sites/60/2022/02/Metrics-and-Targets-Workshop.pdf
https://ghgprotocol.org/standards
https://www.iso.org/standard/66453.html
https://www.globalreporting.org/standards/

Metrics and Targets
Summary of proposed section

Cross-industry metrics categories

» GHG emissions intensity — (metric per tCO,€)

- Transition risks — assets or business activities vulnerable (S or %)

- Physical risks — assets or business activities vulnerable ($ or %)

- Climate-related opportunities — revenue, assets or business activities (S or %)
- Capital deployment - capital expenditure, financing or investment (S)

« Internal emissions price - ($ per tCO,e)

« Remuneration — management remuneration linked (% or weighting or description or $)



Metrics should be consistent
over time

Informed by:
i I an .
C.Ilmate Tod e - Forward looking
high-level
climate strategy
Climate-related Climate-related Climate-related
metrics metrics metrics
Targets

Scenario #1,2 3
Projections
Transition Plan
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Example GHG intensity metric - Barclays

Our clients’ activity

Financed emissions - Power Fuel mix = Power
Emissions intensity KgCO ,/MWh %

“Power portfolio emissions =

intensity will reduce by - ~_ | ) z
30% by 2025, on the way - = =

to alignment with our e

benchmark by 2035” - e
: .:..,

2m0 2025 2030 2005 2040 W rerewanke

e [EA D% Barchmarc OECD SR BarciaysDec202D 2020 Benchmark OECT S

Our methodology and the data on which it drews are continuously improving; any changes to metrics as a result of methodology changes or new information that kead to
matenially different cutcomes may result in metrics being restated. As company disclosures continue to improve, we are hopeful that this data will become sufficiently robust
to play a much greater role in the ulation of BlueTrack™ metrics

waports world-erengy-outiook-2013

Source: Barclays PLC, ESG Report 2020
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https://home.barclays/content/dam/home-barclays/documents/investor-relations/reports-and-events/annual-reports/2020/Barclays-PLC-2020-ESG-Report-2020.pdf

Example transition risks metric — ING

Upstream oil & gas

Upstream oil & gas

"OU’[Standing— UpStI‘eam O|| and gaS Outstandings in scope £€3.6 billion
€3.6 billion.”

Figure 6 Upstream Oil & Gas Financing Reduction Pathway

Upstream Oil & Gas ING vs. NZE2050
Absolute Financing Trend Reduction Pathway -3.6%
=
= I
5 . i < 5DS Trajectory
c ey, Tew
2 Teel e NZE2050 Trajectory
S 200 36% e —e— ING Portfolio
1000 >33 . ® NG Target
' 69%
0
80 D & o I
EE P . R A

Source: ING, Terra progress report, 2021
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file:///C:/Users/JudyRyan/Downloads/2021-ING-Climate-Report.pdf

Example physical risks metric — ERAFP

EXPOSURE TO PHYSICAL RISKS [% OF ASSETS)

Source — Trucast, 30 November 2020

%
8. 2% BL.E%
Bl + The risk score is less
" , . % tham or equal to 20
llow risk] for 83.2% of
ERAFP’s glo‘bal.aggregate po.rtfo’l’lo o o) o B2 2%
scores 11.9, indicating a low risk. aggregate portfolio
. This is higher than the
s low-risk proportion of
A% the benchmark [81.6%].
+ The risk score is less
% than or equal to 40
Ihigh risk] for 1.0% of
0% 15.5% 17.0% the value of the global
) aggregate portfolio. This
o s lower than the high-
0 1.0% 1.5 risk proportion of the
Lowe risk [0-201 Moderate risk [21-40] High risk [41-100] benchmark [1.5%].
® Global Benchmark
aggregate partfolio imdex

Source: ERAFP, Public Report 2020
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https://www.rafp.fr/sites/default/files/2021-10/rafp-ra-2020-uk-web-v2.pdf

Example climate-related opportunities metric - Nordea

Green Bond Assets — breakdown by subcategory

m Electric Ferries
100%

m Electric Cars

Investor presentation includes
percentage breakdown of Green 80%
Bond Assets by sub-category

m Electric trains

Energy Efficiency

Waste-to-energy

40% Water and waste water

management

m Certified green buildings
20%

Solar

0% m Hydro power

Green Bond Asset Portfolio

m'Wind power

Source: Nordea, Green bond investor presentation, 2021 14



https://www.nordea.com/en/doc/nordea-green-bond-investor-presentation-2021.pdf

Progress Toward Goldman Sachs entered 2020 with a new target to deploy $750 billion in sustainable financing,

$750 Billion by 2030 investing and advisory activity by the beginning of 2030. Over the course of the year, we
exceeded our expectations by contributing $156 billion in such activity. By 2030, we expect
climate transition to account for $600 billion of our overall commitment.

“Over the course of the year,
we exceeded our expectations

by contributing $156 billionin | e 4 W

Inclusive

such activity” Growth

$93B

Multi-Theme Climate
Transition

Source: Goldman Sachs, 2020 Sustainability Report,
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https://www.goldmansachs.com/our-commitments/sustainability/sustainable-finance/documents/reports/2020-sustainability-report.pdf?source=website

Example carbon pricing metric — Aker BP

“Covering over 60% of companies in our five sectors,
the bottom-up assessment assumed carbon price
increase to USD 75/t CO2e, holding the financials of
our customers constant.”

Source: DBS Bank, Sustainability Report 2020
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https://www.dbs.com/iwov-resources/images/sustainability/reporting/pdf/DBS%20Sustainability%20Report%202020.pdf?pid=sg-group-pweb-sustainability-pdf-dbs-sustainability-report-2020

Example remuneration metric - Barclays =

“The decision was to include a standalone Climate
measure within the [Long-Term Incentive Plan (LTIP)],
providing clear alignment between the LTIP outcome,
up to a maximum of 10%, and progress towards our
targets which will help us to become net zero by
2050."

Chimats 10%

Source: Barclays PLC, Annual Report 2020



https://home.barclays/content/dam/home-barclays/documents/investor-relations/reports-and-events/annual-reports/2020/Barclays-PLC-Annual-Report-2020.pdf
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Metrics and Targets
Summary of proposed section

Industry- and entity-specific metrics

» Must disclose industry-specific metrics used

* Any other key performance indicators used

19
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Asset managers » Describe metrics used to assess climate-related risks and opportunities in each product
or investment strategy

*  Provide metrics considered in investment decisions and monitoring

» Describe the extent to which their assets under management and products and
investment strategies are aligned with a 1.5 degree scenario

Asset owners « Describe metrics used to assess climate-related risks and opportunities in each fund or
investment strategy
»  Provide metrics considered in investment decisions and monitoring
» Describe the extent to which assets they own and their funds and investment strategies
are aligned with a 1.5 degree scenario
Banks »  Credit exposure, equity and debt holdings, or trading positions, broken down by: industry,
geography, credit quality and average tenor
« Amount and percentage of carbon-related assets relative to total assets
«  Amount of lending and other financing connected with climate-related opportunities
» Describe the extent to which their lending and other financial intermediary business
activities are aligned with a 1.5 degree scenario
Insurance » Aggregated risk exposure to weather-related catastrophes of their property business by
relevant jurisdiction
» Describe the extent to which their insurance underwriting activities are aligned with a 1.5
degree scenario




Differentiating scenario analysis
from portfolio alignment

Figure C1

Exploratory versus Normative Scenarios

Exploratory Scenarios

Different pathways leading
to different plausible futures

Scenario analysis

Normative Scenarios

Preferred

Future

Reaching a targeted future by back-casting
to understand the pathway

Portfolio alighnment

21
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Metrics and Targets
Summary of proposed section

The targets used to manage climate-related risks and opportunities and performance

against targets

Sub-disclosures include:

* Whether the target is absolute or intensity based

» Whether the target is science-based and if so, whether it has been validated by a third party
» Timeframe of the target, any interim targets and the base year

» Description of performance against targets

23
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Transition risks
assets or business activities vulnerable (S or %)

Physical risks
assets or business activities vulnerable (S or %)

Climate-related opportunities

revenue, assets or business activities (S or %)

Capital Deployment
capital expenditure, financing or investment (S)

Internal emissions price
(S per tCO2e)

Remuneration
management remuneration linked (% or weighting or
description or S)

Example climate-related target

Reduce percentage of asset value exposed to transition
risks by 30% by 2030, relative to a 2019 baseline

Ensure at least 60% of flood-exposed assets have risk
mitigation in place in line with the 2060 projected 100-year
floodplain

Increase net installed renewable capacity so that
it comprises 85% of total capacity by 2035

Lend at least 10% of portfolio to projects focused
primarily on physical climate-related risk mitigation

Increase internal carbon price to $150 by 2030
to reflect potential changes in policy

Increase amount of executive management
remuneration impacted by climate considerations
to 10% by 2025

24
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Metrics and Targets
Summary of proposed section

The methodologies and assumptions used to calculate its metrics and targets

Sub-disclosures include:

» Description of methodologies and assumptions, including significant assumptions made and
limitations of those methods

+ Identify metrics that have significant estimation uncertainty, including the factors affecting the
uncertainties

26
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Metrics and Targets
Summary of proposed section

Greenhouse gas (GHG) emissions: gross scope 1, scope 2, scope 3 (value chain)
emissions in metric tonnes of CO2e

Defined term

gross emissions The total of emissions excluding any purchase, sale or transfer of GHG
emission offsets or allowances. Gross scope 2 emissions must be
calculated using the location-based methodology. Removals should be
reported separately.

28



Emissions scopes

Scope 2 Scope 1
Indirect Direct

Scope 3

Scope 3
Indirect Indirect
Purchased NNEEN AR
goods & Byt % a Transportation
services - urchase: ‘ D & distribution
TéT : : i

Company vehicles

Upstream

Downstream

[ ]
°
°
.

{
.
®
[ ]
L ]
°
°
.
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Scope 3 matters

Disclosed emissions
by scope (metric tons CO.e)

To see the financed emissions of those that report
Each bar represents the emissions of one Fl Here the scale goes from 0 to 20m for their portfolio the scale must increase to 200m tona
| Il |
O Smi 10 15mm 201 S0m 100 150rm 200

25% of Fls reported
financed emissions

i Financed emissions
; over 700x larger than
L operational emissions*

Source: CDP Financial Services Disclosure Report 2020

* Only 25% of disclosing financial institutions report financed emissions. For those 25% on average, reported financed emissions are over 700x larger
than reported operational emissions.
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https://cdn.cdp.net/cdp-production/cms/reports/documents/000/005/741/original/CDP-Financial-Services-Disclosure-Report-2020.pdf?1619537981

Metrics and Targets
Summary of proposed section

Greenhouse gas (GHG) emissions: gross scope 1, scope 2, scope 3 (value chain)

emissions in metric tonnes of CO2e

» Gross scope 1, 2 and 3 GHG emissions

+ a statement describing the standards, protocols, and methodologies that the entity’'s GHG
emissions report has been prepared in accordance with

« Additional requirements for the disclosure of GHG emissions (e.g., consolidation approach, GWP,
source of emission factors)

* Requirement to prepare a GHG emissions report and provide a link/cross reference to this report

+ Confirmation that GHG disclosures have been drawn from the GHG emissions report

31



Metrics and Targets
Defined term

GHG emissions The report from which GHG disclosure data is extracted for the climate

report statement. This contains all the details required by the recognised
standards or methodologies (basis of preparation) used to calculate
emissions.

Measuring Emissions: A Guide
for Organisations

Greenhouse Gas Inventory

‘Contact Enesgy L9

e

Aot b, Ko B, o f Sttty

MFE example Auckland Airport Contact Energy

Meridian Energy Mainfreight Synlait Z Energy
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https://environment.govt.nz/assets/Publications/Files/example-ghg-report.pdf
https://corporate.aucklandairport.co.nz/-/media/Files/Corporate/Annual-Report-2021/AIA---2021-Greenhouse-Gas-Emissions-Inventory-Report.ashx
https://contact.co.nz/-/media/contact/pdfs/about-us/sustainability/greenhouse-gas-inventory-fy21.ashx
https://www.meridianenergy.co.nz/assets/Sustainability/MER0137-GHG-Inventory-Report-2021-12_0.pdf
https://www.mainfreight.com/getmedia/36644348-ebea-4096-973e-749cd7bcffea/GHG-Report-2020-V1.pdf
https://www.synlait.com/wp-content/uploads/2021/12/Synlait_GHG-Inventory-Report-2021_FINAL.pdf
https://z.co.nz/assets/Uploads/Z-Energy-FY21-Greenhouse-Gas-Inventory-Report.pdf

Assurance
Proposed minimum level

‘Reasonable

\_

O )

Limited assurance

*This is a lower level of
assurance compared to
reasonable

+Framed as a negative
conclusion, i.e., “Nothing
came to our attention...”

assurance

*This is the highest level
of assurance

*Framed as a positive
conclusion

Entities can obtain
reasonable assurance
over some, or all, of

their GHG emissions
disclosures, or any
other disclosures, if
they wish
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Over to you..

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

The full consultation document can be found here:
https://www.xrb.govt.nz/standards/climate-related-disclosures/consultation-and-
engagement/strategy-and-targets-and-metrics

To provide feedback you can:

Climate@xrb.govt.nz www.xrb.govt.nz

The consultation closes 2 May 2022

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

About one third of organisations
currently report GHG emissions GHG report location (n=237)

* Disclosures were usually a summary
statement

* Little/no information about assumptions

Toitl only
14
6%
Other
6
3%

No Annual
Report located
10

4%
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In our review only half who

were reportm
Most reporting is

Scope 3

* Typical partial Scope 3 is business travel and

waste

2

got assurance
r Scope 1, 2 and partial

Assurance level (n=75)

Limited
a4

5%

Reasonable
27
36%

Mixed

3%

No assurance
38
51%
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Reasonable assurance engagements were spread across
the SCO pes Scopes reported and level of assurance

Number of reports
0 10 20 30 40 50 60

Mot specified

1&2only .

Scope of reportings

1, 2 & 3 value chain .

m Reasonable m Limited Mixed Verified No audit
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