How are your climate change
disclosures revealing the true risks &
opportunities of your business?

EY Global Climate Risk Disclosure Barometer (TCFD)

The better the question. The better the answer.
The better the world works.



EY investor survey- Climate risk is one of the most emphasized ESG aspects, with a
significant increase from last year

How would the following disclosures about a prospective investment affect your investment decision?

Risk or history of poor governance practices

Risks in supply chain tied to ESG factors

Risk or history of poor human rights practices

2018

Risk from climate change

8% 71%

Risk from resource scarcity (e.g., water)
Risk or history of poor environmental performance

Limited verification of ESG-related data and claims

Absence of a direct link between ESG initiatives
and business strategy

11%

Rule out immediately

12% 75%
15% 76% 9%
20% 63% 17%
12% 59% 29%

B Reconsider B No change




Task Force on Climate-related Financial Disclosures (TCFD) is a framework for better
understanding, management and reporting of climate risk

833+ 340 investors with nearly 36 gﬁgtral banks and supervisors

companies and organizations committed $34 t in AUM are asking companies to governments
to support TCFD n ® report under TCFD support TCFD

Who is the TCFD? Why was the TCFD formed? Reports

Formed in December 2015 by Mark In order for investors, lenders, insurers and other financial In June 2017, the Task Force released its

Carney, the Chair of the Financial Stability stakeholders to build climate-related risks into their Recommendations Report as well as an

Board (FSB) and Governor of the Bank of decisions, corporations need to provide relevant implementation guideline on how to adopt these
England. information. recommendations and a technical supplement on
the application of applying scenario analysis for

TCFD is an international industry-led The G20 finance ministers and Central Bank governors ) ) i
climate risks assessment and disclosures.

group examining climate change in a asked the Financial Stability Board (FSB) to review how
financial stability context. the financial sector can best take account of climate-
related issues.
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The TCFD recommendations cover four main areas relevant to organizations across

sectors and regions

Risk management

Metrics and
targets

Source: Final Report: Recommendations of the Task Force on Climate-related Financial Disclosures (June 2017), pp. v, 13-14

. Governance

The organizations governance around climate-related risks and
opportunities, including board and management involvement

0 Strategy

The actual and potential impacts of climate-related risks and
opportunities on the organizations business, strategy and financial
planning

. Risk management

The processes used to identify, assess and manage climate-related risks,
and how this is linked to broader risk assessment

‘ Metrics and targets

The metrics, targets and indicators used to assess and manage
risks and opportunities
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Snapshot of disclosures according to the
TCFED recommendations

560+ companies across sectors

18 countries

Assessment in terms of quality and
coverage of climate risk disclosures

2\



Building a better
working world







Overall results

Financial sectors

Governance
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Overall
results

Breakdown by TCFD component

Strategy

Risk management

Nonfinancial sectors

Targets and metrics

EY



Overall results by sector
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* Owerall scoring results do not include companies from within these non-key TCFD sectors
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Key Findings:

Coverage
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Most companies are lacking high quality disclosures
aligned to the TCFD recommendations

» Across each of the TCFD elements, companies reported better on
“targets” and “metrics” and “governance.”

» Disclosures relating to “strategy” and “risk management” were the
least developed.

of investors indicated that the climate change risk would cause them to rule out an investment immediately
(up from 8% in 2017)
— EY investors survey




Key Findings: Quality of disclosures

Quality of climate change disclosures varies
significantly across different countries

» Best-performing countries have some level of regulation or
government support for the TCFD recommendations.

» Coverage scores for companies from markets where climate change
disclosures are relatively mature.

Investors continue to tell that climate change is one of the most material issues identified by reporters.

— EY investors survey
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Key Findings: Physical and transition risk

Quality of climate change disclosures varies
significantly across different countries

» Many companies identified transition risks that either directly
impact their sector or the supply chains they rely upon.

» The physical risks are not only overlooked in valuation models, but
often completely omitted from forward-looking strategic and risk
management disclosures.

of investors pay a fair amount or a great deal of time and attention to physical risks

of investors pay a fair amount or a great deal of time and attention to transitional risks

— EY investors survey
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Key Findings: Incorporation within “financial filings”

Content and sources of disclosures have not yet been
incorporated within “financial filings”

» The element of disclosures to be made in financial filings is yet to be
widely implemented.

» Some companies included disclosures within the annual report

» Overwhelming majority reported within either nonfinancial reports
or Carbon Disclosure Project (CDP) reporting.
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Building a better
working world




What is next?

Climate risks compared to
traditional business risks:

* more complex

e longer-term in nature

This has contributed to:

= Lack of understanding

= Lack of impact
measurement
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What type of climate risks
Is my business exposed
to in the long run?

Are the international
climate policies and
national commitments
integrated into my
business strategy,
supply chain or sourcing
strategy?

What are my
stakeholders’
expectations in terms of
climate footprint and
carbon
Performance?

Are some of my products
or activities at risk
regarding the 2°C road
map? How can | turn this
into a competitive
advantage?




Thank you
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