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1. Introduction

This guide is part of the Transition Risk Analysis Support Toolkit developed as part of the South
Africa-UK PACT supported project: Aligning South Africa's climate-related financial disclosure with
global best practice. For an overview of the toolkit and a description of its other components
please see Introduction to the Transition Risk Analysis Support Toolkit available from
www.dnaeconomics.com/pages/sa_climate disclosure/. This document, and other project
outputs, are also available at this address.

The purpose of this guide is to explain the process required to implement the recommendations
of the Taskforce on Climate-related Financial Disclosure (TCFD) by asset owners. It supplements
a wide range of resources, reports and recorded webinars related to the TCFD from the link
provided above. This guide is intended to provide a quick and easy entry point into the issue of
climate-related financial risk and opportunity analysis and disclosure for asset owners. It succinctly
summarises why asset owners should care about climate change (Section 2), how this links to
fiduciary duty and evolving mandatory reporting requirements (Section 3), the value the TCFD
creates for asset managers (Section 4) and guidance on implementing the recommendations of
the TCFD.

The guide concludes with 11 questions provided as a practical tool to allow asset owners with
limited knowledge of climate issues to effectively determine the level of climate competency of
asset managers. It is intended as an easy and low effort way to conduct climate due diligence on
asset managers while asset owners become more familiar with and start to implement the
recommendations of the TCFD.

HOW TO USE THIS GUIDE

Readers with a limited understanding of the TCFD and the impact of climate risks on investments would
benefit in reading this document in its entirety.

Readers with a good understanding of the TCFD, or those with limited time, can go directly to the due
diligence questions in Section 6. The questions can be used without reading the rest of the document, but

the preceding sections will help to engage in a richer discussion with asset managers.

Climate risk due diligence guide for asset owners
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2. Why should asset owners care about climate change?

During the last decade climate change has gone from being predominately a medium to long
term concern to being an everyday reality. The Sixth Assessment Report by the Intergovernmental
Panel on Climate Change (IPCC) released in 2021 showed unequivocally that the physical impacts
of climate change are materialising much sooner and much more intensely than expected (IPCC
2021). Climate change is already affecting weather and climate systems across in every region
around the world. With extreme weather events such as
heatwaves, drought and floods increasing in frequency and
intensity. The physical impacts of climate change result in

Stranded assets provide returns
that are much lower than were
expected when they were

damage to property, infrastructure, livelihoods, health acquired due to policy and other
outcomes, agricultural productivity and a loss of lives. This is measures taken to reduce
caused by short-term extreme weather events and longer- greenhouse gas (GHG) emissions.

term changes in weather and climate patterns. This is Often the value of these assets will

increasingly impacting the values of physical and financial fall to zero long before the end of
their economic lives.

assets.

Furthermore, the IPCCC 1.5 Degree Report published in 2018 proved that the window for avoiding
catastrophic climate change is closing much faster than anticipated. If the impacts of climate
change are to remain predictable and manageable, net carbon dioxide (CO2) emissions from
human activities must be zero by 2050 (IPCC, 2018). The realisation that the already challenging
move to a low carbon global economy will have to happen over a shorter than anticipated
timescale means that both voluntary and mandatory actions by governments, companies,
investors and consumers to reduce carbon emissions will have to become much more stringent
than they currently are ...and in the very near

The transition to a low carbon economy  f,t,re (PRI 2019). Carbon-intensive companies and
could reduce the value of the largest

companies listed on the JSE by between 5%
and 8% by 2050 in net present value terms
(Vivid Economics 2021). The impact on
companies in some sectors could be much

assets will become increasingly unprofitable as
the world transitions to a low carbon economy
(Vivid Economics 2021b).

If financial institutions do not account for these
risks in their decision making and planning, they
are at risk of reduced returns and stranded assets.

larger - with companies in four sectors
potentially losing a quarter or more of their
value if business models are not amended.
This analysis did not consider the physical
impacts of climate change, which will be

Accordingly, it is important for asset owners, such
as retirement funds, to ensure that their
significant in South Africa. investments prioritises reducing climate-related
risks and maximising (Carbon Tracker Initiative
2017) opportunities. Given their long-term investment horizons, failure to consider these risks in

investment planning and deployment will expose their beneficiaries’ capital to unnecessary risks.

Climate risk due diligence guide for asset owners
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Capital markets are not fully pricing climate risks and opportunities. Pricing transition risk is
difficult as the future of climate policy is uncertain, there is currently limited international
coordination, and local conditions will create incentives for divergent responses. The impact of
physical risk events also varies significantly based on the type of disaster and the adaptive capacity
of the country or region where the risk occurs. In addition to limited disclosure by companies,
climate risks also have features that make them difficult to model with standard financial models
(e.g. the presence of externalities, skewed tail risks, time horizons that stretch behind investment
horizons, etc) (The Economist 2020; Thoma and Chenet 2017). Furthermore, current market
pricing of assets says little about an investor’s risk tolerance or the implications of different
climate scenarios on portfolios (PCRIG 2021a). Currently, neither transition nor physical risk is
reflected in asset prices (IMF 2020; KPMG 2021; Norges Bank Investment Management 2020).

3. Asset owner responsibilities and climate change

There is increasing recognition that directors and trustees have a fiduciary duty to consider the
impacts of climate change on companies and funds (DNA Economics 2021). Indeed, pension fund
trustees in South Africa are required by law to consider climate-related issues in their investment
decision-making process. Regulation 28 of the Pension Funds Act (NT 2011) requires that South
African retirement funds consider ESG factors when making investment decisions. To effectively
consider climate-related issues, asset owners require information from asset managers,
consultants and/or investee companies — highlighting the need for climate-related financial
disclosures.

While climate disclosure is largely voluntary at present, this is rapidly changing and it is
increasingly becoming mandatory in jurisdictions around the world (Sporn 2021; Whistler and
Longhini 2021). The G7 countries (Canada, France, Germany, Italy, Japan, the UK and the USA)
have agreed to mandatory climate-related financial disclosure (Caswell 2021) and in the UK asset
owners will be required to report from 2022. New Zealand, France and the UK already has
mandatory climate-related financial reporting in place, Hong Kong and Switzerland are moving
towards it, and the Australian Securities and Investments Commission requires disclose climate-
related risk in prospectuses and operating and financial reviews where material (CDSB 2020; Hong
Kong Monetary Autority 2021; Hughes 2021; Neghaiwi 2021; Thomas 2021). Several emerging
markets are also considering mandatory reporting, including Mexico, Chile, Brazil and China, and
South Africa regulators are showing growing interest in mandatory (Bloomberg News 2021; DNA
Economics 2021; Sporn 2021; Whistler and Longhini 2021). In October 2021 the Central Bank of
Kenya (2021) issues guidance that require local banks to put in place climate risk management and
TCFD-aligned disclosure processes by June 2022.

For more information on drivers of climate disclosure and the need to consider climate issues
when making investment decisions, see DNA Economics (2021).

Climate risk due diligence guide for asset owners
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4, Does the TCFD add value?

In 2015, the Financial Stability Board (FSB) — an international body that monitors and makes
recommendations about the global financial system — established the Task Force on Climate-
Related Financial Disclosures (TCFD) to make recommendations for consistent climate-related
disclosures. The objective of the task force is to help financial market participants better
understand their climate risks though better information. To achieve this goal the TCFD published
a set of recommendations in 2017 which outlines how companies should voluntarily disclose
consistent and meaningful information to lenders, insurers, investors, and other stakeholders
(TCFD 2017b, 2017a). These recommendations are structured around four interlinking thematic
areas that represent core elements of how companies operate: governance, strategy, risk
management and metrics and targets. By disclosing climate-related information in line with the
recommendations, organisations and their investors will be in a better position to understand
how resilient their business, financial and risk management strategies are to different climate
and climate policy outcomes. ?

The TCFD framework offers a number of benefits to asset owners (PRI 2018):

e Translates material climate-related financial risks and opportunities into financial metrics
that can influence asset valuation, selection and monitoring.

e Strengthens risk management processes and supports effective identification of climate-
related opportunities.

e Offers flexibility and is easy to implement. The TCFD is premised on an incremental
approach where disclosures are improved and refined over time. Barriers to initial
disclosure are low and basic initial disclosure followed by increasingly sophisticated and
detailed disclosures are expected. The TCFD is well-aligned with and well-covered by
existing reporting frameworks like the GRI, CDP and PRI (CDP 2021; Corporate Reporting
Dialogue 2019; TCFD 2021).

e Provides forward-looking approach that is well-suited do dealing with the complex, non-
linear and uncertain nature of both climate change and the policy response to contain it.

1 For more information on the recommendations of the TCFD, please see (DNA Economics 2021; Vivid Economics
2021a). Several useful reports, guides and training to support the implementation of the TCFD recommendations can
be accessed at https://www.fsb-tcfd.org/publications/ and

http://www.dnaeconomics.com/pages/sa climate disclosure/

Climate risk due diligence guide for asset owners
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e Creates trust in financial markets and allows trustees, directors and asset managers to
demonstrate that climate change have been prudently considered — thereby reducing the
risk of legal liability if adverse climate (or climate policy) events negatively impact asset
values.

e Responds to increasing demand for information on how information on how climate
change will impact retirement savings by beneficiaries, stakeholders and regulators.

For more information on the value of TCFD to South African asset owners, see (DNA Economics
2021; Six Capitals Advisory and WWF-SA 2021b, 2021a).

The TCFD framework serves different purposes for entities that disclose information and those
that use the disclosures from third parties for decision-making or monitoring.

e Disclosers (entities that disclose in line with TCFD): Information is used to identify,
quantify, monitor, and manage climate risks and opportunities.

e Users of TCFD disclosures by others: Indication that a discloser is effectively (or not!)
identifying, quantifying, monitoring, and managing climate risks and opportunities.

5. Implementing the TCFD recommendations

Ideally, asset owners should fully embrace the TCFD recommendations to effectively identify,
qguantify, monitor, and manage climate risks and opportunities. Depending on the base level of
climate change understanding within an organisation, it may make take time for asset owners to
fully understand the recommendations of the TCFD and how they pertain to them. Some of the
technical detail of the recommendations may be unfamiliar to organisations that have not
disclosed TCFD-aligned information previously (IEMA & IFoA 2020). Concepts like the difference
between physical and transition risk, different GHG emissions scopes, the use of scenario analysis,
and the identification, assessment and quantification of climate risks and opportunities may be
challenging.? Consequently, in practice, however, asset owners often start as users of disclosures
and, as their knowledge, skills and experience increase, become disclosers over time.

2 There are several resources available at http://www.dnaeconomics.com/pages/sa_climate disclosure/ to assist
asset owners to understand the key concepts and activities involved in climate-related financial disclosures, including
a foundation-level webinar series.

Climate risk due diligence guide for asset owners
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A framework for how to fully engage with the recommendations of the TCFD is outlined in Table 1
overleaf and potential actions that asset owners can take to implement the recommendations is
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shown in Figure 1 below.

Figure 1: Actions asset owners can take to implement the TCFD recommendations

TCFD Recommendations

Potential Actions for Asset Owners

Board oversight: i i

e {a) Disclose the Board's oversight of aversight Articulate risks approved
climate-related risks and opportunities responsibilities policies.
Role of management: Defi i
{b) Drescribe management's role in - ne Define lose

N . anagement process and

8 assessing and managing climate-related neibilities proCesses
risks and ocpportunities respo progress
Identify risks and opportunities:

{a) Describe the climate-related risks Identify rish Identify Define
and opportunities over the short, opportunities ProCesses
medium and kong-term

Impact on investment strategy:

E (k) Describe the impact of chmate- dl‘“‘f - f E"'E“w'. mance | Duediligence

= related risks and opportunities on fraamy rhs = processes

E investment strategy pr

=

w Resilience of investment strategy:

{c) Describe the resilience of the Evaht tal

investment strategy, taking into dirmat " i U$ . Describe
consideration different climate related e s analysis rESpOnse
scenarios, including a 2° C or lower

SCenario

Assess rishs:

{a) Describe the processes for Identify data Undertake Utili

2 i - ise data
identifying and assessing climate- SOWCes engagement

E related risks
Manage riskhs "

g {b) Describe the processes for beriality Prioritise risks. Mitigate risks

z managing climate-related risks

ﬁ Integrate rishs:

o {c) Describe how climate-related risks Governance of . toni .
are integrated into risk management risks Mesmaure rishs e vl
ProCesses
a) Use of metrics:

Disclose the metrics used to assess Disch
climate-related risks and opportunities 5
in line with the investment strategy and e
risk management process.

E b) Measurement of GHG emissions:

= Disclose Scope 1, Link to

= Scope 2, and, if sl Review strategy

:;' appropriate, Scope 3 bi ose &G process and risk

E greenhouse gas Smissons management
{GHG) emissions, and

E the related risks.

c) Set targets:

Describe the targets used to manage Disclose
climate related risks and opportunities. targets
and performance against targets

Source:(PRI 2018)
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Table 1: Framework for fully engaging with TCFD recommendations

Internal Processes External engagement

Integrate climate-related issues into Require asset managers, consultants,

strategy and risk management processes. third-party advisors and service Engage with investee companies and
Identify, assess and manage key climate- providers to demonstrate climate stakeholders

related risks and opportunities. competence

Formalise and document climate
change in investment approach and
governance structures

1. Investment policy statement 3. Strategy 6. Engagement with service providers

Investment beliefs set the direction of | Asset owners need to understand how Engage with asset managers,
investment policy and inform climate change could impact their assets consultants, third-party advisors and
investment decisions. Asset owners and portfolios. Key steps are to identify service providers to understand their
should define how climate change fits | key impacts they are exposed to under views on and approaches to climate risk
into their investment beliefs and how different climate and policy scenarios, and | and opportunity management.

this will influence investment to assess the resilience of their portfolios These engagements should be used to
management. This should form the to different climate outcomes in the short, | assess whether service providers have
basis for integrated climate change medium and long term. Use scenario the requisite skills and experience, and
into the mandates for the analysis to inform climate risks and to learn about climate-related risk
management of different asset classes. | opportunity analysis analysis and management best practice.

4. Risk management

Integrate climate risks into risk
management process to allow them to be
identified, assessed, prioritised and

. . managed alongside other material risks. L .
processes in place to effectively - managers have the capabilities, policies,
5. Metrics and Targets

manage climate-related risks and . . . approaches and processes to rigorously
. Define and track metrics to assess climate- . . .
opportunities. Trustees and . " consider climate-related risks and
related risks and opportunities and ensure .
management should have adequate opportunities.

these are integrated into investment,
knowledge, resources and support to .
. . . strategy and risk management processes.
identify, assess and manage climate-

. Metrics should go beyond considering GHG
related issues. .
emissions and reflect exposure and

. . . . resilience to risks. Science-based targets
Link remuneration to climate risks and .
should be included.

opportunity management processes Build climate considerations t into asset

. Define targets for metrics that will reduce . .
and targets over the short, medium . . ) manager selection and review
climate-related risks over time and
and long term. processes.

increase opportunities.
Source: (A4S 2018, 2021; Latham 2020; PCRIG 2021b, 2021c, 2021a; PRI 2018; Sackers 2021)

2. Governance 7. Asset manager screening

Asset owners should undertake due
diligence to ensure their selected asset

Ensure there is effective trustee
oversight and internal management

The due diligence should go beyond
asset managers’ climate policies and
consider how these are executed.
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Preparing decision-useful TCFD-aligned disclosures often involve access to detailed data, strong
guantitative skills and the use of new, complex and evolving methodologies. This means that
properly interpreting TCFD-related disclosures is not a trivial task and requires skills to be
developed or in-sourced. Even if these skills are available, disclosures may be difficult to interpret
without engaging with disclosers to understand the key methodologies, assumptions and
sensitivities involved in generating the disclosures (IEMA & IFoA 2020).

The wealth of information included in good TCFD-related disclosures means that they can be
overwhelming to the uninitiated. To get the most out of TCFD-related disclosures it is important
that a structured approach is used. A simple four-step approach, however, will enable this as

illustrated in Figure 2.

Figure 2: Framework for effectively analysing TCFD disclosures

Locate relevant disclosures (which may be split across multiple
documents), compile and categorise relevant information in a
systematic way, and draw conclusions from the information that
relate to your objectives.

Is the information credible? Consider, for example:

¢+ is enough evidence provided to trust the information
(assumptions, models, approaches, etc)?

* s it consistent with what you know about the organisation

from past disclosures, its wider annual reporting and

regulatory filings?

is information consistent with that from comparable

organisations?

has third-party verification been undertaken (where

relevant)?

+ do credible sources support or challenge the information?

-

Monitoring developments with respect to TCFD best-practice,
changes in the policy or regulatory environment within which
the organisation operates etc that maylead you to re-evaluate
information provided

Re-asses your conclusions if you objectives change or new
information becomes available

Climate risks and opportunities are dynamic, and disclosures

only capture the situation at a point in time. Periodically
evaluate whether your conclusions remain valid.

Source: Adapted from (IEMA & IFoA 2020)

1. Define your
objectives

2. Interpret
the disclosures

3.Establish
additional
requirements

4, Ongoing
evaluation

Climate risk due diligence guide for asset owners

Set clear objectives aligned to your needs

Be specific and focus on issues like the type of climate impacts
you are interested in, over what time frame, and influencing
which assets/portfolios, etc.

The chosen objectives will influence what information you
require and what informative and decision useful disclosures
look like for your purposes

Is any of the information you need to meet your objectives
missing, or is any of the available information incomplete or
questionable?

If relevant, request additional information from the discloser or
try to fill in the gaps using other sources.

Identify relevant information the discloser may be withholding
(for commercial or other reasons) and use direct engagement,
public policy positions, campaigns or industry initiatives to
encourage disclosure.
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The flexibility of the TCFD framework, and the fact that TCFD disclosure is conceptualised as a
journey of iterative improvement, means that it is difficult to define what best-practice in
responding to the TCFD recommendations are — and this is particularly true with respect to initial
disclosures®. When evaluation TCFD disclosures, it is useful to focus on four key questions:

1. Do disclosures signal intent? Is an organisation taking climate related issues seriously, and
does it seem committed to fully implement the TCFD framework now or in future? Is there
sufficient board and senior management support for implementing the recommendations
and are sufficient resources being devoted to this.

2. lIs there progress over time? Unless disclosures are very detailed and address every aspect
of the recommendations fully (and meets the requirements for question 4 listed below), it
is important that the quality of disclosures improve over time. Disclosures should be easily
comparable to earlier disclosures (with any deviations, changes or gaps clearly explained)
and should provide more and better information. The disclosures should create a time
series of indicators that can be used to analyse trends over time, and preferably also
include benchmarks and other comparator data that make it easier to interpret the
disclosures.

3. Is competency in understanding and managing climate-related risks and opportunities
clearly signalled? The TCFD framework is closer to a strategic management framework
than a pure disclosure standard in that it is intended to support the creation of expertise,
and systems within organisations to identify, assess and management climate-related risks
and opportunity. Confidence in the structures, processes and decisions that underly
disclosure is thus arguably more important that the disclosed information itself.
Information asymmetries will continue to exist no matter how good disclosure, and it is
thus crucial that organisations signal to investors that they are on top, or at least busy
getting on top, of climate issues.

4. Is the information provided useful? The TCFD was created to ensure that climate-related
risks and opportunities are accurately priced to enable enlightened decision-making and
reduce systemic risk in financial markets. The defining characteristic of TCFD-related
disclosures is thus that the information should enable companies, investors, regulators and
other stakeholders to make better decisions. If this is not the case, or the path towards this

3 See Toolkit element number 2 Financial Sector Good Practice TCFD-aligned Disclosure Examples for examples of good
disclosure.

Climate risk due diligence guide for asset owners
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is not spelled out very clearly, asset owners should seriously consider whether a company or
asset should be within their portfolio.

The skills that are required to effectively interrogate TCFD disclosures are also the basic skills
required to implement the recommendations of the TCFD and generate quality disclosures.
There is thus a natural progression from user of TCFD-aligned disclosures to a generator of these
disclosures. The evolution of from basic user of TCFD-aligned disclosures to fully utilising the TCFD
recommendations to manage climate risks and opportunities is shown below.

Figure 3: TCFD journey from user to generator of TCFD-aligned disclosures

¢ Use information to learn

— Advanced user

¢ Build capacity to use

Advanced

about climate risks and TCFD framework to H
how to better utilise manage risk d |SC|Oser
TCFD information ¢ Advanced use of

« Is discloser signalling « Use information to disclosures * Effectively manage

intent?
* |s discloser showing
progressin
understanding of TCFD?

inform decisions

e |s discloser signalling
capacity to manage risks
and opportunities?

¢ Basic initial TCFD-aligned
disclosures to signal
intent and show progress

climate change internally

* Signal strong climate
capacity, systems and
processes

¢ Provide useful

¢ |s information disclosed \ inf i . |
. r— information to externa
BaS|C user usefgl for decision stakeholders
\__making? J \ J

N

Source: DNA Economics

N—

There are several useful guides and other resources that can assist asset owners to embark on this
journey (in addition to the resources referenced in this document, please see DNA Economics
(2022) for details). As mentioned previously, asset managers and other services providers are also
a useful source of support along this journey. Furthermore, asset managers and asset consultants
will play an important role in implementing the guidance provided by asset owners on how to
manage climate-related risks and opportunities. In fact, selecting asset managers and consultants
that are well-versed in dealing climate issues will be one of decisions that will go furthest
towards ensuring that the portfolios of asset owners are resilient to climate change. And this
decision is particularly important while asset owners are building the internal capacity and putting
in place the support needed to effectively consider climate-related risks and opportunities. For this
reason, much of the guidance available to assist asset owners to implement the recommendations
of the TCFD include questions to ask asset managers and/or consultants (see, for example, (ICSWG
2021; IEMA & IFoA 2020; PCRIG 2021b; PRI 2018; The Pensions Regulator 2021)). The next section
of this guide provides a short list of key questions to use when engaging with asset managers to
ascertain their climate competence.

Climate risk due diligence guide for asset owners
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6. Asset manager due diligence questions

Table 2 provides key questions to ask asst managers about their policies and process for
considering climate-related risks and opportunities. The questions are provided as a practical tool
to support asset manager selection and review while asset owners are familiarising themselves
with the TCFD framework. Based on the guidance in Section 5, it is recommended that the
guestions should be replaced by an asset owner-specific due diligence process based on the needs
and objectives of the organisation as soon as possible. But in the meantime, the questions below
provide a mechanism for asset owners (or their services providers) to interrogate the climate
competency of their asset managers with minimal effort.

Importantly, the questions are intended to start a discussion with asset managers. Guidance that
can be used to interpret answers to these questions are also provided below. As mentioned
above, the TCFD recommendations creates a flexible framework and asset managers may focus on
different aspects of the recommendations as progress on their disclosure journey. Consequently,
information that can be used to understand where an asset manager is in terms of implementing
the TCFD recommendations and its key components is provided rather than a set of ‘right’
answers.

e Positive indicators: Information points toward an institution providing good disclosure in
an area. An indication of best practice information requirements is also provided. For some
qguestions ‘good’ disclosure equates to best practice, while for other questions it is
highlighted as a good that can be attained during future disclosures.

e Neutral indicators: Meeting this criteria signals that an organisation is on track to develop
good disclosures in future. Disclosures can be considered ‘good enough’ at present, but
disclosures need to improve going forward.

e Negative indicators: Information indicates that organisation may be lagging its peers with
respect to climate-related financial disclosure. Asset owners (or their service providers)
should discuss these questions with a senior representative of the asset manager to
understand the situation better as this may indicate that the asset manager does not have
the required competency to consider climate issues.

Climate risk due diligence guide for asset owners
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Table 2: Eleven Questions to understand the climate competencies of asset managers

Question

Positive indicators

Neutral indicators

Negative indicators

Support for
TCFD

1. Do you issue TCFD-aligned
disclosures? If not, do you plan
to do so and when?

Information on more than 2 TCFD themes are
included in disclosures and is relatively easy to access.
TCFD is explicitly mentioned, even if information is
still incomplete

Best Practice: Standalone TCFD report covering all 4
themes

Information is not highlight according
to TCFD theme in disclosures, but there
is information on at least two themes
and organisation has indicated it plans
to issue TCFD-aligned disclosures in
future

No mention of TCFD.

Information is hard to find,
interpret and/or match to TCFD
themes

2. Does your board provide
oversight over climate-related

Statement that board provides oversight over
climate-related issues.

Statement that the board is cognisant
of  climate-related issues  and

No mention of board role.

Governance issues? If so, how often does this | Best Practice: Statement of oversight, frequency, e
happen? responsible committee(s), how the board is informed | Monitoring them.
5 about climate-related issues
-
: *; 3. Does senior management
-— % have an explicit responsibility to . o . Executive management has a role in . .
. . . Best practice: Roles and responsibilities of executive . . No mention of role of executive
monitor climate-related issues? . . climate governance, but no details are
. . management in climate governance are provided. . management
If so, who is ultimately provided.
responsible for this?
A strategy for dealing with climate-related risks and
opportunities is described in detail, or mention is
Strategy made of how climate change has been

"0
Ny
anun?®

4. Is there a company-wide
strategy in place to identify the
risks and opportunities related
to climate change? If so, please
briefly explain it.

incorporated/has changed existing strategy.

Best practice: Detailed climate strategy exists and it is
prominently disclosed (e.g. in  Stewardship
Report/Risk report/ESG Policy etc). Details of how
risks and opportunities are identified and how
materiality is determined are provided

A strategy exists, or mention that
climate change is adequately
addressed by existing strategy, but little
detail is proved.

No mention of a coherent climate
strategy or how climate change is
considered within the existing
strategy
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5. What are your main climate-
related risks and opportunities
as an organisation over the
short, medium and long term?

Climate risks and opportunities are context-specific
(geography, asset class, investment strategy,
industry, etc) and displays insights into company
strategy and circumstances.

Best practice: Detailed company and portfolio risks
and opportunities are disclosed and categorised as
short-, medium- and long-term.

Climate risks and opportunities are
mentioned, but in relatively generic
industry terms.

Generic mention of climate risks
and opportunities are made but
this is not investment or
investment manager-specific

6. Do you use scenario analysis
to consider climate-related risks
and opportunities? If so, please
briefly explain how?

Scenario analysis is planned with target date.

Scenario analysis is being undertaken, even if only in
very specific areas.

Best practice: Climate scenarios covering multiple
variables are being used to identify, assess and
quantify risks and opportunities across all portfolios

Scenario analysis is being considered.
Or clear rationale is provided for why it
is not considered appropriate

No engagement with scenario
analysis

Risk
management
-— -—

7. Do you have a process for
monitoring climate-related
risks? If so, please briefly
describe the process.

Best Practice: Climate change is fully integrated into
existing risk management processes and detail is
provided on how risks are identified, ranked, treated
and monitored, and how materiality is assessed.

Risks are integrated into standard risk
management processes, but little detail
is provided.

No process is mentioned, or
process for monitoring risks is not
described in sufficient detail to be
useful.

8. Has a process been
established to assess and
integrate climate-related risks
into investment decisions? If so,
please briefly describe the
process.

Detail is provided on how climate change is integrated
into the investment process. Examples of processes,
tool and resources are provided.

Best practice: Climate-related risks and opportunities
are fully integrated into process. Processes, tools,
resources and responsibilities are outlined.

Mention that climate change s
integrated into the investment process,
but limited detail is provided (e.g.
generic comment  around ESG
integration).

No mention of how climate risks
and opportunities are integrated
into the investment process
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9. What climate-related
metrics, if any, does your
organisation use? Please include
both asset-level and portfolio
level metrics.

Metrics for both company and portfolio are used.
Emissions and/or intensity values are disclosed. The
more metrics provided the better.

Best-practice: Several metrics are tracked reported
over time. Benchmark metrics are provided for
comparison. Weighted-average carbon intensity by
unit of revenue (WACI) is recommended by TCFD, but
climate-value-at-risk (CVaR) is gold standard.

Metrics like emissions, emissions
intensity, stranded assets exposure etc
are mentioned, but no detail is
provided.

No mention of climate-related
metrics.

10. Are you able to provide
portfolio-specific risk metrics
by client? If so, which metrics
and at what interval?

As per neutral but committed to increasing number of
metrics and ability to customise to client needs.

Best-practice: Various detailed client portfolio-
specific metrics can be shared at intervals that meet
the monitoring and disclosure needs of clients.

On or two basic metrics (e.g. total
emissions and emissions intensities).
Metrics are available and can be
shared, but only at long intervals and
with limited customisation based on
the needs of the client.

Limited metrics can be shared,
and not on a client-specific basis.

11. Do you any climate-related
targets in place? If so, what are
they, over what timeframe will
they be achieved and now will
they be monitored?

Targets with dates are in place, but no indication of
how they will be achieved yet. Relative targets are a
start, but absolute and net zero targets are better.

Best Practice: Net Zero by 2050 targets with
intermediate 2030 target and detailed roadmap of
how this will be achieved.

Company targets are in place and
portfolio targets are being considered.
Targets exist but they do not link to
metrics currently being reported
and/or do not have clear time frames.

No targets in place and no plans to
set any targets currently.
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