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Develop a disclosure
plan that supports
your preparatiorfor
ISSB Standards




MODULE 2: ALIGN

Applying the IFRS Standards
as the global baseline and
integrating additional
disclosures to meet
geographical, sectoral and
regulatory requirements
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sustainability-related financial
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efficiency and user confidence integrating sustainability-
when disclosing in general- related risks and opportunities
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Disclaimer

The IFRS Foundation does not endorse any opinion, idea, information, approach,
use case and/or solution mentioned or referred to in the examples featured. Any
content owned or produced by third parties in this course should not be
considered as representative of the views or the official position of the IFRS
Foundation.
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PREPARE

The case for and market drivers of
sustainability reporting

PURPOSE




Select the
appropriate answer

The zoom poll should appear on your
screen momentarily. If it does not
appear, feel free to answer in the chat
box or message the hosts directly.

1. What are your reasons for
disclosing sustainability-related

Information?
(Select all that apply)

a. To conform with legal, regulatory or listing
requirements
Tocommunicatemanagement 0SS
To respond to societal expectations,
demonstrate accountability and align with
peer practice
To respond to investor interest or pressure
from investor bodies for disclosure of
iInformation
Other (indicate in the chat)




Reasons for disclosing information

Compliance

Differentiating vis-a-vis our peers

Respond to societal expectations, demonstrate accountability
and align with peer practice

Explain contribution to sustainable outcomes

Respond to urgent demand from investors
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Growth In PRI Signatories

Assets under management (USs$ trillion) N° Signatories
140 A - 4250
- 4000
- o
120 375
- 3500
™ - 3250
N
o| 100 - - 3000 .
N
g e HIE
o]
o . - 2500
) 8o
: =
g - 2000
= I, Principles for
(S Responsible
O - 1500
= Investment
O] 40 - - 1250
ol - 1000
c
-} - 750
| 20 4
- 500
% - 250
=
n o 44 L o0
% 2006 2007 2008 2009 2010 20m 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
e
~&- Number of Signatories BN Assets under management 12

—@— Number of Asset Owners i ! Asset Owners’ Assets under manage


https://www.unpri.org/annual-report-2023

Individual investor interest In ESG

Information

More than three quarters of individual investors globally are interested in sustainable investing

How interested are you in sustainable investing?

100%
90%
80%
T0%
60%
50%
s T7%
30%
20%
10%

84%" 85%

56%

Global Total U.S. Total Europe Total Japan Total
M Very Interested M Somewhat Interested M Not Too Interested M Not At All Interested M Don’t Know

"U.S. rates of interest appear to sum to 85% due to rounding. The “Very Interested” rate is 48.5% and “Somewhat Interested” rate is 35.6%, or 84.1% total.
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Morgan Stanley Sustainable Signals: Individual Investor survey



https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/MSInstituteforSustainableInvesting-SustainableSignals-Individuals-2024.pdf

Individual investor interest In ESG

Information

Top drivers globally for rising interest in sustainable investing

Percent of respondents 6significantlyd or O0Osomewhat mohelasbl2monther ested i n

Driver for rising interest in sustainable investment of those investors | %

most interested in sustainable investing interested
1 Financial performance of sustainable investments 74%
2 New climate science findings 71%
3 Market dynamics and broader economic performance 69%
4 Inflation 69%
5 Legislation limiting ESG considerations in investments 64%

14
Morgan Stanley Sustainable Signals: Individual Investor survey



https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/MSInstituteforSustainableInvesting-SustainableSignals-Individuals-2024.pdf

Global risks ranked by severity over the short and long term
"Please estimate the likely impact (severity) of the following risks over a 2-year and 10-year period."

Risk categories 2 years

I Economic Bl \isinformation and disinformation

I SO U xtreme weather events
I Geopolitical

KL Societal polarization
I Societal

4t Cyber insecurity

I Technological
Sl |nterstate armed conflict

Gl | ack of economic opportunity
el nflation

S Involuntary migration

"B Economic downturn

10t Pollution

https://www3.weforum.org/docs/WEF The Global Risks Report 2024.pdf

10 years

st

ond

Extreme weather events

Critical change to Earth systems
Biodiversity loss and ecosystem collapse
Natural resource shortages

Misinformation and disinformation

Adverse outcomes of Al technologies

Involuntary migration

Cyber insecurity

Societal polarization
Pollution
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https://www3.weforum.org/docs/WEF_The_Global_Risks_Report_2024.pdf

The connectivity of the risk environment

Censorship and surveillance

Intrastate violence ’
Involuntary migration i > s & A
y. g Misinformation and disinformation

Natural resource shortages Erosion of human rights
Critical change to ‘ Adverse outcomes of
Earth systems \ Terrorist attacks @ frontier technologies

. . . ./
Biodiversity loss and .\Technok)gical power
ecosystem collapse concentration

. ‘ Interstate armed conflict .\ . .
Pollution @ ® Extreme Cyber insecurity

weather events

. Societal
e Non-weather related natural disasters polarization Adverse outcomes
Disruptions to of Al technologies
Infectious Chronic health ‘ critical infrastructure
diseases conditions

Biological, chemical
or nuclear hazards

Disruptions toa systemical]y ‘ Lack of economic opportunity
important supply chain Labour shortages @

Concentration of . Geoeconomic confrontation
strategic resources

@ (nfiation
Economic downturn ‘

/. @ Debt . Illicit economic activity
Unemployment

. Insufficient infrastructure and services

Asset bubble bursts

Nodes Edges

Risk influence Relative influence

/K\ High sidn Risk categories

(/) Medium Medium "

P Low Low @ cconomic @ Environmental @ Geopolitical @ Societal @ Technological

Source: World Economic Forum Global Risks Perception Survey 2023-2024 16

https://www3.weforum.org/docs/WEF The Global Risks Report 2024.pdf



https://www3.weforum.org/docs/WEF_The_Global_Risks_Report_2024.pdf

Sustainabilityrelated risks and opportunitie

Income statement impacts

I Changes in revenue mix or total revenue

AFor example, a change in demand for products and services due to
shifts in consumer preferences, or changes in production capacity from
Input disruption or impacts on workforce management and planning,
etc.

I Changes in expenditures

AFor example, changes in operating costs, R&D expenditures required,
costs associated with deploying new practices and processes, changes
In production costs, changes in workforce costs, etc. /

- / i



Sustainabilityrelated risks and opportunitie

balance sheet impacts

I Changes to assets and/or liabilities

AFor example, changes to portfolio value, equity or liabilities or changes
In carrying amount of assets from write-offs, asset impairment, early
retirement of existing assets, acquisition of new assets, or re-pricing of
assets, efc.

I Changes to financing and the cost of capital

AFor example, changes financing structures, insurance premiums,
capital availabllity, etc.

i
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Select the
appropriate answer

The zoom poll should appear on your
screen momentarily. If it does not
appear, feel free to answer in the chat
box or message the hosts directly.

2. What frameworks are you

currently using?
(Select all that apply)

. CDP
. GRI
. Integrated Reporting
. SASB
. TCFD
. UNGC
. Others (indicate In the chat)




PREPARE

The evolution of sustainability-related
financial disclosures

LANDSCAPE
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The evolution of standards

B3 IFRS

Sustainability

Adoption monitored by _—* t ~ Aligning with
/ Consolidated into \
T e ! A
TCFD . T wWCDP
C @ i Riborne. IR ()
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Holistic reporting package
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Structure of the IFRS Foundation

Public accountability IFRS Foundation Monitoring Board

IFRS Foundation Trustees

Governance, strategy, oversight

International Accounting § International Sustainability

Independent standard-setiing - N oa- S RyR-I) Standards Board (ISSB)

IFRS Interpretations Committee
(IFRIC)




ISSB objectives

Develop standards for a global baseline of sustainability disclosures

Meet the information needs of investors

Enable companies to provide comprehensive sustainability information to
global capital markets

Facilitate interoperability with disclosures that are jurisdiction-specific
and/or aimed at broader stakeholder groups

24



Additional building block can be added to meet:

A Jurisdiction-specific requirements

A Broader multi-stakeholder needs

ISSB Standards

A A comprehensive foundation of disclosures for global jurisdictional adoption

A Common language for comparable, decision-useful disclosures

A Designed to meet investor needs across global capital markets

25



Making ISSB Standards the global baseline

5 4 @ £

Audit
L Market
ISSB IOSCO standard- Jurisdictions o
participants
setters

provide endorses ISSB enhance and require by adopting voluntarily opt to
comprehensive Standards develop assurance the Standards apply the Standards
global baseline recommending standards

through Standards adoption \/
/\/ 26



Setting the direction:
Applying the IFRS
standards& integrating
additional disclosures




ALIGN

BASELINE

Applying the IFRS Sustainability Disclosure
Standards as the global baseline

28



Important terms

A Sustainability-Related Financial Information-1 nf or mati on about a -cltedgiskeyds S uU:
and opportunities that is useful to primary users of

A Sustainability-Related Risks & Opportunitiesd Those risks and opportunities that could reasonably be
expected to affect the entity's cash flows, access to finance or cost of capital over the short, medium or long
term (IFRS S1.3).

A General Purpose Financial Reportsd may have different names in different jurisdictions including integrated
report, strategic report, operating and financial review. Includes financial statements and sustainability-related
financial disclosures.

A Material Informationd Information is material if omitting, misstating or obscuring it could reasonably be
expected to influence investor decisions (IFRS S1.18).

29



BE3|FRS

Sustainability

IFRS S1

IFRS® Sustainability Disclosure Standard

General Requirements for Disclosure of
Sustainability-related Financial Information

International Sustainability Standards Board

Requires material information about sustainability-related risks and
opportunities with the financial statements to meet investor information
needs

Applies Task Force on Climate-related Financial Disclosures
(TCFD) architecture

Requires industry-specific disclosures

Refers to sources to help companies identify sustainability-related
risks and opportunities and information beyond climate (IFRS S2)

Can be used with any accounting requirements (GAAP)

30



IFRS S2: Climatelated disclosures

EE3IFRS

Sustainability

IFRS S2

IFRS” Sustainability Disclosure Standard

Climate-related Disclosures

International Sustainability Standards Board

A Incorporates the TCFD recommendations

A To meet investor information needs, IFRS S2:

o

o

IS used in accordance with IFRS S1

requires disclosure of material information about climate-related

risks and opportunities, including physical and transition risks

requires industry-specific disclosures i supported by

accompanying guidance built on SASB Standards

31



IFRS S1 and S2 together

IFRS S2 is to be applied in accordance with IFRS S1 because S1.:

EEIFRS /FRs- A Establishes important conceptual foundations, e.g.: connected
— ey information, value chains
IFRS® Sustain IF/qs

A Provides important guidance on the assessment of materiality

A Sets out the qualitative characteristics of the information to be
provided, e.g.: relevant and faithful representation

A Sets out requirements and concepts for reporting, e.g.:
o the reporting entity
o timing and location of reporting

0 connections and comparative information in reporting

32




Core Concepts

Meeting primary Connected
user so ne . ganformation

Consistent Fair
Information representation

' ' Vi
/\/ b




aSSUAY 3T LINRA Yl NEB

A Primary users of general purpose financial reports are existing and potential investors,
lenders and other creditors

A Information influences primary users of general-purpose financial reports when it informs
their decisions about:

o0 Whether to provide resources to the entity
0 Buying, selling or holding equity and debt
o Providing or selling loans and other forms of credit

o Voting on or otherwise influencing how the company manages its economic resources

34



Connectednformation

sustainability-related risks and opportunities

% disclosures on core content

sustainability-related financial disclosures and financial
statements

35



Consistent information

Consistency is enhanced when the same data and assumptions are used for sustainability-related

financial information and the related financial statements:

A Prepared for the same reporting entity and reporting period as the financial statements

A Provided at the same time as the financial statements and as part of the general purpose

financial reports

A Include data and assumptions that are consistent with the the related financial

/\/ "

statements as much as possible



Fair presentation

A complete set of sustainability-related financial disclosures should fairly present all sustainability-

related risks and opportunities that could reasonably affect the company's prospects

To achieve fair presentation

Disclose relevant and material information

Faithfully represent information using principles of decision-usefulness
Disclose comparable, verifiable, timely and understandable information

Disclose additional information if needed

To achieve faithful representation

Complete, neutral and accurate depiction of sustainability-related risks & opportunities /
™,

// ~



EXAMPLE

Connection between
decarbonization and net
zero strategy and
Investment decisions

Annual
Report

2023

Bringing people and
resources together to
build a better world

Capital allocation towards pathways and solutions
Decarbonisation is embedded in our annual investment and prioritisation
processes. All investment decisions consider the quantity of GHG emissions
associated with the project, the cost per tonne of CO:-e associated with the
project and the alignment with the Group pathways to a net zero trajectory.

In FY2023, we spent US%122 million on initiatives associated with
operational GHG emission reductions, together with value chain GHG
emission reductions in areas such as steelmaking and shipping, and BHF
Ventures investments. This figure does not include the operating expenditure
associated with renewable electricity arrangements established at a number
of our operated assets, which collectively represented the main source of
operational GHG emission abatement for BHP in FY2023.

From FY2024 to FY2030, we expect to spend around US$4 billion (nominal
value) on operational decarbonisation, with plans reflecting an annual capital
allocation of between approximately US$250 million and approximately
US$950 million per year over the next five years.

On current assumptions, the overall portfolio of decarbonisation projects
to support achievement of our medium-term target is expected to deliver
a positive net present value (NPV) for the Group, while to date, most
implemented projects have delivered a positive or neutral NPV

BHFP Ventures also continues to build a portfolio of investments to help
accelerate innovation in the mining industry through assessment and
execution of additional investments across emerging technology areas,
including long-duration energy storage solutions, diesel displacement and
carbon dioxide removal.

For more information on our range of investments to drive
decarbonisation and sustainable growth refer to
bhp.com/about/our-businesses/ventures

Example source: BHP Annual Report 2023 pg 47 1
https://www.bhp.com/investors/annual-reporting/annual-report-2023

Connection to
future spending

plans and targets

38


https://www.bhp.com/investors/annual-reporting/annual-report-2023

Select the
appropriate answer

The zoom poll should appear on your
screen momentarily. If it does not
appear, feel free to answer in the chat
box or message the hosts directly.

3. What information should be

considered for connectivity?
(Select all that apply)

Connections between:

a. Governance, strategy, risk
management and metrics & targets

b. Sustainability-related financial
disclosures and financial statements
Sustainabllity-related risks and
opportunities




Additional guidance

i = ko

Application Guidance Educational Material Accor_npanymg IndusFry-based
Guidance Guidance
Same authority as the main Helps companies apply lllustrative guidance and Accompanying or

part of the Standard the standards examples. illustrative guidance

40



Core content areas

RISK METRICS &
MANAGEMENT g e

A Governing Body

A Management

/\/‘”



Governance;

Governing Board & Management

W Which Board and Management bodies or committees are responsible for sustainability and climate-
related risks and opportunities?

W What are their skills and competencies?

W What processes and controls do they use for managing risks and opportunities?

W How and when do they get informed about risks and opportunities?

W What are their roles and responsibilities?

W What sort of decisions do they make and what targets do they set based on risks and opportunities?

Note: Avoid unnecessary duplication

42



EXAMPLE

Governance model

Example source: AIB Group plc AFR Dec 2022, page 32

AIB Group Board

Group Risk
Committee

First Line of Defence*

* Updates in lihe with framework governance and reporting reqlirements
**ESG and mdterial risk updates and reporting requirements
(Note: Arrowsfindicate information flow only)

Sustainable Business
Advisory Committee

Executive Comm ttee

Group Sustainab lity
Committee

Management

Board Audit Committee

Group Disclosur »
Committee

Second Line of Defence**

< Group Internal
Audit

Ensures that risks within the Group
are appropriately identified,
reported, assessed, managed and
controlled, including key strategic
and operational risk issues. Scope
of committee includes ESG risks,
including climate risk.

Supports the Grou
business strategy which includes
the development and safeguarding
of the Groupdbds so
operate, plus sustainability
disclosures outside of annual
report.

pQversees the quality and intégaty
of the Groupos
financial and narrative reporting,

cniorafinandial dsdosuses and o
disclosure practices, internal
control framework and audit.

ac

43


https://aib.ie/content/dam/frontdoor/investorrelations/docs/resultscentre/annualreport/2022/AIB-Group-plc-AFR-dec-2022.pdf

EXAMPLE

Governance model

Role of the Board

What it has done to inform strategy

4

Actions taken, including investment

Example source: Toyota sustainability Data Book 2023,

page 37

Governance

a) Board’s Oversight of Climate-related Risks and Opportunities

m At Toyota, to ensure effective strategy formulation and implementation in line with latest
societal trends, important climate-related issues, if arise, are reported to the Board of
Directors.

® The Board of Directors conducts the following duties:

» Deliberate and supervise strategies, major action plans, and business plans.
* Monitor the progress toward qualitative and guantitative targets addressing climate
issues.

® Monitoring is performed in consideration of the financial impact of the following risks/
opportunities, which may turn into climate-related issues:

* Risks/opportunities related to products, such as fuel efficiency/emission regulations.
» Risks/opportunities related to low-carbon technology development.
B These governance mechanisms are used in formulating long-term strategy, including the
Toyota Environmental Challenge 2050, and in formulating and reviewing the medium- to
long-term targets and action plans.
m Cases of decisions made at the Board of Directors Meeting in 2022
* Reported on and approved the identification of carbon neutrality (CN) as a key matter in
relation to climate change and the development of a plan to transition to CN by 2050.

» The Board of Directors decided by resolution the level of battery-related investment in
order to secure the number of batteries which serve as a pacemaker to expand its line of
BEVs.

44


https://global.toyota/pages/global_toyota/sustainability/report/sdb/sdb23_en.pdf

Core content areas

RISK METRICS &
MANAGEMENT g e

A Risks &
Opportunities

A Effects on
A Business model
/ supply chain
A Strategy
A Financial / cash
flows

A Resilience
45



Strategy overview

The disclosure requirements about strategy relate to:

A Sustainability and climate-related risks and opportunities that have been identified

and the time horizons over which they are expected to occur

A Effects of those risks and opportunities on the company's:
o value chain
0 business model and strategy

o financial position, performance and cash flows

46



Strategy- time horizons

-‘.W‘W
“

23

Cash flow, investment Planning horizons for Assessment periods used Life of assets
and business cycles strategic decision-making by investors

and capital allocation

A Time horizons are entity specific and may include industry specific characteristics

AYou donét have to stick to one time horizon. |
strategise for and why i see for example Three Horizons Framework

a7


https://training.itcilo.org/delta/Foresight/3-Horizons.pdf

{1 Strategy addressing financial effects

When reporting the effects of sustainability-r el at ed ri sks and opportunities

anticipated financi al performance, financi al positi

A Disclose both quantitative information and qualitative information

A Can provide qualitative rather than quantitative information when:

o0 The risks and their effects are not separately identifiable
o There is a high level of measurement uncertainty
o For anticipated effects, quantitative information would not be commensurate with the

company's skills, expertise and resources

48



Example source: Solvay 2022 Annual Integrated Report, page 205

EXAMPLE

3.8.1. Transition risks

__ Scenario analysis
Current and anticipated

. S In 2022, we revised our scenario analysis under the following scope:
financial risks

- Transition risks.
- Focusing on the three most exposed business units, based on total emissions (Scope 1, 2 and 3) and exposure to climate sensitive markets, like

automotive and buildings: Soda Ash, Specialty Polymers and Novecare. These three GBUs represent 52% of Solvay's 2021 sales.

EXTRA-FINANCIAL

+ Two International Energy Agency (IEA) scenarios: 1.5°C Scenario (IEA Net Zero Emissions Scenario 2021) and 3°C Scenario (IEA Stated Policy Scenario
3.8. Climate risks analysis 2021 )‘

3.8.1. Transition risks

» Using a leading audit, tax and consulting services company’s tool for climate scenario analyses.

i ey e e e - Assumptions of price and cost changes, volume changes and adaptation potential (cost pass-through) were taken from the consultant’s models. This

P 221,

P included price trajectories up to 2050 for oil, coal, gas, CO2, electricity and energy usage in transport, in our own operations and upstream.

potential cost pass theaug conmltants moddels This

transpert, i our o operations

» Analysis of the market dynamics and identification of the essential characteristics of individual sites was based on the consultant and Solvay sector and

ok tarmotive, o and gas. home andiper

climate expertise, considering products sold in main markets, namely construction, packaging, automotive, oil and gas, home and personal care, food

and feed, and electronics.

The main conclusions of the scenario analysis were:
- The soda ash business relies highly on a competitive price advantage. Since prices for raw materials and our own operations will increase in a 1.5°C
scenario, the scenario analysis concluded that, in the absence of cost pass-through measures, the contribution margin could decrease by up to 16%,

while additional demand for glass for energy efficient buildings would drive overall profit and sales. Sales could increase to €2.4 billion in the 1.5°C
scenario and to €2.1 billion in the 3°C scenario, by 2050.
- The specialty polymers business has the most significant opportunities in a 1.5°C world. Products are expensive and resilient to cost increases and the

..... o

i‘;“’"‘ demand for most customer segments would increase. Focusing on increasing production capacities for this GBU should be priaritized in a 1.5°C world.
Sales could increase to €4.7 billion in the 1.5°C scenario and to €4.3 billion in the 3°C scenario, by 2050.

- Novecare faces risks relating to vegetable oil imports. This is because vegetable oils from palm oil and other alternatives are highly CO, emissions

and water intensive. Shifting to sustainable alternatives is expensive, but it may result in a reputation boost for Solvay and decrease costs for these

alternatives in the long run. Novecare has the highest weighted CO, intensity in their supply chain. This should be monitored and suppliers should be

engaged to reduce Scope 3 emissions. Sales could increase to €2 billion by 2050 in both scenarios.

49


https://www.solvay.com/sites/g/files/srpend221/files/2023-05/solvay-2022-annual-integrated-report.pdf

EXAMPLE

Anticipated financial
impacts

deep
moisture

pem———r——

Delivering sustainable
business performance

Unilever Annual Report
and Accounts 2022

Financial quantification of assessed risks and opportunities

1. Carbon tax and voluntary carbon
removal costs

We quantified how high prices from
carbon regulations and voluntary offset
markets for our upstream Scope 3
emissions might impact our raw and
packaging materials costs, our
distribution costs and the neutralisation
of our residual emissions post-2039.

Example source: Unilever Annual Report, pages 50-51

Potential financial impact on
profit in the year (’Ebn]l‘g"

Absolute zero Scope 1 and 2 emissions

by 2030

Scope 3 emissions exclude consumer p -3.2 .52 -6.1
use emissions

Carbon price would reach 245 USD/
tonne by 2050, rising more aggressively
in early years in a proactive scenario
The price of carbon offsetting would
reach 65 USD/ tonne by 2050 r -2.4 -48 -6.1
Offsetting 100% of emissions on and

after 2039

5. Extreme weather (temperature)
impact on crop yields

We quantified how extreme weather
events such as sustained high
temperatures could impact crop output
and therefore sourcing costs across key
commodities.

= By 2050, in a reactive scenario, extreme

= By 2050, in a proactive scenario,

extreme weather would increase
priceS by - '0.8 _1 .9
« Palm: ~12%; Commodities and food p 0.3

ingredients: ~14%

weather would increase prices by:
» Palm: -18%; Commodities and fagfG
ingredients: ~21% r -0.4 -1.1 -2.8

If proactive approach is If reactive approach is

taken to managing
climate change

taken to managing
climate change



https://www.unilever.com/files/92ui5egz/production/0daddecec3fdde4d47d907689fe19e040aab9c58.pdf

EXAMPLE

Ambition to
significantly reduce
earnings cyclicality

Responsible exit from
the paper business

Growth in packaging
with increased
integration of
captive pulp

Developing a more
value added
pulp product mix

Growing the share
of building solutions

High self-sufficiency
on energy reduces

our exposure to
external cost instability

30% self-sufficiency
in wood supply

Sales in 2030

Long-term sustainable,
profitable growth

Stora Enso has a long and rich history dating back to 1288. Our unigue history has
supported our survival, proactiveness and adaptability over the centuries. This has
nurtured a deep-down business culture which can manage market fluctuations,
build on modernisation and innovation, and provide solutions to current demands in
the market. In recent years, we have been through a comprehensive transformation
process, proactively repositioning our business from largely a pulp and paper
company to a global renewable materials company, ensuring our future for many
more years to come. Sustainability trends underpin our opportunity for long-term,
sustainable, profitable growth, and today our products are mitigating the climate
challenge, providing us with new opportunities.
e Our strategy is to drive the green transition
by accelerating our growth in renewable
packaging, sustainable building solutions,
and biomaterials innovations, while
staying within the planetary boundaries.
We do that through advancing our leading
market positions in high-margin products,
Current and anticipated strong and competitive assets, best-in-
class industry competence and control
of the renewable resource wood. We are
committed to ambitious science-based
targets, on areas where we have the biggest
environmental impact. These segments
involve a higher degree of innovations and
value added products which will further
future proof our business and strengthen
our competitiveness.

Climate change and resource scarcity
affect the environment as well as economies
and society as a whole. There is strong
pressure to maximise the efficient use of raw

financial risks

Example source: Stora Enso Annual Report 2022, page 17

© Growth
businesses 80%
Other 20%

materials and to make the value chains circular.
As a result of our new strategic direction,

Stora Enso is and will be a more efficient and
less cyclical company. Our focus, resources
and investments are allocated where we have
the best business opportunities for profitable
growth, with leading market positions and
strong competitiveness. Most of our products
and solutions are renewable and circular,

and the CQO, they replace and store, helps to
mitigate climate change. Our forest assets
create a solid and valuable foundation for

our business. They deliver growing value that
provides Stora Enso with a solid balance sheet,
and potential new ancillary revenue streams
from wood-based solutions for sustainable

wind and solar power as well as carbon credits.
Our forests are also an important source of raw
material which provides us with competitive
wood supply, giving us tactical flexibility,
synergies, and value.


https://www.storaenso.com/-/media/documents/download-center/documents/annual-reports/2022/storaenso_annual_report_2022.pdf

Select the
appropriate answer

The zoom poll should appear on your
screen momentarily. If it does not
appear, feel free to answer in the chat
box or message the hosts directly.

4. A company may choose to disclose
only qualitative information about
current and anticipated financial

effects when:
(Select all that apply)

a. The company cannot separate the effects of
a climate-related risk or opportunity from
other effects
There is a high level of measurement
uncertainty
The guantitative information sheds a negative
light on the company
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Information about the response and planned response should include:

A How the entity plans to achieve climate-related targets

A Current and anticipated changes to the business model

A Current and anticipated direct mitigation and adaptation efforts
A Current and anticipated indirect mitigation and adaptation efforts
A Progress against any plans previously disclosed

A Trade-offs between sustainability-related risks and opportunities
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An aspect of the companyds over a

| | strategy that i1

towards a lower-carbon economy, including, for example GHG emissions reductions plans.

The Transition
Plan Disclosures
Landscape

Real-economy
Transition Plans

Further depth
& detoll for

preparers &

Real

economy
|

Financial Institution
Net-zero Tran s

Fundamentals Reccemer

Financial

institutions pathways
J
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Sectoral Pathways for
Financial Institutions

GFANZ

Glasgom Finncil Allance s Net Zero

Sectoral

Pathway expectations

Disclosure
Framework _~—

Transition

pathway
disclosure /
framework
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Use climate-related scenario analysis to assess your climate resilience

—| Climate resilience assessment Inputs and key assumptions
|:|:| A Implications of climate change for A Use relevant scenarios, and
the companyods st g/y apmnostide information about
g business model; and 2 scenarios selected; and
ACompany6és financial & A Provide information on
operational capacity to assumptions used.

adjust/adapt over short, medium
and long term.
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IFRS S2 includes application guidance on how to apply scenario analysis building on TCFD materials

The guidance requires:

A Method of climate-related scenario analysisc o mmensur ate with a companyod
circumstances

A Use of all reasonable and supportable information that is available to a company
at the reporting date without undue cost or effort
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Example source: CEMEX, 2022 Integrated Report, p.

EXAMPLE 258

https://www.cemex.com/documents/d/cemex/integratedreport2022

STRATEGY EFFECTIVENESS: RISKS AND OPPORTUNITIES

PROBABILITY IMPACT PROBABILITY IMPACT PROBABILITY IMPACT
LOow MED HIGH LOw MED HIGH LOW MED HIGH LOW MED HIGH LOow MED HIGH LOW MED HIGH

RISKS

Reduced market demand for higher-carbon products/
commodities

Physical: Increased business interruption and damage across
operations and supply chains with consequences for input
costs, revenues, asset values, and insurance claims

Increased input/operating costs for high carbon activities
under regulated markets (even threats to securing license to
operate)

Risk of stranded assets: plants that cannot be easily
upgraded and close to end of their lifetime

OPPORTUNITIES

Increased demand for energy-efficient, lower-carbon
products and services

New technologies available at competitive cost that
disrupt markets

Access to competitive energy sources (AF cost)

Opportunity to enhance reputation and brand value



https://www.cemex.com/documents/d/cemex/integratedreport2022

Core content areas

RISK METRICS &
MANAGEMENT g e

A Risks

A Opportunities

A Integration \/
/\/ o°



Risk Management

An entity must disclose information about:

A The processes and policies used to identify, assess, prioritise and monitor sustainability-
related risks;

A The process used for identifying, assessing, prioritising and monitoring sustainability-
related opportunities; and

A Whether sustainability risk & opportaovaralltrigk manag e
management process.
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nR> Transition risks Examples e
% A Increased pricing of GHG
Teansition A Policy & Legal emissions | - Financial impacts
Risks A Technology A Enhanced reporting obligations R cash flows
A Market A Exposure to litigation A access to finance
A Reputation A Cost of transition to lower- __ A cost of capital
emission technologies A over the short, medium
A Changing customer behavior and long term
@ Physical Risks A Uncertainty in market signals
T A Increased cost of raw materials
T A Acute A Stigmatization of sector
Physical R : :
Risks Chronic A Increased severity of extreme —
weather events
A Changing weather patterns 20



Example opportunities

Improving resource efficiency across value chain
Use of lower-emission sources of energy

Use of supportive policy incentives

Use of new technologies

Development of low emission goods/ services
Access to new markets

Differentiating against competitors

Resource substitution/ diversification
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Financial Impacts

To To T I

cash flows

access to finance

cost of capital

over the short, medium
and long term
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