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Investor Disclosure Masterclass

Pablo Berrutti — CFSGAM
Arisa Kishigami — FTSE Russell
Phil Vernon — Australian Ethical Investments
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Final Report TRANSPARENCY IN TRANSITION
A Guide to Investor Disclosure
on Climate Change

Recommendations of
the Task Force

on Climate-related
Financial Disclosures

Tcm TASK FORCE ON CLIMATE-RELATED June 2017
FINANCIAL DISCLOSURES Investor Group on

’/é‘ Climate Change
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Core Elements of Recommended Climate-Related Financial Disclosures

Governance

[ Metrics
[~ and Targets

Governance
The organization’s governance around climate-related risks
and opportunities

Strategy

The actual and potential impacts of climate-related risks and
opportunities on the organization's businesses, strategy,
and financial planning

Risk Management
The processes used by the organization to identify, assess,
and manage climate-related risks

Metrics and Targets
The metrics and targets used to assess and manage relevant
climate-related risks and opportunities

Source: TCFD - Recommendations of the Task Force on Climate-related Financial Disclosures

Investor Group on
Climate Change
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Principles and Elements for Good Disclosure

General principles
for good disclosure

Impact Organisational context Carbon footprinting
Agency Governance Green/brown

Best endeavours lourney Engagementivoting
Strategic Risks & opportunities Ratings/scores }
Material Actions & priorities Scenariosftransition
Informative Forward looking Adaptation risks
Comparable

Source: IGCC — Transparency in Transition

~_\ Investor Groupon

?é Climate Change



International Award on
Investor Climate-Related Disclosures

Prix international du meilleur reporting climatique Investisseurs
COP21 Ministéere de I’Environnement

Awards Criteria

1. Transparency on the integration of climate-related criteria into
investment decisions and engagement;

2. Transparency on the assessment of the consistency with the 2°C

climate goal;

Transparency on the exposure to climate-related risks;

4. Communication to clients and beneficiaries.

w

Investor Group on

- Climate Change
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AXA Group — Responsible Investment Governance

Group Communications \
» Manage comms on Rl for employees,
GSE, and external audiences

Group Corporate Responsibility

« Support RIC by monitoring RI trends

+ Propose Rl themes for study by the RIC

» Manage relationship with 3 party RI
advisors (Mercer) and NGOs

« Oversee CR Strategy J

[

Group Investment Committee
« Validate Group RI policies

* Review annually overall progress on Rl

Responsible Investment Committee

= Define Group Rl Policy

* Update Group RI Policy as needed according to Rl trends

« Approve the KPls and targets for implementation

+ Oversee the implementation of Rl Policy within the Group's
asset managers (annual reporting process)

=

[

Group L&S GBL

+ Develop joint RI
offers to be marketed
to clients Groupwide

Local Chief CR Officers N
+ Drive CR efforts at regional level
through an annual CR Strategic Plan
» Oversee progress on the targets/KPls in
annual CR Strat Plans
« For RI elements within the annual CR
Strat Plan, coordinate with local CIOs to
build appropriate strategy/ targets /‘

RI Centerof Expertise

+ Communicate & explain Group Rl strategy and directives
to local CIOs

+ Monitor the implementation of Rl Policy by local CIOs &
report to RIC (propose KPls & targets to RIC)

= Coordinate joint CIO initiatives (eg: Impact Investment)

a7

Local Chief Investment Officers

+ Build entity-level Rl action plans & strategy

» Coordinate with local L&S departments as needed on the
development of RI products for clients

+ Track and communicate KPIs associated with local RI
action plans

Source: AXA Climate Change Report

https://www-axa-com.cdn.axa-contento-118412.eu/www-axa-com%2Fcb46e9f7-8b1d-4418-a8a7-

a68fba088db8_axa_investor_climate_report.pdf

Report annually on R| progress to Group RIC, and as needed to local CIOs

Participate in RIC and give guidance on Rl Policy

Take lead in supporting specific Rl initiatives (eg: Impact Investments)

Group AssetManagers (AXAIM, Alliance Bernstein)

;

Defines what Rl means to
them

Sets out governance
structures

Describes climate related
risks relevant to their
business

Acknowledges
shortcomings and gaps
Sets out policy framework

Investor Group on
Climate Change
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CFS GAM - Climate Governance overview

Our Approach ~

Home > Our Approach > Featured Content > C|

Climate Change

We accept t nce of climate change and our duty to consider related risks and
opportunities in our investment decision-making and ownership practices.

Below we provide a summary of our approach to managing cliimate change risks and
opportunities. In developing the statement we hav

with the Task Force for Climate Related Financial

recommendations and the Investor Group on Climate Change's Guide for Investor
Disclasure.

Governance

Home  AboutUs  ContactUs  Q

Our Progress ~ Team Profiles v Case Studies 10 Year Timeline

ables of Contents

Introduction Governance
Strategy Risk Management

Metrics & Targets

Climate change considerations have been incarporated into the organisational and investment governance structures. The following describes where and in what way

climate change is explicity int

ated into these governance processes. However it should be noted that climate change is implicitly covered in other forums. For example

the Operating Group and Responsible Investment Steering Group approve the responsible investment strategy which includes climate change elements.

Global Investment Committee

The Global Investment Committee is responsible for monitoring the risk and
performance of all investment capabilities across FSI and meets q.

committes is chaired by the CEQ and includes the Chief Investment officers of each
asset class except unlisted infrastructure.

Climate change, and in particular the carbon footprinting of portalio
the Global Investment Committee in March 2016. In December 201
MCS! to provide carbon and related data which we will incorporate into investment
committee reporting during 2017.

The committee also requested ongoing ESG reporting on investment teams and
funds which has been provided since Iuly 2016 (see our progress section of the
report]. These reports indlude climate change as an ESG issue.

ESG Committee - Climate Change Working Group

"In December 2016 we appointed MCS| to provide
carbon and related data which we will incorporate
into investment committee reporting during 2017."

Climate Change working group members

Source: Colonial First State Global Asset Management
http://ri firststateinvestments.com/our-approach/featured-content/climate-change/

Acknowledges the
science, investor agency
and challenges.

Calls our where climate
change is explicitly and
implicitly incorporated
into organisational
governance in discrete
climate change section of
Rl Report

Directs readers to team
level disclosures for asset
class specific climate

information.

Investor Group on
Climate Change
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GPIF — Strategy of change through index allocations

GPIF

Universal owner Super-long-term investor

| Investment and engagement |

External asset manager Mitigating
ESG index ESG integration P

| Investment and engagement |

Company

Promoting ESG information disclosure

Boost of Japanese Equity Market

Points of ESG index selection Type Name of index

1. Positive screening Broad index FTSE Blossom Japan Index

2. Encouragement of disclosure and improvement of ESG Broad index MSC1 Japan ESG Select Leaders Index
evaluation method Thematic/social (S) MSCI Japan Empowering Women Index (nickname: WIN)

3. Governance and conflicts of interest ‘
/o Investor Groupon

’.\ Climate Change



http://www.gpif.go.jp/en/topics/pdf/20170703_esg_selection_en.pdf

AEI — Strategy to achieve 20C Benchmark

The Evolution of Australian Ethical Portfolio Renewable
Capacity versus the 2°C Benchmark

Current capacity and planned
additions in Australian Ethical portfalio

29 MWh additional renewables relative
ble benchmark

Minimum capacity
required in a

2°C scenario e - %:

2015 2020 2025

Total Renewables Capacity (M)

Source: 2, based on GlobalDara and IEA

Source: Australian Ethical Investment Annual Report 2016
https://www.australianethical.com.au/wp-content/uploads/2015/05/AustralianEthical_AnnualReport D8 ASX.pdf/

Multifaceted strategy
focused on commitments,
measurement, investment
screens, advocacy and
operational emissions
Clear statement of
rationale, targets and
progress to date
Explanation of value chain
impacts

Goes beyond investment
and engagement to
advocacy and ‘walking the
talk’

—

Investor Group on
Climate Change


http://ri.firststateinvestments.com/our-approach/featured-content/climate-change/

RISK MANAGEMENT
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CFSGAM - Identification of Investment Risks

Climate Change Working Group identified five areas of risks and opportunities and

is developing guidance for investment teams.

Physical Impacts of Climate Change

Carbon Emissions / Regulatory Intervention
Business Transition / Stranded Asset Risk
Fiduciary Duty / Legal Risk

License to Operate/Reputational Risk

LANE I o

Fossil fuel companies (coal, oil and gas)

Determine the Test the company’s Assess the company’s
company'’s baseline resilience with approach
position scenario analysis

Benchmark
the company against
good practice

Assess the company
against the cost curve

Using lower commodity
prices or margins

Assess the supply chain
and local regulatory
environment

Using higher capital
requirements and
cost of capital

Assess incentives

for misalignment

Assess capital plans
and exploration
activities

Using delayed starts
to planned projects

Engage with
the company

Source: Colonial First State Global Asset Management
http://ri firststateinvestments.com/our-approach/featured-content/climate-change/
http://ri firststateinvestments.com/2015/how-we-collaborate.htm

Overview of approach to
risk management and
climate change
Recognises business and
investment risks

Climate change working
group

Stranded assets tool kit
Reporting to global
investment committee

Investor Group on

Climate Change
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Mercer — Investing in a Time of Climate Change

INITIAL REVIEW THE : i ADD CLIMATE : : ASSESS

- > S
ACTIONS REPORT : : TO RISK : © RISKS AND
FINDINGS : © REGISTER COPPORTUMNITES
ESG POLICY INVESTING
BELIEFS » PROCESSES »  PORTFOLIO
v ¥
| REDUCE RISK ! ! ALLOCATE | : ENGAGE | it el o e i
© EXPOSURE IN : TO NEW : ; DIRECTLY AND
c= B B R >
PORTFOLIOS LISTED/UNLISTED {OFPORTUNITES : VIA MANAGERS

HOLDINGS

Investor Group on
Climate Change

Source: Mercer
https://www.mercer.com/content/dam/mercer/attachments/global/investments/long-term-investors-are-you-
aware-of-your-climate-change-risk-exposure-mercer-2015.pdf
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Typical Categories of Climate-Related Risks and Opportunities

Market and Technology Shifts Reputation

Folicies and investments to deliver a low Growing ectations for responsible
carbon emissions economy. conduct from stakeholders, including

. investors, lenders, and consumers.
= Reduced market demand for higher-
carbon products/commeodities Opportunity to enhance reputation and
o brand value
= Increased demand for energy-efficient,
lower=carbon products and services Risk of loss of trust and confidence in

_ _ management
= Mew technologies that disrupt markets

Policy and Legal Physical Risks

An evolving patchwork of requirements at Chronic changes and more frequent and
international, national, and state level. severe extremes of climate.

= Increased inputfoperating costs for high = Increased business interruption and

carbon activities damage across operations and supply
chains with conseguences for input
costs, revenues, asset values, and
insurance claims

= Threats to securing license to operate
for high carbon activities

= Emerging concern about liabilities

Sources:

CDP, “Climate Change Questionnaire,” 2017. |nveStOF GI’OUD on

Task Force on Climate-related Financial Disclosures, Final Report: Recommendations of the Task Force on ‘A‘ Cllmate Change

Climate-related Financial Disclosures, Junie 2017, -
Source: TCFD - Recommendations of the Task Force on Climate-related Financial Disclosures
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Aligning ESG evaluation frameworks with TCFD

TCFD Elements | FTSE Russell’s Climate Change Theme Assessment Area Examples

o . Governance *  Board Oversight of Climate Change
Change _ e Climate Change Policy
Poliution& Strategy *  Climate Scenario Planning
e + Impact of climate change risks and opportunities on financial planning
At Risk * Integration of Climate-related risks into company-wide risk management
Management process
S R Metrics & *  Short/Long term targets
Al Targets *  Financial Quantification of costs/R&D on climate change
K Somicly *  Absolute & intensity measures

Supply Chain: S0°*

Investor Group on
Climate Change

Source: FTSE ESG Ratings Methodology,
Final Report Recommendations of the Task Force https://www.fsb-tcfd.org/wp-content/uploads/2017/06/FINAL-TCFD-Report-062817.pdf
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FTSE Russell - Green Revenues Classification System

0% 20% 40% 60% 80% 100%

Environmental Energy
Infrastructure Generation

KOR
IDA
MAL
Environmental (V] Energy BRAZ
Resources > Equipment Global
UK
SWED

Revenues USA

AU
Factor SwiT

THAI
CHN
TWN
CAN

HK

Operational Energy SAF
Shift Effici

i iciency MEX

M Co's with potential green revenue = All other companies

. Investor Group on
Source: FTSE Russell. FTSE All World Index data as of 28.09.2017. Selection of countries with more than 40 constituents in the ’. Cllmate Change

index. Green Revenues data extracted as of 04.10.2017 identifying the percentage of each country that have potential green
revenue by the number of companies with green products.




