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Climate-related risk

U.S. Oil Majors Downgraded by S&P on
Climate Risk, Earnings

i e s @ o * Rating agencies and financial institutions
PO 9 actively respond to financial-related
IT infrastructurs breskdown G e ‘ Cybersscurty faikes S . . .
¢ 2O e impacts on climate change in response to
| s ey oz ) A the surge in shareholder demand for
WErage Intersizts relations fracturs . .
Ta T PN climate change-related issues
* Credit ratings of Exxon Mobil and Chevron
have been downgraded due to risk profile
Industry collaps= KD o On Climate Change
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Increasing investors’' concern

Investors call on Australia's largest oil Shell: Netherlands court orders oil
and gas company to set greenhouse giant to cut emissions
targets

Climate change

More than half of Woodside’s investors support shareholder
motion to set targets in line with Paris climate agreement
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Activists hugged in court after the judge delivered the verdict

Media release

Woodside climate targets: uninspiring business as usual * A court in the Netherlands has ruled in a landmark case that
5 Novarbor 2020 the oil giant Shell must reduce its emissions.

* By 2030, Shell must cut its CO2 emissions by 45% compared to
. .. 2019 levels, the civil court ruled.

Woodside sets net zero emissions target at * The Shell group is responsible for its own CO2 emissions and

Australian LNG project those of its suppliers, the verdict said.

Operator sets new goals for expanded liquefaction project in Australia

8 June 2021 05 GMT  UPDATED 8 June 2021 8:51 GMT

%05
.(.
*%e

Vi Alaya Consulting
VOABES



Task Force on Climate-Related Financial Disclosure

TASK FORCE on
CLIMATE-RELATED
FINANCIAL
DISCLOSURES

" Risk
Management \

\

\

e Established in 2015, published
Recommendations of TCFD in 2017
* Voluntary climate-related financial disclosures

e Framework

HKE X
& 8 % B

We proposed introducing a new Aspect A4 consisting of:

(a) General Disclosure - policies on measures to identify and mitigate the
significant climate-related issues which have impacted, and those which may
impact the issuer; and

(b) a KPI - requiring a description of the significant climate-related issues which
have impacted, and those which may impact the issuer, and the actions taken
to manaae them.

We proposed revising the Environmental KPIs (where applicable) to require disclosure |
of a description of targets set regarding emissions, energy use and water efficiency,
waste reduction, etc. and steps taken to achieve them.

HONG KONG MONETARY AUTHORITY
R

Climate-related disclosures & sustainability reporting

Making progress toward i i - i i i i -
related Financial Disclosures (TCFD) framework by 2025 across relevant sectors, the Steering Group
supports the efforts by the International Sustainability Standards Board under the International Financial
Reporting Standards Foundation?(IFRS Foundation) to develop a new standard which would be built on the
TCFD framework. The Securities and Futures Commission (SFC) and the Hong Kong Exchanges and Clearing
Limited (HKEX) will collaborate with the Financial Reporting Council and the Hong Kong Institute of Certified
Public Accountants to work on a roadmap to evaluate and potentially adopt the new standard.




Different Climate Scenarios

100 1 Scenario categories //""' ’;*S’P% 2
s > 1000 pom COeq / .
24 720-1000 ppm |
% = anl - n ‘
25 80 580720 ppem / e
§ (@) 480-580 ppm //' | [—— — = — = = = —_———————
k- 8 60 - 430-480 ppm //\ 1 The Represgntatlve :
g: . — P I Concentration Pathways (RCP) |
-; é 40..?015 Estimate ( | 20-3 : 8.5 pathway delivers a |
X < - I temperature increase of about :
2 o i ~ I4.3°C by 2100, relative to pre- |
w " | ~~ —_ i industrial temperatures. I
Historical emissions B ] 17 32C 0 00 - m - ———--—— - - J
0 ‘ S — HCH

_20 | . " . ’ |
1960 2000 2020 2040 2060 2080 2100

.'}‘; Alaya Consulting

N ABER

a Image Credit: Neil Craik, University of Waterloo



Different Climate Scenarios

The choices we face now
Business-as-usual Some mitigation Strong mitigation ‘Aggressive’ mitigation
Emissions continue Emissions rise to Emissions stabillze at hall Emissions hatved
rising at current rates 2080 then 1all today's levels by 2080 by 2050
RCP 8.5+ RCP &0 RCP 45 RCP26

/l_.-_. :lh::lv Likedy Not likely
a5 not to Lo exceed to exceed
exceed 2°C

4°C

Business impacted
by climate change
May regure 'negetive

More naatwaves emissiony’ - removing CO,
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ms and
MOoNsoon systeams !
CO, concentration
faking belore eng
of century

CO, concentration
three-to-4our Limes Ngher
Climale impacts
generally cormlramned
bul not svoided

than pre-ntiusirial lewvels

A| C SLMMar Reduced risk of
IO NMOst gone . g

Looing paints” and

wreversibia change

Soa ovel rises by
' vew2e. Alaya Consulting

Maif to one metre X
AR

©
e More acidic ocoans .’0

L%
)



Different Climate Scenarios

Carbon dioxide (GtCO./yr)

* Shared Socioeconomic Pathways (SSP)1-1.9:
very ambitious scenario to represent the
1.5°C goal of the Paris Agreement

|
|
|
60 |
| . :
; * SSP1-2.6: sustainable development scenario
|
|
|
|

40 e SSP2-4.5: intermediate scenario

e SSP3-7.0: regional rivalry scenario
e SSP5-8.5: fossil-fuel based development

Alaya Consulting
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Climate-related risk & opportunity

Physical Acute The severity of extreme events such as floods, typhoons, and heat waves will cause direct damage to assets, such as
damage to properties under construction or built, devaluation of assets, and reduced in revenue

Physical imapct of climate

change to the enterprises: Chronic Sea level rise, global temperature rise and changes in rainfall, etc., such as sea level rise may erode reserved land and

damage of assets etc damage coastal properties

Cllmate'related Technology The impact of technological improvements/innovations that support the transition to a low-carbon, energy-saving
RiSkS economic system. For example, the development of green building strategy might affect competitiveness and
operating costs
Transition . . :
Market The increased of climate change awareness may affect the supply and demand of products and services. For example,
The risk that enterprises changes in consumer preferences, such as preference for green buildings, may affect the property price
may face when transfering
to low-carbon business Policy and Legal Changing policies might cause climate-related legal litigation risks to business strategies. For example,
increasingly stringent environmental regulations may face higher litigation risks
Reputation Attitude towards climate change might affect the perceptions of consumers and investors, which may cause
short-term reputation risks and long-term loss of value
External (" Resilience Participation in renewable energy programs and adoption of energy-efficiency measures, this could create a better
y y Yy
External benefit might reputation to attract investors
achieve when enterprises ]
adopting adaptation \. Markets Could make use of public-sector incentives and access to new market, which enlarge the number of potential clients

approach to climate change

Climate-related -
ang Energy Source Adopting low-emission sources of energy could be a supportive policy incentives and opportunities
Opportunities Internal to participate in carbon market

Internal benefit might
achieve when enterprises
adopting adaptation approach

— Resources efficiency Reduce the consumption of resources and increase the efficiency of use of resources, in which will
lower the operation cost as well

ofilse to climate change
-'-'.:‘:.-':P; Y Products & Services Developing and expanding low emission properties and services could heﬂp.achm"a\\/le a Iovb rbon lti
Alaya Consulting business model for sustainable development ety sufting
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TCFD Disclosure

TCED consider scenario analysis as an important and useful tool for companies to understand the relations
between risks and opportunities of climate change and the company

« Under uncertain conditions, assess the possible risks and opportunities brought by climate change in the future

«  With the reference the scenario analysis result, company could adjust their development strategies to enhance the adaptability
to future changes and enterprise development capacity

« Scenario analysis is not used for accurate result or estimation but with a focus on the consideration of future changes and
assumption of future

For transition risk analysis, the most widely used scenario is IEA scenario while IPCC scenario is mainly used for physical risk analysis.

Physical Risk Analysis Transition Risk Analysis

IEA Analysis — Current Policy Scenario
Assuming the nation and the Globe will keep the existing

IPCC Analysis — RCP 8.5 energy policies in which the government and the company
would not do any adjustments on the nations and the

Highest greenhouse gases emission baseline scenario company’s policies.

Under this scenario, it is assumed that there is no IEA Analysis — Sustainable Development Scenario

global climate change policies to intervene and limit Assuming sustainable development is highly promoted around

emission. the world. In order to address climate change and air pollution

effectively, new policies and regulations are implemented to
control the increasing global temperature into 2 °C.

. .. 0yer, 0 i
Alaya C‘c;sumng ...O:u..:.. Alaya ConSUItlng
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Climate-related risk & opportunity

4 Steps to identify current risks, opportunities
and related potential initiatives

ACCESS
ENSURE MATERIALITY EVALUATE

GOVERNANCE OF CLIMATE- BUSII‘::ESSS
IS IN PLACE RELATED RISKS IMPACT

Evaluate the potential impacts Use the results to identify
Integrate scenario analysis Typical climate-related risks : appropriate responses include:

into risk managemen include: :
10 fISK MANagement Input costs Changes to business model

processes » Market and Technology -
Operating costs Changes to portfolio mix

Assign oversight to Shifts : .
Revenue Investments in capabilities

Sustainability Committee Reputation .
Supply chain and technologies

Identify and involve Policy and Legal

Business interruption
stakeholders Physical Risks

Timing

s Alaya Consulting
VOAHRE




Climate-related risk & opportunity

AAC Technologies Tianjin Port Development
2020 Sustainability Report (p.39-40) Annual Report 2020 (p.36-37)

Descriptions Possible Financial Im, Current Response Measures
Physical Risks
e Sto urge or v damageor e . ua flood prevention

drills, and establ
systemn and emergency plan

se floc
* Implemented making normal por
difficult during the storm (which

Cy and

atural dis ¢ Established an emergen

saverity of axtreme emargency pln . management team for flood
. prevention and ship gates p n
* Loss of revenue + Conducted ficod A CaTagec low-lying areas
ure and equipment i
may damage ar dredging work, constructon e Patented tidal baffles are in place v
cur facilties and . of breakwater to resist block the water when the w
windstorms rses and have acheeved goo
addtional mantenance and
g of soil waste
= * Transportation delays caused by . n revenue: Decrease in * The Group optimis:
Prolonged perio * Increased . er conditions demand and se
of extrama hot MNrating cost ntelligent p
weathar such as energy
* Increased chance . wermnment may implement . = . ular collection and upda
of haat-ro « Implemented a carbon pnang mechansm and cost agulations through government,
Injuries whi oy-saving operating costs of the nternet ther channels to ensure
ar T empio SUres operational compliance
health and = * The government may promulgate ® Increase in costs: Increase in
more polices to mitgate dimate costs

change which Gan inc
operational compliance costs

aws and the b e Condu
related tronds of subsidiaries and aff t
e eference to environmental
performance as
N N . asng investment in the . . jon of
ndustry to develop inteligent and
recychd mate green ports. For example, ports 1 initiatves in
in demand for may need 10 ncrease t £ ipment of Tianjin
cumrent procucts « Control and renewa Y ” green nstruction plan
avoid hazard . vead use of new energy- e Promoted the use of new energy
materiais in s has promoted d of electric
orporates 10 purchase nev
equipment and rep
Opportunities
Opportunities
Products More low-carbon, * Introduction of * Exploring new > evelopment Py Reduction of 2
energy-saving new technology environmental
technologies are to boost product technologies and
developed competitiveness develop green
products .
Resource efficiency Raise energy * Reduced energy * Adopted
efficiency, cost energy saving
~hange in inw preferen: n: Reduc § Strus
improve operation technologies ¢ Change v prefere . on: Reduc . struct
to focus on investing in green en ports and
management including waste perators mplemented o % initiatives in
heat recovery Tianjin
* Automisation of

e Changes in consumer * Increase in revenue: Increase in o Acc
production preferenc e s volume of low-carbon f

wel carbon tran

sale
for more environm

oy bt Alaya Consulting
Machinery upgrade products (such as low ) cC
and refurbishment vessels fuel), and reduced ZK g& EE Fuﬁ
demand for fossil fue ) . A



https://www1.hkexnews.hk/listedco/listconews/sehk/2021/0427/2021042700665.pdf
https://www1.hkexnews.hk/listedco/listconews/sehk/2021/0415/2021041501149.pdf

TCFD Disclosure

Governance

Disclose governance around
climate-related risks and
opportunities

* Describe Sustainability
Committee’s oversight of
climate-related risks and
opportunities

* Describe management’s role in
assessing and managing
climate-related risks and
opportunities.

Strategy

Disclose the actual and potential
impacts on the business, strategy,
and financial planning where such
information is material

« Describe the climate-related
risks and opportunities entity has
identified over the short, medium,
and long term

« Describe the impact of climate-
related risks and opportunities
on the entity’s business, strategy,
and financial planning

» Describe the resilience of the
entity’s strategy, taking into
consideration different climate-
related scenarios, including a 2°C
or lower scenario.

Risk Management

Disclose how the entity identifies,

assesses, and manages climate-
related risks.

» Describe the process for
identifying and assessing
climate-related risks

» Describe the processes for
managing climate-related risks

« Describe how processes for
identifying, assessing, and
managing climate-related risks
are integrated into the entity’'s
overall risk management.

Metrics and Targets

Disclose the metrics and targets
used to assess and manage
relevant climate-related risks and
opportunities where such
information is material.

« Disclose the metrics used to
assess climate-related risks and
opportunities in line with its
strategy and risk management
process

« Disclose Scope 1, Scope 2, and, if
appropriate, Scope 3 greenhouse
gas (GHG) emissions, and the
related risks

* Describe the targets used to
manage climate-related risks and
opportunities and performance
against targets

3. Alaya Consulting
VOARER




TCFD Disclosure

Q: Is there a connection between SBT and TCFD? are they complementing each other?

A: Very connected especially in relation to transition risks where one has to assess the financial
materiality of things like investment in decarbonisation, carbon taxes or regulatory
developments and policies in energy, carbon that can impact your business

A: SBTs enable companies to meet the requirements of Metrics & Targets area of the TCFD.
The rationale for this target disclosure is investors & other stakeholders need to understand how
a company measures and monitors climate-related risks & opportunities

3. Alaya Consulting
@ O AEER



Global Momentum of the TCFD Recommendations

Organizations around the world are increasingly expressing support for the TCFD recommendations

Jurisdictions Use of the TCFD Recommendations

N0 y
i EZI-oB
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¥ |
O

April 2021: The European Commission issued a proposal calling for the
development of sustainability reporting standards that take into account existing
frameworks including the TCFD

June 2021: Switzerland's Financial Market Supervisory Authority amended
disclosure rules for banks and insurers to include climate-related financial risks,
based on the TCFD

June 2021: The Tokyo Stock Exchange issued a revised Corporate Governance
Code that indicates certain companies should enhance disclosure based on the
TCFD

October 2021: The Canadian Securities Administrators issued proposed
disclosure requirements for issuers aligned with the four recommendations of the
TCFD

October 2021: New Zealand passed a law to require certain organizations to make
climate-related financial disclosures in line with the TCFD recommendations. The
law is expected to go into effect in 2023, subject to the publication of reporting
standards

November 2021: Australian Prudential Regulatory Authority published TCFD-
aligned guidance on managing climate risks

December 2021: The Financial Conduct Authority issued a final rule requiring
issuers to make TCFD-aligned disclosures on a comply or explain basis

December 2021: The Hong Kong Monetary Authority issued a manual on climate
risk management and indicated the TCFD recommendations are “a desirable
framework for [Authorized Institutions] to rely upon”

December 2021: The Brazilian Securities Exchange Commission amended its rules
to require issuers to indicate whether they disclose information based on the
TCFD recommendations or another recognized source

December 2021: The Singapore Exchange amended its rules to require climate
reporting based on the TCFD by certain industries for FY2023 and additional
industries for FY2024

March 2022: The U.S. Securities and Exchange Commission published a proposed
rule on climate-related disclosures that incorporates key aspects of the TCFD
framework

Other Supporting Initiatives

- Europear
Commission

B FRS

“We support moving towards mandatory climate-related
financial disclosures that provide consistent and decision-
useful information for market participants and that are
based on the Task Force on Climate-related Financial
Disclosures (TCFD) framework, in line with domestic
regulatory frameworks.”

“We agree on the importance of promoting globally
consistent, comparable high-quality standards of
disclosure for sustainability reporting, building on the
recommendations of the FSB’s Task Force on Climate-
related Financial Disclosures.”

“The Commission supports initiatives by the G20, the G7,
the Financial Stability Board and others to generate
international commitment to develop a baseline of global
sustainability reporting standards that would build on the
work of the Task Force on Climate-related Financial
Disclosures.”

“The FSB strongly encourages national or regional
authorities that are developing requirements or guidance
for climate-related disclosures to consider using the TCFD
recommendations as the basis.”

The International Sustainability Standards Board’s
proposed sustainability standards that "build upon the
recommendations of the Task Force on Climate-Related
Financial Disclosures (TCFD)”.

2o¢s. Alaya Consulting

...": 2
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Climate Exposure Draft

MRS : : S :
= Requirements for disclosure of material information about

significant climate-related risks and opportunities

« Requires disclosure of information about;
— physical risks (eg flood risk)
— transition risks (eg regulatory change)
— climate-related opportunities (eg new technology)

R
Seead



Relation to TCFD and SASB

EEIFRS

< > = >
Consistent with TCFD Builds on SASB Standards
« Governance « Industry-based disclosures in
« Strategy Appendix B derived from SASB

- Risk management Standards |
+ Cross-industry metrics and targets  * "roposed changes to:

e lllustrative quidance * |Internationalise metrics
9  Add financed emissions

disclosures



Transition planning
Emissions targets and use of carbon offsets

Climate resilience

Resilience of business strategy in multiple
scenarios

Scope 1-3 emissions
Requirement to disclose GHG emissions

R
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Introduction of SBTs
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SBTi — Evolution

SBTi PUBLISHES NET ZERO PUBLICATION OF IPCC

SBTi PUBLISHES NEW SUITE DISCUSSION PAPER AND
LAUNCH OF THE SBTi OF RESOURCES FOR 1.5°C GATHERS FEEDBACK FROM stg,%l:t ggIPE?I?:-IE}BC'\.’SEIS
ALIGNED SBTs STAKEHOLDERS
Oct 2018 Jun 2019 Sept 2020 Nov 2021
May 2015 Mar 2019 Nov 2019 Aug 2021
PUBLICATION OF SBTi LAUNCHES THE SBTi LAUNCHES COP26
IPCC SPECIAL REPORT ON BUSINESS AMBITION FOR 1.5°C FOUNDATIONS PAPER FOR
GLOBAL WARMING OF 1.5°C CAMPAIGN SCIENCE-BASED NET-ZERO
(SR 1.5) TARGET SETTING IN THE
CORPORATE SECTOR AND NZ

[ BUSINESS 1 5°c .}} &% STANDARD DEVELOPMENT
n

Global Warming of 1.5°C AMBITION FOR f‘l“

PORMDATIONS FO8 SCIRNCE. HASED
NET- 890 TARGET SETTAG N
THE CORBORAT & MACTOR




Science Based Target Initiative (SBTi)?

Defines and promotes best practice in science-based
target setting

Provides technical assistance and expert resources to
companies who set science-based targets in line with the
latest climate science

The SBTi is a partnership between:
Brings together team of experts to provide companies with
independent assessment and validation of targets

OPA-Coy,

s"Cso United Nations

‘: ‘CDP

4 Global Compact Leads the Business Ambition for 1.5°C campaign, mobilizing
companies to set science-based targets in line with a 1.5°C
| future
WORLD Businesses who sign the SBTi commitment letter are:
RESOURCES
INSTITUTE e Immediately recognized as “Committed” on the SBTi,

CDP and We Mean Business, UN Global Compact
websites

e |f committing to the highest level of commitment
ambition, the company is recognised in the Business
Ambition for 1.5C campaign

.'.,," Alaya Consulting
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Science Based Target (SBT)?

An SBT is to be understood within the context of the Paris Agreement.
Policies
e Legally binding international treaty on climate change il AN
targets
only
e Participating nations have committed to limiting global g ot PR
warming to well below 2°C, preferably to 1.5°C, compared to X Batio
pre-industrial levels . 31 :'ch
e Inorder to achieve 1.5°C limit, GHG Emissions must halve by " \E| T sceans e
2030 and be net-zero by 2050 '_I_ WE ARE HERE ‘
o A rise above 1.5°C will result in severe consequences, = 2021
categorised by the TCFD as ‘physical and transition risks’ " e
“Science-based targets provide a clearly-defined pathway for (F) o b
Tracker

companies to reduce greenhouse gas (GHG) emissions [including
how much and how quickly], helping prevent the worst impacts of
climate change and future-proof business growth.”

— SBTi

Policies & action
Real world action based on current policies

2030 targets only
Full implementation of 2030 NDC targets*

Pledges & targets
Full implementation of submitted and binding
long-term targets and 2030 NDC targets*

Optimistic scenario

Best case scenario and assumes full
implementation of all announced targets
including net zero targets, LTSs and NDCs*

2030 NDC targets are weaker than projected emissions levels
vder policies & action, we use levels from policy & action

CAT warming projections
Global temperature
increase by 2100

November 2021 Update

Source: Climate Action Tracker

'.' :; Alaya Consulting
N AHER



SBTi - 1.5°C is the new normal

#E  fa
O Vvl
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T

66% of all science-based targets validated by
the SBTi in 2021 have been 1.5°C aligned for
scope 1 and 2.

Hundreds of companies have now committed to
achieving net-zero emissions by 2050 through

the Business Ambition for 1.5°C campaign.

SCIENCE
MORE COMPANIES BASED
ARE NOW SETTING TARGETS

1.5C ¢

TARGETS

THAN ANY
OTHER TARGET

#ScienceBasedTargets



SBTi — 1.5°C is the new normal

« On 15 July 2021, the SBTi unveiled its new strategy to

BASED
ARE NOW SETTING

TARGETS
from well below 2°C to 1.5°C above pre-industrial o
levels. ) 1 e 5 C 223

increase minimum ambition in corporate target setting MORE COMPANIES @ SCIENGE

« The new strategy is in response to increasing TARGETS e
. . _ THAN ANY 2
urgency for climate action and the success of science- OTHER TARGET '

based targets to date.

#ScienceBasedTargets

« All companies that submit targets from 15 July 2022

will need to align to the new criteria.

#3  ge
55, atat
= -3
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Science Based Target - Transparency

About Us  Business Ambition for 15°C  News & Eve

o

How it works Set a target Companies taking action Sector guidance

Mear term ¥ term Net-zero = Hong Kond * Region v Organization type » Sector - Date -

TARGETS

COMPANY/FINANCIAL
INSTITUTION = NEAR TERM LONG TERM NET-ZERD ORGANIZATION TYPE

A.5. Watson Holdings Limited
Hong Kong, Asia

Company

AlA Group Limited
Hong Kong, Asia

Financial Institution

Alaya Consulting Ltd.
Hong Kong, Asia

Company

Allied Sustainability and Environmental Consultants Group Limited T . .
; [ —— Small or Medium Enterprize

Hong Kong, Asia

ASL Global Limited

Hong Kong, Asia

Small or Madium Enterprize

Chinachem Group
Hong Kong, Asia

Company

CK Hutchison Group Telecom Holdings Limited
Hong Kong, Asia

Company

CLP Holdings Limited
Company

Hong Kong, Asia etz ' ' onsulting
@ ) AHmEE




Science Based Target - Transparency

Q: Hello, may | know if it is a must to disclose our target achievement status in the target
year? Thanks

A: The SBTi does not currently track companies’ progress against their targets but all
companies with approved targets are required to annually report their company-wide GHG
emissions to ensure that targets progress can be tracked.

3. Alaya Consulting
O AEER



Science Based Target Progress Report

* Despite the challenges posed by COVID-19, adoption of science-based targets continued to

accelerate in 2020. We are now approaching a critical mass of companies setting science-based

targets in many sectors and geographies.

* Companies with science-based targets have delivered emissions reductions in the real economy

at scale: we now have evidence that companies’ science-based ambition is backed up by real

emissions reductions.

* Over 1,000 companies are working with the SBTi to reduce their emissions . From November 2019
- October 2020, 370 organizations joined the SBTi at an average rate of 31 companies per month —

more than double the rate from 2015 to 2019.

3%, Alaya Consulting
@ O AEER



SBTi — Progress to date

Companies with science-based targets are

Tt #ScienceBasedTargets " A i . 5
® S delivering emissions reductions at scale.

'ARGHS BETWEEN 2015-2019
THE TYPICAL SBTI COMPANY HAS

» Companies with science-based targets reduced

REDUCED 64% emissions by 25% between 2015-2020, compared

gﬁ«fﬂ!ﬁ?&%ﬁ PER YEAR with an increase of 3.4% in global emissions from

energy and industrial processes.

WHILE GLOBAL EMISSIONS

FOR ENERGY AND INDUSTRIAL 0'8 5% . . .
PROCESSES HAVE INCREASED BY ~ PER YEAR » The typical company with SBTs reduced direct
(scope 1 and 2) emissions at a linear annual rate

of 6.4%. This exceeds the rate required by the

SBTi’s criteria to meet 1.5°C scenarios (4.2%).

Source: SBTI Progress Report 2020

A



Science Based Target Progress Report

SBTI takes the threshold of 20% as a critical mass for science-based target-

setting in a given sector or geography

CRITICAL MASS OF COMPANIES

Innowvators Early adopters Early majority Late majority Laggards

3. Alaya Consulting
e AR EE



Science Based Target Progress Report

* The 338 companies in our analysis collectively
reduced their annual emissions by 25% between

2015 and 2019 — a difference of 302 million tonnes,

which is equivalent to the annual emissions of 78

coal-fired power plants.

e SBTI companies make up nearly 20% of total global

companies in terms of market cap

* 94% of companies with approved science-based

targets have set value chain targets

AN LA

of companies with
approved targets
are 1.5°C-aligned

companies have
committed to Business
Ambition for 1.56°C

302

TONS

/3

coal-fired
power plants

3. Alaya Consulting
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Science Based Target Progress Report - 1.5°C and beyond

Holding warming to 1.5°C could mean:
* |n business terms, a 1.5°C world is one that is

e e more economically stable, in which supply chains
to extreme heat

are less susceptible to flood and extreme

weather risks;

fewer people * Workforces are less exposed to extreme heat,
exposed to drought

water scarcity and food shortages; and company

operations are less at risk from dramatic changes

fewer people exposed to to water supplies.
rising sea level impacts®

v2i%. Alaya Consulting

(53 KRR TIT



Science Based Target Progress Report - 1.5°C and beyond

TARGET TEMPERATURE « The SBTi enables companies to set

CLASSIFICATION OF COMPANIES targets in line with the Paris Agreement,

WITH APPROVED TARGETS with 1.5°C representing the highest level
of ambition.

® 15C * Currently only targets relating to

emissions coming from companies’ direct
operations (i.e. scope 1 and 2 emissions)
receive a temperature classification.

* As of October 2020, 41% of companies
with approved targets had aligned them
with a 1.5°C trajectory, with the
remainder classified as either ‘well-below
2°C" or 2°C".

As of October 2020, 41% of companies
with targets approved by the SBTi had
aligned them with 1.5°C. This chart
excludes companies approved by
SBTi’s streamlined SME route.

® Well-below 2°'C

PR Alaya Consulting
@ VOARER



Science Based Target Progress Report - 1.5°C and beyond

* As of December 2020, 373 companies, representing more than
$8.6 trillion in market capitalization, had committed via the
campaign to setting 1.5°C-aligned targets across their
operations and value chains. Many of them have also pledged
to reach net-zero emissions by 2050 or before.

. Companiesljoining the Business Ambition for 1.5°C campaign
automatically become part of the UNFCCC’s Race to Zero
coalition, which seeks to rally leadership and support from
gggicr)\esses, cities, regions and investors to reach net-zero by

e Currently 454 cities, 23 regions, 1,397 businesses and 74
major investors have stepped up to join 120 countries in the
Race to Zero. Collectively they cover nearly 25% of global CO2
emissions and over 50% of global GDP.

* These two campaigns are building momentum around
ambitious science-based target setting and the shift to a net-
zero economy, and are sending a clear signal that business,
cities, regions and investors are united in their commitment to
achieving global climate goals.

3%, Alaya Consulting
@ O AEER



Science Based Target Progress Report — value chain
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94% of companies
with approved
science-based
targets have set
scope 3 targets in
line with climate
science.

We are also seeing a
cascading effect of
science-based target
setting as companies
seek to reduce their
supply chain
impacts, with 69
companies setting
supplier
engagement targets
requiring their
suppliers to set their
own science-based
targets.

.g,; Alaya Consulting
A B



Science Based Target — Recognised Standard

Q: What were the drivers to adopt SBTi for your respective companies?

A: |tis a structured and data driven approach that takes away subjectivity to the process, so

also more credible. You can also line up your contribution to a global objectively. | consider
SBTi the most rigorous approach to a SDG/global goal.

STRENGTHEN RESILIENCE AND ADAPTIVE
13 CLIMATE R CAPACITY TO CLIMATE RELATED DISASTERS
AGTION .5 @ Strengthen resilience and adaptive capacity to

climate-related hazards and natural disasters in
all countries.

INTEGRATE CLIMATE CHANGE MEASURES INTO
POLICIES AND PLANNING

Integrate climate change measures into
national policies, strategies and planning.

3. Alaya Consulting
@ VOARER



Science-based Target Setting

Situation

Alaya Consulting Ltd. Founded in 2014, Alaya Consulting has been advising listed companies on ESG disclosure, assurance and GRI
certified training. Positioning itself as the leading facilitator of corporate sustainability, Alaya practices what it
preaches. We not only have our own environmental policy and a defined recycling initiative but also manage our

Environmental Management & Consultancy Service Alaya Consulting commits to reduce carbon footprint scrupulously.

scope 1 and 2 GHG emissions 47% per m2 by 2023 from a 2017 base year. Alaya
Consulting also commits to reduce absolute scope 3 GHG emissions from purchased
goods and services, capital goods, waste generated in operations. business travel and
employee commuting 7% by 2023 from a 2017 base year.

Predominantly an office-based operation, Alaya consumes a relatively small amount of energy. Nevertheless, we
believe it is critical for us to be a part of the solution to set our own carbon reduction target. We follow the
methodology advocated by SBTi, a collaboration between CDP, the UN Global Compact, the World Resources Institute
and the World Wide Fund for Nature. Targets adopted by companies to reduce greenhouse gas emissions are
considered “science-based” if they are in line with the level of decarbonization required to keep global temperature
increase below 2 degrees Celsius compared to pre-industrial temperatures.

SCIENCE-BASED TARGET APPROVED Challenge

There was no ESG consultancy in Asia having approval from SBTi for its science-based target. To qualify for an
approved SBT, Alaya’s carbon reduction strategy was required to demonstrate its alignment with the Paris Agreement
(the 2-degree Celsius commitment), meeting a set of stringent sector-based emissions reduction targets for Scope 1,
2 and 3 emissions. Leveraging on in-house capability on carbon accounting and consulting, we have intensively
examined the SBT manual and identified critical decisions impacting target setting, for example, selecting the base
year and target year, conducting Scope 3 screening, and more importantly, how can we be confident that the target is

attainable.
. SCIENCE Outcome
BASED L , o . . . .
" TARGETS Alaya Consulting is the first ESG consultancy in Asia to receive approval from SBTi regarding carbon reduction target.

We are committed to reduce Scope 1 and 2 GHG emissions by 47% per square meter by 2023, from the base year
2017. Scope 3 GHG emissions from purchased goods and services, capital goods, waste generated in operations,
business travel and employee commuting are to be reduced 7% by 2023 from the base year 2017. By having our own
SBT, which forms an integral part of our carbon disclosure strategy aligning with TCFD recommendations, we show by
example to corporates in Hong Kong and China how they can contribute to a sustainable environment for business and
@ for future generations. '.5.;'..:‘ Alaya Consulting

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

.8
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Science Based Target — Greater China

TARGETS

COMPANTYFINANCIAL -
INETITUTION HEAR TERM - LR TERM KET-TERD

Al=ya Consulting Ltd.
Hong Kong, Asla

HE Eleciric Inwestments (HKE)
Hong Kong, Asla

ASL Global Limited
Haong Kong, Asla

Chinachem Group
Hong Kong, Asla

Swire Properties Limitad
Hong Kong, Asla

‘Ewire Coca-Cola Limited
Hong Kong, Asla

Co2nnsulting Limited
Haong Kong, Asla

Allled Sustalnabliity and Environmental Consultants Group Limited
Haong Kong, Asla

Ronald Lu & Partners
Jong Kong, Asl

CLP Holdings Limited
Haong Kong, Asla

39



Science Based Target — Greater China

N S R

AEC Hong Kong Professional Services

Swire Coca-Cola Limited Hong Kong Food and Beverage Processing

Ronald Lu & Partners Hong Kong Professional Services

Swire Properties Limited Hong Kong Real Estate

Alaya Consulting Ltd. Hong Kong Professional Services

HK Electric Investments (HKEI) Hong Kong Electric Utilities and Independent Power Producers and Energy traders
ZHEJIANG MAYANG INDUSTRIES CO.,LTD China Building Products

Weihai Luda Art & Craft Co., Ltd. China Trading Companies and Distributors, and Commercial Services and Supplies
JD Logistics China Air Freight Transportation and Logistics

Lenovo China Technology Hardware and Equipment

Taiwan Mobile Co., Ltd Taiwan, Province of China Technology Hardware and Equipment

Asia Cement Corporation Taiwan, Province of China Construction Materials

TCI Co., Ltd. Taiwan, Province of China Pharmaceuticals, Biotechnology and Life

Taiwan Cement Corporation Taiwan, Province of China Construction Materials

Far EasTone Telecommunications Co., Ltd. Taiwan, Province of China Telecommunication Services

LITE-ON technology corp. Taiwan, Province of China Technology Hardware and Equipment

Delta Electronics Taiwan, Province of China Technology Hardware and Equipment

40




Science Based Target — Greater China

Scope 1, 2 Scope 3 target
SEORE T SIRIEEHIEHOS method and target

AEC* Well below 2°C 30%
Swire Coca-Cola Limited 1.5°C Absolute 70% Absolute, 30%
Ronald Lu & Partners Well below 2°C 21% Absolute, 8%
Swire Properties Limited 2°C 35% SDA: Physical, 28%
Alaya Consulting Ltd. 2°C SDA: Physical 47% Absolute, 7%
HK Electric Investments 2°C 30% N/A

*For SMEs

oy a1

Alaya Consulting



Science Based Target — China

Scope 3 target method

Companies Target Scope 1, 2 target method Scope 1, 2 target and target

ZHEJIANG MAYANG

INDUSTRIES CO.,LTD* Well below 2°C 30% Measure and Reduce
\é\:’ihljidl.'fda Art & Craft Well below 2°C Al 28% Measure and Reduce
ID Logistics 1.5°C 50% Absolute, 50%
Lenovo 1.5°C 50% SDA: Physical, 25%

*For SMEs

Alaya Consulting 42
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Taiwan Mobile Co., Ltd

Asia Cement
Corporation

TCI Co., Ltd.

Taiwan Cement
Corporation
Far EasTone

Telecommunications

Co., Ltd.

LITE-ON technology

corp.

Delta Electronics

Science Based Target — Taiwan

Well below 2°C

Well below 2°C

1.5°C

Well below 2°C

2°C

2°C

2°C

Absolute
SDA: Physical
Absolute

SDA: Physical

Absolute

SDA: Physical

SDA: Economic

30%

8%

51%

11% & 32%

20%

39%

56.6%

. Scope 1, 2 Scope 3 target

Absolute, 15%
N/A
Absolute, 15%

N/A

Absolute, 17%

SDA: Physical, 29%

Absolute, 20%
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Alaya Consulting

Science Based Target — Greater China

SBT

Target Method for
Scope 1 and 2

SDA: Economic
6%

Absolute
59%

Scope 1 and 2 target

>=70%
60

<40%
65%

Scope 3 target

>=50%

6%

49%-30%
6%

N/A and Measure
and Reduse
35%



Science-based Target Setting

What sector(s) do struggle most to set and meet the SBTI targets?
The low participation rates are from the GHG-intensive sectors, such as aluminum, pulp and paper, as
well as iron and steel, mainly because those are not consumers-facing companies.



Understand SBT setting methods and components

o° O
& 9. Alaya Consulting
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GHG Protocol — scopes diagram

Scope 7
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15 categories of scope 3

Alaya Consulting

Upstream

Fuel-and- Purchased Capital Business  Commuting  Waste Upstream Upstream
energy-related Goods & Goods Travel leased Assets transportation
activities Services and distribution

Processing of Downstream Franchises Use of sold End-of-life Investments Downstream
sold products transportation products treatment of sold leased Assets
and distribution products

Downstream



An Overview of Real Estate Sector

Tokyu Fudosan VIEW TARGET Targets Set o 15°C Japan Asia Real Estate
Holdings Corporation

Companies have

a p p rove d S C i e n Ce- :\:II(I)TSLL:II_:)FU DOSAN VIEW TARGET Targets Set Well-below 2°C Japan Asia Real Estate
based targets o

Nomura Real Estate VIEW TARGET Targets Set Well-below 2°C Japan Asia Real Estate
Holdings, Inc.

C O m p a n I eS I n AS I a CapitaLand VIEW TARGET Targets Set Well-below 2°C Singapore Asia Real Estate

have approved
g Mahindra Life_s;:_paces VIEW TARGET Targets Set 1.5°C g Asia Real Estate
SCIence'based targets Developers Limited

Mahindra World City VIEW TARGET Targets Set 1.5°C India Asia Real Estate
(Jaipur) Ltd.

Company in Hong
Kong has approved
SCience_based targets Swire Properties VIEW TARGET Targets Set o 2°C Hong Kong Asia Real Estate

Limited

Mahindra World City VIEW TARGET Targets Set 156°C India Asia Real Estate
Developers Ltd

Alaya Consulting
ES T L



Usually Seen Sources of Emissions

Stationary combustion sources

Mobile combustion sources

Fire extinguishers

Refrigerants

Direct emissions from sources

controlled by the organisation

Purchased energy for provision of
services in common areas of our
office, retail and residential
properties

Indirect emissions from the
generation of purchased energy

Downstream leased assets

Capital goods, including construction
materials

Use of sold products

Purchased goods and services

Fuel and energy-related activities

Others e.g. biogenic activities

Other indirect emissions from sources
not controlled by the organisation




An Overview of Real Estate Sector

Scope 3 Categories

Others (Fuel and energy related T o Combining Scope ]_, 2 and 3 has
activities, Biogenic activities els) been the most popular method

Purch ds and service | NN i iviti
urchase goods and service =» Due to various activities has

Use of sold product [N myolved, comblnlng Scope 1,2,3
might be an ideal move

Capital goods |
Downstream leased assets || NG
Combined scope 1,2,3 [ N

0 2 4 6 8 10 12

51
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Benefits of setting SBTs

Ensures profitability &
competitiveness

Provides financial protection

& maintains access to capital
®

- Increasing consumer preference for
sustainable business practices

- Companies that act now will be ready
for changing regulations and public

- CDP data analysis: companies with policy

published emissions targets were
more profitable than those with no
targets

- Strengthen investor confidence and
company’s credibility

-+ Leading on decarbonisation earns
- Suppliers more attractive if they have reputational rewards

GHG reduction initiatives
% Enables cost reductions

- Ambitious targets drive innovation and transform
business practices

 Avoided costs from reducing use of increasingly
expensive raw materials
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Case Study - Swire Properties

First real estate developer in Hong Kong and mainland committed to SBTi

First real estate developer in Hong Kong committed to 1.5°C target

Swire Properties’ SBT (approved in 2019)

—_ = =S
’——- —_

0 - -~
‘ 35% ¢ Downstream Leased Assets\ \
per sqm, by 2025 Se o -7
$ 52% & 28%

per sqm, by 2030 per sgm, by 2030

froma 2018 baseline from a 2018 baseline

Source: https://sd.swire

DI K 3
SWIRE PROPERTIES

Scope 3 target by categories |

L

— —

- -~

~

7
( Capital Goods

Cat 13: Downstream Leased

Assets
* Tenant operations powered by
100% renewable electricity
* Improve tenants’ energy use
intensity

Physical intensity
target

Cat 2: Capital Goods :

* Low-carbon procurement :
* Platinum-certified concrete |
» Battery storage system to power |
tower cranes !


https://sd.swireproperties.com/2020/en/performance-environment/climate-change/making-progress-towards-our-science-based-targets

Benefits of setting SBTs

Named a “Top 10” green bond issuer globally by Climate Bonds Initiative for
our green bond reporting work Green Finance Reports

(2018 - 2020)
Sustainability-Linked Loan (SLL)

» 2019: HKS500 m, first in Hong Kong Green Bonds
to launch a financing mechanism * 2018: First certified USS500 m green

that ties with year-on-year SD bond in Hong Kong that obtained the
performance improvement targets Green Finance Certification from Hong
* retain listing on DJSI World Kong Quality Assurance Agency
* reduction in energy intensity (HKQAA)
2020 : Launched 3 more SLLs, * 2020 :Launched a few more green
totalling HKS3B, and a HKS1B green bonds, totalling HKS1,934 m

GREEM
BOND
lI!I

GREEN

=1
2
o
7

Financial Institutions

loan

' o 0 ‘
® ¥ ® & o
| LA 0 .
: Sustainable Water
Climate Ch E
[Green Buildings] [ I:LE B _EHEE] [ - Hr:t?rgy ] [ REI? Wb ] [ and Wastewater ] FINANCE
aptation iclency nergy Management REPOAT 2020

I Ty

Positive Impact to the Environment and Our Future Developments

LY

Source: Swire Properties Limited



Benefits of setting SBTs

Existing Buildings New Buildings Tenant Engagement

= Free energy audits

= Monitoring-based commissioning of = Green building certifications ;
HVAC system & energy audits . Passive design or tenants

= Adoption of high-efficiency » Structural optimisation _
technologies, e.g. electronically- * Minimise embodied carbon via low- ) Grte.en_ L
commuted (EC) motor plug fans Initiative —

carbon material selection

technical guidelines
& award scheme

= Cloud-based smart energy management platform for global portfolios = Green Shop
= Artificial intelligence / machine learning for continuous energy optimisation Alliance Awards
* Investment in on/off-site renewable energy

10+ years partnership with Tsinghua University - * 1enants’ employee

Joint Research Centre for . through the Joint Research Centre engagement
I : £ rogramme
Building Energy Efficiency | Over 105M kWh Prog
and Sustainability ‘ energy savings

Source: Swire Properties Limited




Benefits of setting SBTs

>500,000 ;.-

4 N 135,500,

Combined PV ’ st
Hong Kong system & green roof H K S 1
bio-diesel powered tri-genaration
. and abzorption chilier system in
Onsite Renewable commercial bulding
Energy : Taikoo Li Sanlnun
’ » -
Generated by solar Beijing
photovoltaic (PV) panels
and tri-generation and
absorption chiller system
Guangzhou

e
>

~57,690 ww:

Sourced 100%
offsite renewable
electricity supply
since 1 July 2021 to
achieve net-zero
emissions

Offsite Renewable

Energy Procurement
Two developments Chengdu
powered by 100%
\ renewable electricity

~35,600 mwn

Scurced 100%

offsite renewable

electricity supply Guangzhou
since 2020 to

achieve net-zero

emissions

Source: Swire Properties Limited

Alaya Consulting
&R W



The importance of scope 3

® Scope 3 emissions tend to account for the majority of emissions of a business

e NZTs: Intoday’s net-zero target setting landscape, scope of covered emissions
is uneven and inconsistent as some companies set net-zero at the Scope 1 or

Scope 2 level, or only in some geographical locations
e SBTs: Scope 3 must be covered in most cases
e Crucial to look at those emissions in order to set accurate targets

1. Understand your current data collection and reporting processes to
identify the gaps in data

2. Utilize guidance and resources

3. Assess relevance of the 15 GHG Scope 3 categories to make sure that you
capture the right emissions

4. Plan data collection methods and calculations approaches with the correct
emission factors

= -3
"S-



The importance of scope 3

SCIENCE
. . . .| BASED
Stakeholder expectations continue to rise @_& TARGETS
SBTi — Requirement to set Scope 3 targets ORI ABITIOUS CORPORAT. LWATE AN A : CDP
CDP and most disclosure schemes are seeking Scope 3 data My

The FCA recently closed a consultation on changes to the UK Listing Rules proposing
that all companies listed on the main market™™ should report under TCFD on a
‘comply or explain’ basis in relation to financial years ending on or after 31 December

TCFD|
Accept that the accuracy of Scope 3 reporting will not be perfect
It will improve over time as more specific data becomes available

Track and report year on year changes resulting from reduction actions or simply
improving quality of the footprint data

The quality of Scope 3 needs to be good enough to identify priority areas and
implement the right decisions.

@ oo
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SBT - data requirements

*  Scopes: Must cover Scope 1 and 2, and for companies with Scope 3 emissions O
covering more than 40% of total emissions, must also include Scope 3
GREENHOUSE
*  Ambition: Minimum level of ambition is 2 degrees GAS PROTOCOL
*  Flexibility: Can exclude up to 5% of scope 1 and 2 emissions combined in the Or
Corporate Value Chain
boundary of the inventory and target Gnd Reparting Shandard

*  GHGs: Must cover all relevant GHGs per the GHG protocol

Ve
» Level: Recommended to set at the group-level (less granular) %l?
. r
e & wocss

» Carbon compensation, removal and offsets: must not be counted as

emissions reductions O e,
»  Data quality: must have data verified during the approvals process of the ﬁm';‘fl‘,;‘,:f’i?,,,w
target 'l‘f.'-'i.'.‘-f:i--'.:".'-'-‘-"-'-i"\\ @* X
*  Progress and updates: target must be adjusted throughout the progress ,‘3'?

» Data gaps: allows but does not recommend estimations/modelling

HS )
L )
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Alaya Consulting
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Three key steps in calculating a SBT

1. Assessing the global 2. Calculating your business’ 3. Compare your budget
carbon budget carbon budget and your footprint
How large is the pie? How large is my slice? Am | eating too much?

FLr,
N e el
e e W e
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Different Emissions Scenarios

Scenario Description

* Limiting warming to 2°C is not longer
accepted by the SBTi

* “Well-below 2°C” is equivalent to 1.75°C

* 1.5°C is current best practice

=3 "..'.-.'.
mE 0°



Target setting method

Figure 3-1. Main Elements of Methods for Setting SBTs

Carbon Budget
A finite amount of carbon that can be emitted
into the atmosphere before warming will
exceed specific temperature thresholds

Emissions Scenario
Represents a way of distributingthe
available carbon budget over time

Convergence
L4 | All companies within a given sector reduce

<> - their emissions intensity to a common value
Refers to the way the carbon by a given year as dictated by a global

budget underlying a given temperate pathway

Allocation Approach

emissions scenario is allocated

among companies with the same
level of disaggregation (e.g. in a
region, in a sector, or globally) <

Contraction
All companies reduce their absolute
= emissions or economic emissions intensity
at the same rate, irrespective of initial
emissions performance

SBTi Target Setting Manual pg 19

Sectoral Decarbonisation Approach (SDA)

Setting physical target which takes sector specific
mitigation potentials and projected growth into account
Underlying scenario: beyond 2°C approach

Fixed activity indicator of intensity target (depends on
sector)

Absolute Emissions Contraction

All companies reduce their absolute emissions at the
same rate, irrespective of initial emissions performance
An absolute emissions reduction target is defined in terms
of an overall reduction in the amount of GHGs emitted to
the atmosphere by the target year, relative to the base
year

Underlying scenario: well below 2°C and 1.5°C approach
Companies can convert the absolute target into an
intensity target with custom activity indicator


https://sciencebasedtargets.org/resources/legacy/2017/04/SBTi-manual.pdf

Different methodology

Sectoral Decarbonisation

Absolute Contraction
Approach (SDA)
'\‘-%\
=55 """"....l =
9 e o =
[T} b 'H‘ c
E I‘-""'-t. S E
L:t q."""-. "-.._u‘ === Company A = - = Company 4
4 -, h"'-.._‘ ""-._ - Company B s == = Company B
= -n.._‘ “-“_ - o
9 Sena B g T Company C @ J—
_-.':5 = -"-. a5 “"'q = "-l-.._ r e E ( ny
= il T e === Company D Wi Company C
2010 2020 2030 2040 2050 o : YO Y
Year I
Same reduction pathway for all companies within a Reduction pathways based on emissions intensity

given timeframe Reduction pathways different by sector and

Suitable for mixed, heterogeneous sectors recognises current position —i.e. accounts for
Gmibaiead for betis investments already made

Well-below 2°C (2.5% linear reduction / year) * Currently only available for well-below 2°C
1.5°C (4.2% linear reduction / year)
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Target Setting Process

LA E Baseline and target . Submit, validate and
Greenhouse gases . Target setting
. year selection announce the target
inventory
> Boundary

Company-wide Scope 1 and 2 emissions (as well as Scope 3 if it constitutes more than 40% of total)
> Timeframe

From date of announcement, 5-10 years

> Reporting
Publicly disclose its company-wide GHG emissions inventory and progress against their targets on an
annual basis

> What are the associated costs?

From 2019, target validation services will be charged (USD 5000 for two assessments)



Target setting for standard commitment

Process Overview

24 months Down the line

v

1. Initial Cgr.nsrrtllilzrrrr::nt 3. Develop 4. Calculate \ 5. Submit target
assessment the SBT the SBT submission form

letter

c. Define
timeframe d. Scope 1 e. Scope 3
and ambition and 2 target target
level

Alaya Consulting



Target setting for SMEs

If approved, companies are required to publicly

Review, sign and send a digital copy of the report their company-wide scope 1 and 2 GHG

letter in PDF format to SBTi emissions inventory and progress against
published targets on an annual basis

3. Due 4. Payment
1. Initial 2. Complete Target diligence and verification and

assessment Setting Letter target target
approval confirmation

The targets will be published on the
SBTi website as well as partner
websites at CDP and We Mean

Incomplete information or
inconsistencies will cause a delay in
the overall process

SMEs are required to complete a recent,
comprehensive GHG emissions inventory

following the Greenhouse Gas Protocol Business.

Corporate Accounting and Reporting Standard Invoicing and fee payment (one-time

and Scope 2 Guidance. fee of USD 1,000 (+ applicable VAT)) SMEs who are eng.aging in the UN
Global Compact will also be

Companies are required to describe the activities recognized on this website

generating scope 1 and 2 emissions

K1Y
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Science Based Target

Q: For 1.5C alignment according to SBTi only absolute contraction is the only method?
Sectoral Decarbonisation Approach is not applicable for the 1.5C scenario?

A: The SBTI target setting tool currently considers WB2C and 1.5C aligned pathways. The 1.5C
scenario is available for the absolute contraction method and the 1.5C scenario using SDA Is
only currently available for the power sector only.



Where to start?

Target applicability and ambitions

*  Assess the applicability of the different target types and approaches

* Understand and define your organization's level of ambition

Utilise guidance and resources

+  SBTi: Corporate Manual

»  SBTi: Foundations for Science-Based Net-Zero target setting in the

corporate sector

»  SBTi: Best Practices in Scope 3 Management

= -3
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Where to start?

H Review your current data collection and reporting processes

Scopes 1, 2 and 3 categories
Data coverage and quality

Identify the gaps and improvement opportunities

n Calculate and set an emissions baseline

Focus on the material impact areas e.g. Scope 3 screening
Map categories across your organization and value chain
Primary data vs. estimations (in line with target requirements)

Emissions factor selection (location-based, supplier-specific, supply

chain spend, LCAs)



Where to start?

H Implement a robust and ongoing data collection and calculation strategy
*  Work towards accuracy and coverage
* Ensure initiatives savings and associated savings are tracked
* Develop your approach to offsetting and monitor projects
*  Schedule and plan third-party verification

*  Use a system to streamline the process

n Report on progress

* Disclose transparent progress against targets

* Ensure internal engagement and communication

*  Country / Site / BU level performance breakdowns

* Review targets and baseline annually to ensure alignment (e.g.

COVID19 impact)




SBT challenges

Data accuracy challenges

Boundaries of the targets

Baseline setting

Application of the data

Tracking of initiatives

Tracking of offsets



Lessons learned from our experiences

Selecting the right approach
offers higher flexibility in
formulating carbon reduction
strategy

Select the right SBT accounting approach

Data collection training/briefing to employees
is a must since they may not possess relevant
knowledge and experiences in collecting
scope 3 data

Data collection briefing

Communication Engage SBTi during the target-setting process,
with SBTi ensuring the target fulfills SBTi’s requirements
— especially on scope 3 emissions

Consider scope 3 categories that are .
related to the client’s business and tailor- Scope 3 data collection and

made scope 3 screening checklist subject screening
to client-specific situation

Aiming to set an ambitious yet attainable SBT



Science-based Target Setting
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Engaging And ; d J
Empowering Our People -_
Top Form values and respect

the diverse background of our 4% o
associates, and we foster.a

safe working environment

where everyone has an

opportunity to excel in their

professional career and

become a champion of their

field.

Situation

Top Form International is an original equipment manufacturer (OEM) of bras, recognized as one of the
leading OEM brassiere manufacturers in the world. With its corporate office based in Hong Kong, the
company has manufacturing sites across China, Thailand and Cambodia. Facing increasingly stringent ESG
disclosure requirements, and to strengthen competitive advantages by setting a carbon reduction target, the
company believes there is a huge upside for establishing its science-based targets (SBT), which are
essential for instilling confidence in investors.

Challenge

According to Science-based Target Initiative (SBTi), if a company has over 40% of its total GHG emissions
coming from Scope 3, then a target on Scope 3 must be set. One of the challenges would be to ascertain if
Top Form meets the threshold. Besides, given the multiple manufacturing locations, emission data for each
region have to be compiled so as to analyze the sources and levels of emissions.

With that said, the biggest challenge would be to set an appropriate SBT to follow and commit to, taking into
consideration the constantly changing compliance regulations, alongside immense pressure from various
parties urging Top Form to further enhance sustainability of its operations. On one hand, investors are
becoming increasingly wary of sustainability, demanding better practices and more transparent disclosures;
on the other hand, competitors are continuously enhancing their ESG performances. Nonetheless,
difficulties in communicating the company's commitment to clients and stakeholders may also lead to its
efforts going unnoticed.

Solution

Top Form commissioned Alaya Consulting to advise on SBT setting due to its solid track record in setting
and tracking SBT. Alaya has taken the four-step process in setting targets. First, by collecting GHG emission
data including a Scope 3 screening, Alaya would be able to get hold of the full picture of GHG inventory. This
is followed by the selection of baseline and target years, according to the company's projected growth rate.
The third step entails setting an appropriate target in line with Absolute Emissions Contraction. Lastly, Alaya
would determine a SBTi target for Top Form's approval. Throughout the entire target-setting process, Alaya
would provide consistent support and maintain regular updates with Top Form, ensuring that a SMART
(specific, measurable, attainable, relevant and timely) SBT is being set.
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Science-based Target Setting

How should a new fashion start up, with a focus on sustainable products, commit to SBTs? We have no
historical data nor many reduction opportunities?

You may start by calculating the GHG inventory in-line with the GHG Protocol. The guidance and
relevant resources for the apparel and footwear sector can be found here:
https://sciencebasedtargets.org/sector-development/apparel-2/

Can we off set emissions by buying carbon credits / renewable electricity?
Offsets are not recognized as one of the strategies to set the SBTs. Renewable energy instruments such
as renewable energy certificates (RECs) should only be used to meet reductions of scope 2 emissions

using the market based approach. Please see the GHG Protocol Scope 2 Guidance for further guidance
on scope 2 accounting.
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Net Zero Standard

IT'S HERE!

o/ NET-ZERO
| STANDARD

SBTi’s Standard clarifies that rapid action to halve emissions
before 2030 and long-term deep emissions cuts of 90-95%
before 2050 are crucial for net-zero targets to align with
science.

To achieve net-zero with the SBTi, emissions that are not
possible to cut - the final 5-10% - have to be neutralized
through carbon removals.

Companies should invest in climate mitigation beyond their
value chains on the road to net-zero, but this must be in
addition to, not instead of, deep emission cuts in line with
science.

..;.b; Alaya Consulting
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Net Zero Standard

Governing bodies

Executive Board
Sy, WORLD - q
S@8% United Nations ; o) @ h WE ME LN
g@; Global Compact ) :{;:(:Il,l.t(f: So, L ml mlmgmp‘me BUSINESS

Provide partner input on governance and strategy
Actively engage in ratifying leadership and standard decisions’

| Advisory bodies |

Technical Scientific

Net Zero Expert
Advisory Group Advisory Group

Advisory Group

Diverse group of Diverse group of | Diverse group from

corporate sustainability climate change

experts — inputs only mitigation scientists — I and industry. Main
inputs only | consensus body for

| NZ criteria and key
: for external input.
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|
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I civil society, academia :
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L——. Standing bodies -—————————eee———- l  NZ project specific —- ;

\lays Consulting
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SBTi Governance i_ SBTi Staff E External advisors
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W wie - Steering
wes SYCOP. Committee

Coordinates the NZ
development
process across the
multiple stakeholders
driving the cadence
from draft through to
rollout

Operates as de-facto standards/tech board
Final decision authority on technical criteria
and methods

To be replaced ultimately by an independent
Standards Board

Decision authority on strategy and
implementation in consultation with the
board

|
|
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Made up of the 4 Internal technical
Partner NGOs and team to develop
setup for quality methods and
assurance and criteria
consensus

building internally



Key Elements of the Net-Zero Standard

2015 | 2020 | 2025 | 2030 | 2035 | 2040 | 2045 | 2050 | 2055 | 2060 |
& e P I S e e e e U S .
Base year @ rrssrnnnunsnn s a s s
bﬂd Near-term science-based .;A';. Long-term science-based
/\‘/\ target ¥ target
Previously “science-based targets”, ® Long-term SBTs to align with reaching
- aligned to NZ Standard and updated NZ
- S ~ SBTi strategy
< S 5-10 year reduction target in line A target that should be achieved
',% \ with 1.5°C pathways to ensure by 2050 to reach net-zero and
0 \\ immediate climate action. limit global warming to 1.5°C.
uE.l \\ < For most companies, this means
S reducing emissions by at least
N 90%.
\\
\\ Any residual emissions should be neutralised at net-
S - zero (for most companies, a max. 10% of base year
> P I emissions).

In the transition to net-zero: Companies are encouraged to take action or make

investments to mitigate emissions beyond their value chains, e.g., purchasing high-quality,
jurisdictional carbon credits that support countries achieving their nationally determined ... )
contributions wzits. Alaya Consulting
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Key Elements of the Net-Zero Standard

First things first... ...while also recognising need to go further

Investments and actions to mitigate emissions
outside a company’s value chain can accelerate the
transition to global net-zero.

2

Emission reductions are key to
transition to global net-zero

« Complete emission inventory following GHG Protocol * In the near-term, companies are encouraged to
make or invest in a variety of mitigation actions that
« Set near- and long-term science-based targets to reduce go further than their SBTs

value-chain emissions

: : e * In the long-term, companies must neutralise all
*Implsmentation of cimeats Mitigation stratogy residual emissions with equivalent removals

+ Disclose target progress annually

e, Alaya Consulting
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SBTi proposed definition of net-zero emissions

FOUNDATIONS FOR SCIENCE-BASED
NET-ZERO TARGET SETTING IN

THE CORPORATE SECTOR

VERSION 10

5

‘To reach a state of net-zero emissions for
companies implies two conditions:

1. To achieve a scale of value-chain emission
reductions consistent with the depth of
abatement achieved in pathways that limit
warming to 1.5°C with no or limited overshoot
and;

2. To neutralise the impact of any source of
residual emissions that remains unfeasible to be
eliminated by permanently removing an
equivalent amount of atmospheric carbon
dioxide.’

Alaya Consulting
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SBTi proposed definition of net-zero emissions

Net-Zero Targets Science-Based Targets

e Based on IPCC’s scientific knowledge e Based on IPCC's scientific knowledge

e Imbedded in the Paris Agreement, aligned witha | ¢ Imbedded in the Paris Agreement, aligned with a

below 1.5 or 2 degrees target below 1.5 or 2 degrees target

e SBTs or reduction strategy + Carbon e Rigorous process that requires validation by the
offsets/removal SBT Initiative

e Less strict than SBTs, does not trigger a e Validated through current scientific methods,
validation process as of today more strict

e Longterm target (15 years +) e Short-term target (5-15 years)

e Not all NZTs are SBTs e Highly recommended to set for NZTs

.'.:‘; Alaya Consulting
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Building Trust Through Narrative

———




