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CDP - Global Disclosure System:

Implementing environmental
best practice at scale globally

N Mission driven environmental non-profit

N Drives efforts towards a net zero, nature-positive economy

N Maintains the world’s most comprehensive database of

environmental data

N Converges frameworks, standards, and laws for comparable

disclosure and data

746+

Investors requested
thousands of companies to
disclose to them through
CDP in 2022

340+

Buyers asked their
suppliers to disclose
through CDP

23,000+

Companies worth over
66% of global market
capitalisation disclosed
through CDP in 2023
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THE NET ZERO

JOURNEY
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What is net zero and why is it important? “WCDP
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What is net zero?

Net zero refers to a state by which greenhouse gasses going into the atmosphere
are reduced as closed to zero as possible and any residual emissions are
balanced by permanent removals from the atmosphere (e.g. by forests and
oceans) by 2050.!

ipcc

INTERGOVERNMENTAL PANEL ON ClimaTe chanee

Global Warming of 1.5°C

An IPCC Special Report on the impacts of global warming of 1.5°C
above pre-industrial levels and related global greenhouse gas emission pathways,
in the context of strengthening the global response to the threat of climate change,
sustainable development, and efforts to eradicate poverty

Why is net zero important?

Summary for Policymakers

* Limiting global temperature increase to 1.5C is crucial to avoid severe climate
impacts

* Earthis already 1.1C warmer than pre-industrial levels, with rising emissions

* To achieve the Paris Agreement's 1.5C target, emissions must be reduced by
45% by 2030 and reach net zero by 2050, as stated by IPCC in 2018

— e ®y oy
(wo DS ih<we ) @) @

wMo UNEP

1 (Integrity Matters: Net Zero Commitments by Businesses, Financial Institutions, Cities and Regions, UN High-Level Expert Group on Net Zero Emissions
Commitments of Non-State Entities)
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Gap in net zero transition for 45 524 counes
financial services sector
270 148 208 259
N Governance: 68% of Fis have at least one board o inderurin :OO maager
member with competence for climate-related issues G Z@Z

Figure 8: Did you have an emissions target that

N Strategy: 59% of Fls have a policy framework which was active in the reporting year?
includes climate-related requirements that their
clients/investees need to meet

N Targets: 29% Fls have set portfolio targets for climate
change, and only 11% of those setting portfolio
targets are committed to or have secured validation
from SBTi
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EMISSIONS

%

&




' Net zero transition begins with managing ;}‘CDP
financed emissions

On average, reported financed emissions are 750x larger
than reported operational emissions.

Measuring and disclosing emissions

: . . , . 11,000x
associated with financial activities R
is an important first step for Fls in America 290X
managing risks and identifying Y Europe  270x K ¢
opportunities in their net zero ‘ Asia-Pacific

transition.

The transition roadmap and elements

IMPACT METRICS CLIMATE
STEPS AND DISCLOSURE RISK AND SET TARGET

(CDP) GOVERNANCE (SBTi)
(TCFD /I1SSB)

CDP's system will move the emphasis of our work up this spectrum for climate and then move the journey forward for nature.
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* Portfolio emissions: Greenhouse Gas Emissions (GHG)
associated with a financial institution’s portfolio through
their lending, investment and underwriting activities
(measured in tons CO2e)

* Also known as financed emissions Scope 2 scope 1
. . . . . = Scope 3 Scope 3
* The GHG Protocol classifies portfolio emissions in Scope 3 :" INDIRECT INDIRECT
Category 15: Investments s A & e, —
% d: eeeeeeeeee lectrici : ty, S‘E'ea el e 6‘ e
. L =
. P Fiatdng it Dl &=
* Lack of globally accepted standard for measuring emissions eyt N b f o] G
related to (re)insurance underwriting portfolios m—“‘ - e Lo g
¢ PCAF diStIngUiShes between ”flnanced emlSSions” and Upstreamactivitie - Reporting company Downstream activities

“insurance-associated emissions”
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Why is measuring portfolio emissions q}, CDP

important?

* Increasing regulatory requirements

* |FRS S2 includes reporting requirement on financed emissions 6 6%

e Risk management and value creation
* Assessing vulnerabilities and potential financial impacts Of FIs measure

 Stakeholder expectations and reputation protection thEIr pOrthI 10
e Accountability and transparency impaCtS in 2022
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What are the challenges?

Methodology challenge

* Lack of standardisation and global standard

79%

of the Fls disclosing
financed emissions
Data challenge through CDP

e Limited data availability & inconsistencies referenced PCAF

as their chosen
methodology.

e Unfamiliar with methodology

 Emergence of PCAF

 Complex portfolio & different asset classes

* Proxy data to self-reported data
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CDP Hong Kong Office
13/F, ChinaChem Tower, 34-37 Connaught Road Central,
Central, Hong Kong

www.cdp.net/en

Sam Cheung, sam.cheung@cdp.net

WWW.CDP.NET



