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House Rules

Please close down other unnecessary applications to ensure
your device is running smoothly.

We have disabled audio and video for all attendees to allow the panellist to share
information without any additional network hassles.

If you wish to comment or ask a question, please use the chat function.
A Q&A section at the end of the webinar is dedicated to answer queries.

%\)

We encourage you to share your feedback about the webinar in a short survey at the
end of this webinar.

If you have any additional questions, or would like to connect directly with the ERM team,
you can reach out to me by email: pralabh.bhargava@erm.com

o
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About ERM

ERM - A Global Leader in Sustainability

@ | ERM is the leading pure play sustainability and climate change

A N’ consulting company globally, bringing 50 years of deep subject
matter expertise.

i, Support sustainability movement with The
5@2 SustainAbility Institute by ERM
<

Global think tank & advisory who inspire and enable business
to lead the way to a sustainable economy.

Preparing TCFD Scenario Analysis

o) Supplement
% ERM was the sole consultant engaged by TCFD to prepare

a technical supplement on the use of scenario analysis in relation

to climate-related financial risks and opportunities.

ERM sets ambitious
Net Zero target for
2025

22 April 2021

To mark this Earth Day, ERM
is announcing its commitment
to achieving Net Zero carbon
emissions across its
operations by 2025

Institute Briefing
byl ERM  From Promise to Action:
Decoding Climate Disclosure

of the Global

Experts

V.

Chggging
Climate

for Private

Equity
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The%20Changing%20Climate%20for%20Private%20Equity%20(sustainability.com)
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-TCFD-Technical-Supplement-062917.pdf
https://www.sustainability.com/thinking/from-promise-to-action-decoding-climate-disclosure/

What will we cover
By the end of the today’s session you will be able to:

Q Understand the drivers and financial impact of transition risks and opportunities
O Understand the need for scenario analysis

O Understand our methodology for developing scenario analysis
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¢ Understanding impact of
financial transition risks
and opportunities

Trista Chen
Partner, ERM
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Transition risks: where does it fits into the TCFD framework?

5

i )

Ensure Governance Assess materiality of
: Climate-related risks

KN & 4 i

Identify and define
izrange of scenarios

s Evaluate business

Identify potential
: responses

a6

: Document and
: Disclose

Integrate scenario analysis
into strategic planning

and/or enterprise risk
management frameworks. :
Assign oversight to relevant
board committees/sub- :
committees. Identify which
internal (and external)
stakeholders to involve

and how.

Market and

Technology Reputation
Shifts

Policy and Physical
Legal Risks

What are the current and
anticipated organizational
exposures to climate-related
risks and opportunities? Do
these have the potential to be
material in the future? Are
organizational stakeholders
concerned?

Transition Risk
Scenarios

Physical Risk Scenarios

! What scenarios (and

i narratives) are

i appropriate, given the
exposure? Consider input
i parameters, assumptions,
i and analytical choices.

: What reference

i scenario(s) should

! be used?

i impacts

Impact on:

Input costs
Operating costs
Revenues

Supply chain
Business interruption
Timing

! Evaluate the potential

i effects on the organization’s
! strategic and financial

i position under each of the
 defined scenarios. Identify

i key sensitivities.

Responses might
include:

Changes to business
model

Portfolio mix
Investment in
capabilities and
technologies

! Use the results t identify
i applicable, realistic

i decisions to manage the
! identified risks and

! opportunities. What

i adjustments to

i strategic/financial plans

i would be needed?

! Document the process;

{ communicate to relevant
i parties; be prepared to
 disclose key inputs

i assumptions, analytical
i methods, outputs, and

i potential management

! responses.

www.erm.com
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Decoding TCFD disclosure
ERMSs three phase approach

£
TCFD Pillars Governance Strategy Risk Management DDI:' Metrics & Targets

YEAR 1 YEAR 2 YEAR 3 & On
DISCLOSURES DISCLOSURES DISCLOSURES
Baselining, Awareness and Structures Materiality, Strategy and Assessment Strategic Decisions and Financial Metrics
FOUNDATION INTEGRATION INVESTOR-READY
. Climate awareness and internal . Quantified climate-related risks and . Climate is material in assessing
stakeholder engagement opportunities (CRRO) executive performance, dividend &
long-term strategy
. Baseline state of play and plans for . Strategy stress testing using
future reporting scenarios . Forward-looking financial
guantification of CRRO
. Qualitative base case scenarios . Climate governance and climate
strategy . Audit standard disclosures

Disclosure Timeframe: 3-5 years depending on urgency and ambition

Wwww.erm.com ERM Webinar on Climate Scenario Analysis: Transition Risks & Opportunities 8



¢ Transition Risk Recap

What do the transition risks mean?

Trista Chen
Partner, ERM




Decoding TCFD disclosure
ERMSs three phase approach

Chronic changes and more frequent, severe
extremes of climate e.g. severe heat, changes to
precipitation and greater starm intensity

» Increased business interruption and damage
across operations and supply chains

+ Implications for insurance cover

« MNeedto build resilience

|

Transition risks

include market and
technology shifts, and
the development of
new policies and

Changes to markets driven by policy and
regulations under technology:
different scenarios (for
instance to meet the
requirements of the
Paris Agreement),
compared to a

baseline scenario.

+ Reduced market demand for higher carbon
products/commodities

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

« Disruption of markets by new low-carbon
technologies

Physical
Climate
(Direct)

Market and
Technology
(Transition)

=,
\_{’{’ _' -~
-J'?L A
'y
e
o =

An evolving patchwork of climate-relate

requirements and carbon pricing at international,
| national and state level leading to:

"+ Increased and/or more volatile inputioperating
costs forhigh carbon / energy intensive
activities

Threats to securing license to operate for high
carbon activities

Reputation

GI’D'-.'.-'EHQ expectatimns forlow carbon, climate
resilient action from stakeholders, including
investors, lenders, host governments and
customers

(Transition)

+ |mplications for company reputation and overall
confidence in management

« Implications for {social) icence to operate,
accessto (and cost of) capital

Wwww.erm.com ERM Webinar on Climate Scenario Analysis: Transition Risks & Opportunities



Market and Technology:
Greener choices are driving change

Market opportunity for lower-carbon
products and services

Consumer demand shifts to less carbon intensive
products and services

Increased demand for raw materials linked to low-
carbon transition and technologies

Non-regulatory driven energy and material
efficiency gains; changes in energy mix

VvV V¥V

Reduction in emissions by measure in SDS relative
to STEPS

Annual Cumulative, 2020-70
- o
-Eﬁ':
o
E -0 = Energy
efficiency™
=20
= Electrification,
CCUS, bioenergy,
-30 hydrogen
-4
2019 2030 2040 2050 2060 2070
mAvoided demand Technology performance W Electrification EHydrogen
HBioenergy B Other renewables B Other fuel shifts mCCUSs

EA 2020. All rights reserved.
* Energy efficiency includes enhanced technology performance as well as shifts in end-use sectors from more
energy-intensive to less energy-intensive products (including through fuel shifts).

Motes: CCUS = carbon capture, utilisation and storage. See ETP model documentation for the definition of each
abatement measure. Hydrogen includes low-carbon hydrogen and hydrogen-derived fuels such as ammonia.

Wwww.erm.com ERM Webinar on Climate Scenario Analysis: Transition Risks & Opportunities
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Policy: International climate policy developments
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(98 A) Of g|0bal GDP) n':mu;]dz 4% ET5 implemented or scheduled for implementation & ET5 and carbon tax implemented or scheduled
will have national @ Carbon tax implemented or scheduled for implementation 8 Carbon tax implemented or stheduled, ETS under consideration
p|ans to reduce GHG ‘ m..:.::""'e . # ETS ar carbon tax under consideration “ ET5 implemented or scheduled, ETS or carbon tax under consideration
Plrapiaria || s ey £ ETS and carbeon tax implemented or scheduled, ETS or carbon tax

emissions to 2025 or o Hemesens TCEP = Tranzportation and Climate initistive Program

RGGI = Regional Greenhousze Gas Initative

2030
© -] >2,000
(5) 858 >,
Companies Companies
I I
with Science Based Targets to reach have announced that they are already using
Net Zero emissions or plan to introduce internal carbon pricing

* Eritrea has submitted its first NDC, but has not yet become a Party to the Paris Agreement.

64

]

Carbon pricing
initiatives (such as
carbon taxes or
emission trading
schemes) are in
place globally or

scheduled

Which covers

21.5%

of global

emissions

www.erm.com ERM Webinar on Climate Scenario Analysis: Transition Risks & Opportunities Source: World Bank. 2021. State and Trends of Carbon Pricing 2021. Washington, DC: World Bank. © World Bank.
https://openknowledge.worldbank.org/handle/10986/35620 License: CC BY 3.0 IGO.
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Policy: International climate policy developments

NIKKEI Asia

by Losyson Bicionss - MadsE T Fodmcs Ecosomy Faawres Oz e kans -~ Asadie

ENVIRONMENT

South Korea joins Japan in making 2050
carbon-neutral pledge

Vo vy o uit

B & ® 5 « &

Ehe New Nork Times

China’s Pledge to Be Carbon Neutral by
2060: What It Means

Under international pressure to do more to address global
warming, Xi Jinping made a surprise commitment to drastically
reduce emissions. Now comes the hard part.

Joe Biden's $5T climate plan: Net zero

. -
emissions by 2050 European
Democratic presidential candidate Joe Biden is pitching a 85 trillion-plus climate . .
action proposal that he says would lead to an economy with a net zero emission of CG mmi S 5 on

carbon pollution by 2050.

Singapore Banks, MAS Formalise A European Green Deal
Steps on Environmental Risk

Management

Striving to be the first climate-neutral continent

| Indonesia pushes ahead with
carbon tax scheme
The European Parliament on March 10

Published date: 08 June 2027 The Indonesian government iz working on amending the country's tax

o tomeo e backed a Carbon Border Adjustment
W Mechanism which would place a
Brunei to introduce mandatory carbon charge on the carbon content
reporting in 2021 - of emissions-intensive goods imported
The National Council on Climate Change launches its first policy document to .
reduce greenhouse gas emissions N to t h e E U fro m 2023 .

Wwww.erm.com ERM Webinar on Climate Scenario Analysis: Transition Risks & Opportunities
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Legal: Climate related litigation risk is real

WS Wall Street Journal

Climate change litigation is global
phenomenon

Exxon’s Climate-Change Accounting Goes on Trial

A win for Exxon could insulate the company from similar suits and would
represent another blow for climate-change lawsuits. Federal judges ...
21-Oct-2019

Climate Capital Royal Dutch Shell PLC + Add to myFT

Dutch court orders Shell to
accelerate emissions cuts

Ruling sets a precedent for other companies that could face similar
lawsuits

Legsl actions over failure to act on climate change have kicked off in at least 22
countries, according to a report published this week.

B Bioomberg.com

Mozt have been launched egainst governments, but companies have alio been

Pension Fund Sued for Not Being Green Enough Settles ... T ———

$41 Billion Pension Fund Settles Australian Climate Change Lawsuit. By ... Retail Employees e

Superannuation Trust also pledged to "enhance its ... More than 700 such lawsuits were filed Citizens, non-governmental organisations, businesses and even local
i governments have teken businesses and governments to court for failing to
globally over the past five years, ...

protect them from the effects of climate change, according to the report from
01-Nov-2020 the Grantham Research Institute on Climste Change and Environment.

’ Wwww.erm.com ERM Webinar on Climate Scenario Analysis: Transition Risks & Opportunities 14



Poll for the audience

When do you think Malaysia could have a carbon
price and what will be the starting point?

o Never, Malaysia would look to deploy other policies

o By 2030, starting at ~$5/t looking at some of the ASEAN

countries
o By 2030, starting at >$5/t
o Somewhere between 2030 — 2040, starting at ~$5/t
o Somewhere between 2030 — 2040, starting at >$5/t

o Beyond 2040, | don’t see Malaysia facing global pressure

before then

Wwww.erm.com ERM Webinar on Climate Scenario Analysis: Transition Risks & Opportunities
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¢ Understanding
Financial Impact

Linking transition risk-related drivers
to financial impact

Pralabh Bhargava
Senior Consultant, ERM




Transition

Physical

RISKS

Policy and Legal

— Carbon pricing and reporting obligations

— Mandates on and regulation of existing
products and services

— Exposure to litigation

Technology

— Substitution of existing products and
services with lower emissions options

— Unsuccessful investment in new
technologies

Market

— Changing customer behavior

— Uncertainty in market signals
— Increased cost of raw materials

Reputation

— 5hift in consumer preferences

— Increased stakeholder concern/negative
feedback

— Stigmatization of sector

Strategic Planning

— Acute: Extreme weather events
— Chronic: Changing weather patterns and
rising mean temperature and sea levels

Risk Management

Revenues Income
Statement

Expenditures

Financial Impact

Cash Flow
Statement

Resource
Efficiency

Energy

Source

Products

Markets

Balance
Sheet

Understanding financial impacts of climate risks
and opportunities

OPPORTUNITIES

— Use of more efficient modes of transport
and production and distribution processes

— Use of recycling

— Move to more efficient buildings

— Reduced water usage and consumption

— Use of lower-emission sources of energy
— Use of supportive policy incentives

— Use of new technologies

— Participation in carbon market

— Development and/or expansion of low
emission goods and services

— Development of climate adaptation and
insurance risk solutions

— Development of new products or services
through R&D and innovation

— Access to new markets

— Use of public-sector incentives

— Access to new assets and locations needing
insurance coverage

— Participation in renewable energy programs

and adoption of energy-efficiency measures
— Resource substitutes/diversification

Assets & Liabilities

Capital & Financing

www.erm.com

ERM Webinar on Climate Scenario Analysis: Transition Risks & Opportunities

17



Key drivers and their financial impact

«  Fossil fuel based electricity and fuel costs
increase

@\, STl Fossil fuel feedstock costs i
: . ossil fuel feedstock costs increase
prices DB
- Transportation costs increase

« Carbon emissions cost (GHG Scope 1)

% Carbon border adjustment - Reduce competitiveness of high carbon Obex
mechanism emission products P
- Sales of recycled products to increase

’Q‘ Increase in demand for recycled - Products with lesser carbon footprint preferred
. . . X Reven
'. | 4 and greener products - Increase in capex for alternative production Cape SYEIES

technologies

Wwww.erm.com ERM Webinar on Climate Scenario Analysis: Transition Risks & Opportunities 18



Poll for the audience

Which is the key climate-change related driver
that you feel could have the largest impact on
your business’ bottom line?

o Future carbon prices

o Carbon border adjustment mechanism

o Market demands for lower emission products

o Greener sources of energy including green hydrogen
o Maturity of technology

o Reputation

Wwww.erm.com ERM Webinar on Climate Scenario Analysis: Transition Risks & Opportunities
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Poll for the audience

Hydrogen is being coined as an important
source for energy transition. Which sector do
you feel it will play the most significant role?

O

Refinery and petrochemicals
Steel

Transportation

Power

Energy storage

Buildings

Wwww.erm.com ERM Webinar on Climate Scenario Analysis: Transition Risks & Opportunities
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e Scenario Analysis

Pralabh Bhargava
Senior Consultant, ERM




What is scenario analysis?

What is a scenario? What is scenario analysis?

* A scenario describes a path of development leading to a « Scenario analysis is a tool to enhance critical
particular outcome. strategic thinking.

« Scenarios are not intended to represent a full description of the  «  Akey feature of scenarios is that they should
future, but rather to highlight central elements of a possible challenge conventional wisdom about the future.
future and to draw attention to the key factors that will drive

future developments. « In a world of uncertainty, scenarios are intended to

explore alternatives that may significantly alter the
* They are hypothetical constructs, not forecasts, predictions or basis for “business-as-usual” assumptions.
sensitivity analyses.

The purpose of scenario analysis is to consider and better understand how a business might perform under different future
states (i.e., its resiliency/robustness)

In the case of climate change, climate-related scenarios allow an organization to explore and develop an understanding of
how the physical and transition risks and opportunities of climate change might plausibly impact the business over time

WWW.erm.com ERM Webinar on Climate Scenario Analysis: Transition Risks & Opportunities Source: https://www.tcfdhub.org/scenario-analysis/ 22



Scenarios improve judgment in the face of radical uncertainty
and explore the breadth of possibilities

THE FUTURE

THE PRESENT THE PATH

Forecast

............. >
a >
TR N
Sensitivities

Scenarios

Business
focused
Country/ business
focused —””,,—’————
Event/ problem
focused
Shortterm |  Medium term Long term
2-5yrs. 11-20 yrs.
Current
topics
Key country and
regional studies
Cities
Global
scenario

Issue
focused

P

Very long term
>20 yrs.

Net zero

emissions
Energy
scenario

Wwww.erm.com ERM Webinar on Climate Scenario Analysis: Transition Risks & Opportunities

Source: Shell International B.V. TCFD ASEAN event presentation
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Climate risks and opportunities are...

>4°C ‘Business As Usual’ <2°C Rapid low-carbon transition
Temperature Sea leve! Extreme
Efforg to curb Energy ted:m Transport 2081-2100 2081-2100 weather Maptiaﬁon
Business as usual (BAU) eHysions 8¢ s ,,f_,‘,f;f,';;::;g ““f:;‘f:a'ﬁ"f;;’;‘)"“ 2081-2100 required

scenario: greenhouse gas | ==rerrereereneeen @

(GHG) emissions S 3 == (\r \
increase, tempreatures T @ RCP . 1 /

increase. How will

increasing physical climate A @ 8.5 o \MAJ

risks impact my portfolio? _ ; _ Large High level
Will there be any new Low Coal-fired power Cars, trucks 3.7°C ©.63m increase at high cost

opportunities to capture? 7 o3
2055 RCP @
i &b s 6.0 o ©

Moderate  Medium level
Medium Mix Mix 2.2°C 0.48 m increase at medium cost

. Highly uncertain ‘ : C f a RCP @ @

- Play out over time *'@ % 4.5 CAAA @ Low carbon economy
Mix

. . Moderate  Medium level scenario (<2 C}):
. Bring the potential Medium Renewable 1.8 °C 0.47m increase  at medium cost accelerated shift towards
for disruptive system 1

clean energy and low
\ ! carbon technologies.
= =
= O—0O How will this im
. e OO BSOS 58 pact my
. Complex and multi- = I 5585 l (% d fé 2.6 @ current assets/products

. . A R
dimensional Emissions Bicycles, public Small Low level and future investment

High Renewable capture transport 1.0 °C 0.4m increase at low cost decisions?

...which makes scenarios helpful

Wwww.erm.com ERM Webinar on Climate Scenario Analysis: Transition Risks & Opportunities 24



Paris Agreement:
Concept of ‘carbon
budgets’

Later peaking will
require more
drastic year-on-
year reductions —
which will have
much greater
overall cost

The need for ‘net-
zero emissions’ in
the second half of
21st century to
achieve a <2°C

60

50

40

30

20

10

0

Deep emissions reductions are required to deliver <2°C

Global GHG Emissions
(Gt CO.elyear)

2 ~ "
é:'.: - \,
l\ ~ \
N \\\ \\
\ s N
S8y
\ S
S \
N\
\\ N
Outlook for GHG emissions: 5-yearly \
®  ‘Business As Usual’ ‘global \
® ‘NDCs’ stocktakes’ \\
B ‘Least cost 2°C’ pathway <
® ‘Least cost 1.5°C’ pathway
Adapted from IPCC AR5 SPM; UNFCCC updated synthesis report on NDCs
NDCs = ‘Nationally Determined Contributions’
1970 1990 2010 2030 2050
Year

www.erm.com
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Several off the shelf scenario frameworks are
available in the market

Outlines necessary technology, policies and behaviour
change necessary to bring about net-zero emissions by 2050.

2020 NZE2050 (Net zero emissions 2050) Energy

SDS 2020 (Sustainable Development 1.8°C (66%)

Scenario) Energy 1.65°C (50%) Takes in to account climate goals to achieve net-zero by 2070
STEPS (Stated Policies Scenario) Energy 2.7-3.3°C Takes in to account stated and announced policies
Delayed Recovery Scenario (DRS) Energy <2.7°C STEPS with a delayed recovery from pandemic
1.0°C (RCP 2.6)
RCP (Representative Concentration 1.8°C (RCP 4.5) RCPs outline pathways according to different levels of radiative
IPCC 2014 pathways) All sectors 5 2o (RCP 6.0) forcing in the CMIP5
3.7°C (RCP 8.5)
IPCC 2018 SR15 All sectors  1.5°C Set of P1-4 pathways to meet 1.5°C target, building on RCP 1.9
NGES 2020 Orderly All sectors ~ <2°C Both orderly aqd cﬁsorderly have alternate scenarios with limited
or full carbon dioxide removal
Disorderly All sectors  <2°C Higher transition risk than for Orderly scenario
Hot-house World All sectors  3°C+ Only current policies implemented, not NDCs
OECM 2020 One Climate Earth Model All sectors  1.5°C Minimal carbon di oxide removal
PRI Inevitable Policy 2020 Forecast Policy Scenario All sectors  1.5°C Based on the inevitable policy response to meeting the Paris

Response (IPR) Agreement.

’ WwWw.erm.com ERM Webinar on Climate Scenario Analysis: Transition Risks & Opportunities 26



Comparison of the impact across
commonly used scenarios

STEPS: Stated Policies Scenario, a business-as-

40 usual case with a temperature cange of more than

STEPS 27°

30

(e.g. EU, UK, New Zealand and others)
GtCO, N China 2060 net-zero statement
20 X . if. :
G R SDS: Sustainable Development Scenario, where
/s i /7, / p},,\ temperature change is controlled at less than 2.0°
lot-zero in 2050 772/ 72/ /7777777775
Net-zeroin 2050 LA/ /7777777 Swg. SDS
2010 2020 2030 2040 2050 2060 2070

Www.erm.com ERM Webinar on Climate Scenario Analysis: Transition Risks & Opportunities Source: IEA (2020), World Energy Outlook 2020, IEA, Paris https://www.iea.org/reports/world-energy-outiook-2020
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Example: Logic for methodology
development for portfolio analysis

Select relevant sectors and Select relevant Identify Material Issues For
geographic focus scenarios Each Sector
6 INEVITABLE Market and :
qu RESPONSE Technology Reputation

Shifts

Or Regional?

i D C C R\ 5’ N_ : CFS Policy and

Legal

Calculate Difference Between

Weight Material Issues

Develop Insights From Risk /

Base Case and Selected Identified Opportunlty Heatmap
Scenarios to Establish The —
:Envelopes of Risk / Negative weighting Revant to Sector. | Wt e iE § H
0 . for risk, positive for - o e .
pportunity opportunity ok 250 o~ * Insight1
I I I e e = » Insight 2
L | Il i e, | 5 i - = - Insight 3
Indicator 1 Indicator 2 Indicator 3 Indicator 4 ﬂl’..":::fk':f::ﬁ.w o ::::::fo :: ey =
mBase Scenario ®Scenario 1 e & lageand) 080 | x :L’s:““m”" | -
| |
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ERM has developed several ready to use methodologies/
scenarios that can be deployed by clients — for example

» This approach deep
dives into drivers
impacting various
segments of the
business

* Depending on
scope, the analysis
objectives range
from estimating
impact on individual
products to the
company as a whole

Corporate analysis

NS

Identify the risk and opportunity
drivers for the business

NS

Prioritise the drivers for which scenario
analysis would be conducted

N

Procure the data for the drivers identified,
from the scenario source or
other public sources

N

Obtain data from the company relevant
for the risks and opportunities identified

N

Run the model to generate output and
provide summary and create dashboard
for the results

Portfolio analysis

vV

Identify the key scenario indicators

N

Assign the relevance weighting to each
indicator for each
sector to be covered

NV

Procure the data for the indicators
from, the scenario source or other
public sources

NV

Get the company review and validate the
sector relevance weightings

NV

Run the model with the delta from the
scenarios and the risk weightings and
create a summary heat map

Portfolio level
analysis where
ERM provides a
view on relative
risks and
opportunities across
different sectors
using different
elements and time
frames.

www.erm.com
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Output Example: Corporate

For example, a Company identified the introduction of Dashboard of quantified risks and opportunities

potentially lead to additional operational COSIS. USING 1w e smosiod sigessis st bepast o s st fsbs s apsssssiio
scenario analysis, we are able to estimate the e sy __ s
additional cost on the business between 2020 and [ 1 =::§E..‘.T::?f:;f: ’f.ﬁilf;“..l‘fi‘.“ﬁt!fﬁﬁfl" Sa—
. Miak ' Ifiradue Ore | osseumimss o FTCER] MEEFD Bing o redesd ol cods
2040 under eaCh Scenarlo. Opp 1: 5l o derssd o ke corboe sreducn. meding o sdsiborsl revense l':HHH'i.F'.r.I"-IH-:.h
Fimarssial imgpeact - addsional cpee (milion §) ERM
FEA
e 155
i
]
BAU $12m $27m $44m Etc. m
Risk 1 i
is "
Introduction of Adg't'g:al i
Carbon Pricing P i)
1000 _-_-___—-----
2°C $12m $62m $121m Etc. u — — |
LT s 051 25 a0 a0t MED
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Output Example: Portfolio

Climate Portfolio Screen can support:

Sector

Global Net Risk and Opportunity Rating

2025

2030

2040

Power Production - Fossil Fuels Segment

Oil & Gas - Oil Segment

= As a primary screen to understand where and when

Marine Transport & Infrastructure

potential climate-related risk and opportunity could

Air Transport & Infrastructure

emerge in the portfolio

Gas Distribution & Transmission

Oil & Gas - Gas Segment

Road Transport & Infrastructure

= Build capacity / engagement with investment teams

Automobiles & Components

and ultimately portfolio company management teams

Construction Materials

g

Packaged Foods, Meat, Bev%& and Food Retail

= Catalyse further, more granular assessment to inform

Real Estate ‘(Q

investment decision-making and strategic asset

\%
Health Careb Q

allocation

creghS

€

;ﬂu‘s’t‘rial Conglomerates & Machinery

N\

Other utilities

= Support dialogue with investors, regulators and otheéo(\

Construction, Engineering & Building Products (ex cement)

stakeholders

Metals & Mining (excl. Coal)

Power Distribution & Transmission

Electrical Equipment

Semiconductors & Semiconductor Equipment

Rail Transport & Infrastructure

Risk score colour key
Mod. Opp. | Lower Opp. Limited Lower Risk | Mod. Risk

Power Production - Low Carbon Segment
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Question for the audience

A company generating coal-based power in Malaysia, with emissions of 1Mtpa, is earning MYR100 Mn in
revenues and MYR40 Mn EBITDA (operating profits), resulting in an operating margin of 40%. Assuming
that by 2030, a MYR20/t CO2 carbon price is introduced, what would be the operating profits and the
margins of the company by 2030? Consider that the company is only able to pass-through 50% of the
additional costs to customers?

o 20 Mn, 20%
o 30 Mn, 27%
o 30 Mn, 30%
o 40 Mn, 36%
o 40 Mn, 40%

o None of the above
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¢ Key messages

Pralabh Bhargava
Senior Consultant, ERM



Summary of Key Messages

v" Global transition toward a future Paris agreement-compliant world will need changes in the way
we conduct our business and ourselves

v' Different climate attributes will present themselves as a risk or an opportunity depending on how a
company is placed in its climate change journey. These attributes will have different set of impact
on the financial metrics of a company

v Assessing the risks and opportunities from these drivers across different publicly available
scenarios help in understanding the business resilience and future strategy

v" The more detailed the studies we perform, we can deliver increased quantification to support
financial decision making

www.erm.com CMM: Climate Physical Risks






Thank you

Trista Chen - Pralabh Bhargava
Partner, Senior Consultant,

trista.chen@erm.com ¥ pralabh.bhargava@erm.com
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