Modules — Viewers can self select and access modules non- SCIENCE
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linearly based on where each user is in the SBTi journey TARGETS
Stage Module

Commit 1  Case for change

Develop

Submit,
Communicate,
Disclose
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\l

Voluntary finance climate action ecosystem

Developing SBTs: Overview

Developing SBTs: Scope 1, scope 2, and scope 3 operational emissions
Developing SBTs: Scope 3 financed emissions — Overview

Developing SBTs: Scope 3 financed emissions — Calculation deep dive and case
studies

Developing SBTs: Scope 3 financed emissions — Data considerations and trade-offs
Validating, disclosing, and recalculating

Governance, change management, and meeting targets



Resources (1/2)

Module

SCIENCE
BASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

Key resources

Module 1: Case for change

Module 2: Voluntary finance climate
action ecosystem

Module 3: Developing SBTs: Overview

Module 4: Developing SBTs: Scope 1,
scope 2, and Scope 3 operational
emissions

Module 5: Developing SBTs: Scope 3
financed emissions — Overview

SBTi Financial Sector Science-Based Targets Guidance (Feb 2022)

GFANZ Recommendations and Guidance on Net-zero Transition Plans for the Financial Sector (Jun 2022)

GFANZ net-zero Financing Roadmaps (Nov 2021)

Bain & Company Brief — Banks’ Great Carbon Challenge (Jun 2022)

Official Journal of the European Union - Establishing the Framework for Achieving climate neutrality and amending

Regulations (Jul 2021)

SBTi Financial Sector Science-Based Targets Guidance (Feb 2022)

SBTi Business Ambition for 1.5C (Nov 2021)

SBTi 2021 Progress Report

SBTi Financial Sector Science-Based Targets Guidance (Feb 2022)

GFANZ Recommendations and Guidance on Net-zero Transition Plans for the Financial Sector (Jun 2022)

UN Global Compact Academy Setting Science-Based Targets E-Learning

UN Global Compact Academy Net-Zero Standard E-Learning

SBTi Financial Sector Science-Based Targets Guidance (Feb 2022)

SBTi Target Setting Tool 2.0 (Dec 2021)

GHG Protocol Corporate Accounting and Reporting Standard (Revised)

GHG Protocol Scope 2 Guidance (Sep 2015)

GHG Technical Guidance for Calculating Scope 3 Emissions 1.0 (2013)

SBTi Financial Sector Science-Based Targets Guidance (Feb 2022)

GHG Technical Guidance for Calculating Scope 3 Emissions 1.0 (2013)

PCAF The Global GHG Accounting and Reporting Standard for the Financial Industry 1.0 (Nov 2020)



https://sciencebasedtargets.org/resources/files/Financial-Sector-Science-Based-Targets-Guidance.pdf
https://assets.bbhub.io/company/sites/63/2022/06/GFANZ_Recommendations-and-Guidance-on-Net-zero-Transition-Plans-for-the-Financial-Sector_June2022.pdf
https://www.gfanzero.com/netzerofinancing
https://www.bain.com/insights/banks-great-carbon-challenge/
https://perma.cc/2GM3-9W99
https://sciencebasedtargets.org/resources/files/Financial-Sector-Science-Based-Targets-Guidance.pdf
https://sciencebasedtargets.org/resources/files/Business_Ambition_for_1.5%C2%B0C_Guidance-and-FAQ.pdf
https://sciencebasedtargets.org/reports/sbti-progress-report-2021
https://sciencebasedtargets.org/resources/files/Financial-Sector-Science-Based-Targets-Guidance.pdf
https://assets.bbhub.io/company/sites/63/2022/06/GFANZ_Recommendations-and-Guidance-on-Net-zero-Transition-Plans-for-the-Financial-Sector_June2022.pdf
https://academy.unglobalcompact.org/learn/course/external/view/elearning/177/setting-science-based-targets-to-achieve-net-zero
https://academy.unglobalcompact.org/learn/course/external/view/elearning/3934/the-net-zero-standard
https://sciencebasedtargets.org/resources/files/Financial-Sector-Science-Based-Targets-Guidance.pdf
https://sciencebasedtargets.org/resources/files/SBTi-target-setting-tool.xlsx
https://ghgprotocol.org/sites/default/files/standards/ghg-protocol-revised.pdf
https://ghgprotocol.org/sites/default/files/standards/Scope%202%20Guidance_Final_Sept26.pdf
https://ghgprotocol.org/sites/default/files/standards/Scope3_Calculation_Guidance_0.pdf
https://sciencebasedtargets.org/resources/files/Financial-Sector-Science-Based-Targets-Guidance.pdf
https://ghgprotocol.org/sites/default/files/standards/Scope3_Calculation_Guidance_0.pdf
https://carbonaccountingfinancials.com/files/downloads/PCAF-Global-GHG-Standard.pdf

Resources (2/2)

Module

SCIENCE
BASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

Key resources

Module 6: Developing SBTs: Scope 3
financed emissions — Calculation
deep dive and case studies

Module 7: Developing SBTs: Scope 3
financed emissions — Data
considerations and trade-offs

Module 8: Validating, disclosing, and
recalculating

Module 9: Governance, change
management, and meeting targets

+ SBTi Financial Sector Science-Based Targets Guidance (Feb 2022)

+ GFANZ Recommendations and Guidance on Net-zero Transition Plans for the Financial Sector (Jun 2022)
+ PCAF The Global GHG Accounting and Reporting Standard for the Financial Industry 1.0 (Nov 2020)

« CDP & WWEF Temperature Rating Methodology (Oct 2020)

+ Bain & Company Brief — Banks’ Great Carbon Challenge (Jun 2022)

+ SBTi Financial Sector Science-Based Targets Guidance (Feb 2022)

+ GFANZ Recommendations and Guidance on Net-zero Transition Plans for the Financial Sector (Jun 2022)
+ PCAF The Global GHG Accounting and Reporting Standard for the Financial Industry 1.0 (Nov 2020)

+ Bain & Company Brief — Banks’ Great Carbon Challenge (Jun 2022)

» SBTi Target Submission Form for Financial Institutions

« SBTi Booking System

+ SBTi Financial Sector Science-Based Targets Guidance (Feb 2022)

+ GFANZ Recommendations and Guidance on Net-zero Transition Plans for the Financial Sector (Jun 2022)
» PCAF The Global GHG Accounting and Reporting Standard for the Financial Industry 1.0 (Nov 2020)

* GHG Protocol Scope 3 Accounting Standards (Apr 2013)

» GFANZ Recommendations and Guidance on Net-zero Transition Plans for the Financial Sector (Jun 2022)
« SBTi Financial Sector Science-Based Targets Guidance (Feb 2022)



https://sciencebasedtargets.org/resources/files/Financial-Sector-Science-Based-Targets-Guidance.pdf
https://assets.bbhub.io/company/sites/63/2022/06/GFANZ_Recommendations-and-Guidance-on-Net-zero-Transition-Plans-for-the-Financial-Sector_June2022.pdf
https://carbonaccountingfinancials.com/files/downloads/PCAF-Global-GHG-Standard.pdf
https://cdn.cdp.net/cdp-production/comfy/cms/files/files/000/003/741/original/Temperature_scoring_-_beta_methodology.pdf
https://www.bain.com/insights/banks-great-carbon-challenge/
https://sciencebasedtargets.org/resources/files/Financial-Sector-Science-Based-Targets-Guidance.pdf
https://assets.bbhub.io/company/sites/63/2022/06/GFANZ_Recommendations-and-Guidance-on-Net-zero-Transition-Plans-for-the-Financial-Sector_June2022.pdf
https://carbonaccountingfinancials.com/files/downloads/PCAF-Global-GHG-Standard.pdf
https://www.bain.com/insights/banks-great-carbon-challenge/
https://sciencebasedtargets.org/resources/files/SBTi-Target-Submission-Form-FI.docx
https://form.jotform.co/targets/target-validation-booking-
https://sciencebasedtargets.org/resources/files/Financial-Sector-Science-Based-Targets-Guidance.pdf
https://assets.bbhub.io/company/sites/63/2022/06/GFANZ_Recommendations-and-Guidance-on-Net-zero-Transition-Plans-for-the-Financial-Sector_June2022.pdf
https://carbonaccountingfinancials.com/files/downloads/PCAF-Global-GHG-Standard.pdf
https://ghgprotocol.org/sites/default/files/standards/Corporate-Value-Chain-Accounting-Reporing-Standard_041613_2.pdf
https://assets.bbhub.io/company/sites/63/2022/06/GFANZ_Recommendations-and-Guidance-on-Net-zero-Transition-Plans-for-the-Financial-Sector_June2022.pdf
https://sciencebasedtargets.org/resources/files/Financial-Sector-Science-Based-Targets-Guidance.pdf
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Module #5: Scope 3 financed
emissions — Overview

SBTi financial institution training

THIS TRAINING WAS DEVELOPED
IN COLLABORATION WITH

BAIN@

& COMPANY

PARTNER ORGANIZATIONS

AL C
o%A-Co,
&

CDP sﬁ"-‘}f’a United Nations
W&/ Global Compact

DISCLOSURE INSIGHT ACTION

WORLD
RESOURCES
INSTITUTE

IN COLLABORATION WITH

o] WE MEAN
S BUSINESS »
° COALITION

WWF



SCIENCE
Modules @ BASED
/ TARGETS
Stage Module
Commit 1  Case for change
2 \Voluntary finance climate action ecosystem
Develop 3 Developing SBTs: Overview
4  Developing SBTs: Scope 1, scope 2, and scope 3 operational emissions
5 Developing SBTs: Scope 3 financed emissions — Overview
6 Developing SBTs: Scope 3 financed emissions — Calculation deep dive and case
studies
7 Developing SBTs: Scope 3 financed emissions — Data considerations and trade-offs
Submit, 8 Validating, disclosing, and recalculating
Communicate, _
9 Governance, change management, and meeting targets

Disclose



Key learning objectives @ SASED

TARGETS

After completing this module, individuals will be able to...

Name required coverage for financed emissions

Select the appropriate method for calculating targets

Determine how to address fossil fuels and thermal coal



SCIENCE
Module BASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

Scope 1 & 2
] Module #4: Scope 1, scope
Scope 1 Oper?tlons Scope 2 2,mai1ndi s;:ope 3 operational
Ba| E.g. Company facilities E.g., Electricity Operational emissions
emissions
/ Scope 3 \ (direct &
indirect)
Operations (Categories 1-14)
E.g., Business travel, office supplies
This module
Module #5: Scope 3 financed
Financed emissions (Category 15) emissions — Overview
Module #6: Scope 3 financed
GHG emissions associated with an FI's investment, lending, or underwriting portfolios Financed emissions — Calculation deep
emissions dive and case studies
@ Client/portfolio | Scope 1 Scope 2 Scope 3 Module #7: Scope 3 financed

A\

Note: *GHGP names that scope 3 financed emissions should be included if they are significant. Temperature Rating Approach requires submission of scope 1+2+3 target.
Sources: GFANZ Financial Institution Net-zero Transition Plans (Jun 2022, pg. 13, Fig. 3); GHGP Corporate Value Chain (Scope 3) Accounting and Reporting Standard (Apr 2013, pgs. 52-54, Table 5.9 and Table 5.10); SBTi Financial Sector Science-Based
Targets Guidance (Feb 2022, pgs. 86-88)

emissions — Data
J considerations & trade-offs
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https://assets.bbhub.io/company/sites/63/2022/06/GFANZ_Recommendations-and-Guidance-on-Net-zero-Transition-Plans-for-the-Financial-Sector_June2022.pdf
https://ghgprotocol.org/sites/default/files/standards/Corporate-Value-Chain-Accounting-Reporing-Standard_041613_2.pdf
https://sciencebasedtargets.org/resources/files/Financial-Sector-Science-Based-Targets-Guidance.pdf

The Greenhouse Gas Protocol defines 15 categories of scope 3 SCIENGE

emissions; Category 15 (investments) is most relevant for Fls TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

O GREENHOUSE Defined by the Greenhouse Gas

GAS PROTOCOL  protocol Corporate Standard N

Scope 3 emissions are represented by 15 categories...

i Key challenge of financed emissions

1
Purchased goods & J % Downstream transportation
services and distribution

/OD\/_\:H Capital goods 10@ Processing of sold Reliance on
O =) products :
®[=]3 Fuel and end-energy 110 o
E related activities % Use of sold products 09~0Qo th . ;
) | i j)y other companies
Upstream transportation 12 ——
and distribution End-of-life treatment of
5 sold products i
Waste generated in O b_t_
operations 13 3
6 [o% Downstream leased assets ambition
@ Business travel
14
7 ‘=== Franchises
Q Employee commuting — (1)(1):]] :]] d dat
: v 0010 and dat4
ﬁﬁ Upstream leased assets @ Investments —
0o

Note: *GHGP names that scope 3 emissions of financed emissions should be included if they are significant. Temperature Rating Approach requires submission of scope 1+2+3 target.
Sources: SBTi Financial Sector Science-Based Targets Guidance (Feb 2022, pgs. 51-52); GHG Technical Guidance for Calculating Scope 3 Emissions 1.0 (2013, pgs. 7-10)



https://sciencebasedtargets.org/resources/files/Financial-Sector-Science-Based-Targets-Guidance.pdf
https://ghgprotocol.org/sites/default/files/standards/Scope3_Calculation_Guidance_0.pdf
https://ghgprotocol.org/sites/default/files/standards/Scope3_Calculation_Guidance_0.pdf

TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

There are three steps for developing a target @ SASED

o —
<> e -
S$HO == @
<><><>
1 2 3
Set boundaries Calculate baseline Calculate target
Determine where to start Know where the organization Align on ambition and pathway, set method
and what to include currently stands and timeline for emissions reduction

Degree of effort:

@ These steps are often the most challenging and time consuming _




For scope 3 financed emissions, utilize same base and SCIENGCE
. ' BASED
boundaries TAF?GETS

Set boundaries oot | scopez | seopn2-0ps | scopea=rin

SCIENCE

Select the base year | BASED

/ TARGETS
@mm
Select most recent year @ Be consistent ©©« Determine ORGANIZATIONAL boundary — what is the firm
Pick most recent year for which data Use same base and target years for
is available as the target base year, all targets in the mid-term and long- | sewet | sewe2 | scowei-om |kiesedrn |
unless COVID significantly impacted term time frames

:R3 — RS — 2 GREENHOUSE  Del Ge Gas Select a single consolj oach that is applied consistentl
FI-R3 — Base Year b\ FI-R5 — Consistency O CAS FQOTEEL'L p,:;:."“ “«;hww g 3 PP y
GREENHOUSE ~ GHG recommends earliest

GAS PROTOCOL year with reliable data

\ / PCAF POAF defersto GHG and Ve co"w Approaches

SBTion setting bassline year

Operational control ;}i Financial control =$
Challenges & considerations * Defined as full authomy to Introduce + Defined as ability to influence finan
« Limited data quality and availability * Varying timj and imp 7 S R OpSAn Achves fubwm) GREENHOUSE  Defined by the Geeenhouse Gas
« Significant structural changes during the base year + Balancing ac = Tpleally signa it sparaiing Noenaes = Typically aligns with voting rights GAS PROTOCOL Protocol Corporate Standard
- A for 100% of - A for 100% of

(eg. merger, acquisition, divestiture, organic growth)

« Balancing fir
9 = Commanfor private equity firms = Common for holding companies @ Scope 3
Sources: SBTi Financial Sector Science Based Targels Guidance (Jun 2022, 29); GHG Protocol Corporate Accounting and Reporting Standard (Revised. 35)
Ops (opsonsy Financed

67%-100% coverage for required —

YA PCAF Syueams
[ SBTI recommends Control Approaches for Fis to simplify target setting

Note GHO Protcol Componate SIncest’ has Case Sty Al Indusires) 0n Gefewng rpmstond bownderes o (g5 22 wd . . @ \/ PCAF
PCAF sllows gases o be
Tha etrmanon & Conddemal £ & 5w b what 0 By By I SOty SN Jrar e Comme 1508800 38 CHTON FORTe
*quveients (CO.4)
Must include CO,

Must have 95% coverage -

FLC1 — Scopes: Targets must cover instilubon-wide scope 1 and 2 and scope 3 and lending SLS
FLRY ~ mi T 3 1-14: It is 1ded but not required
FLC2 ~ Significance Thresholds: Fls may exclude up to 5% of scope 1 & 2 emissions (combined)
FLC3 — Greenhouse Gases' Scope 1 and 2 targets must cover all GHGs outlined in the GHG Protocel Corporate Standards: scope 3 financed shall cover at a minimum
CO,; and optional scope 3 targels (categonies 1-14) shall cover all refevant GHGs

Access Module 4
“Developing SBTs: Scope 1,
scope 2, and scope 3
operational emissions” for
detail on boundary setting

T etmanon & cokdmal €% 51 e . 30 by By o By NN s e o

10



TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

Determine what ASSET CLASSES must be included @ AR

Set boundaries m

SCIENCE .. . .
@ =oi0 — SBTI identifies required asset classes

Debt Equity Other
Asset  (a) © © ® ®
classes Commercial Consumer . Equity Advisory
Project finance Bonds : : :
loans loans (listed & private) services, etc.

Guidance will likely evolve

“ As more data become available, methods become more mature, and financial institutions gain
more experience in target setting ... SBTi may revise [asset class guidance]. @ SCIENGE ,,

BASED
TARGETS

FI-C15 — Requirement to set targets on investment & lending: All FIs must set targets based on requirement in FI-C16

Note: GHGP asset classes are: (1) Listed equity & corporate bonds, (2) business loans & unlisted equity, (3) project finance, (4) commercial real estate, (5) mortgages, and (6) motor vehicle loans
Sources: SBTi Financial Sector Science-Based Targets Guidance (Feb 2022, pgs. 51-52, 55); GHG Technical Guidance for Calculating Scope 3 Emissions 1.0 (2013, pgs. 7-10)

11



https://sciencebasedtargets.org/resources/files/Financial-Sector-Science-Based-Targets-Guidance.pdf
https://ghgprotocol.org/sites/default/files/standards/Scope3_Calculation_Guidance_0.pdf

Each asset class consists of several products with varying SCIENGCE
BASED

coverage requirements TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

Calculate baseline m

( )
Asset Class Products Coverage : :
Coverage is defined as
Commercial Corporate Loans any of monetary value,
loans Power Generation (public or private) 100% @ EVICS. % of emissions
Real Estate (public or private) 67% or SDA metric (e g mz,)
Fossil Fuels (public or private) 95% =
All other sectors (public debt) 67%? SBTi recommends at least
All other sectors (private debt) Optional @ 1 target per asset class
Short-term financing (<1 year, e.g., line of credit, intraday, etc.) Optional to promote transparency
SME loans (<500 employees) Optional
- 3 : required asset classes
Consumer loans Residential mortgages Optional @ (no matter the relative size,
@ Project finance Electricity gen. projects (construction, operations) (public or private) 100% e.g., only 1% of portfolio)
Commercial real estate projects (public or private) 67% .
® Bond . @ bonds (listod 000 Must disclose
onds orporate bonds (listed) o what % of their
@ Equity Listed equity (common stock, preferred stock, REITs?, ETFs, etc.) 100% portfolio is covered
Private equity* Optional b 6
y target(s)
Funds of funds Optional - J

FI-C16 — Portfolio target boundaries: Fls shall set targets on all required activities

FI-C18 — Disclosure of target(s) portfolio coverage: Fls shall disclose the % of their total investment and lending covered by portfolio targets

Note: 1) Currently excluded asset classes: derivatives, agency bonds, securitized fixed income, sovereign and governmental bonds, infrastructure project financing, residential vehicular loans, other consumer finance, and advisory services. 2) 67% figure is
across all industries, 3) Mortgage REITs shall cover at a minimum of 67 percent of residential mortgages 4) Private equity investments are optional for non-private equity firms. 5) EVIC: Enterprise Value including Cash; 6) % of portfolio covered across sum
total of all the FI's financial activity, regardless of mandatory, optional, or not covered — X% of 100% of FI financing is covered by SBT

Sources: SBTi Financial Sector Science-Based Targets Guidance (Feb 2022, pgs. 51-52,55-57)

12


https://sciencebasedtargets.org/resources/files/Financial-Sector-Science-Based-Targets-Guidance.pdf

SBTi requires a more comprehensive coverage of scope 3 SCIENGCE
. BASED

financed emissions than GHGP TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

Calculate baseline m

GREENHOUSE \ / @ ) BASED -
O GAS PROTOCOL S/ PCAF Fancials TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

GHGP - April 2013 PCAF - November 2020 SBTi Fl - February 2022

Account — regardless of target Aspire — set ambition and target
Y

®O0O

Debt — known use

® Debt — unknown use

®

QUAHARQ

©
Y,
Equity V)
®@2I@t level guid O
roduct-level guidance

Commercial real estate @ @
Mortgages @ @
Motor vehicle loans @ @

— [ess stringent =— More stringent

Sources: GHG Technical Guidance for Calculating Scope 3 Emissions (2013, Table 15.1, pgs. 137-138); PCAF The Global GHG Accounting and Reporting Standard for the Financial Industry 1.0 (Nov 2020, Table 5-1, pg. 45, Box 3, pgs. 30-31);
SBTi Financial Sector Science-Based Targets Guidance (Feb 2022 Table 5.2, pgs. 55-57)
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https://ghgprotocol.org/sites/default/files/standards/Scope3_Calculation_Guidance_0.pdf
https://carbonaccountingfinancials.com/files/downloads/PCAF-Global-GHG-Standard.pdf
https://sciencebasedtargets.org/resources/files/Financial-Sector-Science-Based-Targets-Guidance.pdf

Fls must understand and apply the three allowable METHODS

SCIENCE
. . . . BASED
for financed emissions to calculate baselines and targets TARGETS
[ scopes—rin |
Note: Methods evolve over time, SBTi is developing meta-criteria to evaluate addt. methodologies to ensure transparency and alignment
Used in Fl scope 1, 2 and 3 operational emissions Allowable for Fl scope 3 financed emissions
oo
oo
Access Module 6 “Scope 3 OoQa
financed emissions — 1a @ @
Calculation deep dive and
case studies” for more detail Sectoral Portfolio Temperature
Decarbonization Coverage Approach Rating Approach
Approach (SDA) (PCA) (TRA)
Measures Emissions per...
industry-wide unit % of portfolio with Ambition of
(in select, high %0 pr.?S'o Wl portfolio’s public
emitting industries) ta rgets
Example Reduce emissions by...
. X Increase % of Align portfolio to
3(()r£l Fe)setartg)n portfolio with SBTs to  temperature rating
50% of 1.75°C

Reducing carbon output

Source: SBTi Financial Sector Science-Based Targets Guidance (Feb 2022, Table 4-1, pgs. 47-48, Table 5.1, pgs. 51-52)

Growing engagement

14


https://sciencebasedtargets.org/resources/files/Financial-Sector-Science-Based-Targets-Guidance.pdf

SBTi identifies which methods are acceptable per product

Calculate baseline Calculate target

SCIENCE
BASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

Note: Methods evolve over time, SBTi is developing meta-criteria to evaluate addt. methodologies to ensure transparency and alignment

Asset Class Products’ Coverage SDA PCA TRA
Commercial Corporate Loans

loans Power Generation (public or private) 100% v

Real Estate (public or private) 67% V3 v v

Fossil Fuels (public or private) 95% v v

All other sectors (public debt) 67%?2 V3 v v

All other sectors (private debt) Optional V3 v v

Short-term financing (<1 year, e.g., line of credit, intraday, etc.) Optional V3 v v

SME loans (<500 employees) Optional V3 v v
Consumer loans Residential mortgages* Optional v
@ Project finance Electricity gen. projects (construction, operations) (public or private) 100% v

Commercial real estate projects (public or private) 67% V3 v v

@®@ Bonds Corporate bonds (listed) 100% V3 v v

@ Equity Listed equity (common stock, preferred stock, REITs?, ETFs, etc.) 100% v? v v

Private equity® Optional V3 v v

Funds of funds Optional V3 v v

FI-C16 — Portfolio target boundaries: Fls shall set targets on all required activities
FI-C18 — Disclosure of target(s) portfolio coverage: Fls shall disclose the % of their total investment and lending covered by portfolio targets

Note: 1. Currently excluded asset classes: derivatives, agency bonds, securitized fixed income, sovereign and governmental bonds, infrastructure project financing, residential vehicular loans, other consumer finance, and advisory services. 2. 67% figure is

across all industries 3. SDA allowable for sectors with sectoral guidance (e.g., cement, etc.) 4. Mortgage REITs shall cover at a minimum of 67% of residential mortgages 5. Private equity investments are optional for non-private equity firms.

Sources: SBTi Financial Sector Science-Based Targets Guidance (Feb 2022, pgs. 51-52, 55-57)
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https://sciencebasedtargets.org/resources/files/Financial-Sector-Science-Based-Targets-Guidance.pdf

There are several considerations to choose a method ) BAerD

TARGETS
DRIVING AMBITIOUS CORPORATE CLIMATE ACTION
[ scopes—rin |
Note: Methods evolve over time, SBTi is developing meta-criteria to evaluate addt. methodologies to ensure transparency and alignment
ood
aoad
Access Module 6 “Scope 3 H E @ @
financed emissions —
Calculation d di d . . . .
ot e ol Sectoral Decarbonization Portfolio Coverage Approach Temperature Rating
Approach (SDA) (PCA) Approach (TRA)
Strategy @ I Reducing carbon Growing engagement
Sector- @
determined @ I
7’\
Data quantity @ (Vv)
Ease of < @
communication Q;l“
Emissions @
reduction focus M I
Recommended ﬁ% all sectors with Non-SDA sectors with...
for... SDA guidance minimal data maturity increased data maturity

Source: SBTi Financial Sector Science-Based Targets Guidance 1.0 (Feb 2022, pgs. 31-33)
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https://sciencebasedtargets.org/resources/files/Financial-Sector-Science-Based-Targets-Guidance.pdf

SCIENCE

There are common concerns about asset classes BASED

Set boundaries Calculate baseline Calculate target

%é Coverage requirements

/ TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

| Scope3—Fin |
>* Grouping asset classes

Cover all mandatory products, regardless of size

Apply stricter boundary for products with multiple
coverage requirements

Example: Short-term loan to a fossil fuel company

- Applicable!: ---------- o .

' All funds where the financial institution
i has influence over strategy, decision making, or
. decision makers, including most passive investments

A small amount of funds
where the Fl genuinely has no influence

Asset classes can be grouped if using the same method:

» Public equity & corporate bonds
 All debt

» Sector based targets (e.g., all power generation)

e
/c; Coverage calculation

o~ Optiona@l?: ~-vm7r s

Fls must disclose the total % of lending and investing
activities that are covered by their SBTs

Example: 25% of AUM are covered by SBTs

Note: SBTi’s definition of “passive” investment is more stringent than how Fls typically define passive, given the influence principle’s core nature in the role of Fls. 1. Examples of in scope funds are: funds where Fl has voting rights, 3 party funds with

specific mandates, external funds, passive funds where FI can influence underlying securities. 2. Examples of optional coverage includes advisory managed, custody accounts, and passive funds where Fls have no influence on the underlying securities.
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Key considerations for scope 3 financed emissions targets

Target years

Calculate target

alli

Tracking progress

SDA
Targets cover 5-15 yrs.

PCA & TRA

Target within 5 yrs.*

FI-C17.1 — Boundary: SDA targets must
cover 5-15 yrs. from target submission

FI-C17.2, FIC17.3 — Boundary: PCA,
TRA targets must be fulfilled within 5 yrs.
from target submission

Targets can’t already be
accomplished

FI-C7 — Progress to Date: Targets that

have already been achieved by the date
they are submitted to SBTi are not
acceptable

*Note: SBTi is undergoing consideration to increase target timeline beyond five years.
Source: SBTi Financial Sector Science-Based Targets Guidance (Feb 2022, pgs. 29-33)

Level of ambition

SDA
{At least WB2°C, pref. 1.5°C ’

PCA
{1 00% of portfolio by 2040 ]

~ TRA R

Scope 1+2 target “well-below
2°C”, preferably 1.5°C

Scope 1+2+3 target 2°C,

SCIENCE
BASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

UL

Measurement methods

~ SDA
Progress against pathways

J

~ PCA \
Increase % with SBTs
~ TRA N

Reduce portfolio

Kpreferably 1.5°C

FI-C17.1 - Ambition: SDA targets must
meet minimum ambition for “well-below
2°C”; 1.5°C encouraged

FI-C17.3 - Ambition: Fls must align their
portfolio scope 1+2 TRA score with “well-
below 2°C” and 1+2+3 score with 2°C by
2040; 1.5°C encouraged

temperature rating )

FI-C17.1 - Boundary: Set SDA targets on
real estate & electricity-generation-
related activities per Table 5.2. Targets
may be set for other Table 5.2 activities.

FI-C17.3 - Boundary: Set PCA, TRA
targets on corporate instruments per
Table 5.2.
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Scope 3 financed emissions target examples SASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

Calculate target | Scope3—Fin |

PR JBFinancial Group  setseven scope 3 targets @ E 1L £ E.SUN FHC Set five scope 3 targets
Leading retail finance and asset manager in South Korea Leading commercial bank in Taiwan
Headline Target: ...portfolio targets cover 19% of its total Headline Target: ...portfolio targets cover 11% of its total investment
investment and lending activities as of 2020 and lending activities by monetary value as of 2019
Electricity Generation Corporate Loans Portfolio Loans Equity and Bonds
Project Finance (SDA) (TRA) (PCA) (PCA)

‘ ‘ ...commits to reduce GHG ‘ ‘ ...commits to align its scope 1 + 2 ‘ ‘ ...commits that 33% of the “ ...commits to 34% of its listed
emissions from its portfolio temperature score by corporate loan portfolio (long- equity and bonds portfolio by
electricity generation loan value within its SME and term debt) by loan value within total assets setting SBTi
project finance portfolio other long-term corporate the fossil fuel, electronic validated targets by 2026. , ,
76% per kWh by 2030 from loan portfolio from 3.17°C in equipment, iron and steel, pulp
a 2020 base year. , , 2020 to 2.58°C by 2026. , , and paper and cement sectors

will have set science-based
targets by 2026. , ,

FI-C18 — Disclosure of target(s) portfolio coverage: FI’s shall disclose the % of their total investment and lending covered by portfolio targets

Source: Target language and summary JB Financial Group 2020; Target language and summary E.SUN. Financial Holdings Co



https://sciencebasedtargets.org/resources/files/Target-language-and-summary_JB-Financial-Group.docx.pdf
https://sciencebasedtargets.org/resources/files/Target-language-and-summary_E.SUN.docx.pdf

Fossil fuel and thermal coal have recommended approaches SASED

- TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION
Set boundaries Calculate baseline Calculate target m

\n

AN ]
Thermal coal A Fossil fuels
Definition I @If >5% of revenue from coal activities Self-defined threshold (>5 — 30% rev) from FF
Approach % Establish phaseout policy within 6 months Annually disclose f?nancing in. fossil fuels
of target setting and engage companies to transition
@ Cease all investment Cover 95% of investments by targets
_/-\
. A more comprehensive FF policy is being
developed in the net-zero guidance to be
|:||:||:|EI Phase out by 2030, completely defined in 2022-2023
()GFANZ e rasentva b R€COMMends phasing out, but does not Should align with 1.5°C forecasts, but does
asof  SBTi, butmaychange require a specific date not recommend method or timeline
Jul. 2022 over time*
FI-R10 — Phaseout of Thermal Coal: Fls should... phase out FI-R11 — Disclosure of Fossil Fuels: Fls should annually
financial support to thermal coal... by 2030 globally disclose investments, project financing, and lending ...

Notes: Coal activities include mining, exploration and drilling, mining services, processing, trading; Fossil Fuel Activities include exploration; extraction; refining; transportation and distribution

*GFANZ has not published updates reflecting Race to Zero’s June 15, 2022 campaign updates as of July 25, 2022, which explicitly require halting investments in coal and fossil fuel and an immediate halt on new coal projects.

Source: SBTi Financial Sector Science-Based Targets Guidance (Feb 2022, pgs. 93-95); GFANZ Recommendations and Guidance on Net-zero Transition Plans for the Financial Sector (Jun 2022, pgs. 75-83); Race to Zero Updates to Critiera (Jun. 2022);
Foundations for Science-Based Net-Zero Target Setting in the Financial Sector (Apr 2022, pgs. 43-44)
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https://sciencebasedtargets.org/resources/files/Financial-Sector-Science-Based-Targets-Guidance.pdf
https://assets.bbhub.io/company/sites/63/2022/06/GFANZ_Recommendations-and-Guidance-on-Net-zero-Transition-Plans-for-the-Financial-Sector_June2022.pdf
https://climatechampions.unfccc.int/criteria-consultation-3-0/
https://sciencebasedtargets.org/resources/files/SBTi-Finance-Net-Zero-Foundations-paper.pdf

TARGETS

Key learnings & SASED

* Must meet coverage requirements for all relevant products, regardless of size

* Be strategic in applying the three methods: Sectoral Decarbonization, Portfolio
Coverage, and Temperature Rating

* Disclose fossil fuel investments annually and it is recommended to submit a
phase out strategy for coal 6 months after setting targets
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