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The Head of ESG Investing works with the CIOs and the Furthermore, we can use this analysis to identify which heldings are priority
CRO to ensure appropriate climate expertise and analytical engzgement candidates across the fim basad on thelr dimats value-at-risk
capabilities are in place to support portfolio managers and Weuberger Berman's economic exposure. Of our top 15 equity holdings
and research analysts in understanding the potential with the highest aconomic climate value-at-risk exposure ac of 123172019,
implications of climate change for security analysis and ‘wee enganed with 12 of these in 2019 thighlighted In blug). For example, we
portfolio construction. engaged numerous times with the board and management of Utility A over
the last year, including advocating for 3 much more rapid phase-out of ca
The COO and CRO play an especially active role in power plants in an effort to decarbonize the generation fleet. As a result
managing the firm’s business operations and resiliency of these discussions and pressure from other shareholders, the company
1o climate-related risks. This includes improvements to ratired seven coal plants in two years, decreasing CO, emissions 42% off a
the firm'’s operational efficiencies and carbon footprint or 2010 baseline? The company has committed to retire an eighth coal plant
adaptation and mitigation actions with| respect to both by year-end 2022 and is Investing in an energy ransition strategy via battery
transition and physical risk. storage projects and solar?

vV SFUADHERZIIT I A MER#D
v' COO. CRODEHENDTF. BITURY - YRR IND BRI ICER

HRD%H‘HB = /\177_ 1I95F';§JEU7\’]0) HEE’\J ﬁ?ﬁﬂ‘(;’)b\ The conclusions drawn from this analysis can be used by
C. J7 —L\GDI//UI/Z = %*ﬁﬁj portfolio managers to more accurately price securities in

their investment selection process, Additionally. portiolio

managers can use this information in the construction
of more resilient portfolios that can help protect dient
value over the long ferm.

v F e R— R IAVAY R —Sv—DIREIRIRTOTR, &0
IEHERBEMEEFOMAGREZ I BIcHIERA T EE,
R—MIAVABEICFIA
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HFfr : Neuberger Berman “2020 Climate-related Corporate Strategy”, “2019 Environmental, Social and Governance Annual Report”



STVADRSEHII : AESOHIDFHY

B [REEMEYZIBTEL. EEEFITOZIToTHED. CEOXVE—STEIFUADHAS K. £z 27U
ABFOETE O A CDVWTEEHCEHBA

SFEESIOBE SFTUAROESR o B8

AR B - AR - BAE

The impacts of climate change and policy responses are dynamic. As

a c;rfnpfaﬁy :Ifith opter.r.atior;s in l": ctouﬁtrielfs, u\;e have éeu;e_lo;eci af \/ Con\yt— >“t“ \ Sj_ljj-ﬁ*ﬁ

portiolio and growth strategy that is resilient across a number o “ = “

possible Iscenal'i.os Eertainingl to both physical and transition clif'na_te— B&Uﬁ*ﬁt%;ﬂﬂ ETE@%EI:UD ‘/ j‘U7I'(_ t(L\ ll.a\ g‘aﬂﬁﬁﬁ&n¥m( ;nﬂﬂ
related risks. This report implements recommendations of the Task —_ =
Force on Climate-related Financial Disclosures {TCFD) and provides %(Lj(l\_c = &
additional analysis for stakeholders into the strength and resilience

of our portfolio —whether we are navigating policies that limit global
warming to 2°C or withstanding the possible physical impacts of a
world that fails to achieve that goal.

Global carbon levels decrease by
55% compared to the Business Global electricity demand is 12% lower than in the Business as Usual Scenario, due to:
as Usual Scenario

Approves corporate strategy

versees risk management practices

B " Monitors strategy execution and performance [ D 5 -
Baard Committees | . : A
- E Electrification of all Strong energy Tripling of electric vehicle
Carbon price schemes are estab- emerging economies efficiency measures deployment compared to
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and emerging countries implement
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HiFT : AES “AES Climate Scenario Report”
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The main_impacts of the 2°C scenario were as follows: Chunging consumer preferences

+ Carbon pricing is introduced in key countries and hence there are To capitalise on the future revenue opportunities, our M&A strategy aims
increases in both manufacturing costs and the costs of raw materials to acquire new businesses which serve specific consumer segments
such as dairy ingredients and the metals used in packaging. such as sustainability conscious consumers. A number of our recent
Zero net deforestation requirements are introduced and a shift to acquisitions, including Pukka Herbs, Sundial, Mae Terra, Seventh
sustainable agriculture e.g. Climate Smart Agriculture, puts pressure Generation, and OLLY Nutrition, are recognised as B Corps - meaning they
on agricultural production, raising the price of certain raw materials. have met stringent environmental and social criteria as laid outin the B

Corp impact assessment. For example, Seventh Generation advocates for

The main_impacts of the 4°C scenario were as follows: renewable energy and is taking action to decarbonise its own business

Chronic and acute water stress reduces agricultural productivity in and Pukka Herbs has its own science-based zero carbon goal

some regions, raising prices of raw materials.

» Increased frequency of extreme weather (storms and floods) v EEE?U_'@@Q{E(CF;@L_C\ M&A%Hﬁ’&ﬁl)'(?ﬁﬁﬁ]
causes increased incidence of disruption to our manufacturing and ﬁg,&&%%ﬁbtﬁt“g*ztﬁig%ﬁ

distribution networks.
« Temperature increase and extreme weather events reduce economic

activity, GDP growth and hence sales levels fall. Future p‘}hcy and regulatlon

Despite our efforts over the past decade, commaodity-driven deforestation
remains a serious challenge in many parts of the world. We're taking a
number of steps to eliminate deforestation from agricultural commodity

v %%@%/\ODEZ%E(CDL\—C\ 2%/4%91”1@%%& supply chains. Firstly, we are transforming our own supply chains by

making sure the pa_lm oil, soy, paper and board, and tea we buy is both

E'I‘iﬂg (C?Eﬁb\ b&“)I)XEﬁiﬂo 357:'_'_\ Eg@%é%t traceable and certified as sustainable. Secondly, we are working with
L/_Cj(E . %I:{—'_S(:Ega—guy%/\o)gzgﬁi,lﬁﬂq (:Eaﬁ governments and other partners to ensure that deforestation gets the

political attention and financial resources it needs. In particular, we are
focused on helping reduce deforestation in key regions of South-East Asia,
South America, and West and Central Africa. We're also using our networks
and relationships to help tropical forest countries access large-scale,
performance-based payments for emissions reductions from forests.

v N=LH- K2 K- BRCEAVTHBDOY I S1FI—->
HiFf @ Unilever “Unilever Annual Report and Accounts 2019” ’&2333‘5(&73\ H,ﬁ%tlﬁﬁ UFRMIRIR DRI Z HEEE 55
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HiFf : Aurizon “2020 SUSTAINABILITY REPORT”
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Quantifying our climate-related risks
Regulatory changes The majority of Mondi's European sites (nine out of 13 material operations)

fall under the EU ETS. Currently our operations have sufficient allowances to
comply with the EU ETS regime. However, the EU government has published
benchmarking figures for the period 2020+ which significantly limit the CO;
allowances of EU paper and pulp producers, including Mondi. The potential
financial implication of the EU ETS allowances is in the range of €1-10 million
annually (based on an average price of €35/tonne CO;). We have calculated
This worst-case scenario by identifying the gap between our mills’ current
annual GHG emissions and the expected GHG allowances projection to 2025

Reduced EU E:

Increased severity of extreme weather events may have a negative financial
impact on our operations through decreased harvesting capacity in forests,
for example due to decreased rainfall and wood fibre supply chain disruptions
Extreme weather conditions may also impact forests and plantations through:

leading to drought, fire,
erosion and pests, and

h ytelds in our

plantations i South Africa » sustained higher temperatures which can lead to stronger winds and

increased windfalls

- plantations being vulnerable to changes in rainfall patterns and erosion
caused by heavy rain; and

» higher temperatures which may increase vulnerability of forests to pests

and disease

With droughts expected to happen more frequently, we estimate the potential

financial impact of wood fibre yield losses in our South African plantations

could be up to €13 million annually.

Chronic changes in
precipitation

Extended water shortages are a concern, especially in South Africa. Our mill
at Richards Bay uses water abstracted from the Goedertrouw Dam on the
uMhlathuze river, which is already under pressure from urban development
During the recent extended drought in South Africa, we reduced specific
water consumption through operational measures, closed loops and

recycling. Future challenges around water availability may require further
investment in water recycling in the production process and lead to increased
costs. Preliminary investigations indicate that reduced production is not a
significant risk and the potential financial impact is estimated at less than

€5 million annually

production in our mills

v BR2ANOIBRE

HFf : Mondi “Sustainable Development report 2019”
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Quantifying our climate-related opportunities

Reduced operating We have invested around €700 million in modernising energy plants and
costs through energy  improving energy efficiency across our mills since 2013. Our internal energy
Qﬂkhn:y experts’ network meets regularly to focus on increasing profitability and

competitiveness through cost optimisation, energy efficiency improvements
and structured knowledge sharing. We have a clear opportunity to improve
energy efficiency across our recently acquired operations. Our energy experts
support the technical teams of acquired operations to implement energy
efficiency measures

mational energy
experts’ network

To calculate the energy efficiency opportunity, we estimate a 1% annual
reduction in energy consumption, which could deliver a potential saving of
around €5 million annually.

—

The selling price of by-products from the kraft pulping process is rising as
industry in general becomes more interested in these renewable secondary
raw materials” Mondi is able to extract about 5-10 kg of turpentine per tonne
of pulp produced from pines. This equates to a potential to produce by-
product turpentine to the value of more than €10 million annually. Taking into
account the investments required to realise this volume of turpentine
(estimated at around €1 million) and operating and energy costs, the

opportunity is valued at around €7 million annualiz

While we have realised many internal water recycling and reuse options,

we still have investment opportunities to reduce our water use. The financial
impact of this opportunity comes from avoiding external waste water treatment
costs and the steadily increasing costs of fresh water. We have estimated
potential annual savings of €1 million, with important additional benefits in
terms Ofmldlﬂg potential restrictions of operations

and production capacity due to water shortages or other restrictions

and secures

our kcence to operate

Read our CDP climate change
disclosure 2019

For example, turpentine can be used as a solvent fo

for the chemical industry

¢ thinning oi-based pants, for producing varnishes, and as a raw matenal
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