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Wnat's the 10rL?

= G20 commissioned the Financial Stability Board
(FSB) to review how the financial sector can best
take account of climate-related issues; FinalReport .~ =~

= Task Force on Climate-related Financial Disclosures Recommendations of
(TCFD) was formed (December 2015) to the Task Force
recommend how corporations should identify, on Climate-related
guantify and report climate-related financial risks; Financial Disclosures

= |t is expected that investors will ask for disclosure
from non-financial organizations and will also need
to disclose their own level of risks in their portfolios;

= Corporations need to provide data to help investors,
lenders and insurers build climate-related risks into
their decisions.
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penelittor 16FD disclosure

Risk assessment Capital allocation Strategic planning

Make better informed decisions on Better evaluate risks and
where and when to allocate your exposures over the short,

capital. medium, and long term.

More effectively evaluate
climate related risks to your
company, its suppliers, and

competitors
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U0 16RD otalls

1,500

Organizations globally

1,340

Companies globally with

Financial institutions responsible L
for assets of $126 trl||IOﬂ
$150 t r | I I | on Market capitalization

Source: 2020 TCFD Status Report



LOre Eiements of Recommended UISCIosUres

Core Elements of Recommended Climate-Related Financial Disclosures

Governance
The organization’s governance around climate-related risks

Governance and opportunities

Strategy

The actual and potential impacts of climate-related risks and
opportunities on the organization’s businesses, strategy,
and financial planning

Strategy

Risk

Management

Risk Management
The processes used by the organization to identify, assess,
Metrics and manage climate-related risks

and Targets Metrics and Targets

The metrics and targets used to assess and manage relevant
climate-related risks and opportunities
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[CrUElement# 1 - Governance

Board Oversight

Describe board
oversight of climate-
related risk and

Management’s Role

Describe management’s role
In assessing and managing
climate-related risk and
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[CrOElement# ¢ - slraegy
©@.

Risk and Opportunity

. &

D A o

Impact of climate-related to
business, strategy, financial

Resilience of organization taken
account of 2 degree or lower

scenario
iy

Strategy

UL
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[CrD Element #3: Risk Management

KPMG

¢ Identifying and assessing

4 Managing climate-related risk

€ How organization integrate

climate-related risk

risks into overall risk
management
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[GrDelement#4: Metrics and farget

Metrics used to assess

risk and opportunity GHG emission (Scope 1-3)

Target used to manage

risk and opportunity Metrics and Target
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KPMG Survey of sustainanity reporting U0

Disclosures in line with TCFD recommendations: N100 by sector

3%y €A% D0y @Ahy @23y

Automotive 0il 8 Gas Mining Financial Chemicals
Services

Q0 @20 OBy Oy @1°%

Utilities Technology, Industrials, Personal & Construction
Media & Manufacturing Household & Materials
Telecomms & Metals Goods

Q1% @ 1% 7% O /% Q7%

Forestry Food & Transport Retail Healthcare
& Paper Beverages & Leisure

Disclosures in line with TCFD recommendations:
N100 by region

B Oi

Base: 5,200 M100 companies
Source: KFPMG Survey of Sustainability Reporting 2020

Disclosures in line with TCFD recommendations: G250 by sector

€0y ED18% @47 @40% 2%

Oil & Gas Automotive Financial Technology, Industrials,

OO0 Q19%

North Latin Europe  Middle East
America  America & Africa

Telecomms & Metals
Retail Healthcare

Base: 250 N100 companies
Source: KPMG Survey of Sustainability Reporting 2020

m © 2021 KPMG Phoomchai Audit Ltd., a Thai limited liability company and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, 13
a private English company limited by guarantee. All rights reserved.



KBy challenges posed Dy the 10rL

- =

Integrating
climate change Resilience in

climate
scenarios

TCFD
Recommendations on
climate-related financial
disclosures

h—
Material risks —

and Financial
opportunities impact
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Key thalendes

Integrating climate change

O Board and Management buy in

O Making climate-related issues an integral part of strategy,
financial planning, and risk management

O Integrating climate-related aspects into board oversight
processes and management activities

m © 2021 KPMG Phoomchai Audit Ltd., a Thai limited liability company and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited,
a private English company limited by guarantee. All rights reserved.

15



Key bhalendes

Material risks and opportunities

O Prioritizing material physical and transitional climate-related
risks for organizations’ business models

O Identifying solutions to decarbonize value chains and benefit
from relevant climate-related opportunities
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Limate-related isks and opportunites

Transition risks Physical risks Opportunities

Resource efficiency
AcCUte - event-driven, including increased

severity of extreme weather events, such as Energy source
cyclones, hurricanes, or floods

Policy & Legal
Technology
Market
Reputation

: Product and services
Chronic - longer-term shifts in climate

patterns Markets
Resilience
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Key thalendes

Resilience in climate scenarios

 Developing climate scenarios accounting for main driving
forces that are most relevant to an organization’s
business model

( Assessing resilience to material physical and transitional
climate risks and opportunities in climate scenarios
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Key Chalenges

PHILIPS

“ TCFD recommendations 2020

Recommended Disclosure Philips’s disclosure

Philips has assessed climate change as a major threat to society and human health.
According to research from the Potsdam Institute for Climate Impact research, over
4% of global CO2 emissions are caused by the Healthcare sector, thereby making

a) Describe the climate-related risks and opportunities the

organization has identified over the short, medium, and climate change also very relevant for our customers — posing both a risk and an
|0ng term. opportunity to our business. Our Green and Circular Products and Solutions portfolio
and our innovations address the challenges related to the transition to a low-carbon

) ) ) ) economy.
a) Describe the impact of climate-related risks and

opportunities on the organization’s businesses, strategy, In 2020, Philips a_c_hieved its target to be(_:onje cqrbon-neu_tral in its ope_rat_ior?s. _
d financial olannin Through our ambition to reduce CO2 emissions in our entire value chain in line with

an P g. a 1.5 °C global warming scenario (based on Science Based Targets) we are

reducing our exposure to transition risks, like changing legislation and carbon

a) Describe the resilience of the organization’s strategy taking pricing. We will continue more extensive risk assessments to provide more insights
. . . . . el into transition risks.
into consideration different climate-related scenarios, N0 transition fsks

including a 2°C or lower scenario. We developed a 2- and a 4-degrees global warming scenario in 2020 and assessed
the impact on our supply chain, our own operations and our customers. We believe
that our exposure to short-term physical risks at our sites is limited as supported by
our assessment. The impact on our value chain is still being assessed for the
medium and long term. The impact on our customers, both healthcare providers and
consumers, can be significant.
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Key Chalenges

Financial impact

 Measuring the financial impact of climate-related
opportunities and physical and transition risks on the
business model

O Simulating financial impact on balance sheet and
Income statement and adapting financial planning
to climate scenarios
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Geographic Distribution of TCFD Supporters

20%

North
America

“ 3%
South
America

2%
Middle East
and Africa

Top Five Countries by

Number of Supporters

Japan
United Kingdom

Unitéd gtates

Australia

310
219
219

76

Canada

A
N -
36%

Asia Pacific
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