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CARBON TRUST WEBINAR

TCFD In action:
powering your
Net Zero strategy

Go beyond compliance and turn your TCFD insights into
an actionable transition plan

Link to the video recording available HERE

02 November 2022


https://www.youtube.com/watch?v=wRhNl-zxGXI
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OUR MISSION

To accelerate the move
to a decarbonised future
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About the Carbon Trust CARBON

TRUST

Who we are

been climate pioneers for more
than 20 years, partnering with experts, including
organisations supported with leading businesses, governments consultants, policy specialists
climate action and financial institutions to and engineers
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For more info click here to watch our <2min Destination: Net Zero video or

here to read our Impact Report

We're your trusted, expert guide to
3 O 0 O I turn ambition into impact. We've +

accelerate their route to Net Zero.



https://lnkd.in/ewWiMVdv
https://publications.carbontrust.com/impact-report/
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Today’s session will: CARBON

* Re-emphasise the value of TCFD beyond compliance

» Equip you with practical recommendations on how to
leverage TCFD to develop an actionable transition plan

« Show you how Dr. Martens turned TCFD insights into
business model innovation

« Give you a chance to ask our TCFD experts
any questions
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TCFD in action: powering your Net Zero strategy

Agenda

1. Beyond disclosure: future proofing your business
with TCFD

2. Turning TCFD into action: our approach
3. Business model innovation with Dr. Martens

4. Wrap-up and Q&A
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TCFD in action: powering your Net Zero strategy

Beyond disclosure: future proofing your
business with TCFD
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Your speaker CARBON

TRUST

Gregorio Giorgi
Manager,
Advisory Services
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The impact of climate change is increasing and worsening CARBON
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THE LANCET
The 2022 report of the Lancet Countdown on health and climate change:
health at the mercy of fossil fuels
Bank of England Page 1
(43 United | UN News Climate change: possible
“\-NI,T._“’ a IOHS Global perspective Human stories

macroeconomic implications

Climate change: CO2 and methane in our atmosphere reach record levels

Quarterly Bulletin 2022 Q4

‘A dire warning’: National climate pledges
aligned with 2.5C pathway, UN reveals




—
——

Because climate risks are different to traditional risks, they are more CARBON

TRUST

difficult to manage

Systemic Non-Linear

( * /\/ Past trends are not

Climate change affects all )
necessarily strong

of society across all :
: predictors of future
sectors and geographies

outcomes
Foreseeable Irreversible
Outcomes are dependent m Once we move beyond
on short term actions, w certain thresholds, risks
with certainty that will be permanent and
significant change will often self perpetuating

materialise



The world is responding to the challenge

Levelized cost of energy by technology, World

0.4 $/kWh
0.35 $/kWh
0.3 $/kWh
0.25 $/kWh
0.2 3/kWh
0.15 $/kWh
Concentrated solar power
0.13/kWh Offshore wind
Geothermal
Bioenergy
0.05 $/kWh Solar photovoltaic
Hydropower
Onshore wind
0 $/kWh T T T T T 1
2010 2012 2014 2016 2018 2020 2021
: REUTERS® World v Businessv Legalv  Markets v ingui v igati More v

High gas prices spur green hydrogen
investment -report

The SBTi launches the
world's first standard
method to cover land-
related emissions and
removals
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Global investment in energy transition by sector
% billion
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m Sustainable materials
uCCs
m Hydrogen
Nuclear
u Electrified heat
u Electrified transport
H Energy storage

Renewable energy

COP26: UK firms forced to show how

they will hit net zero
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Setting decarbonisation targets has reached critical mass — and so

has support for the TCFD

A RECORD YEAR FOR NEW APPROVED TARGETS
AND COMMITMENTS

Annual cumulative number of companies with approved targets and commitments, 2015-2021.%
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B Approved Targets (cumulative) [l Commitments (cumulative)

Total companies committed to and with approved SBTs: 2,253

1 SBTi Progress Report 2021
2 TCFD 2022 Status Report
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Total companies supporting the TCFD: 3,8682
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1,254

2021
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https://sciencebasedtargets.org/reports/sbti-progress-report-2021
https://www.fsb-tcfd.org/supporters/

TCFD reporting is increasingly used for decision-making, and risks
are starting to be priced into financial systems

Use Disclosures in Decision-Making

10%

Legend:
B Yes

Types of Decisions in which Disclosures are Used'

nvesting - E
Lending - 19%

Insurance Underwriting 59
Credit Rating . 7%
Other I 204

Use of Climate-Related Disclosures in Decision-Making by Industry?

Asset Management
Investment
Banking

Insurance

1

1

Pension or Retirement

Capital Goods
Utilities
Legend: . nvacting

TCED 2022 Status Report
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https://www.fsb-tcfd.org/supporters/

Insights from TCFD help to make the critical decisions along =
your decarbonisation journey CARBON

TRUST

And your business remains relevant in a Net Zero economy

N
What are the most cost- How do | best respond to Do neeq to make
. ; . transformational changes
effective levers for climate risk (e.g., accept, .
. ; i to my business model? If
decarbonisation? avoid, transfer, mitigate)?
so, when?
Transition planning is a way to operationalise your decarbonisation
| commitments and align your business activities with a pathway to
= Net Zero emissions
Today 2050

Marginal improvements Transformational change

14
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TCFD in action: Powering your Net Zero strategy

urning TCFD into action: the Carbon
rust approach




Your speaker

Francesca Messeri
Manager,
Advisory Services
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Global greenhouse gas emissions GtCO:e /year
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The pathway toward a 1.5°C world will present a combination of —
physical and transition risks, as well as opportunities

Using scenario analysis is critical to stress your business model against hypothetical futures — and

ensure you remain relevant in a Net Zero world

2100 WARMING PROJECTIONS ,@mi‘n"{

Emissions and expected warming based on pledges and current policies Tracker

~
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Nov 2021 update
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Warming projected
by 2100

Historical
Policies & action
+2.5-2.9°C

2030 targets only
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2030 - °
20 l ambition gap +2.4°C
® 19-23 GtCOze
10 +2.1°C
0 +1.8°C
-10
+1.3°C

-20
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Source: Climate Action Tracker (left); adapted from NGFS (right).
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Transition risks
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A 1.5°C

Disorderly

CARBON
TRUST

Global temperatures
5°C

Too little
too late

Delayed
transition

Failure
to act

Hot house
Orderly ___---"" world
vt 12
Low High

Physical risks
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Leaders are using climate risk to drive business model innovation, power ———

CARBON

their Net Zero ambitions, and remain relevant in a Net Zero world TRUST

Understanding of climate risk and opportunity
is driving business model innovation

Outputs from climate risk assessment are use
for transition planning

Climate scenario analysis has been used for in-
depth financial quantification of the major risks
and opportunities to test strategy resilience

Cost-effective decarbonisation and risk
mitigation actions have been defined
Risk metrics and targets have been defined

Initial TCFD report, including high-level
assessment of risks and opportunities

Climaterisk is a
7 new topic in the
/ business

An initial financial impact of risks and
opportunities has been estimated

Business maturity on climate risk

Business ‘owners’ of climate risk and TCFD have been identified

Implementation roadmap

Source: Carbon Trust
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Our approach for assessing climate-related risks and opportunities
considers the interplay of three dimensions

1. External risk drivers

Transition risks
Policy & legal
Technology
Market

Reputation

Physical risks
Acute

Chronic

Opportunities
Resource efficiency
Energy sources
Products/Services
Markets

Resilience

518

Policy and
regulation

A Y rd

Innovation &
technology
breakthroughs

(1LY

Consumer
behaviour shifts
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Physical impacts
of climate change

Raw materials Production

Transport &
packaging

2. Business value chain stages

Sales

o R

=

manufacturing

PVC
compounding

Packaging g

UK & USA
Distribution
centres

Distributors &
franchises

Metal alloys
Other ]
Other raw processing
materials

Wholesale
— Retail stores

> Wholesale

partners

E-commerce

Franchise
stores

Procurement and
production costs

Operating costs

Financing investments

Revenues

Asset valuations

A

Disorderly

Delayed

transition
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Too little
too late

Failure

toact

Hot house
world
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We dive deeper to proactively explore risks beyond recognisable CArBON
hotspots and identify opportunities for value creation and resilience TRUST
Read?ly Major emissions in the value chain Considering location of major
recognised from key processes, products, raw operational assets and where
materials and countries inventories accumulate

Value chain resource use, renewable energy & circularity
Where is there a lot of resource (and land) use?

Systemic dependencies

. Where are your reliant on others for business continuity?
Proactively

explored

(Social) licence to operate & stakeholder expectations
What do your customers/ stakeholders care about and how
can you evolve to meet these needs?

Transition risks Physical risks

Opportunities and resilience _

20
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Our process lets you uncover risk vulnerabilities and areas of —
opportunity across your value chain TRUST
Raw materials Processing Manufacturing Packaging Distribution Sales

£20.00
£15.00
£10.00
£5.00
£0.00 ; - T — R T T .
| T [T I
-£10.00
-£15.00
-£20.00
-£25.00
P Transitions risks P Physical risks N Opportunities

Illustrative only 21



It provides an in-depth financial assessment critical for your —

CARBON

financial and business planning TRUST

Foregone revenues (€, bar; % of current revenues, line) Fossil fuel-linked assets value (€m) and generation capacity usage (%)
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————-
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P \\ 50%
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9 €300
€6,000 P 430% < 0%
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\
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B current policies _ Stress/transition (1.5°C)

lllustrative only 22
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SIX steps to a transition plan TRUST
Transition planning is an iterative journey. TCFD lays the foundation for achieving your Net Zero ambitions.

Measure Set targets and plan Implement and monitor

End-to-end 2;22::;'; Target Roadmap M;t;'lgS/ COJ;‘)T;:E:&
(] Footprintin i o i o
i ° (TCFD) setting S definition engagement

A
-
-
-
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Best practice in transition planning

End-to-end footprint

Scope 1,2 and 3

Annual footprint
verified by independent
3rd party

s

Climate risks and
opportunities assessed

Scenario analysis and
in-depth financial
modelling of key risks

Integration into wider
risk management and
input into financial,
business and strategy
planning

Mitigation/adaption
responses are
identified

Approved Net Zero
targets

SBTi-approved targets
underpinned by
feasibility analysis and
plans for beyond value
chain mitigation

AR S R

Actionable roadmap
defined

Mapping & integration
of sustainability
initiatives

Net Zero roadmap
clearly linked with
financial and strategic
decision-making

Clear governance with
control mechanisms

Board oversight &
incentives

My

Financial and
environmental KPIs
and metrics developed

Quantifiable KPIs and
metrics to track
performance against
Net Zero targets, risk
exposure, as well and
business and financial
plans

Environmental metrics
beyond carbon

/.-———‘-:'\
A
CARBON
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Communicate and
engage

Transition plan and
progress reported in
Annual Report

Engagement with
suppliers, industry
peers, public bodies is
leveraged to accelerate
transition

Transition plan is

verified by independent
3 party

24



Best practice in transition planning

End-to-end footprint

Scope 1,2 and 3

Annual footprint
verified by independent
3rd party

s

Climate risks and
opportunities assessed

Scenario analysis and
in-depth financial
modelling of key risks

Integration into wider
risk management and
input into financial,
business and strategy
planning

Mitigation/adaption
responses are
identified

A S Q8

Actionable roadmap
defined

Approved Net Zero
targets

SBTi-approved targets
underpinned by
feasibility analysis and
plans for beyond value
chain mitigation

Mapping & integration
of sustainability
initiatives

Net-Zero roadmap
clearly linked with
financial and strategic
decision-making

Clear governance with
control mechanisms

Board oversight &
incentives

My

Financial and
environmental KPls
and metrics developed

Quantifiable KPIs and
metrics to track
performance against
Net-Zero targets, risk
exposure, as well and
business and financial
plans

Environmental metrics
beyond carbon
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Communicate and
engage

Transition plan and
progress reported in
Annual Report

Engagement with
suppliers, industry

peers, public bodies is
leveraged to accelerate

transition

Transition plan is

verified by independent

3 party

|

ROUTE TO

Net /erc

STANDARD
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TCFD in action: powering your Net Zero strategy

Business model innovation with
Dr. Martens



Your speaker

Michaela Neto

Environment and
Climate Impact Manager
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Dr. Martens’ journey to Net Zero

Measure

End-to-end
o Footprinting

Climate risk
assessment
(TCFD)

Set targets and plan

Target
setting

Roadmap
design

AR
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Implement and monitor

FA A
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TASK FORCE ON CLIMATE-RELATED
FINANCIAL

Dr. Martens annual report 2022 (https://www.drmartensplc.com/application/files/3716/5519/3907/DMs-AR22.pdf)

SUSTAINABILITY GOVERNANCE

BOARD: PR. MARTENS PLC BOARL

AUDITANDRISK  REMUNERATION NommaTion  MaRker DiscLosune R

COMMITTEE COMMITTEE COMMITTEE COMMITTEE

SUSTAINABILITY OPERATIONAL RISK
STEERING COMMITTEE MMITTE

REGIONAL RISK
COMMITTEES

APPROACH TO

THoDRLG
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Dr. Martens Repair for Resale: Resouled Maricy

In April we successfully launched UK

repair for resale trial “ReSouled”
o

Dr. Martens ReSouled 1 REPAIRED 2 REFRESHED * Small scale pilot with c.3k items repaired and then sold
— second-hand via Depop

sold 486 items A

Q/; _____ ! JL G _9
Fk Ak k150 reviews = " P &, i S )
T, — % L . e ey . .
=== AN NE D 8N ¢ + Conservative initial modelling suggests that repaired and
Following . ‘ . .
s resold DMs are at least 56% less carbon intensive than

producing a new pair of DM'’s

9255 followers O following

1

Back with a bounce - repaired & restored DM's ,’

in the UK only &8 1 Q v
|

New styles & sizes dropping weekly ({h‘ /°
https://www.drmartens.com/uk/en_gb/depop v‘
A

Selling

* Repair and resale business models are one of the key
opportunities being investigated through the TCFD
Steering Committee.

/S

Eb 4 RESOLD ~~----- 3 REBORN < We'll b.e working w!th The Carbon Trust to model the

| T coNDITION i potential decarbonisation from a second-hand business
H il model, and ensuring the avoidance of unintended
carbon impacts

Over 370 repaired items sold in 5 weeks

110 five-star reviews (99.9% of all reviews)
If done correctly, expanding this further can help us

40% sell through rate achieve our broader growth targets whilst reducing our
average carbon per pair.

R < <

Hit 1000th sale in September

* We are exploring to expand into other key markets. 30
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Key takeaways CARBON
TRUST

TCFD is an invaluable tool to develop a Net Zero transition plan and drive the transformational change
There is a leading role for every team in your business - the foundations are formed when your leaders in finance, risk and
sustainability get aligned
The first questions to ask yourself are:
*  Am I more exposed to business disruption or market dynamics

«  For market dynamics — will the disruption be caused by technology,
society or governments

Your work is never done - integrate this with your normal strategic planning
cycles
Don’t forget ultimately TCFD is just about holding the mirror up and asking
yourself key questions like:
*  Will my current business model still be relevant in a Net Zero world
*  How flexible and resilient am I to today’s climate-related financial
impacts
*  How much time have | got to respond to any emerging, or as yet
uncovered, vulnerabilities in my value chain

*  How do the day to day business decisions that your managers make
either increase or decrease the speed, likelihood or severity of these
emerging impacts
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Q&A

hanks for
listening




Contact us

Get in touch with your client manager or
email us at client.support@carbontrust.com

\
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carbontrust.com CARBON

TRUST
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