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Introduction

These industry volumes are part of Appendix B of [draft] IFRS S2 Climate-related Disclosures and
are integral parts of that [draft] Standard. The volumes have the same authority as the other parts of
that [draft] Standard.

These industry volumes set out the requirements for identifying, measuring and
disclosing information related to an entity’s significant climate-related risks and
opportunities that are associated with specific business models, economic activities and
other common features that characterise participation in an industry.

The industry-based disclosure requirements are derived from SASB Standards (see
paragraphs B10-B12 of [Draft] IFRS S2 Climate-related Disclosures). Amendments to the SASB
Standards, described in paragraph B11, are marked up for ease of reference. New text is
underlined and deleted text is struck through. The metric codes used in SASB Standards
have also been included, where applicable, for ease of reference. For additional context
regarding the industry-based disclosure requirements contained in these volumes,
including structure and terminology, application and illustrative examples, refer to
Appendix B paragraphs B3-B17.

6 © 2022 SASB, part of Value Reporting Foundation. All rights reserved.
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Apparel, Accessories & Footwear

Industry Description

The Apparel, Accessories & Footwear industry includes companies involved in the design,
manufacturing, wholesaling, and retailing of various products, including men'’s,
women’s, and children’s clothing, handbags, jewelry, watches, and footwear. Products are
largely manufactured by vendors in emerging markets, thereby allowing companies in

the industry to primarily focus on design, wholesaling, marketing, supply chain
management, and retail activities.

Sustainability Disclosure Topics & Metrics

Table 1. Sustainability Disclosure Topics & Metrics

UNIT OF
TOPIC METRIC CATEGORY MEASURE CODE

Raw Materials
Sourcing

Description of environmental and social  Discussion CG-AA-440a.1
risks associated with sourcing priority and Analysis
raw materials

Percentage of raw materials third-party ~ Quantitative Percentage CG-AA-440a.2
certified to an environmental and/or (%) by weight

social sustainability standard, by

standard

Table 2. Activity Metrics

UNIT OF
ACTIVITY METRIC CATEGORY CODE

Number of (1) Tier 1 suppliers and (2) suppliers beyond  Quantitative Number CG-AA-000.A

Tier 11

1 Note to CG-AA-000.A — Tier 1 suppliers are defined as suppliers that transact directly with the
entity, such as finished goods manufacturers (e.g., cut and sew facilities). Suppliers beyond Tier
1 are the key suppliers to the entity’s Tier 1 suppliers and can include manufacturers, processing
plants, and providers of raw materials extraction (e.g., mills, dye houses and washing facilities,
sundry manufacturers, tanneries, embroiderers, screen printers, farms, and/or slaughter houses)
The entity shall disclose whether any supplier data beyond Tier 1 is based on assumptions,
estimates, or otherwise includes any uncertainty.

© 2022 SASB, part of Value Reporting Foundation. All rights reserved.
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Raw Materials Sourcing

Topic Summary

The Apparel, Accessories & Footwear industry relies on numerous raw materials as key
inputs for finished products, including cotton, leather, wool, rubber, and precious
minerals and metals. Sustainability impacts related to climate change, land use, resource
scarcity, and conflict in regions where the industry’s supply chain operates are
increasingly shaping the industry’s ability to source materials. The ability of companies
to manage potential materials shortages, supply disruptions, price volatility, and
reputational risks is made more difficult by the fact that they source materials from
geographically diverse regions through supply chains that often lack transparency.
Failure to effectively manage this issue can lead to reduced margins, constrained revenue
growth, and/or higher costs_of-er capital. The types of risk associated with sourcing
different materials can require different solutions, including engaging with suppliers,
enhancing transparency, using certification standards, and/or using innovative
alternative materials. Companies that are most proactive are likely to reduce their
exposure to price volatility and potential supply disruptions, while improving their brand
reputation and developing new market opportunities.

Metrics

CG-AA-440a.1. Description of environmental and social risks associated with
sourcing priority raw materials

1 The entity shall discuss its strategic approach to managing environmental and
social risks that arise from sourcing priority raw materials (disclosure corresponds
to the Sustainable Apparel Coalition’s Higg Brand & Retail Module (BRM).

11 Priority raw materials are defined as those that are essential to the entity’s
principal products, where principal products are those that accounted for
10 percent or more of consolidated revenue in any of the last three fiscal
years;eensistent-with-17-CFER229-101.

2 Disclosure shall include the methodology of how the entity identified priority raw
materials.
3 Raw materials include synthetic fibers and fabrics, natural fibers and fabrics,

cellulosic materials, materials derived from animals, and any other materials used
directly to make apparel, accessories, or footwear products, including, but not
limited to:

3.1 Cotton, rayon, polyester, acrylic, spandex, nylon, rubber, leather, wool,
flax, silk, hemp, and down

4 The entity shall disclose the priority raw materials that comprise its products
regardless of whether the entity purchased the materials directly or its suppliers
purchased the materials.

5 Environmental supply chain risks include, but are not limited to:

5.1 Climate change impacts (e.g., changing temperatures and/or water stress)
on natural fiber crop production that may affect their price and
availability

8 © 2022 SASB, part of Value Reporting Foundation. All rights reserved.



AprpPENDIX B oF [DRAFT] IFRS S2 CLIMATE-RELATED DISCLOSURES

5.2 Legislation on greenhouse gases (GHG) affecting the price of petroleum
which may affect the price of petroleum-derived raw materials

5.3 Tightening environmental regulations for suppliers that could affect the
cost or availability of raw materials they supply

5.4 Lack of full traceability to the source of the raw materials, which may
hinder the ability to identify compliance incidents that could lead to
negative effects on brand reputation

5.5 Improper land use practices within the supply chain that may affect the
yield of natural fiber raw materials

5.6 Other environmental factors that may have an impact on the entity’s
ability to source raw materials for its products

6 Social supply chain risks include, but are not limited to:

6.1 Suppliers’ animal welfare, labor, and human rights practices that may
affect the entity’s reputation

6.2 Sourcing materials from regions of conflict which may affect the price and
availability of raw materials

7 If the entity identifies cotton as one of its priority raw materials, it shall discuss
its vulnerability to cotton-growing regions with water stress and how it manages
the risk of price variability due to sourcing cotton from these regions.

7.1 The entity may identify its known sources of cotton for High (40—80%) or
Extremely High (>80%) Baseline Water Stress using the World Resources
Institute’s (WRI) Water Risk Atlas tool, Aqueduct.

8 The entity shall discuss its approach to managing risks associated with the use of
raw materials in its products, including physical limits on availability, access,
price, and reputational risks.

8.1 Relevant strategies to discuss include: due diligence practices, supply chain
auditing, partnerships with industry groups or nongovernmental
development organizations, using substitute materials, research and
development into materials with less environmental or social risks,
supplier diversification, implementing supply chain codes of conduct,
training or engagement programs, supplier audits and/or certifications,
and research into the full traceability of material sources, among other
strategies.

CG-AA-440a.2. Percentage of raw materials third-party certified to an
environmental and/or social sustainability standard, by standard

1 The entity shall disclose the percentage of raw materials that are third-party
certified to an environmental or social sustainability standard.

11 Environmental and social sustainability standards are defined as standards
that address environmental and social impacts that result from the
primary sourcing of raw materials, such as standards for organic or
recycled content, animal welfare, and/or fair labor.

© 2022 SASB, part of Value Reporting Foundation. All rights reserved. 9



10

Exrosure DRAFT—MARcH 2022

1.2 Environmental and social sustainability standards include, but are not
limited to:

1.2.1 Outdoor Industry Association’s Content Claim Standard (CCS)

1.2.2 Textile Exchange's Recycled Claim Standard, Global Recycled
Standard, Organic Cotton Standard, and Responsible Down
Standard

1.2.3 Certified Organic

1.2.4 Control Union Global Organic Textile Standard
1.2.5 Better Cotton Initiative

1.2.6 Forestry Stewardship Council certification (for lyocell and rubber)
1.2.7 Rainforest Alliance leather products

1.2.8 Global Organic Textile Standard

1.2.9 STeP by OEKO-TEX"

1.2.10 OEKO-TEX® Standard 100

1.2.11 ECO PASSPORT

1.2.12 Cradle to Cradle

1.2.13 Bluesign

1.3 The entity shall calculate the percentage as the weight of raw materials
third-party certified to an environmental and/or social standard divided by
the total weight of raw materials that compose the entity’s finished
products.

1.3.1 The scope of raw materials third-party certified to an
environmental and/or social standard includes raw materials
derived using a process third-party certified to an environmental
and/or social standard.

1.3.2 The scope of disclosure includes third-party certifications that are
based on environmental best practices, social best practices, or
both.

The entity shall disclose the percentage of raw materials third-party certified to
an environmental or social sustainability standard, by standard.

2.1 The entity shall calculate the percentage as the weight of raw materials
that are certified to each respective third-party environmental and/or
social standard divided by the total weight of raw materials that compose
the entity’s finished products.

The entity may discuss its use of other sustainable materials that may not be
third-party certified, but may demonstrate an environmental lifecycle benefit, and
fibers such as reclaimed cotton and wool, mechanically or chemically recycled
polyester, nylon, and lyocell.

© 2022 SASB, part of Value Reporting Foundation. All rights reserved.
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Appliance Manufacturing

Industry Description

The Appliance Manufacturing industry includes companies involved in the design and
manufacturing of household appliances and hand tools. The industry sells and
manufactures products around the world, primarily selling products to consumers
through retail locations.

Sustainability Disclosure Topics & Metrics

Table 1. Sustainability Disclosure Topics & Metrics

UNIT OF
TOPIC METRIC CATEGORY MEASURE CODE

Percentage of eligible products by Quantitative Percentage CG-AM-410a.1
revenue certified to-the ENERGY (%) by
STAR® program_an energy efficiency revenue
Product certification
Lifecycle Percentage of eligible products certified Quantitative Percentage CG-AM-410a.2
Environmental to an Association of Home Appliance (%) by
Impacts Manufacturers (AHAM) sustainability revenue
standard
Description of efforts to manage Discussion n/a CG-AM-410a.3
products’ end-of-life impacts and Analysis

Table 2. Activity Metrics

UNIT OF

Annual production 2 Quantitative Number of CG-AM-000.A
units

2 Note to CG-AM-000.A — Production shall be disclosed as the number of units produced by
product category, where relevant product categories may include small appliances and major
appliances.

© 2022 SASB, part of Value Reporting Foundation. All rights reserved. 11
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Product Lifecycle Environmental Impacts

Topic Summary

Companies in the Appliance Manufacturing industry are constantly seeking to
differentiate their products from those of their competitors. One key differentiating
factor is the environmental impact of products over their lifecycle, which is often
associated with the cost of using appliances. This issue involves a company’s ability to
design products with the entire lifecycle in mind, from creation and use to disposal. In
particular, this covers energy and water efficiency in appliances, which account for a
significant proportion of a home’s energy and water use, as well as designing for and
facilitating safe end-of-life disposal and recycling. Companies that prioritize designing
and manufacturing products with improved environmental impacts are more likely to
grow consumer demand and market share. Furthermore, companies that are able to
minimize the environmental impacts of products are more likely to be better positioned
to increased regulation related to areas such as extended producer responsibility.

Metrics

CG-AM-410a.1. Percentage of eligible products by revenue certified to-the
ENERGY-STAR® program an energy efficiency certification

1 The entity shall disclose the percentage of its revenue from eligible products

certified to—theU.S—Environmental Protection—Ageney{EPA)ENERGY-STAR®

program an energy efficiency certification.

1.1 The entity shall calculate the percentage as the revenue from products
meeting the requirements for the applicable certification divided by total

revenue from products eligible for certification by each certification.

1.1.1 Eligible products are those in a product category for which
ENERGYSTAR® certification exists, including—the—folowing
applianee—and but not limited to: heating and cooling product

iA

categories_such as air purifiers, clothes dryers, clothes washers,
dehumidifiers,  dishwashers, freezers, refrigerators, air
conditioning, boilers, ductless heating and cooling, furnaces, heat
pumps, and ventilation fans.

2 The scope of disclosure includes products that meet the requirements of the most
current version of the applicable- ENERGY STAR” certification requirements.

2.1 If the entity has products certified to a previous version of-ENERGY-STAR®
certification requirements, it shall disclose this information, including-te
which version its products are certified, a breakdown of how many
products are certified to that version, and its timeline(s) for achieving
certification to the most current version of the requirements.

lw

For each jurisdiction where the entity sells products, the entity shall disclose the
applicable certification program.

12 © 2022 SASB, part of Value Reporting Foundation. All rights reserved.
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CG-AM-410a.2. Percentage of eligible products certified to an Association of
Home Appliance Manufacturers (AHAM) sustainability standard

1 The entity shall disclose the percentage of its revenue from eligible products
certified to an Association of Home Appliance Manufacturers (AHAM)

sustainability standard.

11 Eligible products are those addressed by the scope of an AHAM

sustainability standard.

1.2 The entity shall calculate the percentage as the revenue from products
certified to an AHAM sustainability standard divided by total revenue from

products eligible for certification to an AHAM sustainability standard.

2 The scope of disclosure includes, but is not limited to, products certified to the

following AHAM sustainability standards:

2.1 ANSI/AHAM 7001.2-2015: Sustainability Standard for Household

Refrigeration Appliances

2.2 AHAM 7002-2014: Sustainability Standard for Household Portable and

Floor Care Appliances

2.3 ANSI/AHAM 7003-2016: Sustainability Standard for Household Clothes

Washers

2.4 ANSI/AHAM 7004-2018: Sustainability Standard for Household Cooking

Appliances

2.5 ANSI/AHAM 7005-2017: Sustainability Standard for Household Clothes

Drying Appliances

2.6 ANSI/AHAM 7006.2-2018: Sustainability Standard for Household Room Air

Conditioning Appliances-Second Edition

2.7 AHAM 7007-2017: Sustainability Standard for Household Microwave Oven

Appliances

2.8 AHAM 7008-2018: Sustainability Standard for Household Dehumidifier
Appliances

3 Additions or updates to the scope of AHAM sustainability standards and/or eligible

products addressed therein constitute additions to the scope of this disclosure.

CG-AM-410a.3. Description of efforts to manage products’ end-of-life impacts

1 The entity shall describe its efforts to manage the end-of-life impacts of its
products, including those related to safe and proper disposal or recycling of
constituent chemicals and other product components, including, but not limited
to, toxic heavy metals (e.g., mercury, cadmium), rigid polymers, refrigerants, and

other metals (e.g., steel and aluminum).

2 The entity shall describe the scope of its efforts, including to which product

categories, business segments, and/or operating regions they relate.

3 The entity shall discuss how it incorporates end-of-life considerations into the

design of its product(s) such as:

© 2022 SASB, part of Value Reporting Foundation. All rights reserved.
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Use of materials that are easily and commonly recyclable in existing
recycling infrastructure

Eliminating or minimizing the use of hazardous materials or materials
that may otherwise pose environmental harm upon disposal (e.g.,
refrigerants with ozone depleting potential and/or global warming
potential)

Designing products for disassembly (i.e., designing products so they can be
easily, rapidly, and cost-effectively disassembled with commonly available
tools)

Proper labeling of products and their component materials to facilitate
disassembly and recycling

The entity shall discuss its participation in extended producer responsibility (EPR)
initiatives, including the following aspects:

4.1

4.2

4.3

Whether the entity directly conducts product take-back, recovery, and
recycling or if the entity supports infrastructure for product recovery and
recycling through joint ventures, partnerships with retailers and others, or
by funding research into recycling technologies

Whether the initiative is voluntary or mandatory (e.g., in order to
maintain compliance with EU Directive 2012/19/EU on waste electrical and
electronic equipment (WEEE) or the Japan home appliance recycling law)

Relevant performance measures or targets for the initiative such as the
total amount of material recovered and the total amount of material
recycled

© 2022 SASB, part of Value Reporting Foundation. All rights reserved.
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Building Products & Furnishings

Industry Description

The Building Products & Furnishings industry comprises companies involved in the
design and manufacturing of home improvement products, home and office furnishings,
and structural wood building materials. The industry’s products include flooring, ceiling
tiles, home and office furniture and fixtures, wood trusses, plywood, paneling, and
lumber. Companies typically sell their products through distribution channels to retail
stores or through independent or company-owned dealerships.

Sustainability Disclosure Topics & Metrics

Table 1. Sustainability Disclosure Topics & Metrics

UNIT OF
TOPIC METRIC CATEGORY MEASURE CODE

Energy (1) Total energy consumed, (2) percent- Quantitative Gigajoules CG-BF-130a.1
Management  age grid electricity, (3) percentage (GJ), Percent-
in Manufactur- renewable age (%)
ing

Description of efforts to manage product Discussion n/a CG-BF-410a.1
Product lifecycle impacts and meet demand for ~ and Analysis
Lifecycle sustainable products
Environmental (1) weight of end-of-life material Quantitative Metric tons (t), CG-BF-410a.2
Impacts recovered, (2) percentage of recovered Percentage

materials recycled (%) by weight

Wood Supply (1) Total weight of wood fiber materials ~ Quantitative Metric tons (t), CG-BF-430a.1
Chain purchased, (2) percentage from third- Percentage
Management  party certified forestlands, (3) percent- (%) by weight

age by standard, and (4) percentage

certified to other wood fiber standards,

(5) percentage by standard 3

Table 2. Activity Metrics

UNIT OF
ACTIVITY METRIC CATEGORY CODE

Annual production 4 Quantitative See note CG-BF-000.A

Area of manufacturing facilities 5 Quantitative Square CG-BF-000.B
meters (m?)

3 Note to CG-BF-430a.1 — The entity shall describe its practices for sourcing: (1) wood fiber
materials from forestlands that are not certified to a third-party forest management standard,
and (2) wood fiber materials not certified to other wood fiber certification standards.

4 Note to CG-BF-000.A - Production shall be disclosed in typical units tracked by the entity such
as number of units, weight, and/or square feet.

5 Note to CG-BF-000.B — The scope shall be limited to total area under roof, including
manufacturing and administrative functions.

© 2022 SASB, part of Value Reporting Foundation. All rights reserved. 15
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Energy Management in Manufacturing

Topic Summary

The Building Products & Furnishings industry creates value through energy-intensive
manufacturing processes. Purchased electricity represents the largest share of energy
consumption across the industry, while companies may also utilize fossil fuel energy on
site. The price of conventional grid electricity and volatility of fossil fuel prices may
increase as a result of evolving climate change regulations and new incentives for energy
efficiency and renewable energy, among other factors, while alternative energy sources
become more cost-competitive. Decisions regarding energy sourcing and type, as well as
the use of alternative energy, can create trade-offs related to the energy supply’s cost and
reliability for operations. As the industry operates on relatively narrow profit margins,
reductions in energy consumption may have a significant influence on financial
performance. The manner in which a company manages energy efficiency, its reliance on
different types of energy and the associated sustainability risks, and its ability to access
alternative energy sources is likely to impact financial performance.

Metrics

CG-BF-130a.1. (1) Total energy consumed, (2) percentage grid electricity,
(3) percentage renewable

1 The entity shall disclose (1) the total amount of energy it consumed as an
aggregate figure, in gigajoules (G]J).

1.1 The scope of energy consumption includes energy from all sources,
including energy purchased from sources external to the entity and energy
produced by the entity itself (self-generated). For example, direct fuel
usage, purchased electricity, and heating, cooling, and steam energy are all
included within the scope of energy consumption.

1.2 The scope of energy consumption includes only energy directly consumed
by the entity during the reporting period.

1.3 In calculating energy consumption from fuels and biofuels, the entity shall
use higher heating values (HHV), also known as gross calorific values
(GCV), which are directly measured or taken from the Intergovernmental
Panel on Climate Change (IPCC);-the U-S—Department-of Energy(DOE)-or
he U.S_E Ik . Lming (o (EIA).

2 The entity shall disclose (2) the percentage of energy it consumed that was
supplied from grid electricity.

2.1 The percentage shall be calculated as purchased grid electricity
consumption divided by total energy consumption.

3 The entity shall disclose (3) the percentage of energy it consumed that is
renewable energy.

3.1 Renewable energy is defined as energy from sources that are replenished
at a rate greater than or equal to their rate of depletion, such as
geothermal, wind, solar, hydro, and biomass.

16 © 2022 SASB, part of Value Reporting Foundation. All rights reserved.
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The percentage shall be calculated as renewable energy consumption
divided by total energy consumption.

The scope of renewable energy includes renewable fuel the entity
consumed, renewable energy the entity directly produced, and renewable
energy the entity purchased, if purchased through a renewable power
purchase agreement (PPA) that explicitly includes renewable energy
certificates (RECs) or Guarantees of Origin (GOs), a Green-e Energy
Certified utility or supplier program, or other green power products that
explicitly include RECs or GOs, or for which Green-e Energy Certified RECs
are paired with grid electricity.

3.3.1 For any renewable electricity generated on-site, any RECs and GOs
must be retained (i.e., not sold) and retired or cancelled on behalf
of the entity in order for the entity to claim them as renewable
energy.

3.3.2 For renewable PPAs and green power products, the agreement
must explicitly include and convey that RECs and GOs be retained
or replaced and retired or cancelled on behalf of the entity in order
for the entity to claim them as renewable energy.

3.3.3 The renewable portion of the electricity grid mix that is outside of
the control or influence of the entity is excluded from the scope of
renewable energy.

For the purposes of this disclosure, the scope of renewable energy from
hydro and biomass sources is limited to-the-felewing:

he Low- Hvd Insti . Lisiblef

342 Energyfrombiomass-sources-is-limited-to materials certified to a
third-party standard (e.g., Forest Stewardship Council, Sustainable
Forest Initiative, Programme for the Endorsement of Forest
Certification, or American Tree Farm System), materials considered
eligible sources of supply according to the Green-e Framework for
Renewable Energy Certification, Version 1.0 (2017) or Green-e regional
standards, and/or materials that are eligible for an applicable state
renewable portfolio standard.

The entity shall apply conversion factors consistently for all data reported under
this disclosure, such as the use of HHVs for fuel usage (including biofuels) and
conversion of kilowatt hours (kWh) to GJ (for energy data including electricity
from solar or wind energy).

© 2022 SASB, part of Value Reporting Foundation. All rights reserved. 17
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Product Lifecycle Environmental Impacts

Topic Summary

Depending on the specific building product or furnishing, significant environmental
impacts can arise during raw material sourcing, transportation, manufacturing, use-
phase, or end-of-life. Rising consumer and regulatory preference for less-impactful
products has spawned the development of more sustainable products, broadly termed
“green building materials.” In addition, product lifecycle certification has arisen as a tool
for companies and their customers to assess and improve a product’s lifecycle impact.
Certification programs typically address specific sustainability characteristics of a
product category and include the use of closed-loop materials that help minimize a
product’s end-of-life environmental impacts and reduce the need for extracting or
producing virgin materials. Through product innovation and design that facilitates end-
of-life product recovery and the use of less-impactful materials, the adoption of product
certification programs, and partnerships with customers, manufacturers of building
products can achieve improvements in lifecycle impacts, reduce regulatory risk, meet
growing customer demand, and realize cost savings.

Metrics

CG-BF-410a.1. Description of efforts to manage product lifecycle impacts and
meet demand for sustainable products

1 The entity shall discuss its strategies to assess and manage the environmental
impact of products throughout their lifecycle.

11 Relevant strategies and efforts to assess product lifecycle impacts include
the use of environmentally focused design principles, the use of
sustainability performance standards, and the use of screening tools and
sampling methods, among others, including the operational processes it
employs for these assessments.

1.2 Relevant strategies and efforts to manage product lifecycle impacts include
changes in materials selection, assessment of upstream environmental
impacts, changes in manufacturing (resource intensity), use of recycled
materials, use of renewable materials, optimization of packaging, design
for consolidated shipping, design of low-energy-consumption products,
design for product take-back, and labeling for recycling, among others.

2 The entity shall discuss factors that drive demand for its sustainable building and
furnishings products, including green building certification programs, federal and
state procurement criteria, demand from retailers, and/or retail consumer
demand.

3 The entity shall describe the scope of its efforts including to which product
categories, business segments, and/or operating regions they relate.

4 The entity may discuss its use of Life Cycle Assessment (LCA) and Environmental
Product Declarations (EPD) in the context of its approach to reducing
environmental impact and maximizing product resource efficiency.
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41 Improvements to the environmental efficiency of products should be
discussed in terms of LCA functional unit service parameters (i.e., time,
extent, and quality of function).

4.2 LCA should be based on ISO 14040 and ISO 14044; EPD should be based on
ISO 14025 and ISO 21930:2017 for construction products.

5 The entity may disclose the percentage of its products that are certified to third-
party multi-attribute or single-attribute sustainability standards.

54 Multi n inabili lards_include, } limited_te,
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6 The entity may describe its extended producer responsibility (EPR) efforts,
including the following aspects:

6.1 How end-oflife considerations are incorporated into the design of
products, including using materials that are easily and commonly
recyclable in existing recycling infrastructure, designing products for
disassembly (i.e., designing products so they can be easily, rapidly, and
cost-effectively disassembled with commonly available tools), and properly
labeling products and their component materials to facilitate disassembly
and recycling.

CG-BF-410a.2. (1) Weight of end-of-life material recovered, (2) percentage of
recovered materials recycled

1 The entity shall disclose the weight, in metric tons, of materials recovered,
including those recovered through recycling services, product take-back
programs, and refurbishment services.

1.1 The scope of disclosure shall include products, materials, and parts at the
end of their useful life that would have otherwise been disposed of as
waste or used for energy recovery, but have instead been collected.

1.2 The scope of disclosure shall include both materials physically handled by
the entity and materials of which the entity does not take physical
possession, but for which it has contracted with a third party the task of
collection for the express purpose of reuse, recycling, or refurbishment.

1.3 The scope of disclosure excludes products and parts that are in-warranty
and have been collected for repairs.

2 The entity shall disclose the percentage of end-of-life materials recovered that
were recycled or remanufactured.
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2.1

2.2

2.3

2.4

2.5

2.6

2.7
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Recycled and remanufactured materials are defined as waste materials
that have been reprocessed or treated by means of production or
manufacturing processes and made into a final product or a component
for incorporation into a product.

The scope of recycled materials includes materials that are used, reused, or
reclaimed.

2.2.1 Reused materials are defined as those recovered products or
components of products that are used for the same purpose for
which they were conceived.

2.2.2 Reclaimed materials are defined as those processed to recover or
regenerate a usable product.

The scope of recycled materials includes materials sent for further
recycling through the transfer to a third party for the express purpose of
reuse, recycling, or refurbishment.

The scope of recycled and remanufactured products includes primary
recycled materials, co-products (outputs of equal value to primary recycled
materials), and by-products (outputs of lesser value than primary recycled
materials).

The entity shall calculate the percentage as the weight of incoming
recovered material that was recycled or remanufactured divided by the
total weight of incoming recovered material.

Portions of products and materials that are disposed of in landfills are not
considered recycled. Only the portions of products that are directly
incorporated into new products, co-products, or by-products shall be
included in the percentage recycled.

Materials incinerated, including for energy recovery, are not considered
reused, recycled, or reclaimed.

2.7.1 Energy recovery is defined as the use of combustible waste as a
means to generate energy through direct incineration, with or
without other waste, but with recovery of the heat.

The entity may disclose the following:

3.1

3.2

3.3

Whether it directly conducts product take-back, recovery, and recycling or
if it contracts with a third party the task of collection for the express
purpose of reuse, recycling, or refurbishment

If it supports infrastructure for product recovery and recycling through
joint ventures, partnerships, or by funding research into recycling
technologies

Whether its product take-back, recovery, and recycling efforts are

voluntary or mandatory—fe.g—in—order—to—maintain—compliance—with
California C S tshin 1
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Relevant performance measures or targets for its product take-back,
recovery, and recycling efforts such as the total amount of material
recovered and the total amount of material recycled
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Wood Supply Chain Management

Topic Summary

The Building Products & Furnishings industry utilizes large amounts of wood sourced
from forests worldwide. Unsustainable production and harvesting of timber can result in
adverse environmental and social impacts, including biodiversity loss and harm to the
livelihoods of forest-dependent communities. Companies may inadvertently source wood
from areas that are susceptible to unsustainable forestry practices. Reports of illegal
logging, environmental pollution, or adverse impacts on communities can result in
reputational repercussions that can damage a company’s brand value, affecting demand
for their products. In addition, regulations that address the importation of illegally
produced wood can result in penalties and further damage to brand value. To mitigate
these risks, companies are increasingly adopting third-party certifications that verify that
wood is grown and harvested in a sustainable manner. Obtaining wood sourcing
certifications can also provide companies with a potential growth channel, as they can
satisfy customer demand for certified products.

Metrics

CG-BF-430a.1. (1) Total weight of wood fiber materials purchased, (2) percentage
from third-party certified forestlands, (3) percentage by standard, and
(4) percentage certified to other wood fiber standards, (5) percentage by standard

1 The entity shall disclose the total amount of wood fiber materials (in air-dried
metric tons) it purchased during the reporting period.

1.1 Wood fiber materials include wood-fiber-based raw materials,
components, and semi-finished and finished goods.

1.2 The scope of wood-fiber-based materials includes all inputs that are
processed to be sold as finished goods, including recycled raw materials,
virgin raw materials, and goods that will be consumed directly in the
production process, excluding biomass for energy.

1.3 If wood fiber comprises a portion of a material, component, or product,
the entity shall include the portion in the total amount.

2 The entity shall disclose the percentage of its total wood fiber materials purchased
that have been sourced from forestlands that are certified to a third-party forest
management standard.

2.1 Third-party forest management standards are those that certify that
forests are harvested in a sustainable manner and that cover
environmental and social criteria including legal compliance, land rights,
community and worker relations, environmental impact and biodiversity,
forest management plans and practices, land use, wildlife habitat
conservation, and water conservation, among others.

2.2 Third-party forest management standards include, but are not limited to:
2.2.1 American Tree Farm (ATFS)

2.2.2 Forest Stewardship Council (FSC) (Forest Management and Chain of
Custody certifications)
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2.2.3 Programme for the Endorsement of Forest Certification (PEFC)
Chain of Custody certifications

2.2.4 Forest certification systems endorsed by the PEFC

2.2.5 Sustainable Forest Initiative (SFI) Forest Management and Chain of
Custody certifications

The percentage shall be calculated as the weight (in air-dried metric tons)
of the entity’s wood fiber materials purchased during the reporting period
that have been sourced from forestlands certified to one or more of the
third-party forest management standards divided by the total weight (in
air-dried metric tons) of wood fiber materials purchased during the
reporting period.

2.3.1 Wood fiber certified to multiple third-party forest management
standards shall be accounted for by the entity only once.

The entity shall disclose the percentage of its total wood fiber materials purchase
that have been sourced from forestlands that are certified to each applicable
third-party forest management standard, separately by standard.

3.1

The percentage shall be calculated as the weight (in air-dried metric tons)
of the entity’s wood fiber materials purchased during the reporting period
that have been sourced from forestlands certified to each applicable third-
party forest management standard divided by the total weight (in air-dried
metric tons) of wood fiber materials purchased during the reporting
period.

3.1.1 Wood-fiber certified to multiple third-party forest management
standards shall be accounted for by the entity in its calculations for
each applicable standard.

The entity shall disclose the percentage of its total wood fiber materials purchased
that have been certified to wood fiber standards.

4.1

4.2

4.3

Wood fiber standards exclude third-party forest management standards.
Wood fiber standards include, but are not limited to:

4.2.1 SFI Certified Fiber Sourcing Standard

4.2.2 FSC Controlled Wood Standard

4.2.3 PEFC Controlled Wood Standard

4.2.4 Recycled wood fiber standards that include post- and pre-consumer
reclaimed material (e.g., PEFC Recycled Label, FSC Recycled Label)

4.2.5 Any other due diligence standards that cover wood fiber sourcing
requirements for wood fiber from non-certified forestlands

The percentage shall be calculated as the weight (in air-dried metric tons)
of the entity’s wood fiber materials purchased during the reporting period
that have been certified to wood fiber standards divided by the total
weight (in air-dried metric tons) of wood fiber materials purchased during
the reporting period.
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4.3.1 Wood-fiber certified to multiple wood fiber standards shall be
accounted for by the entity only once.

The entity shall disclose the percentage of its wood fiber materials purchased that
have been certified to wood fiber standards, separately by standard.

5.1 The percentage shall be calculated as the weight (in air-dried metric tons)
of the entity’s wood fiber materials purchased during the reporting period
that have been certified to each applicable wood fiber standard divided by
the total weight (in air-dried metric tons) of wood fiber materials
purchased during the reporting period.

5.1.1 Wood-fiber certified to multiple third-party wood fiber standards
shall be accounted for by the entity in its calculations for each
applicable standard.

Note to CG-BF-430a.1

1

24

The entity shall describe its practices for sourcing wood fiber materials from
forestlands that are not certified to a third-party forest management standard and for
sourcing wood fiber materials not certified to other wood fiber certification
standards.

The entity shall describe its policies to verify the forestry management and
harvesting practices of suppliers, which include, but are not limited to, codes of
conduct, audits, and/or contracts.

The entity shall describe its policies to verify the forestry management and
harvesting practices of suppliers, which include, but are not limited to, codes of
conduct, audits, and/or contracts.

3.1 Wood legality and compliance with_jurisdictional regulations-the-J-S—aeey

3.2 Wood sourced from areas of protected conservation status or high
biodiversity value.

3.3 Logging in or near areas of endangered species habitat.
3.4 Logging in or near areas of indigenous peoples’ land.

3.5 The forestry management and harvesting practices of suppliers, including
environmental impact assessments or forestry management plans.

3.6 The use of genetically modified organisms (GMOs), pesticides, or other
chemicals in forests.

3.7 Criteria outlined in the definition of SFI “controversial sources,” the definition
of FSC “controlled wood,” or the equivalent.

The entity may also disclose the sources of its wood fiber (e.g., from corporate,
private, or federally owned forestlands and whether fiber is grown domestically or
internationally) and the potential risks associated with procuring fiber from these
sources.
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E-Commerce

Industry Description

The E-Commerce industry is composed of firms that provide an online marketplace for
other firms or individuals to sell their goods and services, as well as retailers and
wholesalers that provide an exclusively web-based platform for consumers to buy goods
and services. Firms in this industry sell to consumers as well as to other businesses.
Because of the accessibility of e-commerce sites, the industry is a global marketplace for
buyers and sellers. Note: The industry scope exclusively applies to “pure-play” e-
commerce operations and does not address the manufacturing or brick-and-mortar retail
operations of companies. Many consumer goods manufacturers and retailers have
incorporated, or are in the process of incorporating, an e-commerce component to their
business. SASB has separate standards for the Multiline and Specialty Retailers &
Distributors (CG-MR); Apparel, Accessories & Footwear (CG-AA); and Toys & Sporting
Goods (CG-TS) industries. Depending on the specific activities and operations of firms in
the aforementioned industries, disclosure topics and accounting metrics associated with
the E-Commerce industry standard may also be relevant.

Sustainability Disclosure Topics & Metrics

Table 1. Sustainability Disclosure Topics & Metrics

UNIT OF
TOPIC METRIC CATEGORY MEASURE CODE

(1) Total energy consumed, (2) percent- Quantitative Gigajoules CG-EC-130a.1
age grid electricity, (3) percentage (GJ), Percent-
renewable age (%)
:—r:?rr:;’:z:ture (1) Total water withdrawn, (2) total water Quantitative Thousand CG-EC-130a.2
B consumed, percentage of each in cubic meters
Water regions with High or Extremely High (m3), Percent-
Baseline Water Stress age (%)
Management
Discussion of the integration of environ-  Discussion n/a CG-EC-130a.3
mental considerations into strategic and Analysis
planning for data center needs
Total greenhouse gas (GHG) footprint of Quantitative Metric tons () CG-EC-410a.1
Product product shipments CO:z-e
Packaging &  piscussion of strategies to reduce the  Discussion n/a CG-EC-410a.2
Distribution environmental impact of product and Analysis

delivery
Table 2. Activity Metrics

UNIT OF
ACTIVITY METRIC CATEGORY CODE

Entity-defined measure of user activity © Quantitative Number CG-EC-000.A

continued...

6  Note to CG-EC-000.A — The entity shall define and disclose a basic measure of user activity
suitable for its business activities. This measure may be sales transactions, purchase
transactions, number of searches, monthly active users, page views, and/or unique URLs.
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...continued
UNIT OF
ACTIVITY METRIC CATEGORY MEASURE CODE
Data processing capacity, percentage outsourced 7 Quantitative See note CG-EC-000.B
Number of shipments Quantitative Number CG-EC-000.C

26

Note to CG-EC-000B — Data processing capacity shall be reported in units of measure typically
tracked by the entity or used as the basis for contracting its IT services needs, such as million
service units (MSUs), million instructions per second (MIPS), mega floating-point operations per
second (MFLOPS), compute cycles, or other units of measure. Alternatively, the entity may
disclose owned and outsourced data processing needs in other units of measure, such as rack
space or data center square footage. The percentage outsourced shall include co-location
facilities and cloud services (e.g., Platform as a Service and Infrastructure as a Service).
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Hardware Infrastructure Energy & Water Management

Topic Summary

A large part of the energy consumed by the E-Commerce industry is used to power
critical hardware and IT infrastructure in data centers. Data centers need to be powered
continuously, and disruptions to the energy supply can have a material impact on
operations, depending on the magnitude and timing of the disruption. Companies also
face a tradeoff when it comes to energy and water consumption for their data center
cooling needs: Cooling data centers with water instead of chillers is a means of improving
energy efficiency, but it can lead to dependence on significant local water resources.
Companies that effectively manage this issue may benefit from cost savings and
minimize reputational risks, as there is growing concern over energy and water use.

Metrics

CG-EC-130a.1. (1) Total energy consumed, (2) percentage grid electricity,
(3) percentage renewable

1 The entity shall disclose (1) the total amount of energy it consumed as an
aggregate figure, in gigajoules (G]J).

11 The scope of energy consumption includes energy from all sources,
including energy purchased from sources external to the entity and energy
produced by the entity itself (self-generated). For example, direct fuel
usage, purchased electricity, and heating, cooling, and steam energy are all
included within the scope of energy consumption.

1.2 The scope of energy consumption includes only energy directly consumed
by the entity during the reporting period.

1.3 In calculating energy consumption from fuels and biofuels, the entity shall
use higher heating values (HHV), also known as gross calorific values
(GCV), which are directly measured or taken from the Intergovernmental
Panel on Climate Change (IPCC);-the U-S—Department-of Energy{DOE)-or

he LS. ; . Lming . .

2 The entity shall disclose (2) the percentage of energy it consumed that was
supplied from grid electricity.

2.1 The percentage shall be calculated as purchased grid electricity
consumption divided by total energy consumption.

3 The entity shall disclose (3) the percentage of energy it consumed that is
renewable energy.

31 Renewable energy is defined as energy from sources that are replenished
at a rate greater than or equal to their rate of depletion, such as
geothermal, wind, solar, hydro, and biomass.

3.2 The percentage shall be calculated as renewable energy consumption
divided by total energy consumption.

© 2022 SASB, part of Value Reporting Foundation. All rights reserved. 27



28

3.3

3.4
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The scope of renewable energy includes renewable fuel the entity
consumed, renewable energy the entity directly produced, and renewable
energy the entity purchased, if purchased through a renewable power
purchase agreement (PPA) that explicitly includes renewable energy
certificates (RECs) or Guarantees of Origin (GOs), a Green-e Energy
Certified utility or supplier program, or other green power products that
explicitly include RECs or GOs, or for which Green-e Energy Certified RECs
are paired with grid electricity.

3.3.1 For any renewable electricity generated on-site, any RECs and GOs
must be retained (i.e., not sold) and retired or cancelled on behalf
of the entity in order for the entity to claim them as renewable
energy.

3.3.2 For renewable PPAs and green power products, the agreement
must explicitly include and convey that RECs and GOs be retained
or replaced and retired or cancelled on behalf of the entity in order
for the entity to claim them as renewable energy.

3.3.3 The renewable portion of the electricity grid mix that is outside of
the control or influence of the entity is excluded from the scope of
renewable energy.

For the purposes of this disclosure, the scope of renewable energy from

hydre-and biomass sources is limited to-thefoellewing:

341 ; hvd s Hmited ] ] Fed 1
he Low1 Hvd st 1 liciblef

342 Energy-frombiomass—sources-is-limited—+to materials certified to a
third-party standard (e.g., Forest Stewardship Council, Sustainable
Forest Initiative, Programme for the Endorsement of Forest
Certification, or American Tree Farm System), materials considered
eligible sources of supply according to the Green-e Framework for
Renewable Energy Certification, Version 1.0 (2017) or Green-e regional
standards, and/or materials that are eligible for an applicable state
renewable portfolio standard.

The entity shall apply conversion factors consistently for all data reported under
this disclosure, such as the use of HHVs for fuel usage (including biofuels) and
conversion of kilowatt hours (kWh) to GJ (for energy data including electricity
from solar or wind energy).

The entity may disclose the trailing twelve-month (TTM) weighted average power
usage effectiveness (PUE) for its data centers.

5.1

5.2

PUE is defined as the ratio of the total amount of power used by a
computer data center facility to the amount of power delivered to
computing equipment.

If disclosing PUE, the entity shall follow the guidance and calculation
methodology described in PUE™: A Comprehensive Examination of the Metric
(2014), published by ASHRAE and The Green Grid Association.
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CG-EC-130a.2. (1) Total water withdrawn, (2) total water consumed, percentage
of each in regions with High or Extremely High Baseline Water Stress

1

The entity shall disclose the amount of water, in thousands of cubic meters, that
was withdrawn from all sources.

11 Water sources include surface water (including water from wetlands,
rivers, lakes, and oceans), groundwater, rainwater collected directly and
stored by the entity, and water and wastewater obtained from municipal
water supplies, water utilities, or other entities.

The entity may disclose portions of its supply by source if, for example, significant
portions of withdrawals are from non-freshwater sources.

2.1 Fresh water may be defined according to the local laws and regulations
where the entity operates. Where there is no legal definition, fresh water
shall be considered to be water that has less than 1,000 parts per million

of dissolved solids-per-the U-S-—-Geelogical Survey.

2.2 Water obtained from a water utility in compliance with—H-S-—Natienal
Primary—Drinking —WaterRegulations__jurisdictional drinking water

regulations can be assumed to meet the definition of fresh water.

The entity shall disclose the amount of water, in thousands of cubic meters, that
was consumed in its operations.

31 Water consumption is defined as:
3.1.1 Water that evaporates during withdrawal, usage, and discharge;

3.1.2 Water that is directly or indirectly incorporated into the entity’s
product or service;

3.1.3 Water that does not otherwise return to the same catchment area
from which it was withdrawn, such as water returned to another
catchment area or the sea.

The entity shall analyze all of its operations for water risks and identify activities
that withdraw and consume water in locations with High (40-80 percent) or
Extremely High (>80 percent) Baseline Water Stress as classified by the World
Resources Institute’s (WRI) Water Risk Atlas tool, Aqueduct.

The entity shall disclose its water withdrawn in locations with High or Extremely
High Baseline Water Stress as a percentage of the total water withdrawn.

The entity shall disclose its water consumed in locations with High or Extremely
High Baseline Water Stress as a percentage of the total water consumed.

CG-EC-130a.3. Discussion of the integration of environmental considerations into
strategic planning for data center needs

1

The entity shall discuss the environmental considerations that it integrates into
siting, design, construction, refurbishment, and operational specifications for its
data centers, including factors related to energy and water consumption.
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11 Environmental factors may include, but are not limited to, energy-
efficiency standards; layout design, such as “hot aisle/cold aisle” layouts;
and location-based factors, such as accounting for regional humidity,
average temperature, water availability and groundwater stress, water
permits, regional- or state-level carbon legislation or pricing, and the
carbon intensity of electricity from the local grid.

The scope of disclosure shall include data centers currently owned and operated
by the entity, data centers that have been planned or are under construction, and
outsourced data center services.

The entity shall discuss how the environmental considerations it identifies were
incorporated into decisions related to its data centers that were made during the
reporting period, including if they influenced decisions to insource or outsource
data center services, improve efficiency of existing data centers, and/or construct
new data centers.
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Product Packaging & Distribution

Topic Summary

A significant part of the E-Commerce industry’s added value comes from firms’ ability to
move a wide array of goods efficiently to consumers who would otherwise have to
personally travel to collect the goods from brick-and-mortar stores. As the volume of
packaging shipments increases, the industry may become more exposed to
environmental externalities, such as carbon pricing and subsequent rising fuel costs that
present risks associated with the shipping of products. While firms that outsource
shipping and logistics have less control over the specific processes of shipping operations,
they can still select suppliers with more energy-efficient business practices. As this is a
highly competitive and low-margin industry, the ability to shave off shipping costs
through fuel reduction and more efficient routing can allow firms to pass those savings
on to their customers. Additionally, e-commerce firms have an incentive to minimize the
use of packaging. Efficient packaging can lead to cost savings from reducing the amount
of material that needs to be purchased, as well as saving on logistics costs, as more
products can fit into a single shipping load.

Metrics

CG-EC-410a.1. Total greenhouse gas (GHG) footprint of product shipments

1 The entity shall disclose the complete tank-to-wheels greenhouse gas (GHG)
footprint, in metric tons of CO,-e, associated with outbound shipment of the

entity’s products.

11 Tank-to-wheels emissions relate to vehicle processes and exclude upstream
emissions associated with primary energy production (i.e., well-to-tank
emissions).

1.2 The entity shall calculate its disclosure according to EN 16258:2012,
Methodology for calculation and declaration of energy consumption and
GHG emissions of transport services (freight and passengers).

1.2.1 Calculations shall be consistent with the methodology used to
calculate the “tank-to-wheels GHG emissions (Gt)” result that is
described in EN 16258:2012.

1.2.2 Determination of transportation system scope, boundaries, and any
necessary allocations shall be consistent with the methodology
described in EN 16258:2012.

2 The scope of disclosure includes emissions from all freight transportation and
logistics activities associated with outbound shipment of the entity’s products,
including those from contract carriers and outsourced freight forwarding services
and logistics providers (Scope 3) as well as those from the entity’s own assets
(Scope 1).

3 The scope of disclosure includes emissions from all modes of transportation, such
as road freight, air freight, barge transport, marine transport, and rail transport.
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Consistent with EN 16258:2012, disclosure may be based on calculations from a
mix of categories of emissions values (i.e., specific measured values, transport
operator vehicle-type- or route-type-specific values, transport operator fleet
values, and default values).

Where relevant and necessary for interpretation of disclosure, the entity shall
describe its allocation methods, emissions values, boundaries, mix of transport
services used, and other information.

CG-EC-410a.2. Discussion of strategies to reduce the environmental impact of
product delivery

1

32

The entity shall discuss its strategies to reduce the environmental impact of
fulfillment and delivery of its products, including impacts associated with
packaging materials and those associated with product transportation.

Relevant strategies to discuss include, but are not limited to:

2.1 Discussion of logistics selection, mode selection, and management (e.g.,
rail transport vs. air freight transport) and/or operation for route efficiency

2.2 Discussion of packaging choices, including, but not limited to, decisions to
utilize recycled or renewable (e.g., bio-based plastic) packaging material,
decisions to optimize the amount of packaging materials used (e.g., source
reduction), use of refillable or reusable packaging, and design for efficient
shipping and transport

2.3 Discussion of fuel choices and vehicle choices for fleets owned and/or
operated by the entity, such as decisions to use renewable and low-
emission fuels and low-emission vehicles

2.4 Other relevant strategies, such as efforts to reduce idling of vehicles owned
and/or operated by the entity, innovations to improve the efficiency of
“last-mile” delivery, and strategies to optimize delivery times to reduce
traffic congestion
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Household & Personal Products

Industry Description

The Household & Personal Products industry comprises companies that manufacture a
wide range of goods for personal and commercial consumption, including cosmetics,
household and industrial cleaning supplies, soaps and detergents, sanitary paper
products, household batteries, razors, and kitchen utensils. Household and personal
products companies operate globally and typically sell their products to mass merchants,
grocery stores, membership club stores, drug stores, high-frequency stores, distributors,
and e-commerce retailers. Some companies sell products through independent
representatives rather than third-party retail establishments.

Sustainability Disclosure Topics & Metrics

Table 1. Sustainability Disclosure Topics & Metrics

UNIT OF
TOPIC METRIC CATEGORY MEASURE CODE

(1) Total water withdrawn, (2) total water Quantitative Thousand CG-HP-140a.1
consumed, percentage of each in cubic meters
regions with High or Extremely High (m?3), Percent-
Water Baseline Water Stress age (%)
Management
Description of water management risks n/a CG-HP-140a.2
and discussion of strategies and practi-
ces to mitigate those risks
Environmental Amount of palm oil sourced, percentage Quantitative Metric tons (t), CG-HP-430a.1
& Social certified through the Roundtable on Percentage
Impacts of Sustainable Palm Oil (RSPO) supply (%)
Palm Oil chains as (a) Identity Preserved, (b)
Supply Chain  Segregated, (c) Mass Balance, or (d)

Book & Claim

Table 2. Activity Metrics

UNIT OF
ACTIVITY METRIC CATEGORY MEASURE CODE

Units of products sold, total weight of products sold Quantitative Number, CG-HP-000.A
Metric tons (t)
Number of manufacturing facilities Quantitative Number CG-HP-000.B
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Water Management

Topic Summary

Water is vital to the Household & Personal Products industry, both as a coolant in
manufacturing processes and as a main input for many of the industry’s products. Water
is becoming a scarcer resource around the world due to increasing consumption as a
result of population growth, rapid urbanization, and reduced supplies due to drought
and climate change. Many firms in this industry have operations in regions of the world
that are facing water scarcity. Without careful planning, companies could face increased
costs or, worse, lose access to water in these regions, thereby presenting a risk to
production. Having rigorous checks in place to ensure a steady supply of water to all
factories, as well as investing in technology to increase the efficiency of water use, will
help firms in this industry keep a lower risk profile as water scarcity becomes a more
pressing global issue.

Metrics

CG-HP-140a.1. (1) Total water withdrawn, (2) total water consumed, percentage
of each in regions with High or Extremely High Baseline Water Stress

1 The entity shall disclose the amount of water, in thousands of cubic meters, that
was withdrawn from all sources.

11 Water sources include surface water (including water from wetlands,
rivers, lakes, and oceans), groundwater, rainwater collected directly and
stored by the entity, and water and wastewater obtained from municipal
water supplies, water utilities, or other entities.

2 The entity may disclose portions of its supply by source if, for example, significant
portions of withdrawals are from non-freshwater sources.

2.1 Fresh water may be defined according to the local laws and regulations
where the entity operates. Where there is no legal definition, fresh water
shall be considered to be water that has less than 1,000 parts per million

of dissolved solids-per-the U-S—-Geological Survey.

2.2 Water obtained from a water utility in compliance with-H-S-—Natienal
Primary—Drinking—Water—Regulations_ jurisdictional drinking water

regulations can be assumed to meet the definition of fresh water.

3 The entity shall disclose the amount of water, in thousands of cubic meters, that
was consumed in its operations.

3.1 Water consumption is defined as:
3.1.1 Water that evaporates during withdrawal, usage, and discharge;

3.1.2 Water that is directly or indirectly incorporated into the entity’s
product or service;

3.1.3 Water that does not otherwise return to the same catchment area
from which it was withdrawn, such as water returned to another
catchment area or the sea.
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4 The entity shall analyze all of its operations for water risks and identify activities
that withdraw and consume water in locations with High (40-80 percent) or
Extremely High (>80 percent) Baseline Water Stress as classified by the World
Resources Institute’s (WRI) Water Risk Atlas tool, Aqueduct.

5 The entity shall disclose its water withdrawn in locations with High or Extremely
High Baseline Water Stress as a percentage of the total water withdrawn.

6 The entity shall disclose its water consumed in locations with High or Extremely
High Baseline Water Stress as a percentage of the total water consumed.

CG-HP-140a.2. Description of water management risks and discussion of
strategies and practices to mitigate those risks

1 The entity shall describe its water management risks associated with water
withdrawals, water consumption, and discharge of water and/or wastewater.

11 Risks associated with water withdrawals and water consumption include
risks to the availability of adequate, clean water resources, including, but
not limited to:

1.1.1 Environmental constraints—such as operating in water-stressed
regions, drought, concerns of aquatic impingement or
entrainment, interannual or seasonal variability, and risks due to
the impact of climate change

1.1.2 Regulatory and financial constraints—such as volatility in water
costs, stakeholder perceptions and concerns related to water
withdrawals (e.g., those from local communities, non-
governmental organizations, and regulatory agencies), direct
competition with and impact from the actions of other users (e.g.,
commercial and municipal users), restrictions to withdrawals due
to regulations, and constraints on the entity’s ability to obtain and
retain water rights or permits

1.2 Risks associated with the discharge of water and/or wastewater, include,
but are not limited to, the ability to obtain rights or permits related to
discharges, compliance with regulations related to discharges, restrictions
to discharges, the ability to maintain control over the temperature of
water discharges, liabilities and/or reputational risks, and increased
operating costs due to regulation, stakeholder perceptions and concerns
related to water discharges (e.g., those from local communities, non-
governmental organizations, and regulatory agencies).

2 The entity may describe water management risks in the context of:

2.1 How risks may vary by withdrawal source, including surface water
(including water from wetlands, rivers, lakes, and oceans), groundwater,
rainwater collected directly and stored by the entity, and water and
wastewater obtained from municipal water supplies, water utilities, or
other entities; and

2.2 How risks may vary by discharge destinations, including surface water,
groundwater, or wastewater utilities.
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The entity may discuss the potential impacts that water management risks may
have on its operations and the timeline over which such risks are expected to
manifest.

3.1 Impacts may include, but are not limited to, those associated with costs,
revenues, liabilities, continuity of operations, and reputation.

The entity shall discuss its short-term and long-term strategies or plan to mitigate
water management risks, including, but not limited to:

4.1 The scope of its strategy, plans, goals and/or targets, such as how they
relate to different business units, geographies, or water-consuming
operational processes.

4.2 Any water management goals and/or targets it has prioritized, and an
analysis of performance against those goals and/or targets.

4.2.1 Goals and targets may include, but are not limited to, those
associated with reducing water withdrawals, reducing water
consumption, reducing water discharges, reducing aquatic
impingements, improving the quality of water discharges, and
regulatory compliance.

4.3 The activities and investments required to achieve the plans, goals and/or
targets, and any risks or limiting factors that might affect achievement of
the plans and/or targets.

4.4 Disclosure of strategies, plans, goals, and/or targets shall be limited to
activities that were ongoing (active) or reached completion during the
reporting period.

For water management targets, the entity shall additionally disclose:

5.1 Whether the target is absolute or intensity-based, and the metric
denominator if it is an intensity-based target.

5.2 The timelines for the water management plans, including the start year,
the target year, and the base year.

5.3 The mechanism(s) for achieving the target, including:

5.3.1 Efficiency efforts, such as the use of water recycling and/or closed-
loop systems;

5.3.2 Product innovations such as redesigning products or services to
require less water;

5.3.3 Process and equipment innovations, such as those that enable the
reduction of aquatic impingements or entrainments;

5.3.4 Use of tools and technologies (e.g., the World Wildlife Fund Water
Risk Filter, The Global Water Tool, and Water Footprint Network
Footprint Assessment Tool) to analyze water use, risk, and
opportunities; and

5.3.5 Collaborations or programs in place with the community or other
organizations.
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5.4 The percentage reduction or improvement from the base year, where the
base year is the first year against which water management targets are
evaluated toward the achievement of the target.

The entity shall discuss whether its water management practices result in any
additional lifecycle impacts or tradeoffs in its organization, including tradeoffs in
land use, energy production, and greenhouse gas (GHG) emissions, and why the
entity chose these practices despite lifecycle tradeoffs.
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Environmental & Social Impacts of Palm Oil Supply Chain

Topic Summary

Palm oil has rapidly risen in popularity as a cheap input for a wide range of goods in the
Household & Personal Products industry, including cleaning products, candles, and
cosmetics. Palm oil harvesting in specific regions of the world can contribute to
deforestation, GHG emissions, and other environmental and social problems. If not
sourced responsibly, palm oil materials contribute to environmental and social
externalities that can present reputational and regulatory risks for companies. Further,
companies in this industry are exposed to the risk of supply chain disruptions, input
price increases, and reputational damage associated with environmental and social
externalities from palm oil sourcing. Thus, companies face pressure to track and
responsibly source palm oil. Additionally, they face pressure to ensure minimum
standards for working conditions in the supply chain, as the production of palm oil is
often associated with labor issues. Implementing sourcing standards can contribute to
reducing risks, as can innovations at the product-design phase to reduce dependence on
controversial materials such as palm oil.

Metrics

CG-HP-430a.1. Amount of palm oil sourced, percentage certified through the
Roundtable on Sustainable Palm Oil (RSPO) supply chains as (a) Identity
Preserved, (b) Segregated, (c) Mass Balance, or (d) Book & Claim

1 The entity shall disclose the amount, in metric tons, of palm oil that it sourced
during the reporting period.

1.1 The scope of palm oil includes palm kernel oil and palm kernel expeller.

2 The entity shall disclose the percentage, on a weight basis, of palm oil it sourced
that has been third-party certified to bear a Roundtable on Sustainable Palm Oil
(RSPO) claim for each of the RSPO supply chain models: (a) Identity Preserved (IP),
(b) Segregated (SG), (c) Mass Balance (MB), or (d) Book & Claim (B&C).

2.1 B&C transactions are represented by “RSPO Credits” purchased in the RSPO
PalmTrace platform.

2.2 The percentage shall be calculated as the weight in each respective RSPO
supply chain model (IP, SG, MB, or B&C) of RSPO-certified palm oil sourced
by the entity divided by the total weight, in metric tons, of palm oil
sourced by the entity.

3 The entity may discuss other strategies, approaches, and mechanisms used to
manage risks and opportunities associated with the environmental and social
impacts of palm oil sourcing.
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Multiline and Specialty Retailers & Distributors

Industry Description

The Multiline and Specialty Retailers & Distributors industry encompasses a variety of
retailing categories such as department stores, mass merchants, home products stores,
and warehouse clubs, as well as a smaller segment of distributors like electronics
wholesalers and automotive wholesalers. Common to these companies (except for the
distribution segment) is that they manage global supply chains to anticipate consumer
demands, keep costs low, and keep products stocked in their brick-and-mortar
storefronts. This is a highly competitive industry, in which each company category
generally has a small number of key players, characterized by generally low margins. The
relatively substitutable nature of retail makes companies in this industry especially
susceptible to reputational risks.

Note: SASB has separate standards for the Food Retailers & Distributors (FB-FR), Drug
Retailers (HC-DR), E-Commerce (CG-EC), and Apparel, Accessories & Footwear (CG-AA)
industries. Retail companies involved in food or drug retail, e-commerce, or apparel,
accessories, and footwear manufacturing should also consider the disclosure topics and
metrics outlined in these other standards.

Sustainability Disclosure Topics & Metrics

Table 1. Sustainability Disclosure Topics & Metrics

UNIT OF
TOPIC METRIC CATEGORY MEASURE CODE

Energy (1) Total energy consumed, (2) percent- Quantitative Gigajoules CG-MR-130a.1
Management  age grid electricity, (3) percentage (GJ), Percent-

in Retail & renewable age (%)

Distribution

Table 2. Activity Metrics

UNIT OF
ACTIVITY METRIC CATEGORY MEASURE CODE

Number of: (1) retail locations and (2) distribution centers Quantitative Number CG-MR-000.A

Total area of: (1) retail space and (2) distribution centers  Quantitative Square CG-MR-000.B
meters (m?)
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Energy Management in Retail & Distribution

Topic Summary

Companies in this industry require significant amounts of energy for their retail facilities
and warehouses. Sustainability factors—such as the increasing number of GHG-emissions
regulations, incentives for energy efficiency and renewable energy—are leading to price
increases in conventional electricity sources while making alternative sources more cost-
competitive. Fossil fuel-based energy production and consumption contribute to
significant environmental impacts, including climate change and pollution. Decisions
regarding energy sourcing and type, as well as the use of alternative energy, can create
trade-offs related to the energy supply’s cost and reliability for operations. It is becoming
increasingly important for companies to manage their overall energy efficiency, and their
access to alternative energy sources. Efficiency in this area can have financial
implications through direct cost savings, which are particularly beneficial in this low-
margin industry.

Metrics

CG-MR-130a.1. (1) Total energy consumed, (2) percentage grid electricity,
(3) percentage renewable

1 The entity shall disclose (1) the total amount of energy it consumed as an
aggregate figure, in gigajoules (G]J).

11 The scope of energy consumption includes energy from all sources,
including energy purchased from sources external to the entity and energy
produced by the entity itself (self-generated). For example, direct fuel
usage, purchased electricity, and heating, cooling, and steam energy are all
included within the scope of energy consumption.

1.2 The scope of energy consumption includes only energy directly consumed
by the entity during the reporting period.

1.3 In calculating energy consumption from fuels and biofuels, the entity shall
use higher heating values (HHV), also known as gross calorific values
(GCV), which are directly measured or taken from the Intergovernmental
Panel on Climate Change (IPCC)-the U-S—Department-of Energy{DOE)-or

2 The entity shall disclose (2) the percentage of energy it consumed that was
supplied from grid electricity.

2.1 The percentage shall be calculated as purchased grid electricity
consumption divided by total energy consumption.

3 The entity shall disclose (3) the percentage of energy it consumed that is
renewable energy.

3.1 Renewable energy is defined as energy from sources that are replenished
at a rate greater than or equal to their rate of depletion, such as
geothermal, wind, solar, hydro, and biomass.

3.2 The percentage shall be calculated as renewable energy consumption
divided by total energy consumption.
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The scope of renewable energy includes renewable fuel the entity
consumed, renewable energy the entity directly produced, and renewable
energy the entity purchased, if purchased through a renewable power
purchase agreement (PPA) that explicitly includes renewable energy
certificates (RECs) or Guarantees of Origin (GOs), a Green-e Energy
Certified utility or supplier program, or other green power products that
explicitly include RECs or GOs, or for which Green-e Energy Certified RECs
are paired with grid electricity.

3.3.1

3.3.2

3.3.3

For any renewable electricity generated on-site, any RECs and GOs
must be retained (i.e., not sold) and retired or cancelled on behalf
of the entity in order for the entity to claim them as renewable
energy.

For renewable PPAs and green power products, the agreement
must explicitly include and convey that RECs and GOs be retained
or replaced and retired or cancelled on behalf of the entity in order
for the entity to claim them as renewable energy.

The renewable portion of the electricity grid mix that is outside of
the control or influence of the entity is excluded from the scope of
renewable energy.

For the purposes of this disclosure, the scope of renewable energy from

hydre-and biomass sources is limited to-thefollewing:
4 hvd is Limited ] \ ied

the Low Impact Hydropower Institute-or that-are-eligible for astate
Energy from-biemass-sourees-islimitedto materials certified to a
third-party standard (e.g., Forest Stewardship Council, Sustainable
Forest Initiative, Programme for the Endorsement of Forest
Certification, or American Tree Farm System), materials considered
eligible sources of supply according to the Green-e Framework for
Renewable Energy Certification, Version 1.0 (2017) or Green-e regional
standards, and/or materials that are eligible for an applicable state
renewable portfolio standard.

The entity shall apply conversion factors consistently for all data reported under
this disclosure, such as the use of HHVs for fuel usage (including biofuels) and
conversion of kilowatt hours (kWh) to GJ (for energy data including electricity
from solar or wind energy).
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Coal Operations

Industry Description

The Coal Operations industry includes companies that mine coal and those that
manufacture coal products. Mining activity covers both underground and surface
mining, and thermal and metallurgical coal.

Sustainability Disclosure Topics & Metrics

Table 1. Sustainability Disclosure Topics & Metrics

UNIT OF
TOPIC METRIC CATEGORY MEASURE CODE

Gross global Scope 1 emissions, Quantitative Metric tons () EM-CO-110a.1
percentage covered under emissions- CO:z-¢,
limiting regulations Percentage
Greenhouse (%)
Ga§ : Discussion of long-term and short-term  Discussion n/a EM-CO-110a.2
Emissions strategy or plan to manage Scope 1 and Analysis

emissions, emissions reduction targets,
and an analysis of performance against
those targets

(1) Total fresh water withdrawn, Quantitative Thousand EM-CO-140a.1
(2) percentage recycled, (3) percentage cubic meters
in regions with High or Extremely High (m?), Percent-
Water Baseline Water Stress age (%)
Management
Number of incidents of non-compliance  Quantitative Number EM-CO-140a.2
associated with water quality permits,
standards, and regulations
Sensitivity of coal reserve levels to Quantitative Million metric  EM-CO-420a.1
future price projection scenarios that tons (Mt)
account for a price on carbon emissions
Reserves Estimated carbon dioxide emissions Quantitative Metric tons (t) EM-CO-420a.2
Valuation & embedded in proven coal reserves CO:-e
Capital

Discussion of how price and demand for Discussion n/a EM-CO-420a.3
coal and/or climate regulation influence  and Analysis

the capital expenditure strategy for

exploration, acquisition, and develop-

ment of assets

Expenditures

Table 2. Activity Metrics

UNIT OF
ACTIVITY METRIC CATEGORY MEASURE CODE

Production of thermal coal Quantitative Million metric ~ EM-CO-000.A
tons (Mt)

Production of metallurgical coal & Quantitative Million metric = EM-CO-000.B
tons (Mt)

8 Note to EM-CO-000.B — The scope includes pulverized coal injection.
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Greenhouse Gas Emissions

Topic Summary

Coal operations are energy intensive and generate significant direct greenhouse gas
(GHG) emissions, including carbon dioxide from fuel use and methane released from coal
beds during mining and post-mining activities. Regulatory efforts to reduce GHG
emissions in response to the risks posed by climate change may result in higher
operating and capital expenditures based on the magnitude of their direct emissions.
Operational efficiencies can be achieved through the cost-effective reduction of GHG
emissions. Such efficiencies can mitigate the potential financial impact of increased fuel
costs from regulations that seek to limit—or put a price on—GHG emissions.

Metrics

EM-CO-110a.1. Gross global Scope 1 emissions, percentage covered under

emissions-limiting regulations

1 The entity shall disclose its gross global Scope 1 greenhouse gas (GHG) emissions
to the atmosphere of the seven GHGs covered under the Kyoto Protocol—carbon
dioxide (CO,), methane (CH,), nitrous oxide (N,O), hydrofluorocarbons (HFCs),

perfluorocarbons (PFCs), sulfur hexafluoride (SFg), and nitrogen trifluoride (NF3).

1.1 Emissions of all GHGs shall be consolidated and disclosed in metric tons of
carbon dioxide equivalent (CO,-e), and calculated in accordance with

published 100-year time horizon global warming potential (GWP) values.
To date, the preferred source for GWP values is the Intergovernmental
Panel on Climate Change (IPCC) Fifth Assessment Report (2014).

1.2 Gross emissions are GHGs emitted into the atmosphere before accounting
for offsets, credits, or other similar mechanisms that have reduced or
compensated for emissions.

2 Scope 1 emissions are defined and shall be calculated according to the
methodology contained in The Greenhouse Gas Protocol: A Corporate Accounting and
Reporting Standard (GHG protocol), Revised Edition, March 2004, published by the
World Resources Institute and the World Business Council on Sustainable
Development (WRI/WBCSD).

2.1 These emissions include direct emissions of GHGs from stationary or
mobile sources; these sources include but are not limited to: equipment at
mine sites, mine mouth electric generating facilities, coal seam methane
emissions, production and processing facilities, storage facilities, office
buildings, and transportation (marine, road, and rail).

2.2 Acceptable calculation methodologies include those that conform to the
GHG Protocol as the base reference, but provide additional guidance, such
as industry- or region-specific guidance. Examples include, but are not
limited to:

2.2.1 GHG Reporting Guidance for the Aerospace Industry provided by
International Aerospace Environmental Group (IAEG)
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2.2.2 Greenhouse Gas Inventory Guidance: Direct Emissions from
Stationary Combustion Sources provided by the U.S. Environmental
Protection Agency (EPA)

2.2.3 India GHG Inventory Program
2.2.4 ISO 14064-1

2.2.5 Petroleum Industry Guidelines for reporting GHG emissions, 2nd
edition, 2011, published by IPIECA

2.2.6 Protocol for the quantification of greenhouse gas emissions from
waste management activities published by Entreprises pour
I'Environnement (EpE)

2.3 GHG emissions data shall be consolidated and disclosed according to the
approach with which the entity consolidates its financial reporting data,
which is generally aligned with the “financial control” approach defined by
the GHG Protocol, and the approach provided by the Climate Disclosure
Standards Board (CDSB) that is described in REQ-07, “Organisational
boundary,” of the CDSB Framework for reporting environmental information,
natural capital and associated business impacts (April 2018).

The entity shall disclose the percentage of its gross global Scope 1 GHG emissions
that are covered under an emissions-limiting regulation or program that is
intended to directly limit or reduce emissions, such as cap-and-trade schemes,
carbon tax/fee systems, and other emissions control (e.g., command-and-control
approach) and permit-based mechanisms.

3.1 Examples of emissions-limiting regulations include, but are not limited to:
3.1.1 California Cap-and-Trade (California Global Warming Solutions Act)
3.1.2 European Union Emissions Trading Scheme (EU ETS)
3.1.3 Quebec Cap-and-Trade (Draft Bill 42 of 2009)

3.2 The percentage shall be calculated as the total amount of gross global
Scope 1 GHG emissions (CO,-e) that are covered under emissions-limiting
regulations divided by the total amount of gross global Scope 1 GHG
emissions (CO,-e).

3.2.1 For emissions that are subject to multiple emissions-limiting
regulations, the entity shall not account for those emissions more
than once.

3.3 The scope of emissions-limiting regulations excludes emissions covered
under voluntary emissions-limiting regulations (e.g., voluntary trading
systems), as well as reporting-based regulations—je.g5—the—U-S:

S en
opR-Acen EPA Prooc =8

The entity may discuss any change in its emissions from the previous reporting
period, including whether the change was due to emissions reductions,
divestment, acquisition, mergers, changes in output, and/or changes in
calculation methodology.
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In the case that current reporting of GHG emissions to the CDP or other entity
(e.g., a national regulatory disclosure program) differs in terms of the scope and
consolidation approach used, the entity may disclose those emissions. However,
primary disclosure shall be according to the guidelines described above.

The entity may discuss the calculation methodology for its emissions disclosure,
such as if data are from continuous emissions monitoring systems (CEMS),
engineering calculations, or mass balance calculations.

EM-CO-110a.2. Discussion of long-term and short-term strategy or plan to
manage Scope 1 emissions, emissions reduction targets, and an analysis of
performance against those targets

1

The entity shall discuss its long-term and short-term strategy or plan to manage
its Scope 1 greenhouse gas (GHG) emissions.

11 Scope 1 emissions are defined according to The Greenhouse Gas Protocol: A
Corporate Accounting and Reporting Standard (GHG Protocol), Revised Edition,
March 2004, published by the World Resources Institute and the World
Business Council on Sustainable Development (WRI/WBCSD).

1.2 The scope of GHG emissions includes the seven GHGs covered under the
Kyoto Protocol—carbon dioxide (CO,), methane (CH), nitrous oxide (N,0),
hydrofluorocarbons (HFCs), perfluorocarbons (PFCs), sulfur hexafluoride
(SFg), and nitrogen trifluoride (NFj).

The entity shall discuss its emission reduction target(s) and analyze its
performance against the target(s), including the following, where relevant:

2.1 The scope of the emission reduction target (e.g., the percentage of total
emissions to which the target is applicable);

2.2 Whether the target is absolute- or intensity-based, and the metric
denominator, if it is an intensity-based target;

2.3 The percentage reduction against the base year, with the base year
representing the first year against which emissions are evaluated toward
the achievement of the target;

2.4 The timelines for the reduction activity, including the start year, the target
year, and the base year;

2.5 The mechanism(s) for achieving the target; and

2.6 Any circumstances in which the target or base year emissions have been,
or may be, recalculated retrospectively or the target or base year has been
reset.

The entity shall discuss the activities and investments required to achieve the
plans and/or targets, and any risks or limiting factors that might affect
achievement of the plans and/or targets.

The entity shall discuss the scope of its strategies, plans, and/or reduction targets,
such as whether they pertain differently to different business units, geographies,
or emissions sources.
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The entity shall discuss whether its strategies, plans, and/or reduction targets are
related to, or associated with, emissions-limiting and/or emissions reporting-based
programs or regulations (e.g., the EU Emissions Trading Scheme, Quebec Cap-and-
Trade System, California Cap-and-Trade Program), including regional, national,
international, or sectoral programs.

Disclosure of strategies, plans, and/or reduction targets shall be limited to
activities that were ongoing (active) or reached completion during the reporting
period.
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Water Management

Topic Summary

Coal operations have an impact on both the quality and quantity of local water resources.
Coal operations are water intensive. The use of water in coal washing to remove sulfur, in
cooling drilling equipment, and in transporting coal in slurry pipelines can impact
resources. The severity of these risks can vary depending on the region’s water
availability and the regulatory environment. Reducing water use and contamination
could also create operational efficiencies for companies and lower their operating costs.
Wastewater treatment and discharge is often regulated by national or local agencies.
Violating limits on selenium, sulfate, and dissolved solids could affect coal operations
companies through significant penalties, compliance costs, delays in production, or
higher costs related to mine closure.

Metrics

EM-CO-140a.1. (1) Total fresh water withdrawn, (2) percentage recycled,
(8) percentage in regions with High or Extremely High Baseline Water Stress

1 The entity shall disclose the amount of water, in thousands of cubic meters, that
was withdrawn from freshwater sources:

11 Fresh water may be defined according to the local statutes and regulations
where the entity operates. Where there is no regulatory definition, fresh
water shall be considered to be water that has less than 1000 parts per

million of dissolved solids-per-the U-S—Geological Survey.

1.2 Water obtained from a water utility in compliance with-H-S-—Natienal
Primary—Drinking —WaterRegulations__jurisdictional drinking water

regulations can be assumed to meet the definition of fresh water.

2 The entity shall disclose the percentage of water recycled as the volume, in
thousands of cubic meters, recycled divided by the volume of water withdrawn.

2.1 Any volume of water reused multiple times shall be counted as recycled
each time it is recycled and reused.

3 The entity shall analyze all of its operations for water risks and identify activities
that withdraw and consume water in locations with High (40-80%) or Extremely
High (>80%) Baseline Water Stress as classified by the World Resources Institute’s
(WRI) Water Risk Atlas tool, Aqueduct.

4 The entity shall disclose its water withdrawn in locations with High or Extremely
High Baseline Water Stress as a percentage of the total water withdrawn.

5 The entity shall disclose its water consumed in locations with High or Extremely

High Baseline Water Stress as a percentage of the total water consumed.

EM-CO-140a.2. Number of incidents of non-compliance associated with water
quality permits, standards, and regulations

1 The entity shall disclose the total number of instances of non-compliance,
including violations of a technology-based standard and exceedances of quantity
and/or quality-based standards.
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The scope of disclosure includes incidents governed by national, state, and local
statutory permits and regulations, including, but not limited to, the discharge of a
hazardous substance, violation of pretreatment requirements, or total maximum
daily load (TMDL) exceedances.

2.1 Typical parameters of concern include selenium, total dissolved solids
(TDS), sulfate, total suspended solids (TSS), and pH.

The scope of disclosure shall only include incidents of non-compliance that
resulted in a formal enforcement action(s).

3.1 Formal enforcement actions are defined as governmental recognized
actions that address a violation or threatened violation of water quantity
and/or quality laws, regulations, policies, or orders, and can result in
administrative penalty orders, administrative orders, and judicial actions,
among others. ; i

EPA D 1de

Violations shall be disclosed, regardless of their measurement methodology or
frequency. These include violations for:

4.1 Continuous discharges, limitations, standards, and prohibitions that are
generally expressed as maximum daily, weekly average, and monthly
averages

4.2 Non-continuous discharges and limitations that are generally expressed in
terms of frequency, total mass, maximum rate of discharge, and mass or
concentration of specified pollutants
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Reserves Valuation & Capital Expenditures

Topic Summary

Estimates suggest that coal companies may be unable to extract a significant proportion
of their coal reserves if greenhouse gas (GHG) emissions are to be controlled to limit
global temperature increases to two degrees Celsius per the Paris Agreement.
Stewardship of capital resources while taking into account medium- to long-term trends,
particularly related to climate change mitigation actions, is critical in order to prevent
asset impairment and maintain profitability and creditworthiness. Globally, regulations
and policies are and may continue to be put into place to limit GHG emissions from coal-
fired power plants—the customers of coal companies—thus lowering the demand for,
and subsequently the prices of, coal. Coal demand is also being affected by regulations
governing other harmful air emissions that apply to coal-fired power plants. An
expansion of GHG-mitigation regulations may increase the magnitude of potential
financial impacts in the medium to long term. Along with improved competitiveness of
alternative energy technologies, this poses a long-term risk for the reserves and capital
expenditures of coal operations companies.

Metrics

EM-CO-420a.1. Sensitivity of coal reserve levels to future price projection
scenarios that account for a price on carbon emissions

1 The entity shall perform a sensitivity analysis of its reserves to determine how
several future scenarios may affect its determination of whether the reserves are
proven or probable.

2 The entity shall analyze the sensitivity of its current proven and probable reserves
using the price trajectories published by the International Energy Agency (IEA) in
its World Energy Outlook (WEO) publication, including:

2.1 Current Policies Scenario, which assumes no changes in policies from the
mid-point of the year of publication of the WEO.

2.2 New Policies Scenario, which assumes that broad policy commitments and
plans that have been announced by countries—including national pledges
to reduce greenhouse gas emissions and plans to phase out fossil-energy
subsidies—occur, even if the measures to implement these commitments
have yet to be identified or announced. This broadly serves as the IEA
baseline scenario.

2.3 Sustainable Development Scenario, which assumes an energy pathway
occurs that is consistent with the goal of limiting the global increase in
temperature to-2°€_1.5°C by limiting concentration of greenhouse gases in

the atmosphere-te-areund450-parts-per-mitlion-of-€O,-e.

‘ N
w

The entity shall consider the WEO scenarios as a normative reference, thus
any updates to the WEO made year-on-year shall be considered updates to
this guidance.
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2.5 41 Reserves;—as—that-part-ofa_are defined as mineral deposit that could be
economically and legally extracted or produced at the time of the reserve
determination.

2.6 42 Proven reserves;—as_are reserves for which (a) quantity is computed from
dimensions revealed in outcrops, trenches, workings, or drill holes; grade
and/or quality are computed from the results of detailed sampling and (b)
the sites for inspection, sampling, and measurement are spaced so closely
and the geographic character is so well defined that size, shape, depth, and
mineral content of reserves are well established.

2.7 43 Probable reserves;—as_are reserves for which quantity and grade and/or
quality are computed from information similar to that used for proven
(measured) reserves, but the sites for inspection, sampling, and
measurement are farther apart or are otherwise less adequately spaced.
The degree of assurance, although lower than that for proven (measured)
reserves, is high enough to assume continuity between points of
observation.

The entity shall conduct a reserves sensitivity analysis and disclose, in the

aggregate, an estimate of reserves estimated for each product type based on
different price and cost criteria, such as a range of prices and costs that may

reasonably be achieved, including standardized futures prices or management’s
own forecasts.

The entity shall also disclose the price and cost schedules and assumptions on
which disclosed values are based.

The entity may summarize its findings in the following table format:

Table 1. Sensitivity of Reserves to Prices By Principal Product Type and Price
Scenario

PRICE CASE PROVEN RESERVES PROBABLE RESERVES

Coal Product A Coal Product A
(Scenario)
(tons) (measure) (tons) (measure)

Current Policies Scenario
(base)

New Policies Scenario

Sustainable  Development
Scenario
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The entity may disclose the sensitivity of its reserve levels in other price and
demand scenarios in addition to those described above, particularly if these
scenarios differ depending on the type of coal reserves, regulatory environment in
the countries or regions where mining occurs, end-use of the entity's products, or
other factors.

For additional sensitivity analyses, the entity should consider disclosing the
following, per the Task Force on Climate-Related Financial Disclosures (TCFD)
Recommendations Report Figure 8 as well as the Implementing the
Recommendations of the TCFD Report, Section E:

7.1 81 The alternative scenarios used, including other 2°C or lower scenarios.

7.2 82 Critical input parameters, assumptions, and analytical choices for the
climate-related scenarios used, particularly as they relate to key areas such
as policy assumptions, energy deployment pathways, technology
pathways, and related timing assumptions.

7.3 83 Time frames used for scenarios, including short-, medium-, and long-term
milestones (e.g., how organizations consider timing of potential future
implications under the scenarios used).

EM-CO-420a.2. Estimated carbon dioxide emissions embedded in proven coal
reserves

1

The entity shall calculate and disclose an estimate of the carbon dioxide emissions
embedded in its proven coal reserves.

11 Nota bene — this estimate applies a factor for potential CO, only and does

not include an estimate for all potential greenhouse gas emissions, as
these are dependent on downstream use (e.g., utility electricity generation,
industrial heating and electricity generation, cement production, or steel
production).

Estimated potential carbon dioxide emissions from proven coal reserves shall be
calculated according to the following formula, derived from Meinshausen et al:

2.1 E =R x V x C, where:

2.1.1 E are the potential emissions in kilograms of carbon dioxide (kg CO

2);
2.1.2 R are the proven reserves in gigagrams (Gg);
2.1.3 Vs the net calorific value in terajoules per gigagram (TJ/Gg); and

2.1.4 Cis the effective carbon dioxide emission factor in kilograms CO,

per terajoule (kg/TJ).
In the absence of data specific to the entity’s coal reserves, carbon content shall be
calculated using default data for each major type of coal resource published by

the Intergovernmental Panel on Climate Change (IPCC) in its 2006 IPCC
Guidelines for National Greenhouse Gas Inventories.
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3.1 The entity shall use default carbon content values per unit of energy that
is listed in IPCC Table 1.3 Default Values of Carbon Content, Volume 2:
Energy, Chapter 1.

3.2 The entity shall use calorific values per weight of coal resource contained
in IPCC Table 1.2 Default Net Calorific Values (NCVs) and Lower and Upper
Limit of the 95% Confidence Intervals, Volume 2: Energy, Chapter 1.

4 The entity shall use engineering estimates to determine the weight of its coal
reserves in gigagrams.

5 For other assumptions required to estimate the carbon content of coal reserves,
the entity shall rely on guidance from the IPCC, Greenhouse Gas Protocol, U.S.
Energy Information Agency (EIA), or the International Energy Agency (IEA).

EM-CO-420a.3. Discussion of how price and demand for coal and/or climate
regulation influence the capital expenditure strategy for exploration, acquisition,
and development of assets

1 The entity shall discuss how projections for price and demand for coal and the
path of air quality and climate regulation influence the entity’s capital
expenditure (CAPEX) strategy.

1.1 This discussion should include the entity’s projections and assumptions
about future coal prices and the likelihood that certain price and demand
scenarios occur.

2 The entity shall discuss the implications of price and demand scenario planning
(i.e., EM-CO-420a.1) and how they may affect decisions to explore, acquire, and
develop new reserves.

3 The entity may discuss factors that materially influence its CAPEX decision
making, including, but not limited to:

3.1 How the scope of air quality and climate change regulation—such as
which countries, regions, and/or industries are likely to be impacted—may
influence where the entity focuses its exploration and development

3.2 Its view of the alighment between the time horizon during which price
and demand for coal may be affected by climate regulation and time
horizons for returns on capital expenditures on reserves

3.3 How the structure of climate regulation—i.e., a carbon tax versus cap-and-
trade—may differently affect price and demand, and thus the entity's
capital expenditure decision making

4 The entity may discuss how these trends affect decision-making in the context of
different types of reserve expenditures, including development of assets,
acquisition of properties with proven reserves, acquisition of properties with
unproven resources, and exploration activities.
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Construction Materials

Industry Description

Construction materials companies have global operations and produce construction
materials for sale to construction firms or wholesale distributors. These primarily include
cement and aggregates, but also glass, plastic materials, insulation, bricks, and roofing
material. Materials producers operate their own quarries, mining crushed stone or sand
and gravel. They may also purchase raw materials from the mining and petroleum
industries.

Note: Companies producing wood-building products are included the Building Products &
Furnishings (CG-BF) industry, Forestry Management industry (RR-FM), and Pulp & Paper
Products industry (RR-PP) under the Sustainable Industry Classification System (SICS) and
are not included in the Construction Materials standard.

Sustainability Disclosure Topics & Metrics

Table 1. Sustainability Disclosure Topics & Metrics

UNIT OF
TOPIC METRIC CATEGORY MEASURE CODE

Gross global Scope 1 emissions, Quantitative Metric tons () EM-CM-110a.1
percentage covered under emissions- CO:z-¢,
limiting regulations Percentage
Greenhouse (%)
Gas. . Discussion of long-term and short-term  Discussion n/a EM-CM-110a.2
Emissions strategy or plan to manage Scope 1 and Analysis

emissions, emissions reduction targets,
and an analysis of performance against
those targets

Air Quality Air emissions of the following pollutants: Quantitative Metric tons () EM-CM-120a.1
(1) NOy (excluding N2O), (2) SOy,
(3) particulate matter (PM),
(4) dioxins/furans, (5) volatile organic
compounds (VOCs), (6) polycyclic
aromatic hydrocarbons (PAHs), and
(7) heavy metals

Energy (1) Total energy consumed, (2) percent- Quantitative Gigajoules EM-CM-130a.1
Management  age grid electricity, (3) percentage (GJ), Percent-

alternative, (4) percentage renewable age (%)
Water (1) Total fresh water withdrawn, Quantitative Thousand EM-CM-140a.1
Management  (2) percentage recycled, (3) percentage cubic meters

in regions with High or Extremely High (m3), Percent-

Baseline Water Stress age (%)
Waste Amount of waste generated, percentage Quantitative Metric tons (t), EM-CM-150a.1
Management  hazardous, percentage recycled Percentage

(%)
continued...
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...continued

UNIT OF
TOPIC METRIC CATEGORY CODE

Percentage of products that qualify for Quantitative Percentage EM-CM-410a.1

credits in sustainable building design (%) by annual
and construction certifications sales revenue
Product
Innovation Total addressable market and share of ~ Quantitative Reporting EM-CM-410a.2
market for products that reduce energy, currency,
water, and/or material impacts during Percentage
usage and/or production (%)

Table 2. Activity Metrics

UNIT OF

Production by major product line © Quantitative Metric tons (t) EM-CM-000.A

Note to EM-CM-000.A - Determination of major product line (e.g., cement and aggregates,
composites, roofing materials, fiberglass, brick, and tile, or others) should be based on revenue
generation, and may include a category of “other” construction materials products that
combines multiple smaller revenue streams.
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Greenhouse Gas Emissions

Topic Summary

The production of construction materials, particularly cement, generates significant
direct greenhouse gas (GHG) emissions from on-site fuel combustion and chemical
processes. The industry has achieved gains in efficiency for reducing emissions per ton of
materials produced. At the same time, increasing production is associated with an
increase in absolute emissions from cement production. The production of construction
materials remains carbon-intensive relative to other industries, exposing the industry to
higher operating and capital expenditures from emissions regulations. Strategies to
reduce GHG emissions include: energy efficiency, use of alternative and renewable fuels,
carbon sequestration, and clinker substitution. Operational efficiencies can be achieved
through the cost-effective reduction of GHG emissions. Such efficiencies can mitigate the
potential financial impact of increased fuel costs as well as direct emissions from
regulations that seek to limit—or put a price on—GHG emissions.

Metrics

EM-CM-110a.1. Gross global Scope 1 emissions, percentage covered under

emissions-limiting regulations

1 The entity shall disclose its gross global Scope 1 greenhouse gas (GHG) emissions
to the atmosphere of the seven GHGs covered under the Kyoto Protocol—carbon
dioxide (CO,), methane (CH,), nitrous oxide (N,O), hydrofluorocarbons (HFCs),

perfluorocarbons (PFCs), sulfur hexafluoride (SFg), and nitrogen trifluoride (NFj).

1.1 Emissions of all GHGs shall be consolidated and disclosed in metric tons of
carbon dioxide equivalent (CO,-e), and calculated in accordance with

published 100-year time horizon global warming potential (GWP) values.
To date, the preferred source for GWP values is the Intergovernmental
Panel on Climate Change (IPCC) Fifth Assessment Report (2014).

1.2 Gross emissions are GHGs emitted into the atmosphere before accounting
for offsets, credits, or other similar mechanisms that have reduced or
compensated for emissions.

2 Scope 1 emissions are defined and shall be calculated according to the
methodology contained in The Greenhouse Gas Protocol: A Corporate Accounting and
Reporting Standard (GHG Protocol), Revised Edition, March 2004, published by the
World Resources Institute and the World Business Council on Sustainable
Development (WRI/WBCSD).

2.1 These emissions include direct emissions of GHGs from stationary or
mobiles sources that include, but are not limited to, production facilities,
office buildings, and products transportation (marine, road, and rail).

2.2 Acceptable calculation methodologies include those that conform to the
GHG Protocol as the base reference, but provide additional guidance, such
as industry- or region-specific guidance. Examples include, but are not
limited to:
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2.2.1 GHG Reporting Guidance for the Aerospace Industry published by
International Aerospace Environmental Group (IAEG)

2.2.2 Greenhouse Gas Inventory Guidance: Direct Emissions from
Stationary Combustion Sources published by the U.S.
Environmental Protection Agency (EPA)

2.2.3 India GHG Inventory Program
2.2.4 ISO 14064-1

2.2.5 Petroleum Industry Guidelines for reporting GHG emissions, 2nd
edition, 2011, published by IPIECA

2.2.6 Protocol for the quantification of greenhouse gas emissions from
waste management activities published by Entreprises pour
I'Environnement (EpE)

GHG emissions data shall be consolidated and disclosed according to the
approach with which the entity consolidates its financial reporting data,
which is generally aligned with the “financial control” approach defined by
the GHG Protocol, and the approach published by the Climate Disclosure
Standards Board (CDSB) that is described in REQ-07, “Organisational
boundary,” of the CDSB Framework for reporting environmental information,
natural capital and associated business impacts (April 2018).

The entity shall disclose the percentage of its gross global Scope 1 GHG emissions
that are covered under an emissions-limiting regulation or program that is
intended to directly limit or reduce emissions, such as cap-and-trade schemes,
carbon tax/fee systems, and other emissions control (e.g., command-and-control
approach) and permit-based mechanisms.

3.1

3.2

3.3

Examples of emissions-limiting regulations include, but are not limited to:
3.1.1 California Cap-and-Trade (California Global Warming Solutions Act)
3.1.2 European Union Emissions Trading Scheme (EU ETS)

3.1.3 Quebec Cap-and-Trade (Draft Bill 42 of 2009)

The percentage shall be calculated as the total amount of gross global
Scope 1 GHG emissions (CO,-e) that are covered under emissions-limiting
regulations divided by the total amount of gross global Scope 1 GHG
emissions (CO,-e).

3.2.1 For emissions that are subject to multiple emissions-limiting
regulations, the entity shall not account for those emissions more
than once.

The scope of emissions-limiting regulations excludes emissions covered
under voluntary emissions-limiting regulations (e.g., voluntary trading
systems), as well as reporting-based regulations—fe.g5—the—U-S:

S e p
on-Acaen E P A Proo !
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The entity may discuss any change in its emissions from the previous reporting
period, including whether the change was due to emissions reductions,
divestment, acquisition, mergers, changes in output, and/or changes in
calculation methodology.

In the case that current reporting of GHG emissions to the CDP or other entity
(e.g., a national regulatory disclosure program) differs in terms of the scope and
consolidation approach used, the entity may disclose those emissions. However,
primary disclosure shall be according to the guidelines described above.

The entity may discuss the calculation methodology for its emissions disclosure,
such as if data are from continuous emissions monitoring systems (CEMS),
engineering calculations, or mass balance calculations.

EM-CM-110a.2. Discussion of long-term and short-term strategy or plan to
manage Scope 1 emissions, emissions reduction targets, and an analysis of
performance against those targets

1

The entity shall discuss its long-term and short-term strategy or plan to manage
its Scope 1 greenhouse gas (GHG) emissions.

11 Scope 1 emissions are defined and shall be calculated according to the
methodology contained in The Greenhouse Gas Protocol: A Corporate Accounting
and Reporting Standard (GHG Protocol), Revised Edition, March 2004,
published by the World Resources Institute and the World Business
Council on Sustainable Development (WRI/WBCSD).

1.2 The scope of GHG emissions includes the seven GHGs covered under the
Kyoto Protocol—carbon dioxide (CO,), methane (CH,), nitrous oxide (N,0),
hydrofluorocarbons (HFCs), perfluorocarbons (PFCs), sulfur hexafluoride
(SFg), and nitrogen trifluoride (NFs).

The entity shall discuss its emission reduction target(s) and analyze its
performance against the target(s), including the following, where relevant:

2.1 The scope of the emission reduction target (e.g., the percentage of total
emissions to which the target is applicable);

2.2 Whether the target is absolute- or intensity-based, and the metric
denominator, if it is an intensity-based target;

2.3 The percentage reduction against the base year, with the base year
representing the first year against which emissions are evaluated toward
the achievement of the target;

2.4 The timelines for the reduction activity, including the start year, the target
year, and the base year;

2.5 The mechanism(s) for achieving the target; and

2.6 Any circumstances in which the target or base year emissions have been,
or may be, recalculated retrospectively or the target or base year has been
reset.
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The entity shall discuss the activities and investments required to achieve the
plans and/or targets, and any risks or limiting factors that might affect
achievement of the plans and/or targets.

The entity shall discuss the scope of its strategies, plans, and/or reduction targets,
such as whether they pertain differently to different business units, geographies,
or emissions sources.

The entity shall discuss whether its strategies, plans, and/or reduction targets are
related to, or associated with, emissions limiting and/or emissions reporting-based
programs or regulations (e.g., the EU Emissions Trading Scheme, Quebec Cap-and-
Trade System, California Cap-and-Trade Program), including regional, national,
international, or sectoral programs.

Disclosure of strategies, plans, and/or reduction targets shall be limited to
activities that were ongoing (active) or reached completion during the reporting
period.
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Air Quality

Topic Summary

On-site fuel combustion and production processes in the Construction Materials industry
emit criteria air pollutants and hazardous chemicals, including small quantities of
organic compounds and heavy metals. Emissions of particular concern include nitrogen
oxides, sulfur dioxides, particulate matter, heavy metals (e.g., mercury), dioxins, and
volatile organic compounds, among others. These air emissions can have significant,
localized human health and environmental impacts. Financial impacts resulting from air
emissions will vary depending on the specific location of operations and the applicable
air emissions regulations, but could include higher operating or capital expenditures and
regulatory or legal penalties. Active management of the issue—through technological
and process improvements—could allow companies to limit the impact of regulations
and benefit from operational efficiencies that could lead to a lower cost structure over
time.

Metrics

EM-CM-120a.1. Air emissions of the following pollutants: (1) NO, (excluding N-O),
(2) SOy, (3) particulate matter (PM;g), (4) dioxins/furans, (5) volatile organic
compounds (VOCs), (6) polycyclic aromatic hydrocarbons (PAHs), and (7) heavy
metals

1 The entity shall disclose its emissions of air pollutants, in metric tons per
pollutant, that are released into the atmosphere.

11 The scope of disclosure includes air pollutants associated with the entity’s
direct air emissions resulting from all of the entity’s activities and sources
of emissions, including, but not limited to, stationary and mobile sources,
production facilities, office buildings, and transportation fleets.

2 The entity shall disclose its emissions of (1) oxides of nitrogen (NOy), reported as
NOx.
2.1 The scope of NOy includes NO and NO,, but excludes N,O.

3 The entity shall disclose its emissions of (2) oxides of sulfur (SOy), reported as SOx.
3.1 The scope of SOy includes SO, and SOs;.

4 The entity shall disclose its emissions of (3) particulate matter 10 micrometers or
less in diameter (PM;g), reported as PMy.

4.1 PMyg is defined;—aceording—to—U-5—40—CFRPart—51-166; as any airborne

finely divided solid or liquid material with an aerodynamic diameter less
than or equal to a nominal 10 micrometers.

5 The entity shall disclose its emissions of (4) dioxins/furans.

5.1 Dioxins/furans include, but are not limited to the sum of the 17 congeners
of polychlorinated dibenzodioxins (PCDDs) and polychlorinated
dibenzofurans (PCDFs) that contain chlorine
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The entity shall disclose its emissions of (5) non-methane volatile organic
compounds (VOCs).

6.1

VOCs are defined as any compound of carbon, excluding carbon monoxide,
carbon dioxide, carbonic acid, metallic carbides or carbonates, ammonium
carbonate, and methane, that participates in atmospheric photochemical
reactions, except those designated by-the U-S-—Environmental Protection
Ageney{(EPA} the relevant jurisdictional regulator as having negligible
photochemical reactivity.

6.1.1 Where applicable regulatory definitions of VOCs may conflict with

612 this definition, such as the EU Paints Directive (Directive 2004/42/
EC), and Schedule 1 of the Canadian Environmental Protection Act
1999, the entity may define VOCs as per the applicable regulatory
definition.

The entity shall disclose its emissions of (6) polycyclic aromatic hydrocarbons

(PAHS).

7.1

PAHs include, but are not limited to those listed in Table 1 of the
European Commission Joint Research Centre’s Institute for Reference
Materials and Measurements PAH Factsheet.

7.1.1 These include compounds frequently monitored by the Scientific
Committee for Food (SCF), the European Union (EU), and the U.S.
EPA.

The entity shall disclose its emissions of (7) heavy metals.

8.1

The scope of heavy metals includes Lead (Pb), mercury (Hg), and cadmium
(Cd).

The entity may discuss the calculation methodology for its emissions disclosure,
such as whether data are from continuous emissions monitoring systems (CEMS),

engineering calculations, or mass balance calculations.
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Energy Management

Topic Summary

The production of construction materials requires a significant quantity of energy,
sourced primarily from direct combustion of fossil fuels as well as from purchased
electricity. Energy-intense production has implications for climate change, and electricity
purchases from the grid can create indirect Scope 2 emissions. Construction materials
companies also use alternative fuels for their kilns, such as scrap tires and waste oil—
often waste generated by other industries. If properly managed, these can lower energy
costs and greenhouse gas (GHG) emissions. However, there could be potentially negative
impacts, such as releases of harmful air pollutants that companies need to minimize in
order to obtain net benefits from using such fuels. Decisions about use of alternative
fuels, renewable energy, and on-site generation of electricity (versus purchases from the
grid) can play an important role in influencing both the costs and reliability of energy
supply. Affordable, easily accessible, and reliable energy is an important competitive
factor in this industry, with purchased fuels and electricity accounting for a significant
proportion of total production costs. The way in which a construction materials company
manages its overall energy efficiency, its reliance on different types of energy and
associated sustainability risks, and its ability to access alternative sources of energy can
influence its profitability.

Metrics

EM-CM-130a.1. (1) Total energy consumed, (2) percentage grid electricity,
(3) percentage alternative, (4) percentage renewable

1 The entity shall disclose (1) the total amount of energy it consumed as an
aggregate figure, in gigajoules (G]J).

11 The scope of energy consumption includes energy from all sources,
including energy purchased from sources external to the entity and energy
produced by the entity itself (self-generated). For example, direct fuel
usage, purchased electricity, and heating, cooling, and steam energy are all
included within the scope of energy consumption.

1.2 The scope of energy consumption includes only energy directly consumed
by the entity during the reporting period.

1.3 In calculating energy consumption from fuels and biofuels, the entity shall
use higher heating values (HHV), also known as gross calorific values
(GCV), which are directly measured or taken from the Intergovernmental
Panel on Climate Change (IPCC);-the U-S—Department-of Energy(DOE)-or
he U.S_E Inf . Lmini o EIA).

2 The entity shall disclose (2) the percentage of energy it consumed that was
supplied from grid electricity.

2.1 The percentage shall be calculated as purchased grid electricity
consumption divided by total energy consumption.

3 The entity shall disclose (3) the percentage of energy it consumed that was from
alternative sources, in terms of its energy content.
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Alternative sources of energy include, but are not limited to: used tires,
spent solvents and waste oils, processed municipal solid waste, household
wastes, agricultural wastes such as rice, peanut shells and coffee husks,
animal meal, and sewage sludge.

The entity shall disclose (4) the percentage of energy it consumed that is
renewable energy.

4.1

4.2

4.3

4.4

Renewable energy is defined as energy from sources that are replenished
at a rate greater than or equal to their rate of depletion, such as
geothermal, wind, solar, hydro, and biomass.

The percentage shall be calculated as renewable energy consumption
divided by total energy consumption.

The scope of renewable energy includes renewable fuel the entity
consumed, renewable energy the entity directly produced, and renewable
energy the entity purchased, if purchased through a renewable power
purchase agreement (PPA) that explicitly includes renewable energy
certificates (RECs) or Guarantees of Origin (GOs), a Green-e Energy
Certified utility or supplier program, or other green power products that
explicitly include RECs or GOs, or for which Green-e Energy Certified RECs
are paired with grid electricity.

4.3.1 For any renewable electricity generated on-site, any RECs and GOs
must be retained (i.e., not sold) and retired or cancelled on behalf
of the entity in order for the entity to claim them as renewable
energy.

4.3.2 For renewable PPAs and green power products, the agreement
must explicitly include and convey that RECs and GOs be retained
or replaced and retired or cancelled on behalf of the entity in order
for the entity to claim them as renewable energy.

4.3.3 The renewable portion of the electricity grid mix that is outside of
the control or influence of the entity is excluded from the scope of
renewable energy.

For the purposes of this disclosure, the scope of renewable energy from

hydre-and biomass sources is limited to-thefellewing:

441 E . hvd s Limited . . Fed 1
} . . ] Licible &

442 Energy from-biomasssources-islimitedto materials certified to a
third-party standard (e.g., Forest Stewardship Council, Sustainable
Forest Initiative, Programme for the Endorsement of Forest
Certification, or American Tree Farm System), materials considered
eligible sources of supply according to the Green-e Framework for
Renewable Energy Certification, Version 1.0 (2017) or Green-e
regional standards, and/or materials that are eligible for an
applicable state renewable portfolio standard.
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The entity shall apply conversion factors consistently for all data reported under
this disclosure, such as the use of HHVs for fuel usage (including biofuels) and
conversion of kilowatt hours (kWh) to GJ (for energy data including electricity
from solar or wind energy).
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Water Management

Topic Summary

The production of construction materials requires substantial volumes of water for the
production process. Companies face operational, regulatory, and reputational risks due to
water scarcity, costs of water acquisition, regulations on effluents or amount of water
used, and competition with local communities and other industries for limited water
resources. Risks are likely to be higher in regions of water scarcity, due to potential water
availability constraints and price volatility. Companies that are unable to secure a stable
water supply could face production disruptions, while rising water prices could directly
increase production costs. Consequently, the adoption of technologies and processes that
reduce water consumption could lower operating risks and costs for companies by
minimizing the impact of regulations, water supply shortages, and community-related
disruptions on company operations.

Metrics

EM-CM-140a.1. (1) Total fresh water withdrawn, (2) percentage recycled,
(3) percentage in regions with High or Extremely High Baseline Water Stress

1 The entity shall disclose the amount of water, in thousands of cubic meters, that
was withdrawn from freshwater sources:

1.1 Fresh water may be defined according to the local statutes and regulations
where the entity operates. Where there is no regulatory definition, fresh
water shall be considered to be water that has less than 1000 parts per

million of dissolved solids-per-the U-S—Geelogical-Survey.

1.2 Water obtained from a water utility in compliance with—U-S—Natienal
Primary—Drinking—Water—Regulations__jurisdictional drinking water

regulations can be assumed to meet the definition of fresh water.

2 The entity shall disclose the percentage of water recycled as the volume, in
thousands of cubic meters, recycled divided by the volume of water withdrawn.

2.1 Any volume of water reused multiple times shall be counted as recycled
each time it is recycled and reused.

3 The entity shall analyze all of its operations for water risks and identify activities
that withdraw and consume water in locations with High (40-80%) or Extremely
High (>80%) Baseline Water Stress as classified by the World Resources Institute’s
(WRI) Water Risk Atlas tool, Aqueduct.

4 The entity shall disclose its water withdrawn in locations with High or Extremely
High Baseline Water Stress as a percentage of the total water withdrawn.

5 The entity shall disclose its water consumed in locations with High or Extremely
High Baseline Water Stress as a percentage of the total water consumed.
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Waste Management

Topic Summary

Recycling rates in construction materials production are high. However, wastes from
production processes, pollution control devices, and from hazardous waste management
activities present a regulatory risk and can raise operating costs. Cement kiln dust (CKD)
—consisting of fine-grained, solid, highly alkaline waste removed from cement kiln
exhaust gas by air pollution control devices—is the most significant waste category in the
industry. Regulatory risk remains from evolving environmental laws, including those at
local and national levels and for other waste streams. Companies that reduce waste
streams—hazardous waste streams in particular—and recycle by-products, can therefore
lower regulatory and litigation risks and costs.

Metrics

EM-CM-150a.1. Amount of waste generated, percentage hazardous, percentage
recycled

1 The entity shall disclose the amount of waste generated in metric tons.

11 Waste is defined as anything for which the entity has no further use and
which is discarded or is released to the environment.

1.2 The scope includes slags, dusts, sludges, used oil, and other solid wastes
that meet the above definition.

1.3 The scope excludes gaseous wastes.
2 The entity shall disclose the percentage of waste generated that was hazardous.

2.1 The percentage of hazardous waste shall be calculated as the weight-ef
waste that meets-the definition-of hazardous waste-underhazardous waste
as defined per the legal or regulatory framework(s) applicable within the
jurisdiction(s) where the waste is generated divided by the total weight of
waste material.

2.2 Hazardous waste generally includes those that display the following
characteristics: ignitability, corrosivity, reactivity, or toxicity.

2.3 The entity may use Subtitle C of the U.S. Environmental Protection
Agency’s (EPA) Resource Conservation and Recovery Act (RCRA) or-under
the EU Waste Framework Directive (Directive 2008/98/EC on waste,
including its subsequent amendments)-divided-by-thetotal-weight-ef waste

material_for the purposes of defining hazardous waste for operations
located in jurisdictions that lack applicable legal or regulatory definitions.

2.4 The entity shall disclose the applicable jurisdictional standard or
regulation used to define hazardous waste.

3 The entity shall disclose the percentage of waste generated that was recycled.
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The percentage recycled shall be calculated as the weight of waste material
that was reused, plus the weight recycled or remanufactured (through

treatment or processing) by the entity, plus the amount sent externally for
further recycling, divided by the total weight of waste material, where:

3.1.1

3.1.2

3.1.3

3.1.4

3.1.5

Reused materials are defined as those recovered products or
components of products that are used for the same purpose for
which they were conceived.

Recycled and remanufactured materials are defined as waste
materials that have been reprocessed or treated by means of
production or manufacturing processes and made into a final
product or made into a component for incorporation into a
product.

The scope of recycled and remanufactured products include
primary recycled materials, co-products (outputs of equal value to
primary recycled materials), and by-products (outputs of lesser
value to primary recycled materials).

Portions of products and materials that are disposed of in landfills
are not considered recycled; only the portions of products that are
directly incorporated into new products, co-products, or by-
products shall be included in the percentage recycled.

Materials sent for further recycling include those materials which
are transferred to a third party for the expressed purpose of reuse,
recycling, or refurbishment.

Materials incinerated, including for energy recovery, shall not be
considered within the scope of recycled materials.

3.2.1

3.2.2

Energy recovery is defined as the use of combustible waste as a
means to generate energy through direct incineration, with or
without other waste, but with recovery of the heat.

The entity may separately disclose the percentage of hazardous
waste generated that was incinerated.
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Product Innovation

Topic Summary

Innovations in building materials are a key component in the growth of sustainable
construction. Consumer and regulatory trends are largely driving adoption of sustainable
building materials and processes that are more resource efficient and can reduce health
impacts of buildings throughout their lifecycle. This is creating new business drivers for
construction materials companies, with an opportunity to increase revenues.
Furthermore, some new products require less energy to produce, or use largely recycled
inputs, reducing production costs. Sustainable construction materials, therefore, can
contribute to a company’s long-term growth and competitiveness.

Metrics

EM-CM-410a.1. Percentage of products that qualify for credits in sustainable
building design and construction certifications

1 The entity shall calculate the percentage as the revenue during the reporting
period from products that qualify for credits in recognized sustainable design and
construction certifications divided by the total revenue from building products.

1.1 The scope of products excludes raw or intermediate materials that would
require additional manufacturing before being incorporated into a
building; the entity shall exclude these products from the numerator and
denominator of its calculations.

2 Recognized sustainable building design and construction certifications and
guidelines include: BREEAM® (BRE Global), Green Globes® (Green Building
Initiative), LEED® (U.S. Green Building Council), and ICC-700 National Green
Building Standard® (National Association of Home Builders).1?

2.1 If the entity’s products can be used to obtain credits in certifications other
than those described above, it shall provide the name of the certification
and evidence of why it is equal to or more rigorous than those standards
listed here.

3 The entity may disclose and discuss which specific products contribute to
sustainable building practices and future plans to address market demand for
these types of products.

EM-CM-410a.2. Total addressable market and share of market for products that
reduce energy, water, and/or material impacts during usage and/or production

1 The entity shall provide an estimation of the total addressable market for
products that show reduced environmental impacts at various lifecycle stages,
including during material sourcing, manufacturing, and product usage (hereafter,
“reduced environmental impact products”).

10 SASB is not affiliated with any of the standards or organization listed, and listing should not be

taken as an endorsement of any standard or organization. Listing of standards is not meant to
imply that standards are identical in scope, underlying requirements, or criteria, or that
standards are interchangeable.
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1.1 Total addressable market is defined as potential revenue-{in-biliens-of U-S:
deHars) should the entity capture 100 percent of the market share of the
product category (e.g., the global market for reduced environmental
impact building products).

The scope of products includes those:

2.1 With product attributes that reduce energy consumption or increase
energy efficiency for users, such as by providing improved insulation as
compared to typical products

2.2 With process or product attributes that reduce the amount water required
in manufacturing, during product assembly, or product usage

2.3 That use secondary or recycled materials in place of virgin materials such
that upstream impacts are reduced

2.4 Made with design innovations that lower carbon emissions during
manufacturing, such as use of renewable fuels, energy efficiency
improvements, or the use of materials requiring less processing

If there is a significant difference between the total addressable market and the
market that the entity can serve through its existing or planned capabilities, sales
channels, or products (i.e., the serviceable available market) then the entity
should disclose this information.

The entity shall disclose the share of the total addressable market for reduced
environmental impact products that it currently captures with its products.

4.1 Market share shall be calculated as revenues from these products divided
by the size of the total addressable market.

The entity may provide a projection of growth of this market, where the projected
addressable market is represented — based on a reasonable set of assumptions
about changes in market conditions — as a percentage of year-on-year growth or as
an estimate of the market size after a defined period (i.e., the market size in 10
years).

5.1 The entity may disclose its target three-year market share as a
measurement of targeted growth, where the target is the percentage of the
total addressable market that the entity plans to address over a three-year
time horizon.
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Iron & Steel Producers

Industry Description

The Iron & Steel Producers industry consists of steel producers with iron and steel mills
and companies with iron and steel foundries. The steel producers segment consists of
companies that produce iron and steel products from their own mills. These products
include flat-rolled sheets, tin plates, pipes, tubes, and products made of stainless steel,
titanium, and high alloy steels. Iron and steel foundries, which cast various products,
typically purchase iron and steel from other firms. The industry also includes metal
service centers and other metal merchant wholesalers, which distribute, import, or
export ferrous products. Steel production occurs via two primary methods: the Basic
Oxygen Furnace (BOF), which uses iron ore as an input, and the Electric Arc Furnace
(EAF), which uses scrap steel. Many companies in the industry operate on an
international scale. Note: With a few exceptions, most companies do not mine their own
ore to manufacture steel and iron products. There are separate SASB standards for the
Metals & Mining (EM-MM) industry.

Sustainability Disclosure Topics & Metrics

Table 1. Sustainability Disclosure Topics & Metrics

UNIT OF

Gross global Scope 1 emissions, Quantitative Metric tons (t) EM-IS-110a.1
percentage covered under emissions- COz-e,
limiting regulations Percentage
Greenhouse (%)
Gas_ . Discussion of long-term and short-term  Discussion n/a EM-IS-110a.2
Emissions strategy or plan to manage Scope 1 and Analysis

emissions, emissions reduction targets,
and an analysis of performance against
those targets

(1) Total energy consumed, (2) percent- Quantitative Gigajoules EM-I1S-130a.1

age grid electricity, (3) percentage (GJ), Percent-
Energy renewable age (%)
Management (1) Total fuel consumed, (2) percentage  Quantitative  Gigajoules EM-IS-130a.2
coal, (3) percentage natural gas, (GJ), Percent-
(4) percentage renewable age (%)
Water (1) Total fresh water withdrawn, Quantitative Thousand EM-1S-140a.1
Management  (2) percentage recycled, (3) percentage cubic meters
in regions with High or Extremely High (m?3), Percent-
Baseline Water Stress age (%)
Supply Chain  Discussion of the process for managing  Discussion n/a EM-1S-430a.1
Management iron ore and/or coking coal sourcing and Analysis
risks arising from environmental and
social issues
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Table 2. Activity Metrics

UNIT OF
ACTIVITY METRIC CATEGORY MEASURE CODE

Raw steel production, percentage from: (1) basic oxygen Quantitative Metric tons (), EM-IS-000.A

furnace processes, (2) electric arc furnace processes Percentage

(%)
Total iron ore production ! Quantitative Metric tons (1) EM-1S-000.B
Total coking coal production 12 Quantitative Metric tons (t) EM-1S-000.C

11 Note to EM-IS-000.B — The scope of production includes iron ore consumed internally and that
which is made available for sale.

Note to EM-IS-000.C — The scope of production includes coking coal consumed internally and
that which is made available for sale.

12
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Greenhouse Gas Emissions

Topic Summary

Iron and steel production generates significant direct greenhouse gas (GHG) emissions,
primarily of carbon dioxide and methane, from production processes and on-site fuel
combustion. While technological improvements have reduced the GHG emissions per ton
of steel produced, steel production remains carbon-intensive relative to other industries.
Regulatory efforts to reduce GHG emissions in response to the risks posed by climate
change may result additional regulatory compliance costs and risks for iron and steel
companies due to climate change mitigation policies. Operational efficiencies can be
achieved through the cost-effective reduction of GHG emissions. Such efficiencies can
mitigate the potential financial impact of increased fuel costs from regulations that seek
to limit—or put a price on—GHG emissions.

Metrics

EM-IS-110a.1. Gross global Scope 1 emissions, percentage covered under

emissions-limiting regulations

1 The entity shall disclose its gross global Scope 1 greenhouse gas (GHG) emissions
to the atmosphere of the seven GHGs covered under the Kyoto Protocol—carbon
dioxide (CO,), methane (CHy), nitrous oxide (N,O), hydrofluorocarbons (HFCs),

perfluorocarbons (PFCs), sulfur hexafluoride (SFg), and nitrogen trifluoride (NFj).

1.1 Emissions of all GHGs shall be consolidated and disclosed in metric tons of
carbon dioxide equivalents (CO,-e), and calculated in accordance with

published 100-year time horizon global warming potential (GWP) values.
To date, the preferred source for GWP values is the Intergovernmental
Panel on Climate Change (IPCC) Fifth Assessment Report (2014).

1.2 Gross emissions are GHGs emitted into the atmosphere before accounting
for offsets, credits, or other similar mechanisms that have reduced or
compensated for emissions.

2 Scope 1 emissions are defined and shall be calculated according to the
methodology contained in The Greenhouse Gas Protocol: A Corporate Accounting and
Reporting Standard (GHG Protocol), Revised Edition, March 2004, published by the
World Resources Institute and the World Business Council on Sustainable
Development (WRI/WBCSD).

2.1 These emissions include direct emissions of GHGs from stationary or
mobiles sources that include, but are not limited to, production facilities,
office buildings, and iron and steel transportation (marine, road, and rail).

2.2 Acceptable calculation methodologies include those that conform to the
GHG Protocol as the base reference, but provide additional guidance, such
as industry- or region-specific guidance. Examples include, but are not
limited to:

2.2.1 GHG Reporting Guidance for the Aerospace Industry published by
International Aerospace Environmental Group (IAEG)
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2.2.2 Greenhouse Gas Inventory Guidance: Direct Emissions from
Stationary Combustion Sources published by the U.S.
Environmental Protection Agency (EPA)

2.2.3 India GHG Inventory Program
2.2.4 ISO 14064-1

2.2.5 Petroleum Industry Guidelines for reporting GHG emissions, 2nd
edition, 2011, published by IPIECA

2.2.6 Protocol for the quantification of greenhouse gas emissions from
waste management activities published by Entreprises pour
I'Environnement (EpE)

2.3 GHG emissions data shall be consolidated and disclosed according to the
approach with which the entity consolidates its financial reporting data,
which is generally aligned with the “financial control” approach defined by
the GHG Protocol, and the approach published by the Climate Disclosure
Standards Board (CDSB) described in REQ-07, “Organisational boundary,” of
the CDSB Framework for reporting environmental information, natural capital and
associated business impacts (April 2018).

The entity shall disclose the percentage of its gross global Scope 1 GHG emissions
that are covered under an emissions-limiting regulation or program that is
intended to directly limit or reduce emissions, such as cap-and-trade schemes,
carbon tax/fee systems, and other emissions control (e.g., command-and-control
approach) and permit-based mechanisms.

3.1 Examples of emissions-limiting regulations include, but are not limited to:
3.1.1 California Cap-and-Trade (California Global Warming Solutions Act)
3.1.2 European Union Emissions Trading Scheme (EU ETS)
3.1.3 Quebec Cap-and-Trade (Draft Bill 42 of 2009)

3.2 The percentage shall be calculated as the total amount of gross global
Scope 1 GHG emissions (CO,-e) that are covered under emissions-limiting
regulations divided by the total amount of gross global Scope 1 GHG
emissions (CO,-e).

3.2.1 For emissions that are subject to multiple emissions-limiting
regulations, the entity shall not account for those emissions more
than once.

3.3 The scope of emissions-limiting regulations excludes emissions covered

under voluntary emissions-limiting regulations (e.g., voluntary trading

systems), as well as reporting-based regulations—je.g5—the—U-S:
i ecti ’ ine Prosraml.

on-Acaen EPA fa

The entity may discuss any change in its emissions from the previous reporting
period, including whether the change was due to emissions reductions,
divestment, acquisition, mergers, changes in output, and/or changes in
calculation methodology.
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In the case that current reporting of GHG emissions to the CDP or other entity
(e.g., a national regulatory disclosure program) differs in terms of the scope and
consolidation approach used, the entity may disclose those emissions. However,
primary disclosure shall be according to the guidelines described above.

The entity may discuss the calculation methodology for its emissions disclosure,
such as if data are from continuous emissions monitoring systems (CEMS),
engineering calculations, or mass balance calculations.

EM-IS-110a.2. Discussion of long-term and short-term strategy or plan to manage
Scope 1 emissions, emissions reduction targets, and an analysis of performance
against those targets

1

The entity shall discuss its long-term and short-term strategy or plan to manage
its Scope 1 greenhouse gas (GHG) emissions.

11 Scope 1 emissions are defined according to The Greenhouse Gas Protocol: A
Corporate Accounting and Reporting Standard (GHG Protocol), Revised Edition,
March 2004, published by the World Resources Institute and the World
Business Council on Sustainable Development (WRI/WBCSD).

1.2 The scope of GHG emissions includes the seven GHGs covered under the
Kyoto Protocol—carbon dioxide (CO,), methane (CHy), nitrous oxide (N,0),
hydrofluorocarbons (HFCs), perfluorocarbons (PFCs), sulfur hexafluoride
(SFg), and nitrogen trifluoride (NFj).

The entity shall discuss its emission reduction target(s) and analyze its
performance against the target(s), including the following, where relevant:

2.1 The scope of the emission reduction target (e.g., the percentage of total
emissions to which the target is applicable);

2.2 Whether the target is absolute- or intensity-based, and the metric
denominator, if it is an intensity-based target;

2.3 The percentage reduction against the base year, with the base year
representing the first year against which emissions are evaluated toward
the achievement of the target;

2.4 The timelines for the reduction activity, including the start year, the target
year, and the base year;

2.5 The mechanism(s) for achieving the target; and

2.6 Any circumstances in which the target or base year emissions have been,
or may be, recalculated retrospectively or the target or base year has been
reset.

The entity shall discuss the activities and investments required to achieve the
plans andlor targets, and any risks or limiting factors that might affect
achievement of the plans and/or targets.

The entity shall discuss the scope of its strategies, plans, and/or reduction targets,
such as whether they pertain differently to different business units, geographies,
or emissions sources.
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The entity shall discuss whether its strategies, plans, and/or reduction targets are
related to, or associated with, emissions limiting and/or emissions reporting-based
programs or regulations (e.g., the EU Emissions Trading Scheme, Quebec Cap-and-
Trade System, California Cap-and-Trade Program), including regional, national,
international, or sectoral programs.

Disclosure of strategies, plans, and/or reduction targets shall be limited to
activities that were ongoing (active) or reached completion during the reporting
period.
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Energy Management

Topic Summary

The production of steel requires significant quantities of energy, sourced primarily from
the direct combustion of fossil fuels as well as energy purchased from the grid. Energy-
intense production has implications for climate change and electricity purchases from
the grid can result in indirect Scope 2 emissions. The choice between different
production processes—electric arc furnaces and integrated basic oxygen furnace—can
influence whether a company uses fossil fuels or purchases electricity. This decision,
together with the choice between using coal versus natural gas or on-site versus grid-
sourced electricity, can play an important role in influencing both the costs and
reliability of energy supply. Affordable, easily accessible, and reliable energy is an
important competitive factor in this industry, with energy costs accounting for a
substantial portion of manufacturing costs. The way in which an iron and steel company
manages its overall energy efficiency, its reliance on different types of energy and
associated sustainability risks, and its ability to access alternative sources of energy can
influence its profitability.

Metrics

EM-1S-130a.1. (1) Total energy consumed, (2) percentage grid electricity,
(3) percentage renewable

1 The entity shall disclose (1) the total amount of energy it consumed as an
aggregate figure, in gigajoules (GJ).

11 The scope of energy consumption includes energy from all sources,
including energy purchased from sources external to the entity and energy
produced by the entity itself (self-generated). For example, direct fuel
usage, purchased electricity, and heating, cooling, and steam energy are all
included within the scope of energy consumption.

1.2 The scope of energy consumption includes only energy directly consumed
by the entity during the reporting period.

1.3 In calculating energy consumption from fuels and biofuels, the entity shall
use higher heating values (HHV), also known as gross calorific values
(GCV), which are directly measured or taken from the Intergovernmental
Panel on Climate Change (IPCC);-the U-S—Department-of Energy{(DOE}-or

he LS. ; . Lming . .

2 The entity shall disclose (2) the percentage of energy it consumed that was
supplied from grid electricity.

2.1 The percentage shall be calculated as purchased grid electricity
consumption divided by total energy consumption.

3 The entity shall disclose (3) the percentage of energy it consumed that is
renewable energy.

31 Renewable energy is defined as energy from sources that are replenished
at a rate greater than or equal to their rate of depletion, such as
geothermal, wind, solar, hydro, and biomass.
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The percentage shall be calculated as renewable energy consumption
divided by total energy consumption.

The scope of renewable energy includes renewable fuel the entity
consumed, renewable energy the entity directly produced, and renewable
energy the entity purchased, if purchased through a renewable power
purchase agreement (PPA) that explicitly includes renewable energy
certificates (RECs) or Guarantees of Origin (GOs), a Green-e Energy
Certified utility or supplier program, or other green power products that
explicitly include RECs or GOs, or for which Green-e Energy Certified RECs
are paired with grid electricity.

3.3.1 For any renewable electricity generated on-site, any RECs and GOs
must be retained (i.e., not sold) and retired or cancelled on behalf
of the entity in order for the entity to claim them as renewable
energy.

3.3.2 For renewable PPAs and green power products, the agreement
must explicitly include and convey that RECs and GOs be retained
or replaced and retired or cancelled on behalf of the entity in order
for the entity to claim them as renewable energy.

3.3.3 The renewable portion of the electricity grid mix that is outside of
the control or influence of the entity is excluded from the scope of
renewable energy.

For the purposes of this disclosure, the scope of renewable energy from

hydre-and biomass sources is limited to-thefoellewing:

Hvd Insti 1 Licible_f it bl

342 Energy-frombiomass—sources-is-limited—+to materials certified to a
third-party standard (e.g., Forest Stewardship Council, Sustainable
Forest Initiative, Programme for the Endorsement of Forest
Certification, or American Tree Farm System), materials considered
eligible sources of supply according to the Green-e Framework for
Renewable Energy Certification, Version 1.0 (2017) or Green-e
regional standards, and/or materials that are eligible for an
applicable state renewable portfolio standard.

The entity shall apply conversion factors consistently for all data reported under
this disclosure, such as the use of HHVs for fuel usage (including biofuels) and
conversion of kilowatt hours (kWh) to GJ (for energy data including electricity
from solar or wind energy).

EM-IS-130a.2. (1) Total fuel consumed, (2) percentage coal, (3) percentage
natural gas, (4) percentage renewable

The entity shall disclose (1) the total amount of energy it consumed as an
aggregate figure, in gigajoules (GJ).

© 2022 SASB, part of Value Reporting Foundation. All rights reserved.



AprpPENDIX B oF [DRAFT] IFRS S2 CLIMATE-RELATED DISCLOSURES

1.1 The calculation methodology for fuel consumed shall be based on actual
fuel consumed as opposed to design parameters.

1.2 Acceptable calculation methodologies for fuel consumed include, but are
not limited to, methodologies based on:

1.2.1 Adding fuel purchases made during the reporting period to
beginning inventory at the start of the reporting period, less any
fuel inventory at the end of the reporting period

1.2.2 Tracking fuel consumed by vehicles
1.2.3 Tracking fuel expenses
The entity shall disclose (2) the percentage of fuel consumed that is coal.

2.1 The percentage shall be calculated as the amount of coal consumed (in GJ)
divided by the total amount of fuel consumed (in GJ).

2.2 The scope of coal consumed includes, but is not limited to, thermal coal,
metallurgical coal, coke, and coke breeze.

The entity shall disclose (3) the percentage of fuel consumed that is natural gas.

31 The percentage shall be calculated as the amount of natural gas consumed
(in GJ) divided by the total amount of fuel consumed (in GJ).

The entity shall disclose (4) the percentage of fuel consumed that is renewable
fuel.

4.1 Renewable fuel is_generally defined;—eensistent-with—the U-.S-—Renewable
Fuel Standard{U-5—40-CER-80-1401); as fuel that meets all of the following

requirements:
4.1.1 Produced from renewable biomass;

4.1.2 Used to replace or reduce the quantity of fossil fuel present in a
transportation fuel, heating oil, or jet fuel; and

4.1.3 Achieved net Haslifeeyele—greenhouse gas (GHG) emissions
reduction on a lifecycle basis-that-are-atleast20-percentlessthan
baseline_lifocvele GHC issions_unl he fuel i .

4.2 The entity shall disclose the standard or regulation used to determine if a

fuel is renewable.

4.3 The percentage shall be calculated as the amount of renewable fuel
consumed (in GJ) divided by the total amount of fuel consumed (in GJ).

In calculating energy consumption from fuels, the entity shall use higher heating
values (HHV), also known as gross calorific values (GCV), which are directly
measured or taken from the Intergovernmental Panel on Climate Change;the U-S-
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6 The entity shall apply conversion factors consistently for all data reported under
this disclosure, such as the use of HHVs for fuel usage.
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Water Management

Topic Summary

Steel production requires a substantial amount of water. Companies face operational,
regulatory, and reputational risks due to water scarcity, costs of water acquisition,
regulations on effluents or amount of water used, and competition with local
communities and other industries for limited water resources. This is the case especially
in regions of water scarcity, due to potential water availability constraints and price
volatility. Companies that are unable to secure a stable water supply could face
production disruptions, while rising water prices could directly increase production costs.
Consequently, the adoption of technologies and processes that reduce water consumption
could lower operating risks and costs for companies by minimizing the impact of
regulations, water supply shortages, and community-related disruptions on company
operations.

Metrics

EM-IS-140a.1. (1) Total fresh water withdrawn, (2) percentage recycled,
(3) percentage in regions with High or Extremely High Baseline Water Stress

1 The entity shall disclose the amount of water, in thousands of cubic meters, that
was withdrawn from freshwater sources:

1.1 Fresh water may be defined according to the local statutes and regulations
where the entity operates. Where there is no regulatory definition, fresh
water shall be considered to be water that has less than 1000 parts per

million of dissolved solids-per-the U-S—Geeological Survey.

1.2 Water obtained from a water utility in compliance with—U-S—Natienal
Primary—Drinking—Water—Regulations__jurisdictional drinking water

regulations can be assumed to meet the definition of fresh water.

2 The entity shall disclose the percentage of water recycled as the volume, in
thousands of cubic meters, recycled divided by the volume of water withdrawn.

2.1 Any volume of water reused multiple times shall be counted as recycled
each time it is recycled and reused.

3 The entity shall analyze all of its operations for water risks and identify activities
that withdraw and consume water in locations with High (40-80%) or Extremely
High (>80%) Baseline Water Stress as classified by the World Resources Institute’s
(WRI) Water Risk Atlas tool, Aqueduct.

4 The entity shall disclose its water withdrawn in locations with High or Extremely
High Baseline Water Stress as a percentage of the total water withdrawn.

5 The entity shall disclose its water consumed in locations with High or Extremely
High Baseline Water Stress as a percentage of the total water consumed.
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Supply Chain Management

Topic Summary

Iron ore and coal are critical raw material inputs to the steel production process. Iron ore
mining and coal production are resource-intensive processes. Extraction of these
materials often has substantial environmental and social externalities affecting local
communities, workers, and ecosystems. Such impacts can result in disruptions to mining
operations due to community protests, legal or regulatory action, or increased costs of
extraction as a result of regulatory compliance costs or penalties. Iron and steel
companies could face disruptions as a result, or in some cases, may also be subject to
regulatory penalties associated with the environmental or social impact of the mining
company supplier. In order to minimize such risks, iron and steel producers may
proactively manage their direct suppliers of critical raw materials to ensure that they are
not engaged in illegal or otherwise environmentally or socially damaging practices,
through appropriate supplier screening, monitoring, and engagement.

Metrics

EM-1S-430a.1. Discussion of the process for managing iron ore and/or coking coal
sourcing risks arising from environmental and social issues

1 The entity shall discuss its policies and procedures for managing environmental
and social risks that may affect sourcing that are present in its iron ore and/or
coking coal supply chain.

11 Discussion shall include any existing or projected risks or constraints in
obtaining raw materials (e.g., iron ore, or coking coal) within the supply
chain, including those related to restricted/limited availability, political
situations, local labor conditions, natural disasters, climate change, or
regulations.

1.2 The scope of disclosure may include description of the use of screening,
codes of conduct, audits, and certifications.

2 If audits are discussed, the entity may indicate whether audits are internal (first
party), independent (third party), or administered by peers (e.g., trade
organizations).

80 © 2022 SASB, part of Value Reporting Foundation. All rights reserved.



AprrPENDIX B oF [DRAFT] IFRS S2 CLIMATE-RELATED DISCLOSURES

Metals & Mining

Industry Description

The Metals & Mining industry is involved in extracting metals and minerals, producing
ores, quarrying stones, smelting and manufacturing metals, refining metals, and
providing mining support activities. It also produces iron ores, rare earth metals, and
precious metals and stones. Larger companies in this industry are vertically integrated —
from mining across global operations to wholesaling metals to customers.

Note: SASB has separate standards for the Iron & Steel Producers industry (EM-IS).

Sustainability Disclosure Topics & Metrics

Table 1. Sustainability Disclosure Topics & Metrics

UNIT OF
TOPIC METRIC CATEGORY MEASURE CODE

Gross global Scope 1 emissions, Quantitative Metric tons () EM-MM-110a.1
percentage covered under emissions- COz-e,
limiting regulations Percentage
Greenhouse (%)
Gas_ . Discussion of long-term and short-term  Discussion n/a EM-MM-110a.2
Emissions strategy or plan to manage Scope 1 and Analysis

emissions, emissions reduction targets,
and an analysis of performance against
those targets

Energy (1) Total energy consumed, (2) percent- Quantitative Gigajoules EM-MM-130a.1
Management  age grid electricity, (3) percentage (GJ), Percent-
renewable age (%)
(1) Total fresh water withdrawn, (2) total Quantitative Thousand EM-MM-140a.1
fresh water consumed, percentage of cubic meters
each in regions with High or Extremely (m?), Percent-
Water High Baseline Water Stress age (%)
Management
Number of incidents of non-compliance  Quantitative Number EM-MM-140a.2

associated with water quality permits,
standards, and regulations

Table 2. Activity Metrics

UNIT OF
ACTIVITY METRIC CATEGORY MEASURE CODE

Production of (1) metal ores and (2) finished metal Quantitative Metric tons () EM-MM-000.A
products saleable
Total number of employees, percentage contractors Quantitative Number, EM-MM-000.B
Percentage
(%)
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Greenhouse Gas Emissions

Topic Summary

Mining operations are energy-intensive and generate significant direct greenhouse gas
(GHG) emissions, including carbon dioxide from fuel use during mining, ore processing,
and smelting activities. The extent and type of GHG emissions can vary depending on the
metal mined and processed. Regulatory efforts to reduce GHG emissions in response to
the risks posed by climate change may result in additional regulatory compliance costs
and risks for metals and mining companies due to climate change mitigation policies.
Operational efficiencies can be achieved through the cost-effective reduction of GHG
emissions. Such efficiencies can mitigate the potential financial impact of increased fuel
costs from regulations that seek to limit—or put a price on—GHG emissions.

Metrics

EM-MM-110a.1. Gross global Scope 1 emissions, percentage covered under

emissions-limiting regulations

1 The entity shall disclose its gross global Scope 1 greenhouse gas (GHG) emissions
to the atmosphere of the seven GHGs covered under the Kyoto Protocol—carbon
dioxide (CO,), methane (CH,), nitrous oxide (N,O), hydrofluorocarbons (HFCs),

perfluorocarbons (PFCs), sulfur hexafluoride (SFg), and nitrogen trifluoride (NFj3).

1.1 Emissions of all GHGs shall be consolidated and disclosed in metric tons of
carbon dioxide equivalents (CO,-e), and calculated in accordance with
published 100-year time horizon global warming potential (GWP) values.
To date, the preferred source for GWP values is the Intergovernmental
Panel on Climate Change (IPCC) Fifth Assessment Report (2014).

1.2 Gross emissions are GHGs emitted into the atmosphere before accounting
for offsets, credits, or other similar mechanisms that have reduced or
compensated for emissions.

2 Scope 1 emissions are defined and shall be calculated according to the
methodology contained in The Greenhouse Gas Protocol: A Corporate Accounting and
Reporting Standard (GHG Protocol), Revised Edition, March 2004, published by the
World Resources Institute and the World Business Council on Sustainable
Development (WRI/WBCSD).

2.1 These emissions include direct emissions of GHGs from stationary or
mobile sources that include, but are not limited to, equipment at mine
sites, refineries and smelting facilities, office buildings, and metal
transportation (marine, road, and rail).

2.2 Acceptable calculation methodologies include those that conform to the
GHG Protocol as the base reference, but provide additional guidance, such
as industry- or region-specific guidance. Examples include, but are not
limited to:

2.2.1 GHG Reporting Guidance for the Aerospace Industry published by
International Aerospace Environmental Group (IAEG)
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2.2.2 Greenhouse Gas Inventory Guidance: Direct Emissions from
Stationary Combustion Sources published by the U.S.
Environmental Protection Agency (EPA)

2.2.3 India GHG Inventory Program
2.2.4 ISO 14064-1

2.2.5 Petroleum Industry Guidelines for reporting GHG emissions, 2nd
edition, 2011, published by IPIECA

2.2.6 Protocol for the quantification of greenhouse gas emissions from
waste management activities published by Entreprises pour
I'Environnement (EpE)

2.3 GHG emissions data shall be consolidated and disclosed according to the
approach with which the entity consolidates its financial reporting data,
which is generally aligned with the “financial control” approach defined by
the GHG Protocol, and the approach published by the Climate Disclosure
Standards Board (CDSB) described in REQ-07, “Organisational boundary,” of
the CDSB Framework for reporting environmental information, natural capital and
associated business impacts (April 2018).

The entity shall disclose the percentage of its gross global Scope 1 GHG emissions
that are covered under an emissions-limiting regulation or program that is
intended to directly limit or reduce emissions, such as cap-and-trade schemes,
carbon tax/fee systems, and other emissions control (e.g., command-and-control
approach) and permit-based mechanisms.

3.1 Examples of emissions-limiting regulations include, but are not limited to:
3.1.1 California Cap-and-Trade (California Global Warming Solutions Act)
3.1.2 European Union Emissions Trading Scheme (EU ETS)
3.1.3 Quebec Cap-and-Trade (Draft Bill 42 of 2009)

3.2 The percentage shall be calculated as the total amount of gross global
Scope 1 GHG emissions (CO,-e) that are covered under emissions-limiting
regulations divided by the total amount of gross global Scope 1 GHG
emissions (CO,-e).

3.2.1 For emissions that are subject to multiple emissions-limiting
regulations, the entity shall not account for those emissions more
than once.

3.3 The scope of emissions-limiting regulations excludes emissions covered
under voluntary emissions-limiting regulations (e.g., voluntary trading
systems), as well as reporting-based regulations [e.g., the U.S.
Environmental Protection Agency (EPA) GHG Reporting Program)|.

The entity may discuss any change in its emissions from the previous reporting
period, including whether the change was due to emissions reductions,
divestment, acquisition, mergers, changes in output, and/or changes in
calculation methodology.
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In the case that current reporting of GHG emissions to the CDP or other entity
(e.g., a national regulatory disclosure program) differs in terms of the scope and
consolidation approach used, the entity may disclose those emissions. However,
primary disclosure shall be according to the guidelines described above.

The entity may discuss the calculation methodology for its emissions disclosure,
such as if data are from continuous emissions monitoring systems (CEMS),
engineering calculations, or mass balance calculations.

The entity may, where relevant, provide a breakdown of its emissions by mineral
or business unit.

7.1 Minerals or business units may include, but are not limited to: aluminum,
copper, zing, iron ore, precious metals, or diamonds.

EM-MM-110a.2. Discussion of long-term and short-term strategy or plan to
manage Scope 1 emissions, emissions reduction targets, and an analysis of
performance against those targets

1

84

The entity shall discuss its long-term and short-term strategy or plan to manage
its Scope 1 greenhouse gas (GHG) emissions.

11 Scope 1 emissions are defined according to The Greenhouse Gas Protocol: A
Corporate Accounting and Reporting Standard (GHG Protocol), Revised Edition,
March 2004, published by the World Resources Institute and the World
Business Council on Sustainable Development (WRI/WBCSD).

1.2 The scope of GHG emissions includes the seven GHGs covered under the
Kyoto Protocol—carbon dioxide (CO,), methane (CH,), nitrous oxide (N,O),
hydrofluorocarbons (HFCs), perfluorocarbons (PFCs), sulfur hexafluoride
(SFg), and nitrogen trifluoride (NFj3).

The entity shall discuss its emission reduction target(s) and analyze its
performance against the target(s), including the following, where relevant:

2.1 The scope of the emission reduction target (e.g., the percentage of total
emissions the target is applicable to);

2.2 Whether the target is absolute- or intensity-based, and the metric
denominator, if it is an intensity-based target;

2.3 The percentage reduction against the base year, with the base year
representing the first year against which emissions are evaluated toward
the achievement of the target;

2.4 The timelines for the reduction activity, including the start year, the target
year, and the base year;

2.5 The mechanism(s) for achieving the target; and

2.6 Any circumstances in which the target or base year emissions have been,
or may be, recalculated retrospectively or the target or base year has been
reset.
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The entity shall discuss the activities and investments required to achieve the
plans and/or targets, and any risks or limiting factors that might affect
achievement of the plans and/or targets.

The entity shall discuss the scope of its strategies, plans, and/or reduction targets,
such as whether they pertain differently to different business units, geographies,
or emissions sources.

The entity shall discuss whether its strategies, plans, and/or reduction targets are
related to, or associated with, emissions limiting and/or emissions reporting-based
programs or regulations (e.g., the EU Emissions Trading Scheme, Quebec Cap-and-
Trade System, California Cap-and-Trade Program), including regional, national,
international, or sectoral programs.

Disclosure of strategies, plans, and/or reduction targets shall be limited to
activities that were ongoing (active) or reached completion during the reporting
period.
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Energy Management

Topic Summary

Mining and metals production is often energy-intensive, with a significant proportion of
energy consumption in the industry accounted for by purchased electricity. While fuel
combustion on-site contributes to the industry’s direct (Scope 1) GHG emissions,
electricity purchases from the grid can result in indirect, Scope 2 emissions. The energy
intensity of operations may increase with decreasing grades of deposits and increasing
depth and scale of mining operations. The choice between on-site versus grid-sourced
electricity, and use of alternative energy, can play an important role in influencing both
the costs and reliability of energy supply. Affordable and easily accessible energy is an
important competitive factor in a commodity market driven by global competition, and
purchased fuels and electricity can account for a significant proportion of total
production costs. The way in which a company manages its overall energy efficiency and
intensity, its reliance on different types of energy, and its ability to access alternative
sources of energy, can therefore be a material factor.

Metrics

EM-MM-130a.1. (1) Total energy consumed, (2) percentage grid electricity,
(3) percentage renewable

1 The entity shall disclose (1) the total amount of energy it consumed as an
aggregate figure, in gigajoules (G]J).

1.1 The scope of energy consumption includes energy from all sources,
including energy purchased from sources external to the entity and energy
produced by the entity itself (self-generated). For example, direct fuel
usage, purchased electricity, and heating, cooling, and steam energy are all
included within the scope of energy consumption.

1.2 The scope of energy consumption includes only energy directly consumed
by the entity during the reporting period.

1.3 In calculating energy consumption from fuels and biofuels, the entity shall
use higher heating values (HHV), also known as gross calorific values
(GCV), which are directly measured or taken from the Intergovernmental
Panel on Climate Change (IPCC);-the U-S-—Department-of Energy(DOE)-or
he U.S_E nf . Lming (o (EIA).

2 The entity shall disclose (2) the percentage of energy it consumed that was
supplied from grid electricity.

2.1 The percentage shall be calculated as purchased grid electricity
consumption divided by total energy consumption.

3 The entity shall disclose (3) the percentage of energy it consumed that is
renewable energy.

3.1 Renewable energy is defined as energy from sources that are replenished
at a rate greater than or equal to their rate of depletion, such as
geothermal, wind, solar, hydro, and biomass.
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The percentage shall be calculated as renewable energy consumption
divided by total energy consumption.

The scope of renewable energy includes renewable fuel the entity
consumed, renewable energy the entity directly produced, and renewable
energy the entity purchased, if purchased through a renewable power
purchase agreement (PPA) that explicitly includes renewable energy
certificates (RECs) or Guarantees of Origin (GOs), a Green-e Energy
Certified utility or supplier program, or other green power products that
explicitly include RECs or GOs, or for which Green-e Energy Certified RECs
are paired with grid electricity.

3.3.1 For any renewable electricity generated on-site, any RECs and GOs
must be retained (i.e., not sold) and retired or cancelled on behalf
of the entity in order for the entity to claim them as renewable
energy.

3.3.2 For renewable PPAs and green power products, the agreement
must explicitly include and convey that RECs and GOs be retained
or replaced and retired or cancelled on behalf of the entity in order
for the entity to claim them as renewable energy.

3.3.3 The renewable portion of the electricity grid mix that is outside of
the control or influence of the entity is excluded from the scope of
renewable energy.

For the purposes of this disclosure, the scope of renewable energy from

hydre-and biomass sources is limited to-thefoellewing:
he Low- Hvd Insti . Lisiblef

342 Energyfrombiomass-sources-is-limited-to materials certified to a
third-party standard (e.g., Forest Stewardship Council, Sustainable
Forest Initiative, Programme for the Endorsement of Forest
Certification, or American Tree Farm System), materials considered
eligible sources of supply according to the Green-e Framework for
Renewable Energy Certification, Version 1.0 (2017) or Green-e regional
standards, and/or materials that are eligible for an applicable state
renewable portfolio standard.

The entity shall apply conversion factors consistently for all data reported under
this disclosure, such as the use of HHVs for fuel usage (including biofuels) and
conversion of kilowatt hours (kWh) to GJ (for energy data including electricity
from solar or wind energy).
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Water Management

Topic Summary

Mining and metals production can impact both the availability and the quality of local
water resources. Metals and mining companies face operational, regulatory, and
reputational risks due to water scarcity, costs of water acquisition, regulations on
effluents or amount of water used, and competition with local communities and other
industries for limited water resources. Impacts associated with water management may
include higher costs, liabilities, and lost revenues due to curtailment or suspension of
operations. The severity of these risks can vary depending on the region’s water
availability and the regulatory environment. Companies in the industry may deploy new
technologies to manage risks related to water risk, including desalination, water
recirculation, and innovative waste-disposal solutions. Reducing water use and
contamination can create operational efficiencies for companies and lower their
operating costs.

Metrics

EM-MM-140a.1. (1) Total fresh water withdrawn, (2) total fresh water consumed,
percentage of each in regions with High or Extremely High Baseline Water Stress

1 The entity shall disclose the amount of water, in thousands of cubic meters, that
was withdrawn from freshwater sources:

1.1 Fresh water may be defined according to the local statutes and regulations
where the entity operates. Where there is no regulatory definition, fresh
water shall be considered to be water that has less than 1000 parts per

million of dissolved solids-per-the U-S-Geeological Survey.

1.2 Water obtained from a water utility in compliance with-U-S—Natienal
Primary—Drinking—Water—Regulations_ jurisdictional drinking water

regulations can be assumed to meet the definition of fresh water.

2 The entity shall disclose the amount of water, in thousands of cubic meters, that
was consumed in its operations

2.1 Water consumption is defined as:
2.1.1 Water that evaporates during withdrawal, usage, and discharge;

2.1.2 Water that is directly or indirectly incorporated into the entity’s
product or service;

2.1.3 Water that does not otherwise return to the same catchment area
from which it was withdrawn, such as water returned to another
catchment area or the sea.

3 The entity shall analyze all of its operations for water risks and identify activities
that withdraw and consume water in locations with High (40-80%) or Extremely
High (>80%) Baseline Water Stress as classified by the World Resources Institute’s
(WRI) Water Risk Atlas tool, Aqueduct.

3.1 The entity shall list its facilities or operations which are located in areas of
High or Extremely High Baseline Water Stress.
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The entity shall disclose its water withdrawn in locations with High or Extremely
High Baseline Water Stress as a percentage of the total water withdrawn.

The entity shall disclose its water consumed in locations with High or Extremely
High Baseline Water Stress as a percentage of the total water consumed.

EM-MM-140a.2. Number of incidents of non-compliance associated with water
quality permits, standards, and regulations

1

The entity shall disclose the total number of instances of non-compliance,
including violations of a technology-based standard and exceedances of quality-
based standards.

The scope of disclosure includes incidents governed by national, state, and local
statutory permits and regulations, including, but not limited to, the discharge of a
hazardous substances, violation of pretreatment requirements, or total maximum
daily load (TMDL) exceedances.

2.1 Typical parameters of concern include arsenic, copper, lead, nickel, zinc,
cyanide, radium-226, total suspended solids, pH, and toxicity.

The scope of disclosure shall only include incidents of non-compliance that
resulted in a formal enforcement action(s).

31 Formal enforcement actions are defined as governmental actions that
address a violation or threatened violation of water quantity and/or quality
laws, regulations, policies, or orders, and can result in administrative
penalty orders, administrative orders, and judicial actions, among others.

D A LD A

Violations shall be disclosed, regardless of their measurement methodology or
frequency. These include violations for:

41 Continuous discharges, limitations, standards, and prohibitions that are
generally expressed as maximum daily, weekly average, and monthly
averages.

4.2 Non-continuous discharges and limitations that are generally expressed in
terms of frequency, total mass, maximum rate of discharge, and mass or
concentration of specified pollutants.
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Oil & Gas — Exploration & Production

Industry Description

Oil & Gas - Exploration & Production (E&P) companies explore for, extract, or produce
energy products such as crude oil and natural gas, which comprise the upstream
operations of the oil and gas value chain. Companies in the industry develop
conventional and unconventional oil and gas reserves; these include, but are not limited
to, shale oil and/or gas reserves, oil sands, and gas hydrates. Activities covered by this
standard include the development of both on-shore and off-shore reserves. The E&P
industry creates contracts with the Oil and Gas Services industry to conduct several E&P
activities and to obtain equipment and oilfield services.

Note: The Standards discussed below are for “pure-play” E&P activities, or independent
E&P companies. Integrated oil and gas companies conduct upstream operations but are
also involved in the distribution and/or refining or marketing of products. SASB has
separate standards for the Oil and Gas Midstream (EM-MD) and Refining & Marketing
industries (EM-RM). As such, integrated companies should also consider the disclosure
topics and metrics from these standards. SASB also has separate standards for Oil and Gas
Services (EM-SV).

Sustainability Disclosure Topics & Metrics

Table 1. Sustainability Disclosure Topics & Metrics

UNIT OF

Gross global Scope 1 emissions, Quantitative Metric tons EM-EP-110a.1
percentage methane, percentage CO:z-e (1),
covered under emissions-limiting Percentage
regulations (%)
Amount of gross global Scope 1 Quantitative Metric tons EM-EP-110a.2
emissions from: (1) flared hydrocar- CO:2-e

Greenhouse .

Gas bons, (2) other combustion, (3) process

. emissions, (4) other vented emissions,

Emissions L .
and (5) fugitive emissions
Discussion of long-term and short-term  Discussion n/a EM-EP-110a.3
strategy or plan to manage Scope 1 and Analysis

emissions, emissions reduction targets,
and an analysis of performance against
those targets

continued...
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...continued

UNIT OF
MEASURE

TOPIC METRIC

Sensitivity of hydrocarbon reserve levels Quantitative Millien-barrels EM-EP-420a.1

to future price projection scenarios that MMbbls);
account for a price on carbon emissions Millien
standard
eubicfeet
{MMsef)
Million barrels
(MMbbls),
Mega
standard
Reserves cubic meters
Valuation & (MSm?3)
Capital i o L L .
Expenditures Estimated carbon dioxide emissions Quantitative Metric tons (t) EM-EP-420a.2
embedded in proved hydrocarbon CO:-e
reserves
Amount invested in renewable energy, Quantitative Reporting EM-EP-420a.3
revenue generated by renewable energy currency
sales
Discussion of how price and demand for Discussion n/a EM-EP-420a.4

hydrocarbons and/or climate regulation  and Analysis
influence the capital expenditure

strategy for exploration, acquisition, and

development of assets

13 Note to EM-EP-140a.4 — The entity shall disclose its policies and practices related to ground and
surface water quality management.
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UNIT OF
ACTIVITY METRIC CATEGORY MEASURE CODE

Production of: (1) oil, (2) natural gas, (3) synthetic oil,

and (4) synthetic gas

Number of offshore sites

Number of terrestrial sites

Quantitative

Quantitative

Quantitative

Thousand EM-EP-000.A
barrels per

day (Mbbl/

day); Million

standard

cubic feet per

day (MMscf/

day)
Number EM-EP-000.B
Number EM-EP-000.C
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Greenhouse Gas Emissions

Topic Summary

Exploration & Production (E&P) activities generate significant direct greenhouse gas
(GHG) emissions from a variety of sources. Emissions can be combusted, including those
arising from flaring or power generation equipment, as well as uncombusted, including
those emissions arising from gas processing equipment, venting, flaring, and fugitive
methane. Regulatory efforts to reduce GHG emissions in response to the risks posed by
climate change may result in additional regulatory compliance costs and risks for E&P
companies. With natural gas production from shale resources expanding, the
management of the emission of methane, a highly potent GHG, from oil and gas E&P
systems has emerged as a major operational, reputational, and regulatory risk for
companies. Furthermore, the development of unconventional hydrocarbon resources
may be more or less GHG-intensive than conventional oil and gas, with associated
impacts to regulatory risk. Energy efficiency, use of less carbon-intensive fuels, or process
improvements to reduce fugitive emissions, venting, and flaring, can provide benefits to
E&P companies in the form of climate risk mitigation, lower costs, or increased revenues.

Metrics

EM-EP-110a.1. Gross global Scope 1 emissions, percentage methane,
percentage covered under emissions-limiting regulations

1 The entity shall disclose its gross global Scope 1 greenhouse gas (GHG) emissions
to the atmosphere of the seven GHGs covered under the Kyoto Protocol—carbon
dioxide (CO,), methane (CH,), nitrous oxide (N,O), hydrofluorocarbons (HFCs),

perfluorocarbons (PFCs), sulfur hexafluoride (SFg), and nitrogen trifluoride (NFj).

1.1 Emissions of all GHGs shall be consolidated and disclosed in metric tons of
carbon dioxide equivalent (CO,-e), and calculated in accordance with

published 100-year time horizon global warming potential (GWP) values.
To date, the preferred source for GWP values is the Intergovernmental
Panel on Climate Change (IPCC) Fifth Assessment Report (2014).

1.2 Gross emissions are GHGs emitted into the atmosphere before accounting
for offsets, credits, or other similar mechanisms that have reduced or
compensated for emissions.

2 Scope 1 emissions are defined and shall be calculated according to the
methodology contained in The Greenhouse Gas Protocol: A Corporate Accounting and
Reporting Standard (GHG Protocol), Revised Edition, March 2004, published by the
World Resources Institute and the World Business Council on Sustainable
Development (WRI/WBCSD).

2.1 These emissions include direct emissions of GHGs from stationary or
mobile sources; these sources include but are not limited to: equipment at
well sites, production facilities, refineries, chemical plants, terminals,
fixed site drilling rigs, office buildings, marine vessels transporting
products, tank truck fleets, mobile drilling rigs, and moveable equipment
at drilling and production facilities.
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2.2 Acceptable calculation methodologies include those that conform with the
GHG Protocol as the base reference, but provide additional guidance, such
as industry- or region-specific guidance. Examples include but are not
limited to:

2.2.1 GHG Reporting Guidance for the Aerospace Industry published by
International Aerospace Environmental Group (IAEG)

2.2.2 Greenhouse Gas Inventory Guidance: Direct Emissions from
Stationary Combustion Sources published by the U.S.
Environmental Protection Agency (EPA)

2.2.3 India GHG Inventory Program
2.2.4 ISO 14064-1

2.2.5 Petroleum Industry Guidelines for reporting GHG emissions, 2nd
edition, 2011, published by IPIECA

2.2.6 Protocol for the quantification of greenhouse gas emissions from
waste management activities published by Entreprises pour
I'Environnement (EpE)

2.3 GHG emission data shall be consolidated according to the approach with
which the entity consolidates its financial reporting data, which is
generally aligned with the “financial control” approach defined by the GHG
Protocol as well as:

2.3.1 The financial approach detailed in Chapter 3 of the IPIECA/API/OGP
Petroleum Industry Guidelines for Reporting Greenhouse Gas
Emissions, Second Edition, 2011 (hereafter, the “IPIECA GHG
Guidelines”)

2.3.2 The approach provided by the Climate Disclosure Standards Board
(CDSB) that is described in REQ-07, “Organisational boundary,” of
the CDSB Framework for reporting environmental information, natural
capital and associated business impacts (April 2018)

The entity shall disclose the percentage of gross global Scope 1 emissions from
methane emissions.

3.1 The percentage of gross global Scope 1 GHG emissions from methane
emissions shall be calculated as the methane emissions in metric tons of
carbon dioxide equivalents (CO2-e) divided by the gross global Scope 1 GHG
emissions in metric tons of carbon dioxide equivalents (CO2-e).

The entity shall disclose the percentage of its emissions that are covered under an
emissions-limiting regulation or that is intended to directly limit or reduce
emissions, such as cap-and-trade schemes, carbon tax/fee systems, and other
emissions control (e.g., command-and-control approach) and permit-based
mechanisms.

4.1 Examples of emissions-limiting regulations include, but are not limited to:

4.1.1 California Cap-and-Trade (California Global Warming Solutions Act)
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4.1.2 European Union Emissions Trading Scheme (EU ETS)
4.1.3 Quebec Cap-and-Trade (Draft Bill 42 of 2009)

4.2 The percentage shall be calculated as the total amount of gross global
Scope 1 GHG emissions (CO2-e) that are covered under emissions-limiting
regulations divided by the total amount of gross global Scope 1 GHG
emissions (CO2-e).

4.2.1 For emissions that are subject to multiple emissions-limiting
regulations, the entity shall not account for those emissions more
than once.

4.3 The scope of emissions-limiting regulations excludes emissions covered
under voluntary emissions-limiting regulations (e.g., voluntary trading
systems) as well as disclosure-based regulations [e.g., the U.S.
Environmental Protection Agency (EPA) GHG Reporting Program)|.

5 The entity may discuss any change in its emissions from the previous reporting
period, including whether the change was due to emissions reductions,
divestment, acquisition, mergers, changes in output, and/or changes in
calculation methodology.

6 In the case that current reporting of GHG emissions to the CDP or other entity
(e.g., a national regulatory disclosure program) differs in terms of the scope and
consolidation approach used, the entity may disclose those emissions. However,
primary disclosure shall be according to the guidelines described above.

7 The entity may discuss the calculation methodology for its emissions disclosure,
such as if data are from continuous emissions monitoring systems (CEMS),
engineering calculations, or mass balance calculations.

EM-EP-110a.2. Amount of gross global Scope 1 emissions from: (1) flared
hydrocarbons, (2) other combustion, (3) process emissions, (4) other vented
emissions, and (5) fugitive emissions

1 The entity shall disclose the amount of direct greenhouse gas (GHG) emissions in
CO2-e from the following sources (1) flared hydrocarbons, (2) other combustion,
(3) process emissions, (4) other vented emissions, and (5) fugitive emissions from
operations.

1.1 Flared hydrocarbons shall include all emissions emitted from flares and

2 which are associated with the management and disposal of unrecoverable
natural gas via combustion of hydrocarbon products from routine
operations, upsets, or emergencies.

1.2 Other combusted emissions shall include, but are not limited to:

13

1.2.1 Emissions from stationary devices, including, but not limited to

131+ boilers, heaters, furnaces, reciprocating internal combustion
engines and turbines, incinerators, and thermal/catalytic oxidizers
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1.2.2 Emissions from mobile sources, including, but not limited to

+3-2 barges, ships, railcars, and trucks for material transport; planes/
helicopters and other company vehicles for personnel transport;
forklifts, all terrain vehicles, construction equipment, and other
off-road mobile equipment

Other combusted emissions shall exclude those emissions disclosed as
flared hydrocarbons.

Process emissions shall include those emissions that are not combusted
and are intentional or designed into the process or technology to occur
during normal operations and are a result of some form of chemical
transformation or processing step. Such emissions include but are not
limited to: emissions from hydrogen plants, amine units, glycol
dehydrators, fluid catalytic cracking unit and reformer generation, and
flexi-coker coke burn.

Vented emissions shall include those emissions that are not combusted
and are intentional or designed into the process or technology to occur
during normal operations, and which include, but are not limited to:

1

5

=

Venting from crude oil, condensate, or natural gas product storage
tanks, gas-driven pneumatic devices, gas samplers, chemical
injection pumps, exploratory drilling, loading/ballasting/transit,
and loading racks

1.5.2 Venting resulting from maintenance/turn-arounds, including, but

+6-2 not limited to decoking of furnace tubes, well unloading, vessel
and gas compressor depressurizing, compressor starts, gas
sampling, and pipeline blowdowns

1.5.3 Venting from non-routine activities, including but not limited to
163 pressure relief valves, pressure control valves, fuel supply
unloading valves, and emergency shut-down devices

Vented emissions shall exclude those emissions disclosed as process
emissions.

Fugitive emissions shall include those emissions that can be individually
found and fixed to reduce emissions rates to near zero and which include,
but are not limited to, emissions from valves, flanges, connectors, pumps,
compressor seal leaks, catadyne heaters, and wastewater treatment and
surface impoundments.

EM-EP-110a.3. Discussion of long-term and short-term strategy or plan to
manage Scope 1 emissions, emissions reduction targets, and an analysis of
performance against those targets

1

96

The entity shall discuss its long-term and short-term strategy or plan to manage
its Scope 1 greenhouse gas (GHG) emissions.
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Scope 1 emissions are defined according to The Greenhouse Gas Protocol: A
Corporate Accounting and Reporting Standard (GHG Protocol), Revised Edition,
March 2004, published by the World Resources Institute and the World
Business Council on Sustainable Development (WRI/WBCSD).

The scope of GHG emissions includes the seven GHGs covered under the
Kyoto Protocol—carbon dioxide (CO,), methane (CH,), nitrous oxide (N,0),
hydrofluorocarbons (HFCs), perfluorocarbons (PFCs), sulfur hexafluoride
(SFg), and nitrogen trifluoride (NF3).

The entity shall discuss its emission reduction target(s) and analyze its
performance against the target(s), including the following, where relevant:

2.1

2.2

2.3

2.4

2.5

2.6

The scope of the emission reduction target (e.g., the percentage of total
emissions to which the target is applicable);

Whether the target is absolute- or intensity-based, and the metric
denominator, if it is an intensity-based target;

The percentage reduction against the base year, with the base year
representing the first year against which emissions are evaluated towards
the achievement of the target;

The timelines for the reduction activity, including the start year, the target
year, and the base year;

The mechanism(s) for achieving the target; and

Any circumstances in which the target or base year emissions have been,
or may be, recalculated retrospectively or the target or base year has been
reset which may include, but are not limited to energy efficiency efforts,
energy source diversification, carbon capture and storage, or the
implementation of leak detection and repair processes.

The entity shall discuss activities and investments required to achieve the plans
and/or targets, and any risks or limiting factors that might affect achievement of
the plans and/or targets.

The entity shall discuss the scope of its strategies, plans, and/or reduction targets,
such as whether they pertain differently to different business units, geographies,
or emissions sources.

4.1

4.1.1 Flared hydrocarbons, including all emissions emitted from flares
and which are associated with the management and disposal of
unrecoverable natural gas via combustion of hydrocarbon products
from routine operations, upsets, or emergencies

4.1.2 Other combusted emissions, including, but not limited to: (1)
emissions from stationary devices, including, but not limited to
boilers, heaters, furnaces, reciprocating internal combustion
engines and turbines, incinerators, and thermal/catalytic oxidizers,
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(2) emissions from mobile sources, including, but not limited to
barges, ships, railcars, and trucks for material transport; planes/
helicopters and other company vehicles for personnel transport;
forklifts, all terrain vehicles, construction equipment, and other
off-road mobile equipment, and (3) other combusted emissions
shall exclude those emissions disclosed as flared hydrocarbons

4.1.3 Process emissions, including, but not limited to those emissions
that are not combusted and are intentional or designed into the
process or technology to occur during normal operations and are a
result of some form of chemical transformation or processing step.
Such emissions include, but are not limited to those from hydrogen
plants, amine units, glycol dehydrators, fluid catalytic cracking
unit and reformer generation, and flexi-coker coke burn

4.1.4 Vented emissions, including those emissions that are not
combusted and are intentional or designed into the process or
technology to occur during normal operations, and which include,
but are not limited to: (1) venting from crude oil, condensate, or
natural gas product storage tanks, gas-driven pneumatic devices,
gas samplers, chemical injection pumps, exploratory drilling,
loading/ballasting/transit, and loading racks, (2) venting resulting
from maintenance/turn-arounds, including, but not limited to
decoking of furnace tubes, well unloading, vessel and gas
compressor depressurizing, compressor starts, gas sampling, and
pipeline blowdowns, and (3) venting from non-routine activities,
including but not limited to pressure relief valves, pressure control
valves, fuel supply unloading valves, and emergency shut-down
devices

4.1.5 Fugitive emissions, including, but not limited to those emissions
which can be individually found and “fixed” to make emissions
"near zero” and which include, but are not limited to emissions
from valves, flanges, connectors, pumps, compressor seal leaks,
catadyne heaters, and wastewater treatment and surface
impoundments

The entity shall discuss whether its strategies, plans, and/or reduction targets are
related to, or associated with, emissions limiting and/or emissions reporting-based
programs or regulations (e.g., the EU Emissions Trading Scheme, Quebec Cap-and-
Trade System, California Cap-and-Trade Program), including regional, national,
international or sectoral programs.

Disclosure of strategies, plans, and/or reduction targets shall be limited to
activities that were ongoing (active) or reached completion during the reporting
period.
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Water Management

Topic Summary

Depending on the extraction technique, exploration and production operations may
consume significant quantities of water, which may expose companies to the risk of
reduced water availability, regulations limiting usage, or related cost increases,
particularly in water-stressed regions. Contamination of local water resources can result
from incidents involving produced water, flowback water, hydraulic fracturing fluids,
and other well fluids. Historically, there has been concern regarding the impacts of

through recycling, other water management strategies, and use of non-toxic fracturing
fluids could create operational efficiency for companies and lower their operating costs.
Such strategies could also minimize the impacts that regulations, water supply shortages,
and community-related disruptions have on operations.

Metrics

EM-EP-140a.1. (1) Total fresh water withdrawn, (2) total fresh water consumed,
percentage of each in regions with High or Extremely High Baseline Water Stress

1 The entity shall disclose the amount of water, in thousands of cubic meters, that
was withdrawn from freshwater sources:

1.1 Fresh water may be defined according to the local statutes and regulations
where the entity operates. Where there is no regulatory definition, fresh
water shall be considered to be water that has less than 1000 parts per

million of dissolved solids-per-the U-S—Geelogical Survey.

1.2 Water obtained from a water utility in compliance with-H-S-—Natienal
Primary—Drinking—Water—Regulations  jurisdictional drinking water

regulations can be assumed to meet the definition of fresh water.

2 The entity shall disclose the amount of fresh water, in thousands of cubic meters,
that was consumed in its operations.

2.1 Water consumption is defined as:
2.1.1 Water that evaporates during withdrawal, usage, and discharge;

2.1.2 Water that is directly or indirectly incorporated into the entity’s
product or service;

2.1.3 Water that does not otherwise return to the same catchment area
from which it was withdrawn, such as water returned to another
catchment area or the sea.

3 The entity shall analyze all of its operations for water risks and identify activities
that withdraw and consume water in locations with High (40-80%) or Extremely
High (>80%) Baseline Water Stress as classified by the World Resources Institute’s
(WRI) Water Risk Atlas tool, Aqueduct.
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The entity shall disclose its water withdrawn in locations with High or Extremely
High Baseline Water Stress as a percentage of the total water withdrawn.

The entity shall disclose its water consumed in locations with High or Extremely
High Baseline Water Stress as a percentage of the total water consumed.

EM-EP-140a.2. Volume of produced water and flowback generated; percentage
(1) discharged, (2) injected, (3) recycled; hydrocarbon content in discharged water

1

The entity shall disclose the volume, in thousands of cubic meters, of produced
water and flowback fluid generated during its activities.

Produced water is defined-aecording-to-the U-S—Environmental Protection-Ageney
{EPA)-aceording to40-CER435-41 as water (brine) obtained from the hydrocarbon

bearing formation strata during the extraction of oil and gas. This can include
formation water, injection water, and any chemicals added downhole or during
the oil/water separation process.

Flowback is defined as the recovered hydraulic fracturing fluid that returns to the
surface during a hydraulic fracturing operation that may often be mixed with
produced water.

The entity shall calculate the percentage of produced water and flowback fluid
that was:

4.1 Discharged directly to the environment or indirectly discharged through a
third party, such as a local wastewater treatment plant;

4.2 Injected;—sueh—as—inte—a—Class—H—injection—well—under—the—EPA’s
Und L Iniection.C LuIC ’ ivalent;

4.3 Recycled for use in other wells in fracturing fluids or in other drilling and
production processes.

The entity shall disclose the amount, in metric tons, of hydrocarbons water that
was discharged to the environment.

5.1 The scope of disclosure includes produced water, flowback, process water,
storm water, or other water that was discharged to the environment.

5.2 Measurements of hydrocarbon content should be made using test methods
required or approved by local regulatory authorities (or equivalent
applicable standards).

EM-EP-140a.3. Percentage of hydraulically fractured wells for which there is
public disclosure of all fracturing fluid chemicals used

1

100

The entity shall disclose the percentage of hydraulically fractured wells for which
there is public disclosure of all fracturing fluid chemicals used.

1.1 The percentage shall be calculated as the number of hydraulically
fractured wells for which it provides public disclosure of all of the
chemical content of fracturing fluid, divided by the total number of
hydraulically fractured wells.
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1.2 The entity shall include in the percentage only those wells for which all
fluid chemicals are publicly disclosed, including the chemicals that meet
the definition of a trade secret;

Public disclosure includes, but is not limited to, posting to a publicly accessible

corporate website-or-the FracFoecus-Chemieal Diselosure Registry.

EM-EP-140a.4. Percentage of hydraulic fracturing sites where ground or surface
water quality deteriorated compared to a baseline

1

The entity shall calculate the percentage as: the total number of hydraulic
fracturing well sites for which it detected a deterioration in the ground or surface
water surrounding the well site as compared to a baseline measurement, divided
by the total number of hydraulic fracturing well sites.

Deterioration in water quality is, at a minimum, defined as occurring when
testing indicates:

2.1 Presence of thermogenic gas or a mixture of thermogenic and biogenic gas
that was not present in baseline testing.

2.2 An increase in methane concentration by more than 5.0 mg/l between
sampling periods.

2.3 Benzene, toluene, ethylbenzene, or xylenes (BTEX compounds) or total
petroleum hydrocarbons (TPH) are present in higher concentrations as
compared to the baseline.

The entity shall determine whether water quality deteriorated against a baseline
through monitoring of ground and surface water surrounding hydraulically
fractured well sites.

3.1 Determinations shall be consistent with Chapter 3 of the Wyoming Oil and
Gas Conservation Commission (WOGCC) Rules and Regulations-andfer, the
Colorado Oil and Gas Conservation Commission’s (COGCC) Rule 609 —
Statewide Groundwater Baseline Sampling and Monitoring, or a
jurisdictional equivalent.

3.2 The entity shall disclose the jurisdictional standard, guideline, or
regulation used for its calculation.

The initial baseline sample shall occur:

4.1 Prior to drilling or before installation of a surface oil and gas facility on a
location

4.2 Prior to re-stimulation of a well, if more than 12 months have passed since
the initial pre-drilling sampling event or the most recent re-stimulation
sampling event

Ongoing monitoring shall occur with at least the following frequency:

5.1 One subsequent sampling between 12 and 18 months after well
completion or facility installation
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5.2 A second subsequent sampling between 60 and 78 months after the
previous sampling event. Dry holes are exempt from this requirement

The entity shall collect initial baseline samples and subsequent monitoring
samples from all available water sources within a one-half mile radius of a
proposed well, multi-well site, or dedicated injection well.

6.1 The entity shall follow sampling guidance from the WOGCC and COGCC or
jurisdictional equivalent for the collection of samples, including for

instances when few or no sampling sites exist or are accessible.

If the entity does not conduct baseline water quality assessments and ongoing
monitoring for any of its well sites, then it shall disclose the percentage of wells
for which there is no baseline and/or ongoing monitoring.

The entity may disclose whether results of baseline groundwater quality tests and
ongoing monitoring are communicated to local regulatory authorities (where not
required by local law) and/or residents and business owners in proximity to
hydraulic fracturing sites.

Note to EM-EP-140a.4

1

102

The entity shall describe its policies and practices related to its management of
ground and surface water quality.

Applicable policies and practices may include, but are not limited to:
21 Well design and well integrity management
2.2 Hydraulic fracturing procedures

2.3 Surface facility design, including the use of backflow preventers, storage tank
design, and impoundment design

2.4 Surface and groundwater quality and testing
25 Chemicals management

2.6 Water reuse, processing, and disposal
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Reserves Valuation & Capital Expenditures

Topic Summary

Estimates suggest that exploration and production (E&P) companies may be unable to
extract a significant proportion of their proved and probable oil and gas reserves if
greenhouse gas (GHG) emissions are to be controlled to limit global temperature
increases to two degrees Celsius as per the Paris Agreement. Companies with more
carbon-intensive reserves and production and higher capital costs are likely to face
greater risks. Regulatory limits on GHG emissions, together with improved
competitiveness of alternative energy technologies, could lower or reduce the growth in
global demand, and therefore reduce prices for oil and gas products. Extraction costs
could increase with regulations that put a price on GHG emissions. These factors could
affect the economic viability to extract oil and gas reserves. Regulatory actions that are
more abrupt than anticipated, or those focusing on industries with high emissions, could
impair asset values over a short period of time. Stewardship of capital resources and
production decisions that take into account near- and long-term trends related to climate
change mitigation actions can help prevent current asset impairment and maintain
profitability and creditworthiness.

Metrics

EM-EP-420a.1. Sensitivity of hydrocarbon reserve levels to future price projection
scenarios that account for a price on carbon emissions

1 The entity shall perform a sensitivity analysis of its reserves to determine how
several future scenarios may affect its determination of whether the reserves are
proved or probable.

2 The entity shall analyze the sensitivity of its current proven and probable reserves
using the price trajectories published by the International Energy Agency (IEA) in
its World Energy Outlook (WEO) publication, including:

2.1 Current Policies Scenario, which assumes no changes in policies from the
mid-point of the year of publication of the WEO.

2.2 New Policies Scenario, which assumes that broad policy commitments and
plans that have been announced by countries (including national pledges
to reduce greenhouse gas emissions and plans to phase out fossil-energy
subsidies), occur even if the measures to implement these commitments
have yet to be identified or announced. This broadly serves as the IEA
baseline scenario.

2.3 Sustainable Development Scenario, which assumes that an energy pathway
occurs that is consistent with the goal of limiting the global increase in
temperature to-2°€ 1.5°C by limiting concentration of greenhouse gases in

the atmosphere-te-around450-parts-per-million-of CO>e.

The entity shall consider the WEO scenarios as a normative reference, thus
any updates to the WEO made year-on-year shall be considered updates to
this guidance.

‘ N
(8]
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The entity shall follow_the applicable jurisdictional guidance-published-by-the U-S-
.. I ] . . .. . I .

for the following:
3.1 4% Classifying efreserves as proved and probable.
42 Conduct cpes Tvsi

3.2 Conducting a reserves sensitivity analysis and disclosing, in the aggregate,
an estimate of reserves for each product type based on different price and
cost criteria, such as a range of prices and costs that may reasonably be
achieved, including standardized futures prices or management’s own
forecasts.

3.2.1 The entity shall disclose the price and cost schedules and
assumptions on which disclosed values are based.

3.3 4.3 Determining current Gurrent-(or base) case of reserve levels.
The entity may use the following table format to summarize its findings:

Table 3. Sensitivity of Reserves to Prices by Principal Product Type and Price
Scenario

PRICE CASE PROVED RESERVES PROBABLE RESERVES

(Scenario) Oil Gas Product:A Oil Gas Product:A
(MMbbls)  (MMsef) (measure) (MMbbls) (MMsef) (measure)
(MSm?3) (MSm?3)

Current Policies
Scenario (base)

New Policies
Scenario

Sustainable
Development
Scenario

The entity may disclose the sensitivity of its reserve levels in other price and
demand scenarios in addition to those described above, particularly if these
scenarios differ depending on the type of hydrocarbon reserves, regulatory
environment in the countries or regions where exploration occurs, end-use of the
entity's products, or other factors.

For additional sensitivity analyses, the entity should consider disclosing the
following, per the Task Force on Climate-Related Financial Disclosures (TCED)
Recommendations Report Figure 8 as well as the Implementing the
Recommendations of the TCFD Report, Section E:

6.1 71 The alternative scenarios used, including other 2°C or lower scenarios.

6.2 72 Critical input parameters, assumptions, and analytical choices for the
climate-related scenarios used, particularly as they relate to key areas such
as policy assumptions, energy deployment pathways, technology
pathways, and related timing assumptions.
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6.3 73 Time frames used for scenarios, including short-, medium-, and long-term
milestones (e.g., how organizations consider timing of potential future
implications under the scenarios used).

EM-EP-420a.2. Estimated carbon dioxide emissions embedded in proved
hydrocarbon reserves

1

The entity shall calculate and disclose an estimate of the carbon dioxide emissions
embedded in its proved hydrocarbon reserves.

11 Nota bene — this estimate applies a factor for potential CO, only and does
not include an estimate for all potential greenhouse gas emissions, as
these are dependent on downstream use (e.g., utility electricity generation,
industrial heating and electricity generation, residential heating and
cooling, transportation, or use in petrochemicals, agrochemicals, asphalt,
and lubricants).

Estimated potential carbon dioxide emissions from proved hydrocarbon reserves
shall be calculated according to the following formula, derived from Meinshausen
etal.:

2.1 E =R x V x C, where:

2.1.1 E are the potential emissions in kilograms of carbon dioxide (kg CO

2);
2.1.2 R are the proved reserves in gigagrams (Gg);
2.1.3 Vs the net calorific value in terajoules per gigagram (TJ/Gg); and

2.1.4 Cis the effective carbon dioxide emission factor in kilograms CO,

per terajoule (kg/TJ).

In the absence of data specific to the entity's hydrocarbon reserves, carbon
content shall be calculated using default data for each major hydrocarbon
resource published by the Intergovernmental Panel on Climate Change (IPCC) in
its 2006 IPCC Guidelines for National Greenhouse Gas Inventories.

31 The entity shall use default carbon content values per unit of energy that
is listed in IPCC Table 1.3 Default Values of Carbon Content, Volume 2:
Energy, Chapter 1.

3.2 The entity shall use calorific values per weight of hydrocarbon contained
in IPCC Table 1.2 Default Net Calorific Values (NCVs) and Lower and Upper
Limit of the 95% Confidence Intervals, Volume 2: Energy, Chapter 1.

The entity shall use engineering estimates to determine the weight of its
hydrocarbons reserves in gigagrams;-such-as-the-type-ef hydrocarbenreserves-and
. . blished by} . : . _

For other assumptions required to estimate the carbon content of hydrocarbon
reserves, the entity shall rely on guidance from the IPCC, the Greenhouse Gas

Protocol;U-S—Energy—Information—Ageney{EIA), or the International Energy
Agency (IEA).
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EM-EP-420a.3. Amount invested in renewable energy, revenue generated by
renewable energy sales

1 The entity shall disclose the total amount spent, including capital and research

and development expenditures, on renewable or alternative energy sources.

11 Such disclosure generally corresponds to the renewable energy technology

areas per C-OG 9.6 of the CDP Climate Change Questionnaire.

2 The entity shall disclose the sales generated from renewable energy sources.

2.1 Such disclosure generally corresponds to the renewable energy strategic
development areas Section C4.5a of the CDP Climate Change Questionnaire

3 Renewable energy is defined as energy from sources that are capable of being
replenished in a short time through ecological cycles, such as geothermal, wind,

solar, hydro, and biomass.

3.1 For the purposes of this disclosure, the scope of renewable energy from

hydre-and biomass sources-are is limited to-thefellowing:

I . 1 licible_f R bl

Portfolio-Standared:

312 Energyfrombiomass—seurces-is-limited-to materials certified to a
third-party standard (e.g., Forest Stewardship Council, Sustainable

Forest Initiative, Programme for the Endorsement of Forest
Certification, or American Tree Farm System), materials considered

“eligible renewables” according to the Green-e Energy National

Standard.

Renewable Portfolio-Standard-
3.1.1 The entity shall consider the Green-e Energy National Standard as a
3+4 normative reference, thus any updates to the Standard made year-
on-year shall be considered updates to this guidance.
4 The entity shall consider the CDP Climate Change Questionnaire a normative

reference, thus any updates made year-on-year shall be considered updates to the

guidance.

EM-EP-420a.4. Discussion of how price and demand for hydrocarbons and/or
climate regulation influence the capital expenditure strategy for exploration,
acquisition, and development of assets

1 The entity shall discuss how projections for price and demand for hydrocarbon
products and the path of climate regulation influence the entity's capital

expenditure (CAPEX) strategy.

1.1 This discussion should include the entity's projections and assumptions
about future hydrocarbon prices and the likelihood that certain price and

demand scenarios occur.
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The entity shall discuss the implications of how price and demand scenario
planning (i.e., EM-EP-420a.1) may affect decisions to explore, acquire, and develop
new reserves.

The entity may discuss factors that materially influence its CAPEX decision
making, including, but not limited to:

3.1 How the scope of climate change regulation—such as which countries,
regions, and/or industries are likely to be impacted—may influence the
type of hydrocarbon on which the entity focuses its exploration and
development

3.2 Its view of the alignment between the time horizon over which price and
demand for hydrocarbons may be affected by climate regulation and time
horizons for returns on capital expenditures on reserves

3.3 How the structure of climate regulation—i.e., a carbon tax versus cap-and-
trade—may differently affect price and demand, and thus the entity's
capital expenditure decision making

The entity may discuss how these trends affect decision-making in the context of
different types of reserve expenditures, including development of assets,
acquisition of properties with proved reserves, acquisition of properties with
unproved reserves, and exploration activities.

4.1 The entity shall discuss capital expenditures, regardless of the accounting
method it uses (i.e., full cost or successful efforts).
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Oil & Gas — Midstream

Industry Description

The Oil and Gas - Midstream industry consists of companies involved in the
transportation or storage of natural gas, crude oil, and refined petroleum products.
Midstream natural gas activities involve gathering, transport, and processing of natural
gas from the wellhead, as well as the removal of impurities, production of natural gas
liquids, storage, pipeline transport, and shipping, liquefaction, or regasification of
liquefied natural gas. Midstream oil activities mainly involve transport of crude oil and
refined products over land, using a network of pipes and pumping stations, as well as
trucks and rail cars, and over seas and rivers via tanker ships or barges. Companies that
operate bulk stations and terminals, as well as those that manufacture and install storage
tanks and pipelines, are also part of this industry.

Note: The standards discussed below are for “pure-play” midstream activities or
independent midstream companies. Integrated oil and gas companies may own or
operate midstream operations, but are also involved in the upstream operations of the oil
and gas value chain and in the refining or marketing of products. SASB has separate
standards for the Oil and Gas Exploration & Production (EM-EP) and Refining & Marketing
industries (EM-MD). As such, integrated companies should also consider the disclosure
topics and metrics from these standards.

Sustainability Disclosure Topics & Metrics

Table 1. Sustainability Disclosure Topics & Metrics

UNIT OF
TOPIC METRIC CATEGORY MEASURE CODE

Gross global Scope 1 emissions, Quantitative Metric tons () EM-MD-110a.1
percentage methane, percentage CO:z-¢,
covered under emissions-limiting Percentage
Greenhouse  fegulations (%)
Gas Discussion of long-term and short-term  Discussion n/a EM-MD-110a.2
Emissions strategy or plan to manage Scope 1 and Analysis

emissions, emissions reduction targets,
and an analysis of performance against
those targets

Table 2. Activity Metrics

UNIT OF
ACTIVITY METRIC CATEGORY MEASURE CODE

Total metric ton-kilometers of: (1) natural gas, (2) crude Quantitative Metric ton (t) EM-MD-000.A
oil, and (3) refined petroleum products transported, by kilometers
mode of transport 14

14 Note to EM-MD-000.A — Relevant modes of transport include: pipeline, tanker, truck, etc.
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Greenhouse Gas Emissions

Topic Summary

The midstream industry generates significant quantities of greenhouse gases and other
air emissions from compressor engine exhausts, oil and condensate tank vents, natural
gas processing, and fugitive emissions, in addition to emissions from mobile sources.
GHG emissions contribute to climate change and create additional regulatory compliance
costs and risks for midstream companies due to climate change mitigation policies. At
the same time, the management of fugitive emissions of methane, a potent greenhouse
gas, has emerged as a major operational, reputational, and regulatory risk. Financial
impacts on companies will vary depending on the specific location of operations and the
prevailing emissions regulations, and include higher operating or capital expenditures
and regulatory or legal penalties. Companies that capture and monetize, or cost-
effectively reduce emissions by implementing innovative monitoring and mitigation
efforts and fuel efficiency measures could enjoy several benefits. These companies have
the opportunity to reduce regulatory risks and to realize operational efficiencies in an
environment of increasing regulatory and public concerns about air quality and climate
change.

Metrics

EM-MD-110a.1. Gross global Scope 1 emissions, percentage methane,
percentage covered under emissions-limiting regulations

1 The entity shall disclose its gross global Scope 1 greenhouse gas (GHG) emissions
to the atmosphere of the seven GHGs covered under the Kyoto Protocol—carbon

dioxide (CO,), methane (CH,), nitrous oxide (N,O), hydrofluorocarbons (HFCs),

perfluorocarbons (PFCs), sulfur hexafluoride (SFg), and nitrogen trifluoride (NF3).

1.1 Emissions of all GHGs shall be consolidated and disclosed in metric tons of
carbon dioxide equivalents (CO,-e), calculated in accordance with

published 100-year time horizon global warming potential (GWP) values.
To date, the preferred source for GWP factors is the Intergovernmental
Panel on Climate Change (IPCC) Fifth Assessment Report (2014).

1.2 Gross emissions are GHGs emitted into the atmosphere before accounting
for offsets, credits, or other similar mechanisms that have reduced or
compensated for emissions.

2 Scope 1 emissions are defined and shall be calculated according to the
methodology contained in The Greenhouse Gas Protocol: A Corporate Accounting
and Reporting Standard, Revised Edition, March 2004 (hereafter, the “GHG
Protocol”), provided by the World Resources Institute and the World Business
Council on Sustainable Development (WRI/WBCSD).

2.1 These emissions include direct emissions of GHGs from stationary or
mobile sources; these sources include but are not limited to: equipment at
well sites, production facilities, refineries, chemical plants, terminals,
fixed site drilling rigs, office buildings, marine vessels transporting
products, tank truck fleets, mobile drilling rigs, and moveable equipment
at drilling and production facilities.
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2.2 Acceptable calculation methodologies include those that conform with the
GHG Protocol as the base reference, but provide additional guidance, such
as industry- or region-specific guidance. Examples include but are not
limited to:

2.2.1 GHG Reporting Guidance for the Aerospace Industry provided by
International Aerospace Environmental Group (IAEG)

2.2.2 Greenhouse Gas Inventory Guidance: Direct Emissions from
Stationary Combustion Sources provided by the U.S. Environmental
Protection Agency (EPA)

2.2.3 India GHG Inventory Program
2.2.4 ISO 14064-1

2.2.5 Petroleum Industry Guidelines for reporting GHG emissions, 2nd
edition, 2011, published by IPIECA

2.2.6 Protocol for the quantification of greenhouse gas emissions from waste
management activities provided by Entreprises pour I'Environnement

(EpE)

2.3 GHG emission data shall be consolidated according to the approach with
which the entity consolidates its financial reporting data, which is
generally aligned with the “financial control” approach defined by the GHG
Protocol as well as:

2.3.1 The financial approach detailed in Chapter 3 of the IPIECA/API/OGP
Petroleum Industry Guidelines for Reporting Greenhouse Gas
Emissions, Second Edition, 2011 (hereafter, the “IPIECA GHG
Guidelines”)

2.3.2 The approach provided by the Climate Disclosure Standards Board
(CDSB) that is described in REQ-07, “Organisational boundary,” of
the CDSB Framework for reporting environmental information, natural
capital and associated business impacts (April 2018)

The entity shall disclose the percentage of gross global Scope 1 emissions from
methane emissions.

3.1 The percentage of gross global Scope 1 GHG emissions from methane
emissions shall be calculated as the methane emissions in metric tons of
carbon dioxide equivalents (CO,-e) divided by the gross global Scope 1 GHG
emissions in metric tons of carbon dioxide equivalents (CO,-e).

The entity shall disclose the percentage of its emissions that are covered under an

emissions-limiting regulation or that is intended to directly limit or reduce

emissions, such as cap-and-trade schemes, carbon tax/fee systems, and other

emissions control (e.g., command-and-control approach) and permit-based
mechanisms.

4.1 Examples of emissions-limiting regulations include, but are not limited to:

4.1.1 California Cap-and-Trade (California Global Warming Solutions Act)
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4.1.2 European Union Emissions Trading Scheme (EU ETS)
4.1.3 Quebec Cap-and-Trade (Draft Bill 42 of 2009)

4.2 The percentage shall be calculated as the total amount of gross global
Scope 1 GHG emissions (CO,-e) that are covered under emissions-limiting
regulations divided by the total amount of gross global Scope 1 GHG
emissions (CO,-e).

4.2.1 For emissions that are subject to multiple emissions-limiting
regulations, the entity shall not account for those emissions more
than once.

4.3 The scope of emissions-limiting regulations excludes emissions covered
under voluntary emissions-limiting regulations (e.g., voluntary trading
systems) as well as disclosure-based regulations [e.g., the U.S.
Environmental Protection Agency (EPA) GHG Reporting Program)].

The entity may discuss any change in its emissions from the previous reporting
period, including whether the change was due to emissions reductions,
divestment, acquisition, mergers, changes in output, and/or changes in
calculation methodology.

In the case that current reporting of GHG emissions to the CDP or other entity
(e.g., a national regulatory disclosure program) differs in terms of the scope and
consolidation approach used, the entity may disclose those emissions. However,
primary disclosure shall be according to the guidelines described above.

The entity may discuss the calculation methodology for its emissions disclosure,
such as if data are from continuous emissions monitoring systems (CEMS),
engineering calculations, or mass balance calculations.

EM-MD-110a.2. Discussion of long-term and short-term strategy or plan to
manage Scope 1 emissions, emissions reduction targets, and an analysis of
performance against those targets

1

The entity shall discuss its long-term and short-term strategy or plan to manage
its Scope 1 greenhouse gas (GHG) emissions.

11 Scope 1 emissions are defined according to The Greenhouse Gas Protocol: A
Corporate Accounting and Reporting Standard (GHG Protocol), Revised Edition,
March 2004, published by the World Resources Institute and the World
Business Council on Sustainable Development (WRI/WBCSD).

1.2 The scope of GHG emissions includes the seven GHGs covered under the
Kyoto Protocol—carbon dioxide (CO,), methane (CH,), nitrous oxide (N,0),
hydrofluorocarbons (HFCs), perfluorocarbons (PFCs), sulfur hexafluoride
(SFg), and nitrogen trifluoride (NF3).

The entity shall discuss its emission reduction target(s) and analyze its
performance against the target(s), including the following, where relevant:

2.1 The scope of the emission reduction target (e.g., the percentage of total
emissions to which the target is applicable);
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Whether the target is absolute or intensity-based, and the metric
denominator, if it is an intensity-based target;

The percentage reduction against the base year, with the base year
representing the first year against which emissions are evaluated towards
the achievement of the target;

The timelines for the reduction activity, including the start year, the target
year, and the base year;

The mechanism(s) for achieving the target; and

Any circumstances in which the target or base year emissions have been,
or may be, recalculated retrospectively or the target or base year has been
reset which may include, but are not limited to energy efficiency efforts,
energy source diversification, carbon capture and storage, or the
implementation of leak detection and repair processes.

The entity shall discuss activities and investments required to achieve the plans
and/or targets, and any risks or limiting factors that might affect achievements of
the plans and/or targets.

The entity shall discuss the scope of its strategies, plans, and/or reduction targets,
such as whether they pertain differently to different business units, geographies,
or emissions sources.

4.1

Categories of emissions-seurees—generally-correspond-to-those-defined-in

he AP atan -0

Oil-and-Natural- GasIndustry{2009}and may include:

4.1.1 Flared hydrocarbons, including all emissions emitted from flares
and which are associated with the management and disposal of
unrecoverable natural gas via combustion of hydrocarbon products
from routine operations, upsets, or emergencies

4.1.2 Other combusted emissions, including, but not limited to: (1)
emissions from stationary devices, including, but not limited to
boilers, heaters, furnaces, reciprocating internal combustion
engines and turbines, incinerators, and thermal/catalytic oxidizers,
(2) emissions from mobile sources, including, but not limited to
barges, ships, railcars, and trucks for material transport; planes/
helicopters and other company vehicles for personnel transport;
forklifts, all terrain vehicles, construction equipment, and other
off-road mobile equipment, and (3) other combusted emissions
shall exclude those emissions disclosed as flared hydrocarbons

4.1.3 Process emissions, including, but not limited to those emissions
that are not combusted and are intentional or designed into the
process or technology to occur during normal operations and are a
result of some form of chemical transformation or processing step.
Such emissions include, but are not limited to those from hydrogen
plants, amine units, glycol dehydrators, fluid catalytic cracking
unit and reformer generation, and flexi-coker coke burn
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414 Vented emissions, including those emissions that are not
combusted and are intentional or designed into the process or
technology to occur during normal operations, and which include,
but are not limited to: (1) venting from crude oil, condensate, or
natural gas product storage tanks, gas-driven pneumatic devices,
gas samplers, chemical injection pumps, exploratory drilling,
loading/ballasting/transit, and loading racks, (2) venting resulting
from maintenance/turn-arounds, including, but not limited to
decoking of furnace tubes, well unloading, vessel and gas
compressor depressurizing, compressor starts, gas sampling, and
pipeline blowdowns, and (3) venting from non-routine activities,
including but not limited to pressure relief valves, pressure control
valves, fuel supply unloading valves, and emergency shut-down
devices

4.1.5 Fugitive emissions, including those emissions which can be
individually found and “fixed” to make emissions "near zero” and
which include, but are not limited to emissions from valves,
flanges, connectors, pumps, compressor seal leaks, catadyne
heaters, and wastewater treatment and surface impoundments

The entity shall discuss whether its strategies, plans, and/or reduction targets are
related to, or associated with, emissions limiting and/or emissions reporting-based
programs or regulations (e.g., the EU Emissions Trading Scheme, Quebec Cap-and-
Trade System, California Cap-and-Trade Program), including regional, national,
international, or sectoral programs.

Disclosure of strategies, plans, and/or reduction targets shall be limited to
activities that were ongoing (active) or reached completion during the reporting
period.
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Oil & Gas — Refining & Marketing

Industry Description

Oil & Gas - Refining & Marketing (R&M) companies refine petroleum products, market oil
and gas products, and/ or operate gas stations and convenience stores, all of which
comprise the downstream operations of the oil and gas value chain. The types of refinery
products and crude oil inputs influence the complexity of the refining process used, with
different expenditure needs and intensity of environmental and social impacts.

Note: The standards discussed below are for “pure-play” R&M activities, or independent
R&M companies. Integrated oil and gas companies conduct upstream operations and are
also involved in the distribution and/or refining or marketing of products. SASB has
separate standards for the Oil and Gas Exploration & Production (EM-EP), and Midstream
(EM-MD) industries. As such, integrated companies should also consider the disclosure
topics and metrics from these standards.

Sustainability Disclosure Topics & Metrics

Table 1. Sustainability Disclosure Topics & Metrics

UNIT OF
TOPIC METRIC CATEGORY CODE

Gross global Scope 1 emissions, Quantitative Metric tons (t) EM-RM-110a.1
percentage covered under emissions- CO:z-e,
limiting regulations Percentage
Greenhouse (%)
Ga§ i Discussion of long-term and short-term  Discussion n/a EM-RM-110a.2
Emissions strategy or plan to manage Scope 1 and Analysis

emissions, emissions reduction targets,
and an analysis of performance against
those targets

Water (1) Total fresh water withdrawn, Quantitative Thousand EM-RM-140a.1
Management  (2) percentage recycled, (3) percentage cubic meters

in regions with High or Extremely High (m3), Percent-

Baseline Water Stress age (%)
Product Total addressable market and share of ~ Quantitative Reporting EM-RM-410a.2
Specifications  market for advanced biofuels and currency,
& Clean Fuel  associated infrastructure Percentage
Blends (%)

Table 2. Activity Metrics

UNIT OF
ACTIVITY METRIC CATEGORY MEASURE CODE

Refining throughput of crude oil and other feedstocks '®  Quantitative Barrels of oil EM-RM-000.A
equivalent
(BOE)

continued...

15 Note to EM-RM-000.A — The total volume of crude oil and other feedstocks processed in the
refinery system during the reporting period.
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...continued
UNIT OF
ACTIVITY METRIC CATEGORY CODE
Refining operating capacity '® Quantitative  Million barrels EM-RM-000.B
per calendar
day (MBPD)

16 Note to EM-RM-000.B — Perthe U-S-Enersy Information-Administration-operating-Operating (or

operable) capacity is: the amount of capacity that, at the beginning of the period, is in operation;
not in operation and not under active repair, but capable of being placed in operation within 30
days; or not in operation but under active repair that can be completed within 90 days. Operable
capacity is the sum of the operating and idle capacity and is measured in barrels per calendar
day.
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Greenhouse Gas Emissions

Topic Summary

Oil and Gas R&M operations generate significant direct greenhouse gas (GHG) emissions,
from a variety of sources. Emissions primarily consist of carbon dioxide and methane
from the stationary combustion of fossil fuels for energy consumption. Energy costs are a
significant share of refinery operating costs. Greenhouse gases are also released from
process emissions, fugitive emissions resulting from leaks, emissions from venting and
flaring, and from non-routine events such as equipment maintenance. The energy
intensity of production, and therefore the GHG emissions intensity, can vary significantly
depending on the type of crude oil feedstock used and refined product specifications.
Companies that cost-effectively reduce GHG emissions from their operations can create
operational efficiencies. Such reduction can also mitigate the impact on value of
increased fuel costs from regulations that seek to limit—or put a put a price on—GHG
emissions.

Metrics

EM-RM-110a.1. Gross global Scope 1 emissions, percentage covered under

emissions-limiting regulations

1 The entity shall disclose its gross global Scope 1 greenhouse gas (GHG) emissions
to the atmosphere of the seven GHGs covered under the Kyoto Protocol—carbon
dioxide (CO,), methane (CH,), nitrous oxide (N,O), hydrofluorocarbons (HFCs),

perfluorocarbons (PFCs), sulfur hexafluoride (SFs), and nitrogen trifluoride (NFjy).

1.1 Emissions of all GHGs shall be consolidated and disclosed in metric tons of
carbon dioxide equivalents (CO,-e), calculated in accordance with
published 100-year time horizon global warming potential (GWP) values.
To date, the preferred source for GWP factors is the Intergovernmental
Panel on Climate Change (IPCC) Fifth Assessment Report (2014).

1.2 Gross emissions are GHGs emitted into the atmosphere before accounting
for offsets, credits, or other similar mechanisms that have reduced or
compensated for emissions.

2 Scope 1 emissions are defined and shall be calculated according to the
methodology contained in The Greenhouse Gas Protocol: A Corporate Accounting and
Reporting Standard (GHG Protocol), Revised Edition, March 2004, published by the
World Resources Institute and the World Business Council on Sustainable
Development (WRI/WBCSD).

2.1 These emissions include direct emissions of GHGs from stationary or
mobile sources; these sources include but are not limited to: equipment at
well sites, production facilities, refineries, chemical plants, terminals,
fixed site drilling rigs, office buildings, marine vessels transporting
products, tank truck fleets, mobile drilling rigs, and moveable equipment
at drilling and production facilities.

116 © 2022 SASB, part of Value Reporting Foundation. All rights reserved.


https://www.ipcc.ch/report/ar5/
https://www.ipcc.ch/report/ar5/
https://ghgprotocol.org/corporate-standard
https://ghgprotocol.org/corporate-standard

2.2

2.3

AprpPENDIX B oF [DRAFT] IFRS S2 CLIMATE-RELATED DISCLOSURES

Acceptable calculation methodologies include those that conform to the
GHG Protocol as the base reference, but provide additional guidance, such
as industry- or region-specific guidance. Examples include, but are not
limited to:

2.2.1 GHG Reporting Guidance for the Aerospace Industry published by
International Aerospace Environmental Group (IAEG)

2.2.2 Greenhouse Gas Inventory Guidance: Direct Emissions from
Stationary Combustion Sources published by the U.S.
Environmental Protection Agency (EPA)

2.2.3 India GHG Inventory Program
2.2.4 ISO 14064-1

2.2.5 Petroleum Industry Guidelines for reporting GHG emissions, 2nd
edition, 2011, published by IPIECA

2.2.6 Protocol for the quantification of greenhouse gas emissions from waste
management  activities published by  Entreprises pour
I’Environnement (EpE)

GHG emissions data shall be consolidated according to the approach with
which the entity consolidates its financial reporting data, which is
generally aligned with the “financial control” approach defined by the GHG
Protocol as well as:

2.3.1 The financial approach detailed in Chapter 3 of the IPIECA/API/OGP
Petroleum Industry Guidelines for Reporting Greenhouse Gas
Emissions, Second Edition, 2011 (hereafter, the “IPIECA GHG
Guidelines”)

2.3.2 The approach provided by the Climate Disclosure Standards Board
(CDSB) that is described in REQ-07, “Organisational boundary,” of
the CDSB Framework for reporting environmental information, natural
capital and associated business impacts (April 2018)

The entity shall disclose the percentage of its gross global Scope 1 GHG emissions
that are covered under an emissions-limiting regulation or program that is

intended to directly limit or reduce emissions, such as cap-and-trade schemes,
carbon tax/fee systems, and other emissions control (e.g., command-and-control

approach) and permit-based mechanisms.

3.1

3.2

Examples of emissions-limiting regulations include, but are not limited to:
3.1.1 California Cap-and-Trade (California Global Warming Solutions Act)
3.1.2 European Union Emissions Trading Scheme (EU ETS)

3.1.3 Quebec Cap-and-Trade (Draft Bill 42 of 2009)

The percentage shall be calculated as the total amount of gross global
Scope 1 GHG emissions (CO,-e) that are covered under emissions-limiting
regulations divided by the total amount of gross global Scope 1 GHG
emissions (CO,-e).
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3.2.1 For emissions that are subject to multiple emissions-limiting
regulations, the entity shall not account for those emissions more
than once.

3.3 The scope of emissions-limiting regulations excludes emissions covered
under voluntary emissions-limiting regulations (e.g., voluntary trading

systems), as well as disclosure-based regulations—fe.gs—the—US:

£ o
Protection-Acen CPA ] Sradn

The entity may discuss any change in its emissions from the previous reporting
period, including whether the change was due to emissions reductions,
divestment, acquisition, mergers, changes in output, and/or changes in
calculation methodology.

In the case that current reporting of GHG emissions to the CDP or other entity
(e.g., a national regulatory disclosure program) differs in terms of the scope and
consolidation approach used, the entity may disclose those emissions. However,
primary disclosure shall be according to the guidelines described above.

The entity may discuss the calculation methodology for its emissions disclosure,
such as if data are from continuous emissions monitoring systems (CEMS),
engineering calculations, or mass balance calculations.

EM-RM-110a.2. Discussion of long-term and short-term strategy or plan to
manage Scope 1 emissions, emissions reduction targets, and an analysis of
performance against those targets

1

118

The entity shall discuss its long-term and short-term strategy or plan to manage
its Scope 1 greenhouse gas (GHG) emissions.

11 Scope 1 emissions are defined according to The Greenhouse Gas Protocol: A
Corporate Accounting and Reporting Standard (GHG Protocol), Revised Edition,
March 2004, published by the World Resources Institute and the World
Business Council on Sustainable Development (WRI/WBCSD).

1.2 The scope of GHG emissions includes the seven GHGs covered under the
Kyoto Protocol—carbon dioxide (CO,), methane (CH,), nitrous oxide (N,O),
hydrofluorocarbons (HFCs), perfluorocarbons (PFCs), sulfur hexafluoride
(SFg), and nitrogen trifluoride (NFj3).

The entity shall discuss its emission reduction target(s) and analyze its
performance against the target(s), including the following, where relevant:

2.1 The scope of the emission reduction target (e.g., the percentage of total
emissions to which the target is applicable);

2.2 Whether the target is absolute or intensity-based, and the metric
denominator, if it is an intensity-based target;

2.3 The percentage reduction against the base year, with the base year
representing the first year against which emissions are evaluated towards
the achievement of the target;

2.4 The timelines for the reduction activity, including the start year, the target
year, and the base year;
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The mechanism(s) for achieving the target; and

Any circumstances in which the target or base year emissions have been,
or may be, recalculated retrospectively or the target or base year has been
reset which may include, but are not limited to energy efficiency efforts,
energy source diversification, carbon capture and storage, or the
implementation of leak detection and repair processes.

The entity shall discuss activities and investments required to achieve the plans
and/or targets, and any risks or limiting factors that might affect achievement of
the plans and/or targets.

The entity shall discuss the scope of its strategies, plans, and/or reduction targets,
such as whether they pertain differently to different business units, geographies,
or emissions sources.

4.1

4.1.1

4.1.2

4.1.3

4.1.4

Flared hydrocarbons, including all emissions emitted from flares
and which are associated with the management and disposal of
unrecoverable natural gas via combustion of hydrocarbon products
from routine operations, upsets, or emergencies

Other combusted emissions, including, but not limited to: (1)
emissions from stationary devices, including, but not limited to
boilers, heaters, furnaces, reciprocating internal combustion
engines and turbines, incinerators, and thermal/catalytic oxidizers,
(2) emissions from mobile sources, including, but not limited to
barges, ships, railcars, and trucks for material transport; planes/
helicopters and other company vehicles for personnel transport;
forklifts, all terrain vehicles, construction equipment, and other
off-road mobile equipment, and (3) other combusted emissions
shall exclude those emissions disclosed as flared hydrocarbons

Process emissions, including, but not limited to those emissions
that are not combusted and are intentional or designed into the
process or technology to occur during normal operations and are a
result of some form of chemical transformation or processing step.
Such emissions include, but are not limited to those from hydrogen
plants, amine units, glycol dehydrators, fluid catalytic cracking
unit and reformer generation, and flexi-coker coke burn

Vented emissions, including those emissions that are not
combusted and are intentional or designed into the process or
technology to occur during normal operations, and which include,
but are not limited to: (1) venting from crude oil, condensate, or
natural gas product storage tanks, gas-driven pneumatic devices,
gas samplers, chemical injection pumps, exploratory drilling,
loading/ballasting/transit, and loading racks, (2) venting resulting
from maintenance/turn-arounds, including, but not limited to
decoking of furnace tubes, well unloading, vessel and gas
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compressor depressurizing, compressor starts, gas sampling, and
pipeline blowdowns, and (3) venting from non-routine activities,
including but not limited to pressure relief valves, pressure control
valves, fuel supply unloading valves, and emergency shut-down
devices

4.1.5 Fugitive emissions, including those emissions which can be
individually found and “fixed” to make emissions "near zero” and
which include, but are not limited to emissions from valves,
flanges, connectors, pumps, compressor seal leaks, catadyne
heaters, and wastewater treatment and surface impoundments

The entity shall discuss whether its strategies, plans, and/or reduction targets are
related to, or associated with, emissions limiting and/or emissions reporting-based
programs or regulations (e.g., the EU Emissions Trading Scheme, Quebec Cap-and-
Trade System, California Cap-and-Trade Program), including regional, national,
international or sectoral programs.

Disclosure of strategies, plans, and/or reduction targets shall be limited to
activities that were ongoing (active) or reached completion during the reporting
period.
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Water Management

Topic Summary

Refineries can use relatively large quantities of water depending on their size and the
complexity of the refining process. This exposes them to the risk of reduced water
availability, depending on their location, and related costs. Extraction of water from
water-stressed regions or water contamination may also create tensions with local
communities. Refinery operations often require wastewater treatment and disposal, often
via on-site wastewater treatment plants before discharge. Reducing water use and
contamination through recycling and other water management strategies may result in
operational efficiencies for companies and lower their operating costs. They could also
minimize the impacts of regulations, water supply shortages, and community-related
disruptions on operations.

Metrics

EM-RM-140a.1. (1) Total fresh water withdrawn, (2) percentage recycled,
(3) percentage in regions with High or Extremely High Baseline Water Stress

1 The entity shall disclose the amount of water, in thousands of cubic meters, that
was withdrawn from freshwater sources:

11 Fresh water may be defined according to the local statutes and regulations
where the entity operates. Where there is no regulatory definition, fresh
water shall be considered to be water that has less than 1000 parts per

million of dissolved solids-per-the U-S—Geelogical Survey.

1.2 Water obtained from a water utility in compliance with-H-S-—Natienal
Primary—Drinking —Water—Regulations_ jurisdictional drinking water

regulations can be assumed to meet the definition of fresh water.

2 The entity shall disclose the percentage of water recycled as the volume, in
thousands of cubic meters, recycled divided by the volume of water withdrawn.

2.1 Any volume of water reused multiple times shall be counted as recycled
each time it is recycled and reused.

3 The entity shall analyze all of its operations for water risks and identify activities
that withdraw and consume water in locations with High (40-80%) or Extremely
High (>80%) Baseline Water Stress as classified by the World Resources Institute’s
(WRI) Water Risk Atlas tool, Aqueduct.

4 The entity shall disclose its water withdrawn in locations with High or Extremely
High Baseline Water Stress as a percentage of the total water withdrawn.

5 The entity shall disclose its water consumed in locations with High or Extremely
High Baseline Water Stress as a percentage of the total water consumed.
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Product Specifications & Clean Fuel Blends

Topic Summary

Human health risks and broad environmental risks such as those associated with climate
change have raised concerns about the end use of products such as gasoline from the
Refining & Marketing (R&M) industry. In response, some regulatory jurisdictions have
implemented product specifications and renewable fuel blends, which pose significant
compliance and operational risks for R&M companies. Companies may face long-term
reductions in revenue from fossil fuel-based products and services due to GHG mitigation
policies such as the renewable fuel mandates or standards, as well as competition from
non-fossil fuel products. Companies that purchase credits known as renewable
identification numbers (RINs) to meet regulatory requirements for renewable fuels in the
U.S. can face regulatory and cost risks. In order to ensure regulatory compliance and
position themselves for long-term competitiveness, some companies are investing in or
purchasing ethanol and other renewable biofuels. Advanced biofuels and fuel
technologies have lower lifecycle impacts than traditional biofuels, and can be used to
minimize future regulatory risks and public pressure. Although short-term costs to find
commercially viable technologies can be significant, investments in R&D for such
technologies could serve to advance R&M companies’ long-term profitability.

Metrics

EM-RM-410a.2. Total addressable market and share of market for advanced
biofuels and associated infrastructure

1 The entity shall provide an estimation of the total addressable market for
advanced biofuels and associated infrastructure.

11 Total addressable market is defined as potential revenue should the entity
capture 100 percent of the market share of the product category (e.g., the
global market for advanced biofuels and advanced biofuel infrastructure).

2 The entity shall disclose the share of the total addressable market for advanced
biofuels and/or associated infrastructure that it currently captures with its
products.

2.1 Market share shall be calculated as revenues from these products divided
by the size of the total addressable market.

3 Advanced biofuels are defined—aceording—to—Section—2061—of theEnergy
Independence—and-Seeurity—Aet—of 2007+{EISA} as biofuels other than ethanol

derived from corn starch (kernels) and having 50% lower lifecycle greenhouse gas
emissions relative to gasoline.

4 Revenue from advanced biofuel infrastructure includes that from the entity's
retail operations (i.e., fuel stations), joint ventures with primary producers, or
technologies that enable the production of advanced biofuels.

5 If there is a significant difference between the total addressable market and the
market that the entity can serve through its existing or planned capabilities, sales
channels, or products (i.e., the serviceable available market) then the entity may
disclose this information.
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The entity may provide a projection of growth of this market, where the projected
addressable market is represented—based on a reasonable set of assumptions
about changes in market conditions— as a percentage of year-on-year growth or
as an estimate of the market size after a defined period (i.e., the market size in 10
years).

6.1 The entity may disclose its target three-year market share as a
measurement of targeted growth, where the target is the percentage of the
total addressable market that the entity plans to address over a three-year
time horizon.

The entity may discuss other non-revenue generating initiatives it has undertaken
to commercialize biofuels, such as partnerships (e.g., pilot projects, research and
development projects) with fleet operators (air, ground, or marine transportation),
airlines, vehicle manufacturers, and governmental agenciesH{e-g-t-S—Department
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Oil & Gas - Services

Industry Description

Oil and gas services companies provide support services, manufacture equipment, or are
contract drillers for oil and natural gas exploration and production (E&P) companies. The
drilling and drilling-support segment comprises companies that drill for oil and natural
gas on-shore and off-shore on a contract basis. Companies in this segment may also
manufacture jack-up rigs, semisubmersible rigs, and drill ships. Companies in the oilfield
services segment manufacture equipment that is used in the extraction, storage, and
transportation of oil and natural gas. They also provide support services such as seismic
surveying, equipment rental, well cementing, and well monitoring. These services are
commonly provided on a contractual basis, and the customer will purchase or lease the
materials and equipment from the service provider. Service companies may also provide
personnel or subject matter expertise as part of their scope of service. The contractual
relationship between oil and gas services companies and their customers plays a
significant role in determining the material impacts of their sustainability performance.
Besides the rates charged, companies compete on the basis of their operational and safety
performance, technology and process offerings, and reputation.

Sustainability Disclosure Topics & Metrics

Table 1. Sustainability Disclosure Topics & Metrics

UNIT OF
TOPIC METRIC CATEGORY MEASURE CODE

Total fuel consumed, percentage Quantitative Gigajoules EM-SV-110a.1
renewable, percentage used in: (1) on- (GJ), Percent-
road equipment and vehicles and age (%)
Emissions (2) off-road equipment
Reduction Discussion of strategy or plans to Discussion n/a EM-SV-110a.2
Services & address air emissions-related risks, and Analysis
Fuels opportunities, and impacts
Management Percentage of engines in service that Quantitative Percentage EM-SV-110a.3
meet Tier-4-complianee_comply with (%)
highest level of emissions standards for
non-road diesel engine emissions
(1) Total volume of fresh water handled  Quantitative Thousand EM-SV-140a.1
in operations, (2) percentage recycled cubic meters
(m3), Percent-
Water age (%)
Management
Services Discussion of strategy or plans to Discussion n/a EM-SV-140a.2

address water consumption and dispos- and Analysis
al-related risks, opportunities, and
impacts
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Table 2. Activity Metrics

UNIT OF
ACTIVITY METRIC CATEGORY MEASURE CODE

Number of active rig sites 17 Quantitative Number EM-SV-000.A
Number of active well sites 18 Quantitative ~ Number EM-SV-000.B
Total amount of drilling performed Quantitative Meters (m) EM-SV-000.C
Total number of hours worked by all employees Quantitative Hours EM-SV-000.D

18

Note to EM-SV-000.A — Rigs that are on location and involved in drilling, completions,
cementing, fracturing, decommissioning etc., are considered active. Rigs that are in transit from
one location to another, or are otherwise idled, are inactive.

Note to EM-SV-000.B — The number of well sites for which the entity has provided or is

providing (on an ongoing basis) drilling, completion, fracturing, and/or decommissioning
services.
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Emissions Reduction Services & Fuels Management

Topic Summary

While direct greenhouse gas (GHG) emissions and associated regulatory risks are
relatively low for oil and gas services providers relative to other industries, emissions
from the operations of their customers—the oil and gas exploration and production (E&P)
companies—can be significant. Emissions include GHGs that can contribute to climate
change as well as other air pollutants that can have significant localized human health
and environmental impacts. Increasing regulation and high costs of fuels associated with
these emissions present substantial risk to E&P companies. This is driving companies to
seek ways to lower their emissions, including converting pumps and engines to run on
natural gas instead of diesel fuel. Oil and gas services companies compete for contracts
with E&P companies partly on the basis of providing cutting-edge, efficient technologies
that can help customers reduce costs and improve process efficiencies. Services
companies can gain a competitive advantage and protect their revenues and market share
by providing customers with services and equipment that reduce the emissions and fuel
consumption of E&P activities, and by capturing saleable gas that may otherwise be
flared or escape through leaks.

Metrics

EM-SV-110a.1. Total fuel consumed, percentage renewable, percentage used in:
(1) on-road equipment and vehicles and (2) off-road equipment

1 The entity shall disclose total fuel consumed from all sources as an aggregate
figure, in gigajoules (G]J).

1.1 The calculation methodology for fuel consumed shall be based on actual
fuel consumed as opposed to design parameters.

1.2 Acceptable calculation methodologies for fuel consumed include, but are
not limited to, methodologies based on:

1.2.1 Adding fuel purchases made during the reporting period to
beginning inventory at the start of the reporting period, less any
fuel inventory at the end of the reporting period

1.2.2 Tracking fuel consumed by vehicles
1.2.3 Tracking fuel expenses

2 The entity shall disclose the percentage of the total amount of fuel consumed
from all sources that is renewable.

2.1 Renewable fuel is_generally defined-by-the U-S-—Renewable Fuel-Standard
{5-S-—40-CER-80-1401); as fuel that meets all of the following requirements:

2.1.1 Produced from renewable biomass;

2.1.2 Used to replace or reduce the quantity of fossil fuel present in a
transportation fuel, heating oil, or jet fuel; and
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2.1.3 Achieved net Haslifeeyele—greenhouse gas (GHG) emissions
reduction on a lifecycle basis-that-are-atleast 20-percentless-than
baseline_lifeevele GHC issions._unl he fuel i ;

2.2 The entity shall disclose the standard or regulation used to determine if a

fuel is renewable.

2.3 The percentage shall be calculated as the amount of renewable fuel
consumed by the entity’s fleet vehicles (in GJ) divided by the total amount
of fuel consumed by the entity’s fleet vehicles (in GJ).

3 The entity shall disclose the percentage of total fuel consumed by (1) on-road,
mobile equipment and vehicles and (2) off-road equipment, including stationary
rigs, generators, and mounted equipment.

4 The scope of disclosure includes only fuel consumed by entities owned or
controlled by the organization.

41 The scope excludes non-fuel energy sources such as purchased electricity
and purchased steam.

4.2 The scope of disclosure includes combustion sources owned and/or
operated by the entity, regardless of which entity bears the cost of fuel
and/or considers greenhouse gas (GHG) emissions from these sources to be
part of its Scope 1 inventory.

5 In calculating energy consumption from fuels and biofuels, the entity shall use
higher heating values (HHV), also known as gross calorific values (GCV), which are
directly measured or taken from the Intergovernmental Panel on Climate Change;

he Department-of Enerev—orthe Enersv-InformationAs

6 The entity shall apply conversion factors consistently for all data reported under
this disclosure, such as the use of HHVs for fuel usage (including biofuels).

EM-SV-110a.2. Discussion of strategy or plans to address air emissions-related
risks, opportunities, and impacts

1 The entity shall discuss its strategies or plans to address air-emissions related
risks, opportunities, and impacts.

11 The scope of disclosure includes the entity’s strategies, plans, and/or
emissions reduction activities, such as whether they pertain differently to
different business units, geographies, or emissions sources.

1.2 The scope of disclosure includes activities and investments required to
achieve the plans and any risks or limiting factors that might affect
achievement of the plans and/or targets.

1.3 The scope of disclosure includes the discussion of the demand for specific
products, services, and technologies that reduce well and field operator’s
fuel consumption, emissions, and/or create other efficiencies, and its
ability to meet this demand.
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The entity shall discuss its short-term and long- term plans related to air quality
management, where:

2.1 Short-term strategies may include fuel substitution (e.g., drop-in biodiesel),
use of dual fuel equipment, or engine maintenance.

2.2 Long-term strategies may include alternative fuel equipment, process, or
equipment redesigns and innovations, carbon capture, and storage.

The scope of disclosure shall include, but is not limited to emissions from the
following specific sources:

3.1 Combustion emissions (e.g., fuel use in gas compression, power
generation).

3.2 Flaring of hydrocarbons (e.g., in depressurizing, start-up/shut-down, well
testing and well work-over).

3.3 Process emissions (e.g., vessel loading, tank storage, and flushing).

3.4 Venting of hydrocarbons, defined as the intentional (or designed),
controlled release of gas to the atmosphere during normal operations.

3.5 Fugitive emissions of greenhouse gases (including equipment leaks).
3.6 Other non-routine events (e.g., gas releases or equipment maintenance).

The entity shall discuss risks and opportunities it may face relating to its ability to
offer its customers services, technologies, or solutions that enhance energy
efficiency and reduce air emissions, including of greenhouse gases.

EM-SV-110a.3. Percentage of engines in service that-meetFier4-compliance
comply with highest level of emissions standards for non-road diesel engine

emissions

1
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The entity shall disclose the percentage of its non-road diesel engines that are in

compliance with the-U-S—Environmental Protection-Ageneys{EPA} Tier4 _highest
level of jurisdictional emissions standards-fer-nen-road-diesel-engines.

1.1 The scope of disclosure shall include new and in-use non-road diesel

engines, including, but not limited to, those used in equipment, pumps,
compressors, and generators.

The entity shall calculate the percentage as the new and in-use number of non-
road diesel engines that are in full compliance with the-Fier4 highest level of
jurisdictional emissions standards during the reporting period, divided by the
total number of non-road diesel engines active during the reporting period,
where:

2.1 An engine is considered in compliance with the-Fier4-emission standards
if (1) it belongs to an engine family which has test results showing official
emission results and deteriorated emission levels at or below these
standards, and (2) the engine family has received—a—eertificate—of
conformityfrom—the EPAfor that medelyear confirmation from the
certifying or regulatory body indicating alighment with the standard used.
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2.2 Engine families are defined as engine product lines that are expected to

have similar emissions characteristics;-as-defined-by U-S-CER§1039-230.

2.3 The highest level of jurisdictional emissions standards represents the most
stringent emissions requirements applicable to the jurisdiction in which

its non-road diesel engines operate.

Engines that are exempt from the—EPA—rules jurisdictional standard, such as

certain marine engines, shall be exempt for the purposes of this disclosure.

The scope of disclosure includes-beth-U-S—and-nen-U-S:_all operations, regardless
of-whether they-are-underEPA jurisdiction.
The scope of disclosure includes non-road diesel engines manufactured, owned,

and/or operated by the entity, regardless of which entity bears the—EPRA
compliance obligation.

The entity shall disclose the jurisdictional emission standard used in its
disclosure, based on the jurisdiction in which its non-road diesel engines operate.
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Water Management Services

Topic Summary

Oil and gas development often requires large quantities of water, exposing producers to
the risk of reduced water availability, regulations limiting usage, or related cost
increases, particularly in water-stressed regions. Producers also face risks and costs
associated with wastewater disposal. As such, companies that provide these oil and gas
producers with services have developed technologies and processes such as closed-loop
water recycling systems to reduce customers’ water consumption and disposal costs.
These offerings provide service companies the potential to gain market share and
increase revenues, as management of drilling and wastewater can be a significant
competitive factor for their customers.

Metrics

EM-SV-140a.1. (1) Total volume of fresh water handled in operations,
(2) percentage recycled

1 The entity shall disclose the volume of fresh water, in thousands of cubic meters,
handled in operations.

1.1 Handled water includes that which is transferred to the entity from a
third party for the purpose of providing the entity's contractual scope of
service as well as that which is directly obtained and used by the entity in
its operations.

1.2 Fresh water may be defined according to the local statutes and regulations
where the entity operates. Where there is no regulatory definition, fresh
water shall be considered to be water that has less than 1000 parts per

million of dissolved solids-per-the U-S-—Geelogical Survey.

1.3 Water obtained from a water utility in compliance with-U-S—Natienal
Primary—Drinking —Water—Regulations_ jurisdictional drinking water

regulations can be assumed to meet the definition of fresh water.

2 The entity shall disclose the percentage of water recycled as the volume recycled
divided by the volume of fresh water handled.

3 Recycled water shall include the amount recycled in closed-loop and open-loop
systems as well as recycled produced water or flowback.

3.1 Any volume of water reused multiple times shall be counted as recycled
each time it is recycled and reused.

4 Produced water is defined-aceording-to-the U-S-—Environmental Protection-Ageney
{EPA)accordingtoU-S—40CER—43541 as water (brine) brought up from the

hydrocarbon bearing formation strata during the extraction of oil and gas and can
include formation water, injection water, and any chemicals added downhole or
during the oil/water separation process.

5 Flowback is defined-aecoerdingto-U-S-—40-CER-60-5430a as the process of allowing

fluids (including water) and entrained solids to flow from a well following a
treatment, either in preparation for a subsequent phase of treatment or in
preparation for cleanup and returning the well to production.
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5.1 The term flowback also means the fluids and entrained solids that emerge
from a well during the flowback process. The flowback period begins when
material introduced into the well during the treatment returns to the
surface following hydraulic fracturing or refracturing.

5.2 The flowback period ends when either the well is shut in and permanently
disconnected from the flowback equipment or at the startup of
production.

5.3 The flowback period includes the initial flowback stage and the separation
flowback stage.

The scope is limited to operations for which the entity provides hydraulic
fracturing, completion, drilling, and/or water management services [e.g.,-injection

3

ed e O Flowh nto ne on e nde he PA

Underground-Injection-Control{UIC) program-or-equivalent; water treatment for

reuse in drilling or hydraulic fracturing, reduction of unwanted water in
subsurface areas].

6.1 The scope includes, but is not limited to, water that is used in hydraulic
fracturing fluids, drilling fluids, dust control, and drilling cement
production.

EM-SV-140a.2. Discussion of strategy or plans to address water consumption and
disposal-related risks, opportunities, and impacts

1

The entity shall discuss its strategy or plans to address water consumption and
disposal-related risks, opportunities, and impacts.

11 The scope of disclosure shall include the entity’s strategies, plans, and/or
reduction activities, including whether they pertain differently to different
business units, geographies, or water sources.

1.2 The scope of disclosure includes the activities and investments by the
entity that are required to achieve the plans and any risks or limiting
factors that might affect achievement of the plans and/or targets.

The entity shall discuss demand for specific products, services, and technologies
that offer well and field operators reduced water consumption, water recycling,
and/or other water impact reductions, and its ability to meet this demand.

The entity shall discuss its short-term and long-term plans related to water
management, where:

31 Short-term strategies may include adopting best practices in water
recycling or water efficiency initiatives.

3.2 Long-term strategies may include process redesigns or technological
innovations that lower withdrawal of fresh water in constrained regions,
reduce excess water production from wells, provide new water treatment
or recycling systems.

The scope of impact reductions may relate to the following specific areas of water
consumption or disposal:

4.1 Hydraulic fracturing fluids
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4.2 Drilling fluids

4.3 Dust control

4.4 Cement production

4.5 Produced water or flowback

5 The entity shall discuss risks and opportunities it may face relating to: being able
to offer its customers services, technologies, or solutions that enhance water use
efficiency, treatment and reuse, and reduce water consumption or wastewater
production.
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Asset Management & Custody Activities

Industry Description

The Asset Management & Custody Activities industry is comprised of companies that
manage investment portfolios on a commission or fee basis for institutional, retail, and
high net-worth investors. In addition, firms in this industry provide wealth management,
private banking, financial planning, and investment advisory and retail securities
brokerage services. Investment portfolios and strategies may be diversified across
multiple asset classes, which include, but are not limited to, equities, fixed income, and
hedge fund investments. Specific companies are engaged in venture capital and private
equity investments. The industry provides an essential service in assisting a range of
customers from individual retail investors to large, institutional asset owners to meet
specified investment goals. Companies in the industry range from large multi-national
asset managers with a wide range of investable products, strategies, and asset classes to
small boutique firms providing services to a very specific market niche. While large firms
generally compete on the basis of management fees charged for their services as well as
their potential to generate superior investment performance, the smaller firms generally
compete on their ability to provide products and services geared towards individual
clients to satisfy their diversification needs. The 2008 financial crisis and subsequent
regulatory developments highlight the social impact of the industry in terms of providing
fair advice to customers and managing risks at the entity, portfolio, and economy-wide

levels.—In-addition, the collective impact-of the industry on the allocation of cap
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Sustainability Disclosure Topics & Metrics

Table 1. Sustainability Disclosure Topics & Metrics

UNIT OF

Amount of assets under management, Quantitative Reporting FN-AC-410a.1
by asset class, that employ (1) integra- currency
) tion of environmental, social, and
Incorporation . .
. governance (ESG) issues, (2) sustaina-
of Environ- " . .
bility themed investing, and (3) screen-
mental, i
Social, and ing
Governance Description of approach to incorporation Discussion n/a FN-AC-410a.2
Factors in of environmental, social, and and Analysis
Investment governance (ESG) factors in investment
Management  and/or wealth management processes
& Advisory and strategies
Description of proxy voting and investee Discussion n/a FN-AC-410a.3

engagement policies and procedures and Analysis

Percentage of total assets under Quantitative Percentage EN-AC-1
management (AUM) included in the %

financed emissions calculation

(1) Absolute gross (a) Scope 1 Quantitative Metric tons () FEN-AC-2
emissions, (b) Scope 2 emissions, and COz-e,

c) Scope 3 emissions, and (2) associ- Presentation

ated amount of total AUM (i.e., financed currency

Transition Risk €missions)
Exposure (1) Gross emissions intensity by (a) Quantitative Metric tons () FN-AC-3

Scope 1 emissions, (b) Scope 2 CO:-€ per unit
emissions, and (c) Scope 3 emissions, of economic
and (2) associated amount of total AUM output,
(i.e., financed emissions) Presentation
currency
Description of the methodology used to  Discussion n/a EN-AC-4
calculate financed emissions and Analysis

Table 2. Activity Metrics

UNIT OF

{1)-Total registered-and-(2) total- unregistered-assets Quantitative Presentation = FN-AC-000.A

under management (AUM) *° currency
Total assets under custody and supervision Quantitative Presentation ~ FN-AC-000.B
currency

134 © 2022 SASB, part of Value Reporting Foundation. All rights reserved.



AprpPENDIX B oF [DRAFT] IFRS S2 CLIMATE-RELATED DISCLOSURES

Incorporation of Environmental, Social, and Governance Factors
in Investment Management & Advisory

Topic Summary

Asset management and custody activities companies maintain a fiduciary responsibility
to their clients. These companies must therefore consider and incorporate an analysis of
all material information into investment decisions, including environmental, social, and
governance (ESG) factors. The process of ESG incorporation involves consideration of ESG
factors in valuation, modeling, portfolio construction, proxy voting, and engagement
with investees and, as a result, in investment decision-making by asset and wealth
managers. As the management and use of non-financial forms of capital increasingly
contribute to market value, incorporation of ESG factors in analysis of investees has
become more relevant. Research has established that a company’s management of certain
ESG factors can materially impact both its accounting and market returns. Therefore,
deep understanding of investees’ ESG performance, integration of ESG factors in
valuation and modeling, as well as engagement with investees on sustainability issues
allows asset managers to generate superior returns. On the other hand, asset
management and custody activities companies that fail to consider these risks and
opportunities in their investment management activities could see diminished
investment returns in their portfolios which would lead to reduced performance fees.
Over the long term, it could result in outflow of assets under management (AUM)
resulting in the loss of market share and lower management fees.

Metrics

FN-AC-410a.1. Amount of assets under management, by asset class, that employ
(1) integration of environmental, social, and governance (ESG) issues,
(2) sustainability themed investing, and (3) screening

1 The entity shall disclose the amount of assets under managements (AUM), that

employ (1) integration of environmental, social, and governance (ESG) issues,
(2) sustainability themed investing, and (3) screening.

11 AUM shall be defined broadly_as the total market value, expressed in the

entity’s presentation currency, of the assets managed by a financial
institution on behalf of clients.—as—per—Seetion—203A—of the Investment

Ad Act 6f1946-S 203 A-as. ¢! ol 1

1.2 Integration of ESG issues is defined as the systematic and explicit inclusion
of material ESG factors into investment analysis and investment decisions,
as aligned with the PRI Reporting Framework — Main definitions 2018.

1.3 Sustainability themed investing is defined as investment in themes or
assets specifically related to sustainability (for example clean energy, green
technology or sustainable agriculture), as aligned with the PRI Reporting
Framework — Main definitions 2018.

1.4 Screening, including (a) negative/exclusionary, (b) positive/best-in-class, and
(c) norms-based, is defined by the PRI Reporting Framework - Main
definitions 2018.
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1.5 The scope of disclosure includes both passive and active strategies.

The entity shall break down its disclosure by asset class: (a) equities, (b) fixed
income, (c) cash equivalents/money market instruments, and (d) other (e.g., real
estate and commodities).

The entity shall identify and disclose the amount of any AUM managed using
more than one ESG integration strategy (e.g., screening and integration).

FN-AC-410a.2. Description of approach to incorporation of environmental, social,
and governance (ESG) factors in investment and/or wealth management
processes and strategies

1

136

The entity shall describe its approach to incorporation of environmental, social,
and governance (ESG) factors in its investment and/or wealth management
processes and strategies.

1.1 The definition of incorporation of ESG factors is aligned with that of the
Global Sustainable Investment Alliance (GSIA) and includes the use of ESG
information in investment decision-making processes.

1.2 Examples of ESG factorslissues are provided in the PRI Reporting
Framework — Main definitions 2018, section “ESG issues.”

1.3 Incorporation of ESG factors include the following approaches, consistent
with the PRI Reporting Framework — Main definitions 2018:

1.3.1 Screening, including (a) negativelexclusionary, (b) positive/best-in-
class, and (c) norms-based

1.3.2 Sustainability themed investment, defined as investment in themes
or assets specifically related to sustainability (for example clean
energy, green technology or sustainable agriculture)

1.3.3 Integration of ESG, defined as the systematic and explicit inclusion
of material ESG factors into investment analysis and investment
decisions

1.3.4 A combination of the above

The entity shall describe policies that determine its approach to incorporation of
ESG factors in its investment and/or wealth management processes and strategies.

The scope of disclosure shall exclude discussion of the entity’s proxy voting and
investee engagement policies and procedures, which is included in metric FN-
AC-410a.3, “Description of proxy voting and investee engagement policies and
procedures.”

The entity shall describe its approach to implementation of the aspects of the
entity’s ESG incorporation practices.

4.1 The discussion shall include, but is not limited to:
4.1.1 Parties responsible for day-to-day incorporation of ESG factors
4.1.2 Roles and responsibilities of employees involved

4.1.3 Approach to conducting ESG-related research
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4.1.4 Approach to incorporating ESG factors into investment strategies

The entity shall describe its oversight/accountability approach to the
incorporation of ESG factors.

5.1 The discussion shall include, but is not limited to:
5.1.1 Formal oversight individuals and/or bodies involved
5.1.2 Roles and responsibilities of employees involved
5.1.3 Criteria used in assessing the quality of ESG incorporation

The entity shall discuss whether it conducts scenario analysis and/or modeling in
which the risk profile of future ESG trends is calculated at the portfolio level.

6.1 ESG trends include, but are not limited to, climate change, natural
resource constraints, human capital risks and opportunities, and
cybersecurity risks.

6.2 The entity shall describe the types of portfolios and/or strategies where it
executes scenario analysis and/or modeling.

6.2.1 The entity is not required to provide such disclosure at the
individual portfolio and/or strategy level.

The entity shall discuss ESG trends that it views as broadly applicable in terms of
their impact on sectors and industries as well as the trends it views as sector- or
industry-specific.

The entity shall describe whether it incorporates ESG factors in strategic asset
allocation and/or allocation of assets between sectors or geographic markets.

8.1 The entity shall describe the types of portfolios and/or strategies where it
incorporates ESG factors in strategic asset allocation and/or allocation of
assets between sectors or geographic markets.

8.1.1 The entity is not required to provide such disclosure at the
individual portfolio and/or strategy level.

The entity shall describe how ESG factors are incorporated in the assessment of
and influence the entity’s views on:

9.1 Time horizon of investments
9.2 Risk and return profiles of investments

9.3 Traditional fundamental factors such as economic conditions, central bank
policy, industry trends, and geopolitical risks

When relevant, the entity shall discuss its approach to incorporation of ESG
factors in selecting external fund managers and fiduciary managers.

10.1  The entity shall describe its oversight/accountability approach to assessing
the quality of incorporation of ESG factors by external fund managers and
fiduciary managers, which includes, but is not limited to:

10.1.1 Formal oversight individuals and/or bodies involved
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10.1.2 Roles and responsibilities of employees involved
10.1.3 Criteria used in assessing the quality of ESG incorporation

The scope of disclosure shall include investment and/or wealth management
services where the entity maintains decision-making power, regardless of strategy
and asset class.

The scope of disclosure shall exclude execution and/or advisory services where
investment decision-making power remains with clients.

When relevant, the description of the entity’s approach to incorporation of ESG
factors in its investment and/or wealth management activities shall be broken
down by asset class or by style employed.

13.1 The discussion shall include, but is not limited to, the differences in the
entity’s approaches to incorporation of ESG factors in:

13.1.1 Public equity, fixed income, private equity, or alternative asset
classes

13.1.2 Passive versus active investment strategies

13.1.3 Fundamental, quantitative, and technical analyses of investments

FN-AC-410a.3. Description of proxy voting and investee engagement policies and
procedures

1

138

The entity shall describe its approach to proxy voting, including, but not limited
to, its process for making proxy voting decisions, including its approach to
defining materiality.

11 The discussion shall include, but is not limited to, elements highlighted in
the PRI's Reporting Framework for Direct — Listed Equity Active
Ownership:

1.1.1 The scope of the entity’s voting activities
1.1.2 The objectives of the entity’s voting activities
1.1.3 How, if at all, the entity’s voting approach differs among markets

1.1.4 Whether the entity has a default position of voting in favor of
management in particular markets or on particular issues

1.1.5 Whether and how local regulatory or other requirements influence
the entity’s approach to voting

1.1.6  Whether the entity votes by proxy or in person by attending
annual general meetings (AGMs) (or a combination of both)

1.2 The entity shall describe its approach to determining support for
proposals, including its approach to defining materiality.

1.2.1 The scope of disclosure includes proposals addressing
Environmental and Social (ES) issues

1.3 The entity shall describe how it communicates its proxy voting policy to
clients as well as to the public.
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1.3.1 The entity may provide the link to its formal proxy voting policy.

The entity shall describe its process of making proxy voting decisions.

2.1

The discussion shall include, but not be limited to, the elements
highlighted in the PRI's Reporting Framework for Direct — Listed Equity
Active Ownership, which include:

2.1.1 Use of internal research team and/or third-party service providers

2.1.2 Review and monitoring process for service provider
recommendations

The entity shall describe its approach to communicating its voting decisions to
company management, including the rationale for voting for/against the
management’s recommendations.

The entity shall describe its approach to engagement on ES issues.

4.1

4.2

4.3

The discussion shall include, but is not limited to:
4.1.1 The entity’s objectives for undertaking engagement activities

4.1.2 Whether the entity’s engagements related to ES issues are
primarily proactive to ensure that ES issues are well-managed in a
preventive manner, or reactive to address issues that may have
already occurred

4.1.3 The outcomes the entity seeks from engaging with companies on
ES issues (e.g., influencing corporate practice, improve the quality
of ES disclosure)

4.1.4 The entity’s staff that carries out the engagement (e.g., specialized
in-house engagement teams, fund managers or equity/credit
analysts, more senior-level roles)

4.1.5 The roles of individuals at the portfolio companies the entity seeks
to engage with (e.g., board members, board chair, CEO, corporate
secretary, investor relations managers)

The entity shall describe how it communicates its engagement policy to
clients as well as to the public.

4.2.1 The entity may provide the link to its formal engagement policy.

The scope of disclosure includes all asset classes, portfolios, and/or
strategies where the entity conducts engagement on ES issues.

The entity shall describe how the outcomes of its proxy voting and engagement
activities inform its investment decision-making process.

5.1

The discussion shall include, but is not limited to:

5.1.1 How the entity decides what information to pass on to investment
decision-makers

5.1.2 How the entity monitors the use of the information passed on in
investment decision-making
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The entity shall describe its escalation process for engagements when company
dialogue is failing.

6.1

8.1

8.2

The escalation process includes, but is not limited to, tactics highlighted in
the International Corporate Governance Network (ICGN) Global
Stewardship Principles:

6.1.1 Expressing concerns to corporate representatives or non-executive
directors, either directly or in a shareholder meeting

6.1.2 Expressing the entity’s concern collectively with other investors
6.1.3 Making a public statement

6.1.4 Submitting shareholder resolutions

6.1.5 Speaking at general meetings

6.1.6 Submitting one or more nominations for election to the board as
appropriate and convening a shareholder meeting

6.1.7 Seeking governance improvements and/or damages through legal
remedies or arbitration

6.1.8 Exit or threat to exit from the investment

The entity shall describe how its ES engagement strategy fits into the entity’s
overall engagement strategy.

The entity may disclose additional quantitative measures related to its proxy
voting and engagement activities, such as:

Number of engagements, percentage of those in-person

Number of staff involved in proxy voting and engagement activities
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Transition Risk Exposure

Topic Summary

Asset management and custody activities entities maintain a fiduciary responsibility to
their clients and therefore consider all material information in their investment
decisions. Transition risks and opportunities stemming from, for example, policy change,
emerging regulation or technological innovation, are becoming more prevalent and are

therefore increasingly being factored into investment decision making. A core
component of identifying and assessing these risks and opportunities is the ability to

measure greenhouse gas (GHG) emissions of investment portfolios, a concept commonly

referred to as ‘financed emissions.’ Failure to manage this risk could result in diminished
investment returns in an asset manager’s investment portfolios, which in turn may lead
to reduced performance fees. Over the long term, mismanagement of this risk could
precipitate an outflow of assets under management (AUM) resulting in the loss of market

share and lower revenue . On the other hand, investment opportunities may arise from

effective management of this risk, leading to increased performance and fee income from
increased AUM, thus strengthening market share.

Metrics

FN-AC-1. Percentage of total assets under management (AUM) included in the
financed emissions calculation

1 The entity will disclose the percentage of AUM included in the financed emissions

calculation.

1.1 AUM shall be defined broadly as the total market value, expressed in the
entity’s presentation currency, of the assets managed by a financial

institution on behalf of clients.

1.2 The entity shall calculate the percentage by dividing the AUM included in
the financed emissions calculation by total AUM.

1.2.1 If less than 100%, the entity will provide an explanation for

exclusions including type of assets and associated amount of AUM
expressed in the entity’s presentation currency.

FN-AC-2. (1) Absolute gross (a) Scope 1 emissions, (b) Scope 2 emissions, and
(c) Scope 3 emissions, and (2) associated amount of total AUM (i.e., financed

emissions)

1 The entity shall disclose its absolute gross financed emissions, disaggregated by

Scope 1, Scope 2, and Scope 3 emissions.

1.1 Financed emissions refers to the portion of gross emissions of the investee
attributed to the investments made by the entity on behalf of a third party
which falls under Scope 3: category 15 (investments) in accordance with
the GHG Protocol Corporate Value Chain (Scope 3) Standard.

1.2 Absolute gross emissions are defined as the total quantity of Scope 1
emissions, Scope 2 emissions and Scope 3 emissions expressed in metric

tons of CO» equivalent (i.e., mt CO»-e).
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Gross emissions are the GHGs emitted into the atmosphere before
accounting for offsets and credits that have reduced or compensated for
emissions.

Scope 1, Scope 2, and Scope 3 emissions are defined and shall be calculated
according to the methodology contained in The Greenhouse Gas Protocol:
A Corporate Accounting and Reporting Standard (GHG Protocol), Revised
Edition, March 2004, published by the World Resources Institute and the
World Business Council on Sustainable Development (WRI/WBCSD).

The entity shall disclose the total amount of AUM included in the financed

emissions disclosure.

2.1

AUM shall be defined broadly as the total market value, expressed in the

entity’s presentation currency, of the assets managed by a financial
institution on behalf of clients.

FN-AC-3. (1) Gross emissions intensity by (a) Scope 1 emissions, (b) Scope 2

emissions, and (c) Scope 3 emissions, and (2) associated amount of total AUM

(i.e., financed emissions)

1

The entity shall disclose the gross emissions intensity of financed emissions,

disaggregated by Scope 1, Scope 2, and Scope 3 emissions.

11

Financed emissions refers to the portion of gross GHG emissions of the
investee attributed to the investments made by the entity on behalf of a
third party which falls under Scope 3: category 15 (investments) in

accordance with the GHG Protocol Corporate Value Chain (Scope 3)
Standard.

Emissions intensity is defined as the amount of Scope 1 emissions, Scope 2

emissions and Scope 3 emissions per unit of economic activity (e.g., mt
CO2-e/ USD 1 million revenue or mt CO--e/USD 1 billion AUM).

Gross emissions are the GHGs emitted into the atmosphere before
accounting for offsets and credits that have reduced or compensated for
emissions.

Scope 1, Scope 2, and Scope 3 emissions are defined and shall be calculated
according to the methodology contained in The Greenhouse Gas Protocol:
A Corporate Accounting and Reporting Standard (GHG Protocol), Revised
Edition, March 2004, published by the World Resources Institute and the

World Business Council on Sustainable Development (WRI/WBCSD).

FN-AC-4. Description of the methodology used to calculate financed emissions

1

142

The entity shall describe the methodology used to calculate the financed

emissions of total AUM.

11

Financed emissions refers to the portion of gross emissions of the investee
attributed to the investments made by the entity on behalf of a third party
which falls under Scope 3: category 15 (investments) in accordance with

the GHG Protocol Corporate Value Chain (Scope 3) Standard.
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1.1.1 Gross emissions are the GHGs emitted into the atmosphere before
accounting for offsets and credits that have reduced or
compensated for emissions.

1.2 The description shall include the allocation method used to attribute the
entity’s share of emissions in relation to the size of investments.

1.3 The description shall include the approach to collecting underlying
emissions data including its source.

14 The entity shall disclose if the source data has been verified by a third
party, where possible.

1.5 The entity shall describe the use of estimations, proxies or assumptions.

[
[e)]

If the entity is unable to include GHG emissions of an investee or
counterparty, it shall state the reason for the omission such as, for
example, because it is unable to establish a faithful measure.
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Commercial Banks

Industry Description

Commercial banks accept deposits and make loans to individuals and corporations as
well as engage in lending for infrastructure, real estate, and other projects. By providing
these services, the industry serves an essential role in the functioning of global
economies and in facilitating the transfer of financial resources to their most productive
capacity. The industry is driven by the volume of deposits, quality of loans made, the
economic environment, and interest rates. It is further characterized by risk from
mismatched assets and liabilities. The regulatory environment that governs the
commercial banking industry saw significant changes in the wake of the financial crisis
of 2008 and continues to evolve today. These and other regulatory trends have the
potential to impact shareholder value and sustainability performance. Commercial banks
with global operations must manage new regulations in multiple jurisdictions that are
creating regulatory uncertainty, particularly around consistent application of new rules.

Note: The SASB Commercial Banks (FN-CB) Standard addresses “pure play” commercial
banking services, which the SASB recognizes may not include all the activities of
integrated financial institutions, such as investment banking and brokerage services,
mortgage finance, consumer finance, asset management and custody services, and
insurance. Separate SASB accounting standards are available that address the
sustainability issues for activities in those industries.
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Sustainability Disclosure Topics & Metrics

Table 1. Sustainability Disclosure Topics & Metrics

UNIT OF

Incorporation  Description of approach to incorporation Discussion FN-CB-410a.2
of Environ- of environmental, social, and and Analysis

mental, governance (ESG) factors in credit

Social, and analysis

Governance

Factors in

Credit

Analysis

Table 2. Activity Metrics

UNIT OF
ACTIVITY METRIC CATEGORY MEASURE CODE

(1) Number and (2) value of checking and savings Quantitative Number, FN-CB-000.A
accounts by segment: (a) personal and (b) small Presentation
business currency

20 Note to FN-CB-000.B — Mortgage loans as well as revolving credit loans shall be excluded from
the scope of disclosure.
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Incorporation of Environmental, Social, and Governance Factors
in Credit Analysis

Topic Summary

As financial intermediaries, commercial banks contribute to significant positive and
negative environmental and social externalities through their lending practices.
Therefore, environmental, social, and governance (ESG) factors can have material
implications for the underlying companies, assets, and projects that commercial banks
lend to across a range of industries. It is therefore increasingly necessary for companies
to examine ESG factors when determining the quality of collateral. Commercial banks
also have the potential to enable positive environmental and social externalities and to
generate significant revenue streams through their lending practices. Commercial banks
that fail to address these risks and opportunities could face diminished returns and
reduced value for shareholders. Commercial banks should subsequently disclose how ESG
factors are integrated into lending processes and the current level of portfolio risk
associated with specific sustainability trends. In particular, investor and regulatory
pressure is mounting for banks to disclose how they address climate change related risks.

Metrics

FN-CB-410a.2. Description of approach to incorporation of environmental, social,
and governance (ESG) factors in credit analysis

1 The entity shall describe its approach to the incorporating environmental, social,
and governance (ESG) factors into its credit analysis.

1.1 The definition of incorporation of ESG factors is aligned with that of the
Global Sustainable Investment Alliance (GSIA) and includes the use of ESG
information in the investment decision-making processes.

1.2 Examples of ESG factorsfissues are provided in the PRI Reporting
Framework — Main definitions 2018, section “ESG issues.”

1.3 Credit analysis is defined as method to calculate the creditworthiness of a
business or organization, i.e., their ability to honor debt obligations, which
seeks to identify the appropriate level of default risk associated with
financing such business, organization, or project.

2 The scope of disclosure shall include commercial and industrial lending as well as
project finance.

3 The entity shall describe policies that determine its approach to the incorporation
of ESG factors in credit analysis.

4 The entity shall discuss how it incorporates ESG factors when estimating credit
losses over the contractual term of the entity’s financial assets.

5 The entity shall describe its approach to implementation of the aspects of the
entity’s ESG incorporation practices.

5.1 The discussion shall include, but is not limited to:
5.1.1 Parties responsible for day-to-day incorporation of ESG factors

5.1.2 Roles and responsibilities of employees involved
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5.1.3 Approach to conducting ESG-related research

5.1.4 Approach to incorporating ESG factors into assessing
creditworthiness of borrowers

The entity shall describe its oversight/accountability approach to the
incorporation of ESG factors.

6.1 The discussion shall include, but is not limited to:
6.1.1 Formal oversight individuals and/or bodies involved
6.1.2 Roles and responsibilities of employees involved
6.1.3 Criteria used in assessing the quality of ESG incorporation

The entity shall discuss whether it conducts scenario analysis and/or modeling in
which the risk profile of future ESG trends is calculated at the portfolio level of
commercial and industrial credit exposure.

71 ESG trends include, but are not limited to, climate change, natural
resource constraints, human capital risks and opportunities, and
cybersecurity risks.

The entity shall discuss ESG trends that it views as broadly applicable in terms of
their impact on sectors and industries, as well as the trends it views as sector- or
industry-specific.

8.1 The entity may further provide the discussion in the context of geographic
exposure of its commercial and industrial credit portfolio.

The entity shall describe significant concentrations of credit exposure to ESG
factors, including, but not limited to, carbon-related assets, water-stressed
regions, and cybersecurity risks.

The entity shall describe how ESG factors are incorporated in the assessment of
and influence the entity’s perspectives on:

10.1  Traditional macroeconomic factors such as the economic conditions,
central bank monetary policy, industry trends, and geopolitical risks that
affect creditworthiness of borrowers

10.2 Traditional microeconomic factors such as supply and demand for
products or services that affect financial conditions and operational results
of borrowers as well as their creditworthiness

10.3  Overall creditworthiness of a borrower
10.4 Maturity or tenor of a loan

10.5 Expected loss, including probability of default, exposure at default, and
loss given default

10.6  Value of posted collateral

The entity may disclose additional quantitative measures related to its approach
to the incorporation of ESG factors in credit analysis, such as:
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11.1  Number of commercial and industrial loans and project finance screened
according to the Equator Principles (EP III) (or equivalent) by EP Category

11.2  Number of loans for which a review of environmental or social risks was
performed, e.g., by the entity’s Environmental and Social Risk
Management (ESRM) group
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Transition Risk Exposure

Topic Summary

Commercial banks’ loans to and investments in carbon-related industries are becoming
inherently and increasingly risky due to evolving regulation and rapid technological

change related to the transition to a low-carbon and climate-resilient global economy.
Heightened risk may emerge for entities in carbon-related industries from the premature
write-downs, or potential ‘stranding,’ of long-lived assets. Borrowers or investees may also
face further financial pressure from increased costs of operations and compliance due to
climate-related risks. Calculating and disclosing the greenhouse gas (GHG) emissions of
counterparties and investees attributed to the loans and investments made by a

commercial bank—i.e., the bank’s ‘financed emissions'—can therefore help users of the
general purpose financial reporting of commercial banks better understand their
exposure to such risks. Commercial banks that fail to manage these transition risks and

associated opportunities through their lending and investing could face diminished
returns and reduced value for investors.

Metrics

FN-CB-1. (1) Gross exposure to carbon-related industries, by industry, (2) total
gross exposure to all industries, and (3) percentage of total gross exposure for
each carbon-related industry

1 The entity shall disclose its gross exposure to carbon-related industries, by
industry.

1.1 For funded amounts, gross exposure is defined as the funded carrying
amounts expressed in the presentation currency of the entity’s financial
statements whether prepared in accordance with IFRS Accounting
Standards or other GAAP.

1.1.1 Carrying amount means the amount before subtracting the loss
allowance, when applicable.

1.2 For undrawn loan commitments, gross exposure is defined as the full
amount of the commitment expressed in the presentation currency of the

entity’s financial statements.

1.3 For derivatives, gross exposure is defined as the contractual amounts to be
exchanged in a derivative for which gross cash flows are exchanged, or the
net amounts in a derivative for which net cash flows are exchanged, as

applicable, expressed in the presentation currency of the entity’s financial
statements.

14 Carbon-related industries are industries responsible for relatively high
direct or indirect GHG emissions.

1.4.1 Carbon related industries include but are not limited to:

+ Qil, Gas & Consumable Fuels

Chemicals, Construction Materials, Metals & Mining, and Paper
& Forest Products
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* Air Freight & Logistics, Airlines, Marine, and Road & Rail

* Automobiles

+ Homebuilding

* Beverages and Food Products

* Electric Utilities, Gas Utilities and Multi Utilities

+ Real Estate Management & Development

1.4.2 The entity shall use the Global Industry Classification Standard
(GICS) 6-digit industry-level code for classifying counterparties.

1.4.2.1 The entity shall use the latest version of the classification

system available at the date of reporting.

1.4.3 The entity shall disclose the classification standard used if different
from GICS.

The entity shall disclose its gross exposure to all industries.

The entity shall disclose the percentage of total gross exposure for each carbon-

related industry.

3.1

The entity shall calculate the percentage by dividing its gross exposure to

each carbon-related industry by the total gross exposure to all industries.

The scope of disclosure includes but is not limited to loans, project finance, bonds,
equity investments and derivatives.

4.1

Undrawn loan commitments to carbon-related industries shall be disclosed
separately.

4.1.1 For undrawn loan commitments, the entity shall separately

calculate the percentage by dividing the full amount of undrawn
loan commitments to carbon related industries by the full amount

of undrawn loan commitments to all industries.

The entity may additionally calculate and disclose gross exposure to other
asset classes.

4.2.1 In such cases, the entity shall include an explanation of why the

inclusion of those additional asset classes provides more relevant

information to primary users of general purpose financial
reporting.

FN-CB-2. Percentage of gross exposure include