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Agenda

1. Board governance

Management oversight

Examples of governance disclosure
Challenges and complexities

Best practice approaches
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We will reserve 15-20 minutes to answer questions at the
end of the webinar. Please submit them at any time during
the webinar with the Q&A button, and we will address as
many as we can.
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Board governance
of climate-related
Issues




Climate governance is reflective of good governance

Corporate governance framework Top 10 risks over next 10 years (likelihood)

Source: World Economic Forum

Environmental
Extreme weather
Climate action failure
Natural disaster

Strategy and Biodiversity loss
planning Human-made environmental disasters

Technological
Data fraud or theft

Cyberattacks
Societal

Water crises
Geopolitical
Global governance
Failure

Economic
Asset bubble
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Climate risk and board responsibility

Key questions:

1. What role are boards of directors
playing in the oversight and
management of climate-related risks
and opportunities?

2. What is the board’s role regarding
oversight of disclosure/public
disclosure requirements related to
climate change?

[_____J
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Main roles of the board

Exercise care
and
reasonable
judgement

Oversee best interests of the corporation
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Need to transition:

Significant cuts required to meet goals of Paris Agreement
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https://climateactiontracker.org/documents/507/CAT_2018-12-11_Briefing_WarmingProjectionsGlobalUpdate_Dec2018.pdf

Physical impacts occurring now and will accelerate

Catastrophe-related insured losses (1970-2019)

in USD bn,

1970 1975 1980 1985 1990 1995 2000 2005 2010 2015

B Earthquakes/tsunami mm Weather-related Man-made == 10-year moving average total insured losses

Source: Swiss Re Institute
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Impacts:

« Extreme weather events

» Sea level rise / flooding

* Droughts and extreme heat
« Resource availability

« Demographic shifts

Do plans consider short and
longer-term implications for

* Human health and wellness
« Labor capacity

* Productivity losses



https://www.swissre.com/media/news-releases/nr-20191219-global-catastrophes-estimate.html

A director owes a duty of care
The choices we face now

) U Se Ca r’e a n d d i I ig e n Ce Of a Business-as-usual Some mitigation Strong mitigation ‘Aggressive’ mitigation

Emissions continue Emissions rise to Emissions stabilize at half Emissions halved

reasona b I e p erson | ns | m | I ar rising at current rates 2080 then fall today's levels by 2080 by 2050

RCP 8.5* RCP 6.0 RCP 45 RCP 2.6
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 Act honestly / in good faith
 Personal beliefs and interests

are not that relevant
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falling before end
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“Directors must put climate

change on the board agenda” g —
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irreversible change
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https://www.fsb-tcfd.org/wp-content/uploads/2017/06/FINAL-TCFD-Technical-Supplement-062917.pdf

Fiduciary duty requires climate change considerations

FIDUCIARY IDJU
THE

IN

2015: “Failure to consider long-
term investment value drivers,
which include [ESG] issues, in
investment practice is a failure
of fiduciary duty”
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FINAL REPORT of HANSELL ELE
the EXPERT PANEL
on SUSTAINABLE
FINANCE
PUTTING
CLIMATE
CHANGE RISK
ON THE
BOARDROOM
TABLE
B St Canadi
2019: Acknowledged adequate 2020: Fiduciary duty considers
discharge of the Fiduciary Duty the long-term interests of the
includes climate change-related corporation, which includes
considerations. climate considerations
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https://law-ccli-2019.sites.olt.ubc.ca/files/2020/06/Hansell-Climate-Change-Opinion.pdf

Management
oversight of climate-
related issues




Management's role

* Access to relevant information
* Assessing & managing

e Climate risk

 Climate-related opportunities

* Preparing and certifying

disclosure (TCFD)
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Management governance: implementation & reporting

W

Reporting




Examples of
governance
disclosure




TCFD examples - governance

Disclose the organization’s
governance around climate-
related risks and opportunities

Recommended disclosures

a) Describe the board’s oversight
of climate-related risks and
opportunities

b) Describe management’s role in
assessing and managing
climate-related risks and
opportunities

Source: TCFD

2020 Mantle314 Inc. All rights reserved.

© | You've likely already started

Most well-run orgamizations are further ahead than they might think. You

O
éy probably have about 40% of this stuff already, it's just not called ‘climate

changea”

L=

TCFD works internally too
r‘_;gb Don't be afraid to use the TCFD framework to do intermal work - you don't

have 1o report it all publicly at once

 Governance is both the easiest and
seemingly the hardest disclosure

» This is looking for two things:
« HOW the governing body is INFORMED

« HOW the governing body ACTS on that
information

Source: Task Force on Climate-related Financial Disclosures Overview, March 2020, p. 20
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Example: Board governance
Tiger Brands

Figure 31
Excerpt from Sustainability Report:

Environmental Management

At board level, the risk and sustainability committee provides strategic guidance and leadership on climate change
and environmental issues, and oversees implementation and revision of our environmental policy. Operational <€
execution of the strategy and management of the environmental system rests with the group manufacturing
excellence department.

Our environmental policy statement was approved three years ago. In it, we commit to identifying environmental
and climate-change risks, taking action to address weaknesses, forging strong relationships with relevant
stakeholders, developing and implementing a sustainability strategy, striving for continuous improvement, and
reporting to the board through relevant committees. We also commit to set targets, and monitor, measure and
report on our environmental scorecard against key performance indicators. The policy statement is available on the
Tiger Brands intranet and website. Our manufacturing distribution operations will conduct policy training for all
relevant employees and suppliers.

Source: Middle East and Africa: Tiger Brands Limited, Sustainable Development Report 2018, p. 18
Excerpt from 2019 TCFD Status Report

2020 Mantle314 Inc. All rights reserved. 17


https://www.tigerbrands-online.co.za/reports/ir-2018/sd/index.php

Example: Management governance

Ontario Teachers’ Pension Plan

Our approach to climate change, which is reviewed and approved by
the Chief Executive Officer (CEQ), is integrated into our overall
investment strategy.

All executive and senior managing directors in Investments are
accountable to the Chief Investment Officer (ClO) for developing an
approach to managing climate change risk for the assets under their
management. This includes leveraging our LCE Transition
Framework and other tools and expertise as needed. The
incorporation of ESG risk management (including climate-related

risks) is a component of the corporate and departmental scorecards
that are used to assess performance and determine compensation.

Our portfolio managers are responsible for the identification,
assessment and management of material ESG risks and
opportunities, including climate change, in their investments.

Our Responsible Investing team, which reports to the Chief Risk

and Strategy Officer, as well as a cross-departmental climate
change working group, support the Investment teams in the

2020 Mantle314 Inc. All rights reserved.

assessment, management and reporting of material climate-related
issues.

As part of the investment approval process, our investment committees
review deal documents prepared by the investment teams that include
discussions of climate change and other material ESG factors. Senior
investment staff receive updates on plan-wide, climate-related
initiatives and their progress.

The Plan also has an ongoing speaker/education series. In 2017, this
included Dianne Saxe, former Environmental Commissioner of Ontario,
and Paul Polman, former CEO of Unilever and widely recognized for
integrating ESG considerations into business strategy. In 2018, we had
two educational sessions on strategic topics: one covered oil demand
peak and implications to the global economy and was provided by
Peter Tertzakian, Executive Director of ARC Financial and an oil
specialist from Bloomberg New Energy Finance. The second session
deliberated how climate change impacts our fiduciary duty and the role
of directors. The session was administered by fiduciary duty subject
matter experts from the University of British Columbia and Osgoode
Law School.

Source: Ontario Teachers’ Pension Plan 18



https://www.otpp.com/documents/10179/859251/Climate+Change+Report+2018/152d6724-3d35-4f69-8971-641ec13ed737

Challenges &
considerations




Challenges

« The complexities of large
organizations and how this impacts
governance. E.g.:

Chief Executive Officer

 Who is charged with keeping an
eye on climate-related

governance? : : : :
Chief Chief Chief Chief
Operating Financial Marketing Information
 The emergence of cross-functional el Officer Officer Officer
working groups related to climate
governance

« Trends around keeping your board
informed

2020 Mantle314 Inc. All rights reserved. 20




The Pacific Gas and Electric Company (PG&E)

Physical risk

Chronic

-

PG&E SPARKED AT LEAST 1,500
CALIFORNIA FIRES. NOW THE
UTILITY FACES COLLAPSE.

Wall Street Journal, January 2019

2020 Mantle314 Inc. All rights reserved.

Financial
impacts

PG&E IS JUST
FIRST OF MANY.
CLIMATE CHANGE
BANKRUPTCIES
Forbes, January 2019

T N :

PG&E PLEADS GUILTY
TO 84 COUNTS OF;:
MANSIAUGHTER IN
CAMP FIRE CASE

New York Times, June 2020

21


https://www.wsj.com/articles/pg-e-sparked-at-least-1-500-california-fires-now-the-utility-faces-collapse-11547410768
https://www.nytimes.com/2020/06/16/business/energy-environment/pge-camp-fire-california-wildfires.html
https://www.forbes.com/sites/chunkamui/2019/01/24/pge-is-just-the-first-of-many-climate-change-bankruptcies/

Climate litigation:

Lawsuits against boards & directors are increasing

According to analysis from Columbia Law
School and the London School of Economics,
there have been almost 1,400 climate-related
lawsuits around the world

Notably, there has been a significant increase in
global climate-related litigation the past 15 years

Claims brought by investors against
corporations for failing to account for possible
climate-related risks, or for failing to disclose
climate-related risks are increasing. Recently,
these claims have begun targeting boards

2020 Mantle314 Inc. All rights reserved.

Niﬂl ! % Source:
T al Stanford University

As the impacts of climate change continue to
disrupt lives and upend livelihoods,
governments and corporations will face
increasing pressure to respond to climate
change or be forced to respond through
litigation.

22


https://earth.stanford.edu/news/precedent-climate-change-litigation

Momentum from finance community & regulators

June 2017

Task Force on
Climate-Related
Financial Disclosure

April 2019

Network for
Greening the
Financial System

June 2019

The Bank of
England’s Prudential
Regulation Authority

October 2019

Mark Carney warns
major corporations
have 2 years to

March 2020

The Principles for
Responsible
Investment (PRI)

|
1 1 1 1 1
1 1 1 1 1
1 1 1 1 1
1 | 1 1 1
| | | |
: (TCFD) publishes i (NGFS) releases : stress tests general : agree rules for ! make TCFD-
i recommend-ations i recommendations for I and life insurers for I reporting climate I recommend reporting
| for mainstream : Central Banks and : climate change risk | risks before global | mandatory for PRI
[ financial reporting I Financial Sector to [ [ regulators devise [ signatories
: | help facilitate a quick : . their own and make '
: : and smooth transition : | them compulsory |
| | to a low-carbon I I |
I | economy I I I
1 1 1 1 1
1 1 1 1 1
o ) ® o ® o o o L o >

Release of CSA Staff
Notice 51-358:
guidance to assist in
identifying and
disclosing climate

International
Organization for
Standardization (ISO)
begins work to on
global sustainable

Release of Canadian
Securities
Administrators (CSA)
Staff Notice 51-354:
review of climate

European Central
Bank (ECB) will
expect banks to
assess and disclose
climate and

European
Commission
publishes guidelines to
improve how firms
report climate-related

1
1
1
|
1
1
1
:
|
commitment to |
1
1
1
|
1
1
1
1
1

disclosure and information change-related risks finance rules environmental risks
in line with the TCFD
develop guidance and Non-Financial
Reporting Directive as
early as the end 2020
April 2018 June 2019 August 2019 December 2019 May 2020

[_____J
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Best practices




Building climate confidence

2020 Mantle314 Inc. All rights reserved.

Climate
“Tone from
the top”

i
0-0
Engagement

Position statements
Working groups
Education across functional teams
Celebrating innovation and best practices
Linking climate goals to compensation
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Upcoming events

Training September 10, 2020, 1 pm:
Learn how the Task Force on Climate-related Financial Disclosures (TCFD) is chanqging

the reporting landscape with Kevin Quinlan & Anton Tabuns, hosted by Jeff Horlor

Training September 15, 2020, 9 am:

Learn how embodied carbon will change the green building industry with Ryan Zizzo &
Larissa Sequeira

Responsible Investor Digital: Canada 2020, September 15, 2020

Canadian leadership on ESG integration in global markets with Joy Williams

Global banking sector alignment with climate targets and what it means for Canadian
banks with Laura Zizzo

2020 Mantle314 Inc. All rights reserved.
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https://mantle314.ticketspice.com/intro-to-climate-disclosure-sept-2020
https://mantle314.com/about-us/kevin-quinlan/
https://mantle314.com/about-us/Anton-tabuns/
https://mantle314.com/about-us/jeff-horlor/
https://mantle314.ticketspice.com/introduction-to-embodied-carbon-life-cycle-assessment
https://mantle314.com/about-us/ryan-zizzo/
https://mantle314.com/about-us/LARISSA-SEQUEIRA/
https://na.eventscloud.com/website/14945/home/
https://mantle314.com/about-us/joy-williams/
https://mantle314.com/about-us/laura-zizzo/

We look forward to helping your business gain a competitive
advantage as we transition to a climate-resilient economy

Email us at info@mantle314.com

e 1255 Bay St., Suite 801, Toronto, ON, M5R 2A9
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Mantle314 is a dedicated climate change consultancy

our services

Educate: Deliver expert training and bring
the latest developments and data to boards,
executives and employees.

|dentify: Discover climate-related risks and
opportunities unique to your business.

) @&

Strategize: Provide solutions and strategies to
build your corporate resilience.

Equip: Prepare your teams to make smart
business decisions and seize climate-related

opportunities!

Q
Q P<
O

our focus

Mission: We shine a light on climate risks and opportunities
to help organizations stay ahead of the curve, support the
transition to a low-carbon economy and adapt to impacts.

Experience: Our team has unparalleled climate-related
business experience — a multi-disciplinary team of lawyers,
business consultants, financial experts and engineers.

Value Proposition: We translate climate change for
businesses. We bridge the gap between law, engineering,
technical innovation and real-world decision-making.

Growing Discipline: We help train and work with companies
to comply with climate reporting requirements, such as
TCFD recommendations.

29

2020 Mantle314 Inc. All rights reserved.



