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" Coalesce the industry around a
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(O What makes a credible transition?

O Increasing regulation around credible transitions

So how are we approaching the lack of data and enable
credible transition planning?
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Input provided by

Lana Ollier

Co-Head Regulatory Advisory
lana.ollier@ecofact.com

+41 58 520 20 16

About Lana

About ECOFACT iomciroe | o= |

_+  ECO:FACT

We have over 20 years of expertise in
helping clients navigate ESG risks and
opportunities. ey Il

ECOFACT offers risk management solutions as well as monitoring
and implementation of regulatory developments pertaining to
corporate responsibility and sustainable finance.


mailto:lana.ollier@ecofact.com
https://www.ecofact.com/blog/author/lana-ollier/
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Growing regulatory attention

Jurisdictions with the most developments in
2022

1950 S 1048 @ +410

Compared to 2019, regulatory
developments increased by:

+ 50%
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What makes a credible corporate transition plan?

A credible commitment: A credible commitment to meet science-based targets, including near-term (interim) targets.

Reporting: Commit to transparent and regular reporting on progress toward targets, striving for data completeness, especially
verified Scope 1, 2, and 3 accounting.

Target setting: Concrete targets and actions to meet these targets. Transition planning is embedded in the company’s business
strategy, taking into consideration industry-specific information. The plan is periodically reviewed and updated.

Governance: Board-level oversight of the transition plan and targets, and clearly assigned responsibilities to enable the delivery of
both plan and targets.

Scenario analysis: A credible transition plan should be supported by robust scenario analysis.

Actionable: Articulate specific initiatives and actions that the companies will undertake to execute the transition plan.

EDMC ESG Regulatory Update Webinar « March 2023
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Who is usually addressed?
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Framework

CFD Regulations

International Sustainability
Standards Board (ISSB)

Sustainability Standards

Corporate Sustainability
Reporting Directive
(CSRD)/ESRS

US Securities and Exchange
Commission (SEC)

Swiss Code of
Obligations/Climate
Reporting Ordinance

First
disclosure

Effective since 2022

2024

2025

2024
(phased in until
2028)

2025
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Non-financial
report



ECOIFACT

How do we bridge the data gap?

KEY POLICY MESSAGES

Rapid convergence towards a common and
consistent set of global disclosure standards.

DISCLOSURES
Available,

reliable and

comparable
data

TAXONOMIES

Development and transparent use of labels
and methodological standards.
Work towards a common set of well-defined
and decision-useful metrics

CONSISTENT METRICS, LABELS AND
METHODOLOGICAL STANDARDS

Taxonomies

Source: Progress report on bridging data gapa
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Global regulatory Developments and Corporate Responsibility Regulation
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Proposed or adopted ESG disclosuré
. obligations with mandatory transition
planning

. Mandatory ESG disclosure obligations

Taxonomy adopted or proposed

0 Mandatory ESG disclosure and taxonomy

EDMC ESG Regulatory Update Webinar « March 2023

11



ECOIFACT

What does it look like in practice?

Transition plan indicators:

Board oversight

Incentives for management
Climate-related scenario analysis
Incentives for management

Climate risks & opportunities & their
influence on financial planning

Percentage/share revenue aligned
with 1.5°C

Supplier engagement strategy

Low carbon products and services
Policy engagement

Transition plan aligned with 1.5°C
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Climate risks & opportunities in
strategy

Risks with financial and strategic
impact

Exposure to climate-related risks

Opportunities with financial and
strategic impact

Opportunities with financial and
strategic impact
Reasoning for opportunities

Absolute emission targets and
progress

Intensity emissions targets and
progress

Net-zero targets

Scope 1/2/3 CO2e and
verification

Figure 2. Industry breakdown across disclosure tier - climate transition plan indicators

Apparel @

Biotech, health care & pharma
Financial services

Food, beverage & agriculture @

Fossil Fuels @
Hospitality
Infrastructure
International bodies
Manufacturing
Materials

Power generation @
Retail

Services

Transportation services

10% 20% 30%

457

479

662

1038

271

m
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1670

228

870

930

2000

Percentage

40% 50% 60% 70% 80%

3717

4000

Number of organizations

Some . Many . All

6000

Total organizations

100%

8000
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So how are we approaching the lack of data and enable credible transition planning?

The EU Commission’s ESAP
proposal and related regulatory
changes are expected to go to a
vote in the EU Parliament after the
EU Commission, Parliament, and
Council finish negotiating the final
text. The ESAP is supposed to be
established by Dec. 31 2024.

ESRS general

@ standards will be

adopted

7 The ISSB's IFRS S1 and IFRS

v The first two TSC under ™
\J/S2 will become effective.

vl the UK's taxonomy are
expected to be finalized.

Japan'’s Financial Service Agency

Non-financial
companies start
disclosing KPIs in

(FSA) publishes the status of
endorsement by evaluation
providers and data providers for

GFANZ is expected to

- The CDP will incorporate
@ﬁlaunch the net-zero data

([//the ISSB requirement into

line with the EU it's Code of Conduct for ESG public utility ~ its disclosure platform.
taxonomy. Evaluation and Data Providers.
Q1 2023 Q2 2023 Q3 2023 Q4 2023 Q1 2024

The ISSB will create a guidance framework

Following a Call for Evidence on ESG ratings,

for companies on aligning with IFRS S2
when measuring Scope 3 GHG emissions
(incorporating the use of estimation)

EFRAG plans to develop and XBRI._ N the ESMA will continue to support the EC in
Taxonomy of the European Sustainability @their assessment of the need for introducing
Reporting Standards (ESRS) regulatory safeguards for ESG ratings.
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About ECOFACT

We have over 20 years of expertise in creating solutions that
help financial sector participants manage ESG issues and
risks.

The Policy Outlook

Our continuously updated analysis of regulatory changes
pertaining to sustainable finance and corporate
responsibility.

The ESG Risk Quarterly

A quarterly overview of the most relevant developments in
ESG risk management.
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ECO:FACT Policy Outlook

The document explicitly requires: HeRe !

Dusthourd My Poly Outlock = Iaives +  Resources +

High-isk sectors

' T e —— _
,,,,, [ -
New tools & d:

e H

Our advisory services help you by:

— making sure that you know what needs to be done
— focusing on key action items by prioritizing them

— finding pragmatic, cost-efficient solutions for the
implementation of regulatory requirements
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