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Objective and Overview
Objective of ESRS E1

Specify Disclosure Requirements (DR) which will enable
users of sustainability reporting to understand:

A. How the undertaking affects climate change in terms of positive and negative material actual or
potential impacts

B. The undertaking’s past, current and future mitigation efforts in line with the Paris Agreement and
limiting global warming to 1.5°C

C. The plans and capacity of the undertaking to adapt its business model(s) and operations in line with
the transition to sustainable economy and to contribute to limiting global warming to 1.5°C

D. Any other actions taken and the result of such actions to prevent, mitigate or remediate actual or
potential adverse impacts

E. The nature, type and extent of the material risks and opportunities related to the undertaking’s
impacts and dependencies on climate change and how it manages them

F. The effects of climate-related risks and opportunities on the undertaking’s development,
performance, position over the short, medium and long term and its ability to create enterprise value in
the short, medium and long term
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Objective and Overview

Content of ESRS E1

STRATEGY (complemented by ESRS 2) IMPLEMENTATION PERFORMANCE MEASURES

DR E1-1: Transition plan for climate change
CSRD ISSB
US SEC*

AG on ESRS 2-SBM4: Resilience of strategy

and business model B ISSB
US SEC

AG on ESRS 2-GOV 4: Climate-related

mitigation

remuneration

AG on ESRS 2-GOV 4: Internal carbon pricing

ISSB
US SEC

AG on ESRS 2-IRO 1 and 2: material climate-
related impacts, risks and opportunities

*only financial materiality

schemes

DR E1-2: Policies implemented to
manage climate change mitigation and

CSRD

adaptation

DR E1-3: Measurable targets for climate
change mitigation and adaptation

CSRD ISSB
US SEC

DR E1-4: Climate change mitigation and
adaptation action plans and resources

csRD* | IssB*

* only selected requirements
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Energy
E1-5: Energy consumption & mix

SFDR
[ SFDR |

E1-6: Energy intensity per revenue
GHG emissions / removals
SFDR ISSB e

ISSB e
ISSB US SEC

E1-7: Scope 1 GHG emissions
E1-8: Scope 2 GHG emissions
E1-9: Scope 3 GHG emissions
E1-10: Total GHG emissions

E1-11: GHG intensity per net turnover
E1-12: GHG removals
E1-13: Carbon credits
Optional E1-14: Avoided GHG emissions from products and

services

Financial effects

E1-15: Financial effects from physical risks
E1-16: Financial effects from transition risks
Optional E1-17: Financial opportunities

*in recital 41
** indirect link
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Deep dive on selected Disclosure Requirements
DR E1-1 Transition plan for climate change mitigation

ELEMENTS

Alignment of GHG emission reduction targets with limiting global “..the Undertaking is expected to provide a
é;ﬁ warming to 1.5°C high-level explanation on how it will adjust
Eet Decarbonisation levers identified Its Strat-eg.y. and.busmess model to ensure
i@ﬁ and key actions planned compatibility with the transition to a
' climate-neutral economy and with limiting
Financial resources supporting the implementation of the ) o o s ]
=> transition plan of global warming to 1.5°C in line with the
- Paris Agreement ... and shall, where
Locked-in GHG emissions from applicable, refer to and contextualise
key assets and products ] )
: information presented under other
Role of aligning its economic activities with the provisions of the disclosures requirements Of this [draft]
EU Taxonomy »”
standard.
/o\o/' Alignment with overall business strategy, implementation
||||||||| progress, approval by highest governance body
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Deep dive on selected Disclosure Requirements
Conceptual approach to reporting on climate-related risks

ASSESSMENT OF MATERIAL RISKS (AG14 ff)

PHYSICAL HAZARDS g@
TRANSITION EVENTS
A ) RA [ » A

A RI1L » A

Gross risks

Net risks

April 28, 2022 Exposure Draft ESRS E1 6



Deep dive on selected Disclosure Requirements
Role of scenario analysis

(atleast) USE OF HIGH EMISSION SCENARIOS (at least) USE OF 1.5° C SCENARIO

to identify climate-related physical to identify transition events and exposure
hazards and exposure and determine and determine material transition risks
: material physical risks (AG14) , : (and opportunities) (AG14) .
| |
Financial effects from physical risks (DR E1-15) Financial effects from transition risks (DR E1-16)
Resilience to physical risks (AG7) Resilience to transition risks (AG7)
GHG emission reduction target setting (DR E1-3)

SUPPORTING INFORMATION ON CLIMATE-RELATED SCENARIO ANALYSIS (AG19-21)

v" Which scenarios are used, their v" Narrative, time v' Key forces and drivers taken into v" Key inputs and
sources and their alignment with horizons, and consideration in each scenario constraints of
the state-of-the-art science endpoints used and why they are relevant the scenarios
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Deep dive on selected Disclosure Requirements
DR E1-3 — Measurable targets for climate change mitigation and adaptation

“The undertaking shall disclose the climate-related targets it has adopted.”

Reporting on GHG emission

ALL CLIMATE-RELATED TARGETS reduction targets:
- Absolute targets

- Scopel,2and3

GHG EMISSION REDUCTION - No netting of emissions to claim target
TARGETS ) GHE | achievement
DR E1-1 HG removals . ) )
/ Y - From 2025 in 5-year rolling periods
NET ZERO TARGETS . - Science-based?
- Decarbonization levers to achieve
NEUTRALITY CLAIMS THAT targets
INVOLVE THE USE OF CARBON !
CREDITS \
DR E1-13 Carbon credits
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Deep dive on selected Disclosure Requirements
Visualisation of GHG emission reduction targets

Activity Reductions planned in Reductions expected
growth/ scope own operations in value chain
tCO.eq extension « > < >
2025-30 4
Industrial
--"-‘Ep?[gL-Transport -----------------------------------------------------
Efficiency |
Fue Buildings
Switching Energy
Efficiency Industrial
Electri- -
e Use of - XX%
fication Renewables
Supply Chain
Decarbonistion
Efficiency in 1.5°C-aligned reference target value
products use
phase Decarbonisation
of electricity mix
in operating
countries
GHG emission reduction targets Net zero targets
Base year Target year 2050
2025 2030
GHG removals
from own
operations,
value chain
April 28, 2022 Exposure Draft ESRS E1
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Deep dive on selected Disclosure Requirements
DR E1-9 Scope 3 GHG emissions

METHODOLOGY FOR SCOPE 3 GHG EMISSIONS PRESENTATION

Screen Scope 3 GHG emissions based on the 15 Scope 3 categories Upstream purchasing
from the GHG Protocol to identify significant categories based on
magnitude of GHG emissions and other criteria
(e.g. based on available screening tools)
. I Calculate or estimate GHG emissions

@
@)

Optional: ICT

¢ 3

in significant Scope 3 categories

Proportionality: update at least every 3 years

Downstream sold
or in case of major change

products

Iy

(e]
o

—1
—

Scope 3 emissions in significant Scope 3 categories Goods transportation

v" Scope 3 GHG emissions from significant categories;

v" % of emissions calculated using primary data;

v" boundaries and calculation methods and tools for each
significant Scope 3 category;

Travels

@)

B W

v' list of Scope 3 categories included in and excluded from the
inventory Financial investments
Every year

April 28, 2022 Exposure Draft ESRS E1 10



Deep dive on selected Disclosure Requirements
DR E1-15 — Potential financial effects from material physical risks

FINANCIAL POSITION FINANCIAL PERFORMANCE

Amount and percentage of Share of current turnover
current net assets at material from business activities at
physical risk material physical risks

Share of assets at material
physical risk addressed

by the climate change
adaptation action plan
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Deep dive on selected Disclosure Requirements
DR E1-16 — Potential financial effects from material transition risks

FINANCIAL POSITION mf FINANCIAL PERFORMANCE | g

Amount and percentage Potential future liabilities, Share of current
of current net assets at for example, originating turnover from business
material transition risk from: activities at material
* Installations regulated transition risk

Share of assets at under an ETS
material transition risk e Carbon credits planned
addressed by the climate to be cancelled within
change mitigation action future
plan * Monetised gross Scope

1, 2 and total GHG

emissions
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ESRS E1, IFRS S2 and SEC rule
Provisional comparison

B FRS

CT SHEET

Exposure Draﬂ Sustainability Ephqdncgmeinf Gn?
raft] European Sustainability Reporting Standard E1 March 2022 andardization o
[Drafi] P ity Rep ] Exposure Draft Climate-Related

Climate change IFRS® Sustainability Disclosure Standard Disclosures

[Draft] IFRS S2 Climate-related Disclosures

Comments to be received by 29 July 2022

The Securities and Exch Ci i d rule o malwmjquunadrrmhr.u
foreign registrant to include certain climate-related infe ion in its and periodic
reports, such as on Form 10-K, including:
+ Climate-related risks and their actual or likely material impacts on the registrant’s business,
strategy, and outlook;
» The regisirant's governance of climate-related risks and relevant risk management processes;
+ The i 'S gas ("GHG") which, for and large
accelerated filers and with respect to certain emissions, would be subject to assurance;
« Centain climate-related financial statement metrics and related disclosures in a note to its audited
financial statements; and
« Information about climate-related targets and goals, and transition plan, if any.

The proposed disclosures are similar to those that many companies already provide based on broadly
accepted disclosure frameworks, such as the Task Force on Climate-Related Financial Disclosures and
the Greenhouse Gas Protocol.

Background

The Commission began efforts to provide investors with mateial information about environmental
risks facing public companies in the 1970s and most recently provided related guidance in 2010. Many
investors are concermned about the potential impacts of climate-related risks to indi

As a result, investors are seeking more |nformanon about me effects of climate-related risks on a
company's business to inform their also have exp a
need for more i and rellable i aboul how aregistrant has addressed
climate-related risks when ing its op and ping its business strategy and
financial plan. The proposed rules are intended to enhance and standardize climate-related
disclosures to address these investor needs. Many issuers currunli)r seek to provide this information
to meet investor demand, but curent and i The
proposed rules would help issuers more efficiently and eﬁecuvely disclose these risks, which would
benefit both investors and issuers.

Content of the Proposed Disclosures

The propesed rules would require a registrant to disclose information about:

e The oversight and governance of climate-related risks by the registrant's board and
management;

US. SECURIMIES AND EXCHAMNGE COMMISSION PAGE 1 OF 3

International Sustainability Standards Board EDI2022/52
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Provisional comparison

All three drafts cover congruent elements of climate-related
reporting, including:
— Climate-related governance at different oversight levels

— Processes for identifying, assessing, and managing climate-related
risks and opportunities, integration in risk management

— Effects of climate-related risks and opportunities on strategy and ESRS E1 in addition covers:
business model — Impacts of the undertaking on climate
— Financial effects of climate-related risks and opportunities change
— Capital deployment / resources — More comprehensively climate change
mitigation and adaptation policies and

— Reconciliation with line items in financial statements i
action plans

— Resilience of business model and strategy, scenario analysis
— Energy-related performance

— Transition plan, plans and actions to manage risks measurements (IFRS S2 only in sector
— Internal carbon price metrics)

— GHG emissions Scope 1 and Scope 2 — GHG removals

— GHG emissions Scope 3 — (optional) avoided emissions

— GHG intensity

— Carbon credits
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Provisional comparison

Approach to climate-related reporting and structure:

Double materiality (ESRS) vs. investors focus (IFRS S2 / SEC)
~ ESRS are structured around Strategy (incl. governance and risks / opportunities), Implementation and
Performance, while IFRS S2 (and SEC to a certain extent) is structured around the TCFD pillars: Governance,

Strategy, Risk Management and Metrics

- ESRS sector-specific layer is expected for the 2023 while IFRS S2 already includes SASB sectoral metrics in its
appendix B (also including non-climate-related metrics)

- ESRS E1 aims for consistency with EU regulations, e.g. EU ETS, EU Taxonomy regulation, SFDR, EMAS

- ESRS E1 is generally more granular in application guidance to foster comparability

April 28, 2022 Exposure Draft ESRS E1 15



Provisional comparison

Some technical differences in detail exist, for example:

— Transition plan = E1 relates the transition plan to limiting climate change to 1.5°C, IFRS S2 to target
achievement and SEC foremost to mitigating climate-related risks (transition and physical); legacy assets
vs. locked-in emissions from key assets

— Targets and offsets = E1 is more granular on reporting GHG emission reduction targets, excluding the use
of offsets / carbon credits; E1 provides requirements for reporting on net-zero targets and neutrality
claims

— Carbon price = E1 and SEC require comprehensive contextual information
— Terminology (e.g. impact vs. effects; offsets vs. credits, actions vs. efforts, significant vs. material)

— Potential future financial effects from climate-related risks = gross risks in E1 vs. net risks in IFRS S2; E1
more granular application guidance

— SEC requires disclosure of financial effects from severe weather events, other natural conditions and
transition activities on financial statement metrics, IFRS S2 focus on upcoming year, E1 on future short-,

medium-, and long-term effects
April 28, 2022 Exposure Draft ESRS E1 16



Provisional comparison IFRS S2 and ESRS E1

Main correspondence in
ESRS E1 and ESRS 2

IFRS S2 CLIMATE-RELATED DISCLOSURES

GOVERNANCE

(Par. 4-6) governance processes, controls and procedures used to monitor and manage

climate-related risks and opportunities > ESRS2,DR2-GOV1-4

STRATEGY

significant climate-related risks and opportunities that it reasonably expects could 9 ESRS2,DR-2IRO1and2-RO 2

affect its business model, strategy and cash flows, its access to finance and its cost of > ESRS E1, Climate-related specific application
capital, over the short, medium or long term (see paragraphs 9-11); guidance o,n DR 2-IRO 1. 2-IRO 2

7

ESRS 2, DR 2-SBM 4
the effects of significant climate-related risks and opportunities on its business

model and value chain (see paragraph 12); = ESRS E1, Climate-related specific application
guidance to DR2-IRO 2
the effects of significant climate-related risks and opportunities on its strategy and > ESRS2,DR2-SBM4
decision-making, including its transition plans (see paragraph 13); > ESRSEL, DR E1-1, E1-2, E1-3, E1-4, E1-13
the effects of significant climate-related risks and opportunities on its financial 5
position, financial performance and cash flows for the reporting period, and the ESRS 2, DR 2-IR0 2
gntmpated effects.c.)ver thg short, medlum apd Iopg term—lnclqdlng how climate-related| 5 £grg E1, DR E1-15, E1-16
risks and opportunities are included in the entity’s financial planning (see paragraph 14);
= ESRS 2,DR 2-SBM 4
the climate resilience of its strategy (including its business model) to significant
physical risks and significant transition risks (see paragraph 15). = ESRS EI1, Climate-related specific application

guidance on DR 2-SBM 4 and DR 2-IRO 1
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Provisional comparison IFRS S2 and ESRS E1

IFRS S2 CLIMATE-RELATED DISCLOSURES

Main correspondence in ESRS E1 and other ESRS

RISK MANAGEMENT

(Par. 16-18) process, or processes, by which climate-related risks and opportunities are identified,
assessed and managed

L0 7

ESRS 2,DR 2-IRO 1

ESRS E1, Climate-related specific AG on DR 2-IRO 1
ESRS E1 DR E1-2, E1-3, E1-4

ESRS G1

METRICS AND TARGETS

Par. 21 (a): GHG emissions:

= ESRSEIL DRE1-7 (Scope 1)
(i) absolute gross GHG emissions: (1) Scope 1, (2) Scope 3, (3) Scope 3 emissions; = ERSRE1, DR E1-8 (Scope 2)
(i) its greenhouse gas emissions intensity for each scope = ESRSEL DR E1-9 (Scope 3)
(iii) = ESRSE1], DR E1-10 (Total)
= ESRSE1, DR E1-11 (GHG intensity)
Par. 21 (b): tranS|t.|(.)n r|§ks—the amount and percentage of assets or business activities > ESRS EL DR E1-16
vulnerable to transition risks;
Par. 21.(c). physmal risks—the amount and percentage of assets or business activities vulnerable > ESRS EL DR E1-15
to physical risks;
Par. 2_1 (d):_cllmat(_a—relgted opportunltles—thg amount and percentage of assets or business > ESRS EL DR E1-17
activities aligned with climate-related opportunities;
Par. 21 (e): capital deployment—the amount of capital expenditure, financing or investment = ESRSE1] DRE1l4
deployed towards climate-related risks and opportunities; = Art. 8 Taxonomy disclosure on CapEx
Par. 21 (f): internal carbon prices ... 2 ESRS2,DR2-GOV 4
=» ESRS E1, Climate-related specific AG on DR 2-GOV 4
Par. 21 (g): remuneration ... = ESRS 2,DR 2-GOV 4 862
= ESRS E1, Climate-related specific AG on DR 2-GOV 4
Par. 22 regarding industry-based metrics and relationship with financial statements = ESRS sector standards (set 2)
= Reconciliation requirements in related ESRS E1
performance measures
Par. 22 on climate-related targets 5 ESRSEL DREI1-3

April 28, 2022 Exposure Draft ESRS E1
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EFRAG receives financial support of the European Union - DG
Financial Stability, Financial Services and Capital Markets Union. The
contents of this presentation is the sole responsibility of EFRAG and
can under no circumstances be regarded as reflecting the position of
the European Union.

THANK YOU

EFRAG

Aisbl - ivzw

35 Square de Meels
B-1000 Brussel

Tel. +32 (0)2 207 93 00
www.efrag.org

[=] 71 [a]
=] EAED
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