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“Climate change...is now widely regarded as one of the most serious
challenges the world faces, with consequences that go far beyond its
effects on the environment.” - Tim Flynn
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Preparing for Climate Change

Emerging trends:

Regulatory risk

Congressional affairs: Congress has introduced more than 200 bills,
resolutions and amendments specifically addressing global climate
change and greenhouse gas emissions;

A growing number of States have set greenhouse gas emission
reduction targets: Cut carbon dioxide emissions from electricity
generating units by 10% below 2009 levels by 2019 (Northeast RGGI).

Business response
US Climate Action Partnership: Core principles:

Mandatory approaches to reduce greenhouse gas emissions from
major emitting sectors of 60% to 80% by 2050;

Creating a price signal for carbon, e.g. through cap-and-trade and
tax.
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Preparing for Climate Change

Emerging trends:

US lawsuits

Massachusetts vs. EPA: US Supreme Court recognizes Greenhouse
gas emissions are air pollutants under Title Il of the Clean Air Act;

Claims against business: NY AG subpoena of 5 large power
companies re. undisclosed climate risks.

Disclosure

KPMG

Carbon Disclosure Project: Collaboration of over 300 institutional
investors with more than $40 trillion in assets;

Climate disclosure petition to SEC,;

First agreement to disclose global warming risk.
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Climate Changes Your Business

KPMG's review of the business risks and
economic impacts at sector level
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Four types of risk:

Direct risks

Physical

A B WARNING

Reg ulato ry - This product contains unnecessary

packaging. The only purpose of
which is to become waste and enter

a landfill near you, Please consider

Rep Utati on " a product with a smaller package.

Litigation
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Sector classification:
4 ‘Danger zone’: risk is
markedly greater than
preparedness

Tourism % ‘Middle of the road’: risk
Health care |S roughly matChed tO
preparedness

4 ‘Safe haven’: reasonably
high level of preparedness
for relatively low risks

Transport

relatively low

pss framework

Manufacturing Aviation

Building & Financial sector
real estate

Telecommunications Pharmaceuticals
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Source: KPMG’s Risk
Automotive Prepared ness
Framework

Food & beverages

Insurance
0il & gas

Construction &
materials

Mining & metals

relatively high

Chemicals
Utilities

relatively low —_— relatively high
Perceived level of risk per sector
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Doubling of Corporate Responsibility Reports among
U.S. Fortune 100 between 2005 and 2008
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What is driving reporting?
Ethical considerations are now cited as the

primary driver for reporting
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Source: KPMG 2008
International Survey
of Corporate
Sustainability
Reporting
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An Embedding of Corporate Responsibility
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Internal Corporate Responsibility Programs Mature
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What is driving reporting?

Climate Change is also a leading driver of reporting
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Climate Change in Corporate Sustainability Reporting:

Glass Half Full?
» 56% of the U.S. F100 address the business risks presented by it.

» 42% discuss opportunities.

Fears
* 57% cited physical risks
» 23% cited regulatory risks

» 14% cited reputational risks
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Corporate Responses to Climate Change:

* 41% of the U.S. F100 are members of the Carbon Disclosure Project;
» 38% disclose their carbon footprints;

» 36% discuss reducing energy consumption;

» 26% discuss fuel switching;

» 20% discuss emissions offsets.
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