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e This webinar is being translated into Spanish - access using the button at the
bottom of your screen.

e Ask questions in the Q&A box at the bottom of your screen.
e Arecording will be published on SBTi's YouTube channel.
e The slides will be published on our website.

Show Captions Interpretation
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Introduction

Development of FINZ

FINZ Standard Overview

Next Steps: Consultation + Pilot
Questions and Answers
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“\h Informing the development of the FINZ Standard
FINANCIAL o

INSTITUTIONS METRcS Metrics & Methods Synthesis, released
NET-ZERO STANDARD e alongside the FINZ Standard

Consultation Draft V0.1 |
July 2024

€ wwecssmntagn iy [N

Consultation survey to collect feedback

Building on consultation summary from the draft published June 2023


https://docs.google.com/forms/d/e/1FAIpQLSeiEGwD7XbNK4RRh12Het9Qt0PTHKHTiEEXVeEGIcaIvb3Szw/viewform

Parallel development of near-term and net-zero work

} Increased clarity, usability and ambition

} Fossil fuel-related criteria - feedback on FINT will be used to inform FINZ

2022 2024 N
Pilof(\)/izion FINT 14 FINT 2.0 R
(Clarifications) (Updates: coverage, fossil fuels)
o FINANCIAL
FINT (FI Near-Term Criteria) INSTITUTIONS

NET-ZERO

STANDARD

Version 1.0

Planned for 2025

FINZ (FI Net-Zero Standard)

2022 2023 2024
FINZ Foundations Conceptual Framework Consultation Draft

} Update and expanded framework to improve interoperability with climate finance ecosystem

» Designed inline with the SBTi's Standard Operating Procedure (SOP), bringing increased robustness.
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Option 1: FINZ V1.0 can

be used to cover near

and long-term targets,
or,

Option 2: Fls may use
FINT to set near-term
targets only

FINZ may eventually
replace FINT entirely
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Portfolio alignment
o o Leading outcome-based metric(s):

Percentage of financial flows that are
transitioning or already net-zero achieved
Fls must drive the ®
transformation to
global net-zero
Absolute portfolio emissions
Lagging impact-based metric(s): Total
portfolio emissions attributed to an Fi
2020 2030 2040 2050
\X/P:at does. Fhe Stop financing and facilitating Align financial flows by Ensure all counterparties
15°C ’Fraﬂ.SItIOH new GHG emitting assets ensuring counterparties have have achieved net-zero, All
look like in the transitioned or are remaining residual portfolio
finance sector? transitioning to net-zero emissions are neutralized



Steps to drive progress towards a net-zero portfolio

Actions

Near-term outcomes

Long-term outcomes

Establish good climate
governance

Quantification of climate
impacts

Setting ambitious alignmen
and emissions targets

Comprehensive GHG
emissions accounting

Critical mass of climate
relevant counterparties
transitioning; phase out 1.5C
incompatible activities

Critical mass of
counterparties transitioned;
Portfolio emissions
declining

Target-setting framework that combines outcome and impact based

metrics to drive 1.5°C alignment in the portfolio
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Achieve net-zero
GHG portfolios
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What does a validated FI look like? Sk

TARGETS
. DRIVING AMBITIOUS CORPORATE CLIMATE ACTION
Illustrative FINZ dashboard: Bank
Portfolio Boundary @ Action Metrics
Revenue breakdown
Illustrative 55% Lending Policy Climate Alignment Target Emissions-intensive target
commercial bank 32% Asset Management
3% Capital Market Act. e No Near-term target: By 2030 60% of its lending activities | By 2030 the following sector
10% Other (out-of-scope) deforestation will be climate aligned”. This includes: activities reach 1.5°C-aligned
and conversion - 95% climate alignment of any fossil fuel related | sector benchmarks;
policy activities, as well as Power, Cement and CRE
9 : e No new fossil activities; - Power: 0138 tCO2/Mwh
Focus | Lending | Asset Management fuel financing - Linear increase of 4% per year for all large - Cement: 0.446 tCO2/t
T o policy corporates - CRE: 7.339 kgCO2/m2
30% I o ) o e
| Fossil fuels. power Cement | Residential Mortgage, SME Long-term target: By 20040 at least 95./0 transitioning
ot [ and by 2050 at least 95% net-zero achieved.
1 40% 'l 10%
| .
:_L_aig_e_c_oip_oia_te_s_ 1 OthersMEs Near-term target: By 2030 70% of its asset By 2030 the following sector
management activities will be climate aligned”. This activities reach 1.5°C-aligned
) Aecot M : - 95% climate alignment of any fossil fuel related
| Lending | Asset Managemen activities, as well as Power and CRE activities; - Power. 0138 tCO2/Mwh
‘:.-'._... = 5 E% - Linear increase of 5% per year for all large - CRE: 7.339 kgCO2/m2
&% - GHE T corporates
Financed emissions  : Financial Exposure to : Ratio Fossil fuel Long-term target: By 2040 at least 95_% transitioning
S1+2:  25MtCO2e : value chains of " to Renewable and by 2050 at least 95% net-zero achieved.
S1#2+3: 45 MtCO2e : Oil+ Gas: 22 bn USD : financing
Fossil fuel emissions: Coal 3bnUSD 1195 Capital Markets Activities: not required (<5% revenue)
10 MtCO2e ' '




5 steps proposed to set SBTs

Target setting process overview

2. Establish
portfolio boundary
of in-scope
financial activities

3. Segmentation
based on climate
impact and
influence

1. Establish
organizational

requirements

Key steps

4. GHG Accounting
across all in-scope

activities and FF
exposure

>

5. Actions: Set
policies and
targets

> 4adl
X
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Reporting
beyond of target

validation

©

All financial
activities types
>5% of revenue

The entities within
the reporting
boundary of the

Segment financial
activities to define
respective

organization should be milestones for
addressed: target setting to
prioritize action
- Lending

- Investing (Asset
Owner, Manager)
- Insurance
underwriting

- Capital market
activities

- 2N NS /

\

Disclosure metrics

e Measure
portfolio wide
GHG and
InCrease scope
and quality over
time

e Measure
exposure to FF
and ratio of FF to
renewable
energy financing

2N

Policies and target
metrics

e Climate aligned
financing policies
implemented

e Climate
alignment targets
set

e Emissions
intensive targets
set

/

e Annual reporting
requirements
based on KPIs in
Standard

e Attribution
reporting for
progress tracking

12
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Step 1: Net-Zero commitment and establish organizational BASED _
boundary

Purpose of step 1

1. Identify entity structure (parent, subsidiaries) and
governance processes for overseeing climate

2. Set Net-Zero commitment e Transparency of the entity's
3. Understand which SBTi standards are applicable . g .
activities applying to set

targets
e Consistent approach across
Yy v entities (i.e. common trigger
|ﬁ é ; for all SBTi standards based
ﬁ x :.g: i " i on reven ug threshgtd)
------- e 5 i e Approach in line with
Direct Emissions Value Chain Emissions (S3, | Portfolio Emissions i responsi bilities within
(Scope 1and 2) category 1-14) i (S3 category 15) ! ) )
organization
covered by Corporate FINZ applicable for financial activities when
Net-Zero (CNZ) financial activities represent >5% entity revenue

13
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Step 2: Portfolio boundary is defined based on an

exhaustive list of in-scope activities

1. Establish
organizational
requirements

2. Establish
portfolio boundary
of in-scope financial

activities

Organizational req.

Financial Activity included if it represents
2 5% total revenue:

Lending
(Corporate loans, mortgages, SMEs, project

finance, etc.)

Asset Owner Investing
(Listed /private equity, corporate bonds, real
estates, funds)

Asset Manager Investing
(Listed /private equity, corporate bonds, real
estates, funds)

Capital Markets Activities

(IPOs, public issuance of debt securities, private
placements etc)

Insurance Underwriting
(Primary and re-insurance, commercial and
personal lines)

Portfolio boundary Influence-impact segments Disclosure metrics
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Purpose of step 2:

Exhaustive list of activities to
be covered based on 5%
revenue trigger

Simplified and more holistic
approach for identifying
portfolio boundary
compared to previous
versions

Extended scope (i.e.
insurance underwriting and
capital market activities) to
allow target setting for more
entities

14
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Step 3: Depending on the financial activity the
segmentation focuses on different questions

belonging to the

following sectors listed in
Segment 1

_>
. Case 1: Lending, Insurance Underwriting
Segmentation identifies four groups with priority on 1 and 2
Action prioritized here ~ Migher Climate Impact
1
1 1 I 3
: Large companies I eSMEs belonging to the
i belonging to the I sectors mentioned in 1
| following sectors: energy, : eConsumer loans &
(@ transportation, industry I personal lines: motor
3l and buildings I vehicle or Residential
: I buildings
Reasonable I : Limited
Influence 1 : Influence
: 2 I 4
: 1
J Largecompaniesnot  HNEENIRSTNSESVI=E
: 1
I
1
I
I
1
| I
1

Lower Climate Impact

Organizational req.

Portfolio boundary

SCIENCE
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Case 2 Asset Owner/Manager Investing, Capital Markets

Segmentation centers around whom to target (underlying real

Reasonable
Influence

Influence-impact segments

economy entity or value chain)
Higher Climate Impact

The underlying target for

1A \
: action based on:
|

Sectors: energy, transport,

industry and buildings 1. Role /Asset Ownership

\,‘ 2. Mandate
1B

Financial value chain (e.g.

3rd party managers)

3. Strategy

2

Any other sectors (not
listed in Segment 1)

Lower Climate Impact

15
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Step 4: FINZ proposes three types of disclosure metrics to

establish the climate impact of portfolio
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Purpose of step 4:

e |ncrease overall scope and
quality of Scope 3 GHG data

Portfolio GHG Disclosure
- Measures absolute GHG for high emitting activities
- Increase scope and quality of data over time
- Forfossil fuels: measure methane emissions separately

e Create incentives for
underlying real economy
companies to increase data
quality

e [ocus on fossil fuel related

Fossil Fuel Exposure
- Measures financial exposure to coal
- Measures financial exposure to oil and natural gas

activities, i.e. focusing on
most critical activity for
Net-Zero globally

Fossil Fuel to Renewable Ratio
- Measure the ratio between fossil fuel and renewable
energy financing

Organizational req. Portfolio boundary Influence-impact segments

16
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Step 5 - Policies: FINZ proposes policies as immediate

action items

Actions

_,@_

What
finance

phased out

Organizational req.

climate aligned
financing policies

Portfolio boundary

2 Policy requirements:

No deforestation
policy

i

Fossil fuel
financing policy

£

2 Policy recommendations:

SCIENCE
BASED
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Influence-impact segments

@ext slide

Disclosure metrics

Long-lived high
emitting asset
policy

~——

|
B

Policies on lower
influence
activities

Policy and Targets

17



Step 5 - Targets: FINZ proposes two types of targets for

near- and long-term dimension

SCIENCE

Targets with near-term and long-term dimension

Climate-alignment financing
targets

‘/\/I Establish Portfolio

100% ................................... ’/.
/ -
% AUM /.
2030 2040 2050 or
earlier

Near term: By 2030: 95% of high climate impact transitioning with
linear increase of all large entities to meet 95% transitioning by
2040.

Long-term: By 2050: reach 95% of $ net-zero achieved.

Organizational req. Portfolio boundary

@ext slide

Influence-impact segments

BASED
TARGETS
DRIVING AMBITIOUS CORPORATE CLIMATE ACTION
Set Emissions-intensive
sector targets
Broader range of
) pathways possible
Physical e.g. CRREM
Intensity
(tCO2/unit) o
Q¥
2030 2040 2050 or
earlier
Near term: By 2030: Reach sector-benchmarks (i.e. intensity
targets) for all emissions-intensive sector activities
Long-term:
By 2040: Reach sector-benchmarks (new: homeowners + motor)
By 2050: Reach sector-benchmarks
18
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Focus: Climate alignment targets rely on distinct definitions BASED _
and milestones approach to determine Level of ambition

0 Definition the % of climate-aligned is e Level of Ambition determined based on 5 milestones
calculated based on two types of inputs following the segmentation guidance of step 4. End goal
of reaching 95% net-zero achieved $

Transitioning Net-Zero achieved NT Target X2 at o sporalt o LT Target o5%
nancing a ~Zer
Finance entities and activities Finance of zero carbon or net-zero transeizzning :raisiﬁoni:; ) afhiefeﬁ
that are transitioning e.g. with achieved activities, e.g. with *
SBTs, transition plans taxonomies, emissions metrics R
% financial
. . . flows
How to assess climate-alignment: overarching target
to be calculated using a broader set of metrics (to be
further evaluated and tested during consultation)
2020 2030 2040 2050 or earlier -

Linear-growth in alignment, with 95%
of transitioning of large corporates

19
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When comparing FINZ to previous Fl work (especially FINT BASED

v2) differences can

. . - TARGETS
be clustered into five sections

Scope
FINZ extends the scope of the framework adding
insurance and capital market activities

Coverage
Holistic and simplified coverage approach. 100%
boundary to in-scope activities is applied

Prioritization

Enables action to be focused on highest
e climate impact and most influential financial

activities.

Alignment Metrics & Methods

Consolidates alignment into portfolio level
a financing target, expands the range of eligible

methodologies to increase interoperability

Timeframe
Includes both near-term and long-term target
e established at key milestone years (2030, 2035,

2040, 2050
40, 2050) 0
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Timeline for FINZ Standard Consultation Draft vo.1

‘Global launch
\ webinar
| 22 August

N

/ Stakeholder
| roundtable
. sessions

) \__/

/ Stakeholder
| feedback
\consolidation

N

WE ARE
HERE

Exploring feedback on metrics and methods

July Aug Sept Oct
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Focus areas of the FINZ Consultation Overview

e Entity level-commitments and leadership

SOENGE o  Appropriateness of portfolio boundaries and financial activity segmentation
@ BASED o Inclusion of climate of transition plans and
TARGETS o  Proposed policy level requirements Consultation
FINANCIAL INSTITUTIONS NET-ZER0 e GHG accounting: Exposure and portfolio emissions survey to collect
v0.1 Consultation Survey o Gradual Improvement in the quality and coverage of GHG accounting over time feedback on the
e o Neutralization of portfolio residual emissions draft - please fill
ahispetmmodet e Portfolio climate-alignment targets it out (open until
o by S . o smcndpie o  Conceptual milestone approach to climate-alignment targets overall 20th September
L — o Climate impact and influence to determine target ambition 2024)
Sta‘ie}::z:::/olF\NZStandardrCcr\sultauon Draftvoa O Appropriateness Of SuggeSted metrics
e Emissions-intensive sector targets
o Coverage for suggested activity-specific targets for emissions-intensive activities
o Fitness of eligible activity-level metrics and pathways

e Reporting
o  Appropriateness and granularity of reporting requirements

‘Contact the team on fi_consultations@sciencebasedtargets.org with any questions



mailto:fi_consultations@sciencebasedtargets.org
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THANKYOU

Science Based Targets Initiative is a registered charity in England and Wales (1205768) and a limited company registered in
England and Wales (14960097). Registered address: First Floor, 10 Queen Street Place, London, England, EC4R 1BE.

& sciencebasedtargets.org X @ScienceTargets @ Science Based Targets

SBTI Services Limited is a limited company registered in England and Wales (15181058). Registered address: First Floor, 10
Queen Street Place, London, England, EC4R 1BE. [ /science-based-targets = info@sciencebasedtargets.org

SBTI Services Limited is a wholly owned subsidiary of Science Based Targets Initiative.




