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Foreword

ISO (the International Organization for Standardization) is a worldwide federation of national standards
bodies (ISO member bodies). The work of preparing International Standards is normally carried out
through ISO technical committees. Each member body interested in a subject for which a technical
committee has been established has the right to be represented on that committee. International
organizations, governmental and non-governmental, in liaison with ISO, also take part in the work.
ISO collaborates closely with the International Electrotechnical Commission (IEC) on all matters of
electrotechnical standardization.

The preecedures—tsed—to—developth ment-and-these—ntendedfor-its—further-maintenance are
described in the ISO/IEC Directives, Part 1. In particular, the different approval criteria needed for the
different types of ISO documents should be noted. This document was drafted in acéordapce with the
editdrial rules of the ISO/IEC Directives, Part 2 (see www.iso.org/directives).

Attention is drawn to the possibility that some of the elements of this documéntmay be the subject of
patent rights. ISO shall not be held responsible for identifying any or all suelf patent righfs. Details of
any patent rights identified during the development of the document willbe in the Introdu¢tion and/or
on tHe ISO list of patent declarations received (see www.iso.org/patents);

Any trade name used in this document is information given for the'éonvenience of users gnd does not
consfitute an endorsement.

For an explanation of the voluntary nature of standards; the meaning of ISO specifi¢ terms and
exprgssions related to conformity assessment, as well ‘as’information about 1SO’s adhefence to the
World Trade Organization (WTO) principles in the Techtiical Barriers to Trade (TBT), see wiww.iso.org/
iso/fpreword.html.

This| document was prepared by Technical \€e@mmittee 1SO/TC 207, Environmental management,
Subcpmmittee SC 7, Greenhouse gas management and related activities.

Any feedback or questions on this documrent should be directed to the user’s national standprds body. A
complete listing of these bodies can e found at www.iso.org/members.html.
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Introduction

0.1 The impact of financiers’ actions on the achievement of climate goals

Every financing or investment decision has an impact, whether positive or negative, on the climate

and/

or can in turn be affected by climate change. This dual impact is considered as a “double materiality”,
i.e. how climate change affects the value of a company and how a company’s activities have an impact
on the climate by reducing greenhouse gas (GHG) emissions in the real economy, reducing vulnerability

to the impacts of climate change and increasing resilience.

To achieve t

he goals of the 2015 Paris Agreement(!2] and to maintain stability in the financial system,

the world n4
there is a nqg
assets, assef

eds to transition to a low-carbon and climate-resilient economy. To support this trans
ed to undertake a vast reallocation of the investee capital from high-carbon to low:ca

In addition
area of reng
carbonizatign of GHG emitting industries and sectors as well, as a part of climate\finance contrib
to the mitigation of climate change. Climate transition finance should be €onsidered as finai
for businesges on a transition path towards achieving the ambition of thé Paris Agreement an
reduction tqrget of each country based on the Paris Agreement. While green-investments expand a
borders worldwide, transition pathways aligned with the Paris Agreement can differ from regi
region and from country to country, depending on the industrial structure, and/or the role played i
overall global value chain. Therefore, “financing for a transition” should adopt an inclusive and flg
approach that can be applied to various circumstances of countries and regions without excly
specific sectors, industries or technologies from its scope, and“further details should be considers
each country or region based on its respective circumstanees.

to promoting financing for an already de-carbonized or low carbon activity (e.g. il

Financiers have a key role to play in this transformation because their day-to-day decisiong
influence the behaviour of “investees” (e.g. compani€s, clients, borrowers) in the real economy. Su
influence CE;EI include capital and research and deyelopment expenditure plans, the decision to retii
not) high-carbon assets, or other aspects of corporate strategies. Similarly, financiers can influend
investment
advisors or
consequenc

hsset managers. The day-to-day'decisions of financiers can have both positive and neg
s on the achievement of ¢livhate goals.

Most financ
change. Thej
climate and
unintention
financiers.

ers manage their assets-without an explicit objective or specific strategy related to cli
se financiers’ decisien’s and related actions can affect investees that have an impact o
can be exposed®e‘climate-related risks. Any resulting effect, which can be thought
hl, can have pgsitive or negative consequences both for the climate and for the assets ¢
his documerit refers to these financiers as “financiers without climate objectives”.

In contrast,
or by creatil
“financiers Y

some financiers explicitly aim to support climate goals either by setting explicit objed
g specific strategies related to climate change. This document refers to these financig
vith climate objectives”. These financiers influence investees through “climate actions’

tion,
rbon

s with negative emissions and assets that are resilient in the short, medium and|long tlerm.

h the

wable energy), it is important to promote financing for transition actiens towards the de-

iting
ncing
1 the
Cross
bn to

n the

xible
1ding
ed by

can
th an
e (or
e the

Hecisions of their clients due to their potentially broad-ranging roles as creditors, financial

ative

mate
n the
of as
f the

tives
rs as
that

will lead to
the use

the use

making

Vi

of voting rights associated with share ownership;

of influencing power as creditors;

setting conditionality associated with lending or security issuance;

preferential financing available for targeted activities that face a financing gap;

conducting policy advocacy.

TTitigation of clitmate chrange or entrancentent of adaptatior, inctuding but ot tmmited to:
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The finance sector’s active role in supporting the global concerted efforts to achieve international
climate goals has been acknowledged in Article 2.1c of the Paris Agreementl12] and by the following
non-exhaustive list of organizations and initiatives:

— the United Nations (United Nations Environmental Programme Inquiry, Non-state Actors Zone for
Climate Action platform hosted by UN Climate Change);

— the Organization for Economic Cooperation and Development (OECD):
— the G20 (Green Finance Study Group);

— the European Commission through the Action Plan on Financing Sustainable Growth (2018)[16];
he Guidelines on Reporting Climate-related Information (2019)l1Z], the Non-Finangigl Reporting
irective (2014)118] and the Non-Binding Guidelines on Non-Financial Reporting (20117)12];

— vyarious financial supervisors and central banks across the world who joined forces in the Network
or Greening the Financial System (NGFS);

— the UN Principles for Responsible Banking;
— the UN-convened Net-Zero Asset Owner Alliance.

In thjs context, this document provides principles, requirements and-guidance to define, monitor, assess
and feport on financial institutions’ actions related to climate ehange and their respective ¢ontribution
to the achievement of the climate goals. The framework canbée applied by financiers whp undertake
deliberate climate actions, as well as by financiers without-climate objectives or strategies.

For financiers with climate objectives, the framework is built around the theory of change (TOC)

apprpach, illustrated in Figure 1.

Climate action

) | The consequencg of
Contribute to ~ the outcome of 3
Fhe . The specific financier’s climate
12;egr_rt1:1rt:gnal i?itiati.ve of the The change arising action meaigrihng the
goals based on fma.nmer 0 from the financier’s || The actual extent to which jts
N achieveclimate climate action that action contributps to
mitigation and goals based on infl th measurable the climate goal$ as
adaptation mitigation and ;EV:;I;ZSS ¢ change observed well as improves the
priorities {S@iptation in tl.le. activities or financier’s expogure
") priorities harehold decisions of the to climate-relatdd
1 (cg 2 >narenoider investee, as a financial risks afid
- resolution on result of the 0
(e.g. filing a climate-related outout opportunities
shareholder issues is passed at P -
resolution) the ar.mual general (e.g. shutdown of gi'g‘ ;:i(::t?butl? 1;:)
meeting) coal power plants) tefncls ofa rrfe%:ii ons of
reduced GHGs)

Figure 1 — Theory of change approach

The TOC process depends on defining all of the necessary and sufficient conditions required to bring
about a given long-term outcome and impact. The TOC explains the intended path the climate action
will take to achieve the (expected) impact. This is done by describing the causal linkages between
the objective established by the financier, the climate action the financier plans to take to achieve the
objective, the output(s) of the action and finally the outcome that will lead to the impact.

For financiers without climate objectives, the framework describes how to disclose on the GHG
emissions changes of investees in their financial portfolio and the decisions and actions taken that can
relate to the investees who are responsible for an increase or decrease in emissions.
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0.2 The financial implications of climate change for the finance sector

For the finance sector, both the transition to a low-carbon emission and climate-resilient economy and
the negative impact arising from environmental upheavals and civil society preferences can influence
asset valuation and thus result in risks and opportunities for financiers.

In 2016, the G20’s Financial Stability Board (FSB) initiated a private sector-led group, the Task Force
on Climate-Related Financial Disclosures (TCFD), which explored these climate-related risks and
opportunities and developed a set of high-level recommendations regarding their disclosure of the

assessment and management of climate-related risks and opportunities.

These clima
by many fiy
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issues in its

a) underst

b) contribi

This docun
implemente
indicated fo

Managi
guidand

Underst
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NOTE Se

, the G20 and the NGFS.

e release of the TCFD recommendations in 2017131, a number of methodological, repo
re frameworks have been and are in the process of being produced by various‘organiza
stakeholders to measure and report on climate-related risks and oppontutities.

ext, this document contributes to the implementation of the TCFD:~recommendatior]
b guidance on the disclosure of the identification, assessment and\management of cliy
b and opportunities and related climate actions.

ent can also be used to correlate climate performance and,financial performance.
approach this document

ed, a financier has financial and other objectivessunderpinning its business activitig
limate change, the financier can have different motivations for integrating climate-re
investment and lending processes. Objectives can include, but are not limited to:

anding and managing climate change riSks and leveraging opportunities;
iting to the achievement of climate.goals through the influence they have on investees

ient provides the following® requirements and related guidance for the proc
d to achieve these objectiyés:Depending on its objectives, the financier applies the clg
I the following purposes:

hg climate change risks and leveraging opportunities: Clause 5 provides requirement
e on the identification, assessment and disclosure of climate change risks and opportun

anding its cefitribution to the achievement of climate goals: Clause 6 provides a framewqd
monitor aivd-assess the impact of climate action and estimate the GHG emissions assoc
restment;as well as for financing activities related to investees for which no climate a
d out;

eZAnnex A for a flow chart on the different clauses and subclauses of this document.

i . o . d
ancial regulators and supervisory authorities across the world, including the Eurf;lp
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nate-
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ities.

rkto
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ction

A financier’s business decisions can be driven only by financially related objectives (or at least no
climate objectives). However, these financier decisions can also have an impact on the climate and,
consequently, on the achievement of its climate goals, as well as exposing its business to climate-related
risks. In this instance, the financier shall follow Clause 7 to understand the GHG emissions changes and
trends associated with the investees in its portfolio and Clause 5 for disclosing climate-related risks.

Since the framework can be used for a variety of purposes, and also by financiers without climate
objectives or strategies, it is important to note that conformity does not equate to high ambition or
success with regard to climate actions. Users of the framework are encouraged to observe this caveat in
their reporting to third parties.

Clause 9 recommends verification and validation as the preferred approaches for conformity

assessment.
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Greenhouse gas management and related activities —
Framework including principles and requirements
for assessing and reporting investments and financing
activities related to climate change

1

cope

This|document specifies a general framework, including principles, requirementsyand d
asse$sing, measuring, monitoring and reporting on investments and financingactivitie
to climate change and the transition into a low-carbon economy. The assessment i
following items:

the alignment (or lack thereof) of investment and financing decisions/taken by the fij
low-carbon transition pathways, adaptation pathways, and climate goals;

the impact of actions through the financier’s investment/and lending decisions t

ddaptation (resilience);

the risks to owners of financial assets (e.g. private equities, listed stocks, bonds, loans)
¢limate change.

To sypport the financier’s assessment of the impact of investment and lending decisions, th
provjdes guidance for the financier on how to:

get targets and determine metrics to be used for tracking progress related to the
fransition pathways of investees;

Ietermine low-carbon transition and adaptation trajectories of investees;

ocument the causality orlinkage between its climate action and its outputs, outcomes §

This|document is applicable to financiers, i.e. investors and lenders. It guides their reporti
to the following third\parties: shareholders, clients, policymakers, financial supervisory
and non-governmentalorganizations.

2

Normative references

Therk aré no normative references in this document.

3

uidance for
5 in relation
nhcludes the

lancier with

owards the

dchievement of climate goals in the real economy, i.e. mitigation (greenhouse gas emjissions) and

hrising from

is document

low-carbon

ind impacts.

ng activities
authorities

Terms and definitions

For the purposes of this document, the following terms and definitions apply.

[SO and IEC maintain terminological databases for use in standardization at the following addresses:

ISO Online browsing platform: available at https://www.iso.org/obp

IEC Electropedia: available at http://www.electropedia.org/
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31
climate goals
international long-term goals based on mitigation and adaptation priorities

Note 1 to entry: International climate goals are defined under the Paris Agreement.

Note 2 to entry: The Paris Agreement defines the following mitigation and adaptation goals: a) holding the
increase in the global average temperature to well below 2 °C above pre-industrial levels and pursuing efforts
to limit the temperature increase to 1,5 °C above pre-industrial levels, recognizing that this would significantly
reduce the risks and impacts of climate change (3.2); b) increasing the ability to adapt to the adverse impacts
of climate change and foster climate resilience (3.5) and low greenhouse gas emissions development, in a
manner which does not threaten food production; c¢) making finance flows aligned with a pathway towards low
greenhouse gas emissions and climate-resilient development.

[SOURCE: Paris Agreementl12], Article 2.1]

3.2
climate chdnge
change in cljmate that persists for an extended period, typically decades or longer

[SOURCE: Intergovernmental Panel on Climate Change (IPCC)[15], modified]

3.3
climate change mitigation
human inteifvention to reduce the emission sources or enhance the sinks of greenhouse gases (GH(s)

[SOURCE: IS0 14080:2018, 3.1.2.1, modified — The word “emission” has been added to the definitipn.]

3.4
climate change adaptation
adaptation to climate change
process of afljustment to actual or expected climateand its effects

EXAMPLE Changes to human infrastructure cand/or some natural systems to reduce the impadts of
increased/delcreased rainfall, higher temperatures;scarce water or more frequent storms.

Note 1 to entyy: In human systems, adaptation seeks to moderate or avoid harm to human livelihoods or ekploit
beneficial ec¢gnomic opportunities (3.13).

Note 2 to entfy: In some natural systems, human intervention can facilitate adjustment expected climate apd its
effects.

[SOURCE: I§0 14090:2019;3:1, modified — The term “climate change adaptation” has been madp the
preferred tgrm, the example has been added, and “to human livelihoods” and “economic” have |been
added to Note 1 to entry:.]

3.5
resilience
adaptive capacity (3.6) of an organization in a complex and changing enviranment

Note 1 to entry: Intergovernmental Panel on Climate Change (IPCC)[L3] defines resilience as “capacity of social,
economic, and environmental systems to cope with a hazardous event or trend or disturbance, responding or
reorganizing in ways that maintain their essential function, identity and structure, while also maintaining the
capacity for adaptation, learning and transformation”.

[SOURCE: ISO Guide 73:2009, 3.8.1.7, modified — Note 1 to entry has been added.]

3.6

adaptive capacity

ability of systems, institutions, humans and other organisms to adjust to potential damage, to take
advantage of opportunities (3.13) or to respond to consequences

[SOURCE: Intergovernmental Panel on Climate Change (IPCC)[15]]

2 © IS0 2021 - All rights reserved
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3.7
financier
investor (3.8) and lender (3.10)

3.8

investor

individual or organization holding equity or debt categorized as financial assets, including but not
limited to asset owners (e.g. pension funds, insurance companies), asset managers and banks

EXAMPLE A fund holding an equity share is one of the investors of the company that issued the share.

3.9
investment
allocption of resources to achieve defined objectives and other benefits

Note [l to entry: Investments relate to three different types: a) real assets (e.g. factory, min®€, building); b) financial
assetp (e.g. any form of debt, equity or other financing); c) intangible assets (e.g. assetsvelated to [research and
development).

3.10
lendpr
indiyidual or organization that loans money to a borrower to finance consumption o1 investment
(3.9)} on the expectation of repayment on contractual terms, usuyally within a stated peripd and with
interjest payment

3.11
investee
orgahization other than financiers (3.7) that implemeqts its activities using equity or debt{investments
(3.9)} the latter categorized as liabilities

EXANPLE A company issuing a bond is the investee of the bond investor (3.8).

3.12
client
professional or non-professional stakeliolder of a financier (3.7) that subscribes to its finandial products
(e.g. [nvestment (3.9)/insurance products, savings accounts) or institutional investor (3.8) that uses the
finarfcier’s services

3.13
opportunity
situation from which@urorganization can derive benefit

Note |1l to entry: Ifi/this document, the focus is on opportunities that arise from climate change|(3.2), i.e. the
positjve impacts related to climate change (e.g. new markets, new or improved supply chains, fesearch and
development and technology development)

Note P to entry: Opportunities for an organization can be a result of taking action to adapt to the physical impacts
of clijmate change and to mitigate climate change (e.g. efforts to improve resource efficiency and codt savings, the
adoption and utilization of low-emission energy sources, the development of new products and services, building
resilience (3.5) along the supply chain).

Note 3 to entry: Opportunities for an organization can arise from the implementation of climate policy

Note 4 to entry: Opportunities for an organization can arise from expanding, evolving or emerging markets and
from contributions (3.16) to the organization’s sustainability. Opportunities can include: new products, services,
customers and markets; reputational benefits; supply chain security; improved resilience; improved processes;
and innovation. Opportunities can be identified across value chains and their respective enabling environments.

Note 5 to entry: Climate-related opportunities will vary depending on the region, market and industry in which
an organization operates.

© IS0 2021 - All rights reserved 3
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3.14

share in total financing

quantitative indicator measuring the weight of a financier (3.7) or category of financiers in the total
amount of financing received by an investee (3.11)

Note 1 to entry: Share in total financing can relate to the share in the total debt or total liabilities accounted on
the balance sheet of the investee or the share in the flow of financing received during any defined period of time.

EXAMPLE Bank A holds 80 % of the outstanding debt of a company. Bank B holds 30 % of the debt raised by
the company in the past six months. The shares in total financing related to “outstanding debt of a company” and

“debt raised by the company in the past six months” are respectively 80 % and 30 %.

3.15
climate act
initiative of

Note 1 to en
removals, an
capacity (3.6

Note 2 to en
its influence
permanent c
aim at mobili

Note 3 to er]

climate goald.

EXAMPLE

jon
A financier (3.7) to achieve climate goals (3.1) based on mitigation and adaptation'priof

l b) reduce vulnerability, maintain and increase the resilience (3.5) from, and increase the adj
of, human and ecological systems to adverse climate change (3.2) impacts.

fry: The initiative refers to a decision made by the financier or a group of financiers to exg
in a way that aims at achieving climate goals. It can be a specific investment/lending decis

hange in the investment/lending strategy, policy and processes of the financier(s), or action

zing other financiers to weigh in and use their influence.

try: The achievement is characterized by changes in the real economy that are aligned

Use of shareholder voting rights to support a climdate-related resolution, changes in the cli

related conditions associated with the provision of a loan (see Aanex B for more examples).

Note 4 to ent

Note 5 to en
investees (3.1
shareholder ¢

[SOURCE: I§
change medg
policies”, “o
example hay

3.16
contributio
overall effeq

Note 1 to ent
deliberate cli

Fy: Climate action(s) can be collective or individual.

fry: A climate action can consist of multiple activities (e.g. providing finance, sending lettg
1), having bilateral meetings, exercising shareholder rights) substantiating a general actior
ngagement).

0 14080:2018, 3.1.1.1, modified — The definition has replaced “initiative to achieve cli
sures or goals based on.mitigation and/or adaptation priorities under climate ch

F greenhouse gases” has-been added to Note 1 to entry, and Notes 2 to 5 to entry an
re been added.]

n
t of a fingngier’s (3.7) actions on the achievement of climate goals (3.1)

ry: Climate contribution accounts for the effect caused by both a) climate passive decisions 4
mate.dctions (3.15) driven by an objective that supports the achievement of climate goals.

ities

try: Climate action intends to a) reduce or prevent emissions of greenhouse, gases or enhance

iptive

rcise
on, a
b that

with

mate-

rs to
(e.g.

mate
ange
d the

nd b)

Note 2 to en

Ty: For climate change mitigation (3.3), 1t 1s usually expressed in GHG emission units. For cl

Imate

change adaptation (3.4), it may be expressed in terms of financial metrics, e.g. the reduction of the costs incurred

by climate-re

lated natural disasters.

Note 3 to entry: Contribution can be positive or negative.

3.17

output of the climate action
change(s) arising from a financier’s (3.7) climate action (3.15) that influences the investee (3.11)

decision ma

king

Note 1 to entry: The output can be quantitative or qualitative.
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EXAMPLE The available equity for an emerging clean technology is dramatically increased; a shareholder
resolution on climate-related issues is passed at the annual general meeting; a legal process on climate-related
issues has been started.

3.18

outcome of the climate action

actual measurable change(s) observed in the activities of an investee (3.11), as a result of the output of
the climate action (3.17)

Note 1 to entry: The outcome is measured as an effect of the financier’s (3.7) influence in the activities of the
investee.

3.19
imp4ct of the climate action
consgquence of an outcome, which measures the extent to which the climate action (3:15) cqntributes to
the cfimate goals (3.1)

Note [l to entry: For mitigation, the impact of the climate action is usually measured ifyphysical unitf such as tons
of GHG emission reductions.

Note P to entry: The impact of the climate action can lead to a decrease in the firiancier’s (3.7) exposujre to climate-
relat¢d financial risks and opportunities (3.13).

3.20
target
<for [ financier> measurable outcome and impact a financier (3.7) intends to achieve with its climate
action(s) (3.15) with the ultimate goal being to maximize'the financier’s impact given available market
opportunities (3.13)

Note|l to entry: A mitigation target for a financier is,coensidered science-based when it aims for a hange in the
invesgee’s (3.11) behaviour, contributing to reducing\GHG emissions in the real economy at a scale anld pace thatis
commensurate with climate goals (3.1).

Note P to entry: To achieve the target, the fimancier can carry out one or several climate actions.

Note B to entry: A target can be set at the portfolio level and cascaded into individual climate actiong. It can be set
for anp individual climate action or a series of climate actions.

3.21
investee target
meagurable outcome aridimpact of investee (3.11) activities

3.22
external factor
factgr affectirigyoutputs, outcomes and impacts, but that is beyond the scope of influence of the climate
actiops (3.15)and/or activities of a financier (3.7)

EXAMPLEY  The removal of a coal-based power plant from the investment (3.9) plan of the invesfee (3.11) as a

consaegdence ofanaw nuhlic nalicy nrahilhiting anaratinon of caal hacad naowar nlantc
GHene WP \S£32 3 o0+ OWeF

...................................

EXAMPLE 2  Non-governmental organization pressure; changes in technology prices; subsidies; natural
disasters; locked out strikes.

3.23

science-based mitigation target

target (3.20) adopted by investees (3.11) to reduce GHG emissions in line with the scientifically defined
level of decarbonization required by climate change mitigation (3.3) goals
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3.24

trajectory

expected future outcome and GHG emissions pathway of an investee (3.11) against which changes in
emissions or outcomes are measured

Note 1 to entry: There are different types of trajectories: a) the business as usual trajectory, which is the
expected future outcome and related GHG trajectory of the investee before climate action (3.15) takes place; b)
the targeted trajectory, which is the expected outcome and related GHG trajectory resulting from climate action;
and c) the science-based trajectory, which is an expected future outcome and related GHG trajectory in line with
the scientifically defined level of decarbonization required by climate change mitigation (3.3) goals.

Note 2 to entry: The business as usual trajectory can be considered as the baseline trajectory for comparison and
monitoring purposes.

3.25
transition risk
risk related[to the transition to a lower-carbon economy

Note 1 to enfry: The transition risk is related to policy/political initiatives, legal and regulatory obligations,
contractual ¢bligations, technology and market changes to address mitigation and.adaptation requirements
related to climate change (3.2).

Note 2 to entry: Transition risk results in varying levels of impact on the financial performance and reputatjon of
the financier |3.7).

Note 3 to enftry: Transition risks are related to current and anticipated policy constraints and incentives in
relevant jurigdictions, technology changes and availability, and marketehanges.

[SOURCE: T4sk Force on Climate-Related Financial Disclosurés'(TCFD)[13]]

3.26
physical risk
risk resultig from event-driven (acute) or longersterm shifts (chronic) in climate patterns assocjated
with climatg change (3.2)

Note 1 to entry: Physical risks can have financialimplications for organizations, such as direct impact to gssets
and indirect {mpacts on supply chains owingto changes in water availability, sourcing and quality, food secfurity,
and for orgahizations’ premises and operations, supply chain, transport needs and employee safety owing to
extreme temperature changes.

Note 2 to enfry: Acute physical risks’refer to those risks that are event-driven, including increased severfity of
extreme weather events, such as.¢yclones, hurricanes or floods.

Note 3 to enfry: Chronic physSical risks refer to longer-term shifts in climate patterns (e.g. sustained Higher
temperatures) that can.cause sea-level rise or chronic heat waves.

3.27
climate changérisk
risk related [toZclimate change (3.2) that includes, but is not limited to, transition risk (3.25) and physical
risk (3.26)

3.28

validation

process for evaluating the reasonableness of the assumptions, limitations and methods that support a
statement about the outcome of future activities

[SOURCE: ISO 14064-3:2019, 3.6.3]
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verification
process for evaluating a statement of historical data and information to determine if the statement is

mate
[SOU
3.30

rially correct and conforms to criteria

RCE: ISO 14064-3:2019, 3.6.2]

material

infor

mation capable of influencing the decisions of intended users

RCE:- IS0 14064-3:2019 3 6 8]

[SOU

3.31
discl
reve

Note

[soy

4 1

4.1
The |

4.2

4.2.1

Actiy
discl
clim{

4.2.2

Appl
awa
and i
ther

4.2.3

ose
il data to those not routinely authorized to have it

1 to entry: Disclosure is the act or an instance of disclosing.

RCE: ISO/TS 14265:2011, 2.13, modified — Note 1 to entry has been‘added.]

Principles

General

Description of principles

Relevance

ities, data, information, scenaries and methodologies used are appropriate for as
pbsing the impact of the financier’s climate action, its related portfolio targets, and its
hte-related risks and oppdartunities.

Consistency

y, use and/or disclose assumptions, methodologies, current and historical data, and
y that enables.comparable results over time and meaningful monitoring of the output
mpacts of the financier’s climate action, the portfolio targets its climate action is sup
eportingen climate-related risks and opportunities.

Completeness

principles are the basis for, and will guide the application of, the requirements and guidance in this
document.

sessing and
exposure to

scenarios in
s, outcomes
borting, and

Include all relevant climate actions that contribute (positively or negatively) to the achievement of
climate goals and/or the mitigation of climate-related risks.

4.2.4 Conservativeness

When the use of assumptions is required, measure or define the output, outcome and impact of the
climate action, such that assumptions do not overestimate positive impact and do not underestimate
negative impact, and that the assessment of comparable alternatives produces a result that is cautiously
moderate.
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4.2.5 Long-term orientation

The understanding of the financier’s contribution and awareness of climate-related risks and
opportunities takes into account long-term climate goals while considering short- and medium-term
implications.

4.2.6 Transparency

Make available all relevant and complete information for verification purposes and, when required or
requested, to complement public reporting.

4.2.7 Verlifiability

All relevant|information (e.g. assumptions, methods, indicators, metrics, current and historical data,
scenarios) i§ capable of verification.

4.2.8 Accpracy
All informgtion reported and documented (including assumptions, methodologies, current| and

historical dpta, and scenarios) has limited bias and uncertainties in order ‘to minimize misleading
communicagion.

4.2.9 Synprgy

Adaptation pctions do not undermine mitigation objectives and\mitigation actions do not underfmine
adaptation ¢bjectives.

4.2.10 Cohlerence

The output ¢f both individual and collective climate'actions supports the objective(s) and target(s).

4.2.11 Ability to influence

Influence is|everaged when implementing-climate actions that aim to change the behaviour or decigions
of investees|or other relevant stakehdlders.

4.2.12 Effectiveness

Decisions taken by investegsare influenced by the financier’s climate action and result in a measufable
net positive|climate impacton the real economy.

4.2.13 Evidence-based

Claims of infldence of climate actions are substantiated through collected evidence.

4.2.14 Goal-oriented

Climate actions undertaken by the financier follow a management system (e.g. climate action plan) that
is guided by an objective (e.g. to have a positive contribution to the achievement of the climate goals) and
targets (e.g. reducing the carbon intensity of the capex investment plans of investees in an investment
portfolio) and that management system is regularly assessed for its effectiveness, with shortcomings
identified and the approach improved in-line with the latest research available.

4.2.15 Additionality-based

The impact claimed by the financier is additional to what would have happened without its climate
action. A financier does not automatically take credit for the investee’s climate actions (i.e. changes in
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GHG emissions in the real economy) if the financier’s climate action was not one of the main drivers or
was the only driver for the GHG emissions change.

5 Framework for disclosing a financier’s climate change risks and opportunities

5.1 General

The financier shall document a general framework to ensure that the material risks and opportunities
of investees are identified.

ancier shall

— investees’ climate change risks and opportunities;

— internal evaluation of climate change risks and opportunities;
— {fargets related to climate change risks and opportunities;
— ¢hanges in these areas over time.

5.2 | Financier’s business strategy and financial planning over the short, mediym and
long term

5.2.1 Identification of climate change risks and opportunities over the short, medium and
long|term

The financier should identify and disclose:

— the types of climate change risks considered, concentrations of climate change risk exposure and
expected opportunities;

— the sectors, business model(s) and'entire value chain identified (both international and national),
felated to its investees mogtat risk with regard to climate change over the short, nedium and
long term;

— the sectors, businessymodel(s) and entire value chain identified (both international and national),
felated to its investees with opportunities over the short, medium and long term;

— the climate change risks and opportunities identified associated with the portfolio over the short,
medium andong term;

— the process carried out to identify the climate change risks and opportunities of its portfolio and its
investees.

NOT Annex E provides examples for opportunities

5.2.2 Financiers’ governance of climate change risks and opportunities
The financier should determine and disclose:

— howclimate changerisksarerelated toits portfolio, products, capital allocation and /or underwriting
activities;

— how the board and management address transition and physical risks and opportunities, including:
— setting strategic objectives;
— the processes and frequency by which the board needs to be, and is informed to ensure their

optimal involvement;
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— the decisions and direction related to climate change risks and opportunities when reviewing
and guiding:

strategy;

risk management policies;

setting the financier’s performance objectives;
overseeing major capital expenditures;

acquisitions;

— how fin

progress towards targets;
monitoring climate change risks and opportunities;
investments;

ancier’s policies and procedures relating to its internal procedures-address the nee

board i:ﬁvolvement in actions relating to the identified climate actions;
i

— the res
perforni
scenari

5.2.3 Infl

The financig
business an

— investn]
— product
— core bu
— investmn
— value ch

— adaptat

ience of the strategies to climate change risks over the short;ymedium and long ter
ling sensitivity tests with different scenarios, including thé,5 °C scenario, 2 °C or |
p and, where relevant, increased physical climate changemisk scenarios of more than 3

nence of climate change risks on financier’s business and strategy

r should determine and disclose how climate change risks and opportunities influen
1 strategy over the short, medium and long teri in the following areas:

ent and lending policy;
s and services;

biness;

ent chain;

ain;

jon activities;

— mitigation activities;

— capital §

Investors, a

hllocatien,

nd ifi particular asset managers, should determine and disclose:

d for

m by
pwer
°C.

Ce its

— how cli
various

asset classes over the short, medium and long term;

— how climate change risks and opportunities are factored into relevant products;

TIate Change TisKs and opporturities are factored imto Tefevant investmrent strategies for

— how the investment strategy or products can be affected by the transition to a low-carbon economy
over the short, medium and long term.

Asset owners should determine and disclose how climate change risks and opportunities are included
in the mandate of their asset managers.

10
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5.2.4 Investees’ climate change risks and opportunities

The financier shall take into account the impact and risks to climate change of investees and the impact
of climate change on each investee.

The financier should take into account the concept of monetization when evaluating financial rates of
return. Both climate mitigation and adaptation actions taken by investees can benefit them financially.

NOTE Examples of monetization include shadow pricing, carbon credits or offsets and valuing natural
assets. Other standards such as ISO 14007, ISO 14008, the ISO 14064 series and ISO 14067 can help the financier
in making its evaluation.

The financier should determine and disclose:

— how its investees have recognized their exposure to the transition and physical risks’ovier the short,
edium and long term and whether they have specified these risks;

— how it engages with investees to improve the quality of information related.to climate ¢hange risks
4dnd opportunities and data availability, as applicable;

— the investee’s information on climate change risks and opportunitiesand how the qualiity has been
dssessed.

5.3 | Targets related to climate change risks and oppertunities

The financier should determine and disclose:

— its portfolio and investee targets related to climate’change risks and opportunities;
— lhow the target is consistent with the climate-goals;

— lhow the target is a science-based target;

— (qualitative and quantitative indicatars, such as:

+  GHG emissions over the short, medium and long term;

1+ financial goals;

1+ the financial loss/tolerance;

1+ the time frameover which the targets apply;

+ the base‘yeadr from which progress is measured;

+ key performance indicators used to assess progress against targets;

— the‘actions taken to achieve the target;

— the changes in strategy that are supporting the achievement of the targets.

5.4 Managing climate change risks

The financier shall determine and disclose how it operationally and strategically manages climate
change risks, including how it makes decisions to:

a) mitigate;
b) transfer;
c) accept;

d) control climate change risks.
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The disclosure shall include:

physica

1 risks over the short, medium and long term;

transition risks over the short, medium and long term;

liability risks over the short, medium and long term;

for cases where the financier fails to manage a risk type, a comprehensive justification why this risk
category is not addressed by the financier;

the provisions for the risks of litigation;

how the
and lon

how the
and lon

climate change risks and opportunities of the investees are assessed in the shortne
by term;

climate change risks and opportunities of the portfolios are assessed in theshort, me
by term;

how clifnate change risks are going to be managed over the short, medium and long term, incly

the mar

how th
manage

whethe

how sud

Insurers shq

the pro
— geo
— bus
— pro
the rang
how the

whethe
green i
engagel|

Investors si
investment

agement tools;

e management of climate change risks is integrated into the financier’s overall
[ment processes and/or policies;

" engagement with the investees is included as part of the'climate change risk policy;
h engagement will affect the climate change risk exposure.

uld determine and disclose:

fesses of climate change risk management.gn insurance and reinsurance portfolios by:
graphy;

iness division;

duct segments;

be of climate-related evénts considered;

potential impacts eficlimate-related risks influence the selection of client, cedent or br

" climate-related products or competencies are under development, such as the insurar
ifrastructures Specialized climate-related risk advisory services, and climate-related
hent, ovel the short, medium and long term.

ould‘\determine and disclose how they manage climate change risks for each produ
Strategy.

dium

dium

1ding

risk

bker;

ce of
lient

ct or

5.5 Metrics and methodologies used over the short, medium and long term

The financier shall determine and disclose the metrics and methodologies used to assess and manage
climate change risks. The disclosure shall address the following information:

12

method

ologies used and explanations for why these methodologies are selected;

the percentage of coverage of its portfolio(s), products or underwriting activities;

the time frame of the data and of the analysis;

the risk

terminology used or references to existing risk classification;

the results of the scenario analysis, including a well below 2 °C goal;
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a description, including the assumptions of the scenarios as well as the underlying time horizon
used to inform the financier’s strategy and financial planning over the short, medium and long term;

whether the metric is a result of a stress test, including a description of the stress test used;
a description of the monitoring process, including metrics over the medium and long term;

a description of the industries and geographies covered by the methodology and, if applicable, an
explanation of why the relevant industries and geographies identified in 6.6 were not included;

the asset classes covered by the methodology, including a justification of why material asset classes
were not assessed;

yhether the use of metrics has changed over time;
yhether the results of a metric have changed over time;

whether the metrics use available data, estimated data or both.

Insufers should determine and disclose their aggregated risk exposure toweather-related catastrophes.

Invegtors should determine and disclose the metrics used to assess climate change risks ip each fund,

product or investment strategy.

6

climate action on climate goals

6.1

Framework for assessing, monitoring and reporting the impact of a financier’s

General

This|clause provides a general methodological ‘framework for assessing the impact of @ financier’s
climgte action(s) on the achievement of elimate goals. A non-exhaustive list of climate actions is

pres¢nted in Annex B.

6.2
The

The

describe the means that will be mobilized to achieve the objectives. It shall include:

a)
b)
‘)
d)
e)

Climate strategy and policy
financier shall establish ahd document a strategy and a policy demonstrating its comnlitment to:

ensuring the consistendy of financial flows with climate goals;

measuring the extent to which its climate action(s) contribute(s) to achieving the climjte goals.

financier shall"describe and document a plan to achieve its strategic objectives. The plan shall

Iow strategic objectives are translated into portfolio target(s);

aw pnrffn]in targets are translated into Qppr‘ifir investee rqrgpf(c);

whether or not the targets set in a) and b) are science-based targets;
the climate actions that will be used to meet the portfolio target(s) and the investee target(s);

the method(s) in place to establish the causal relationship or linkage between the climate action(s),
the means mobilized, and its strategic objectives and targets, which shall:

1) address how the expected outputs and outcomes will be considered in the process of
substantiating the actual impact of the climate action (see Annex A);

2) include the processes to collect data, the type of data needed, data and information sources,
and the frequency of monitoring the climate actions.

NOTE A method can be established for multiple climate actions.
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6.3 Climate action planning and documentation

6.3.1 General

This subclause addresses how the financier documents and describes:

— how the climate action it undertakes (the action) is expected to be a lever to influence the decision-
making of an investee (the output) and affect the activities of the investee (the outcome), in order to
contribute to mitigation, adaptation or both (the impact);

— the expected causal relationship among the elements given in 6.3.2, 6.3.3, 6.3.4 and 6.3.5 and the

conditi
stage (e

NS and externat factors Considered at each stage that Tesult i the achievement of the
g. outputs leading to outcomes): for cases where direct causality cannot be establishe

explanation of the linkage between the stages is required.

The financig

feasible improve and increase, the ambition of the output, outcome and impact. This.review shall

into account
NOTE Fd

ambition of
encouraged t|

6.3.2 Def]
The financid

a) the por

at least the latest IPCC reports.
llowing the findings of the latest IPCC reports is the minimum requifement to determin

he theory of change approach. However, to define outputs, outcomes.ahd impact, the finangd
p consult state of the art research as appropriate.

Ining attributes of the climate action taken

r shall define the attributes of the climate action to be undertaken, including:

achieving the target of the financier;

next
d, an

r shall have in place a plan to periodically review, during its implementationyand whernever

take

e the
ier is

tfolio target that the climate action is supporting and how the action can contribufte to

b) the assqt class(es) concerned;

c) the tenyre(s) of the financial asset;

d) the target investee or category of investees;

e) the dedisions to be made by the‘investee(s) that the financier wants to influence include, as
applicable:
1) capjtal expenditure plans;

2) res{
3) ear

4) pro

parch and devélopment expenditure plans;
y retirement of high-carbon assets;

duct design or production plans;

5) op¢

rational procedures;

6) sup
7) the
8) con

f) thefina

ply chain management;
selection and deployment of products and services;
formity to relevant standards;

ncier’s lever(s) of influence on the investee(s) mobilized include, as applicable:

1) its ability to submit a resolution and vote as a board member;

2) its ability to submit a resolution and vote as a shareholder;

3) its soft power as a shareholder (engagement, including escalation techniques and private,
multi-investor dialogue or speech at the annual general meeting);

14
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4) its soft power as a bond investor (engagement);

5) its ability to exert significant influence over the strategy and management of an investee as a
private equity shareholder (e.g. leveraged buyout, venture capital, distressed funding);

6) its ability to set debt covenants as a lender; these may be restrictive or affirmative in nature
and apply to debt instruments (e.g. loans, bonds);

7) the allocation of capital to financial instruments with certain characteristics (e.g. green bonds
financing new renewable energy projects);

8) its ability to make use of legal channels;

9) others;

10) multiple.

Defining the climate action

the potential climate actions it can implement with the target investee and/or with oth

the action planned: the description of the planned climate action should include
mobilized, the timing of activities, the milestones, the resources mobilized or to be mq
tthe approach by which the financier collaborates with relevant third parties;

the reason(s) why it selected such action over otherdpossible actions;

olicies and processes in order to demonstrate the clear link with the financier’s o

Eow the climate action relates to its investiment and/or financing mandate, stratg
ecisions taken;

hether the action is intended to be@one-time initiative or a systematic practice;

if the climate action is individual or collective: for a collective action, the financier §
its role;

ther financiers, and tojwhat degree;

its exposure to the targeted investee for the asset classes in which it is implementing
ction: the financier should explain how this exposure fluctuates over time or is likely|
uring the course of the climate action; if the climate action is collective, the financier sh
he other‘financiers’ exposure to the targeted investees involved in this particular clim

heAevers of influence available and the level of influence that it exercises over f
investee(s) in the normal course of business, including its share in total financing of

BT investees;

the means
bilized, and

boy, targets,
bjective and

hall explain

yhether the success of thé action depends on the undertaking of similar or supportinig actions by

the climate
to fluctuate
ould specify
ate action;

he targeted
the investee

and, if applicable, its voting power: it should document how its [evel of influence is l[ikely to evolve

during the course of the climate action;

NOTE
through the amount and type of equity it holds or represents.

The voting power measures the specific influence a financier has in the governance of an investee

the lever(s) of influence that will be used for the climate action: it may quantify the weight of its

influence factor(s) in the decision-making process of the investee;

the external factors that can lead to a change in the investees’ behaviour.

The financier may specify the main external driver(s) that led to the decision to undertake the climate
action, including, as applicable:

peer pressure;
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request

s from the government and/or supervisors;

pressure from stakeholders such as communities, residents, indigenous people and activist groups;

request

from shareholders and/or debt investors;

expectations from clients, customers and beneficiaries.

6.3.4 Expected outputs of the climate action

The financier shall document, describe and, where possible, quantify the expected output, including the
following:

a)

b)

c)

why thd
making
analysiy

the con
process
the rati

are being used to induce behavioural change of the investee;

the timg¢line for the output of the climate action to materialize.

NOTE A9

a climatg¢-related resolution that is approved by shareholders;

an incre
investor

a definit

6.3.5 Exp

6.3.5.1 General

The financiq

In documen
following.

16

Quantif]

expected output of the climate action is a relevant factor for it to influence the.decli

with evidence and specify all sources of data used (external and internal);

bnale, supporting evidence and sources; the financier shall specifyifthese external fa

non-exhaustive examples, the output can take the form of, hutnot be limited to:

5 mobilizing capital;

on of loan conditions and scope of clients covered.

lected outcomes of the climate action

ting and describingthe expected outcome of the climate action, the financier shall d

sion-

of the investee(s) regarding its expected outcome: the financier should dgcéument the

ditions and external factors that are necessary to deliver the expected output: in this
the financier should specify the assumptions made regarding these.external factors and

ctors

hse of equity for a resilient low-carbon technology, due to the decision of a group of private gquity

r shall document and déscribe the expected outcome, and related decisions and actions of
investees thjat the financier intends to influence.

O the

y, and when'not possible describe the outcomes or resulting changes in the activities qf the

investe¢ that areéxpected. The quantification shall be forward looking to the extent possibl¢ and

can incl
explain

de several points in time. If the expected outcome cannot be quantified, the financier
why.

shall

Specify the scope of the expected outcome(s), namely the technologies, geographies, operating sites
and/or products concerned. To improve the accuracy of the estimation of the expected outcome,
it shall be characterized by technology type (e.g. on-shore wind, gas, coal), when applicable and
available.

Provide a timeline for the outcome of the climate action to materialize (e.g. the expected outcome
is anticipated to be achieved in a specific year or throughout a series of years). To more accurately
determine the progress of a particular outcome, the financier should define relevant intermediate
steps that can affect the expected outcome.

© ISO 2021 - All rights reserved


https://standardsiso.com/api/?name=26b9a093d232d11f1a3ccaae5851ca9d

ISO 14097:2021(E)

— Identify and consider the external factors affecting the achievement of the expected outcome(s) of
the climate action. In doing so:

— the financier should:

— specify the assumptions made regarding these external factors providing the rationale;

— collect and provide supporting evidence and the data/information sources used;

— the financier may:

— describe how the timeline and the expected outcomes can be affected if its assumptions

NOTH

expenditure plans, research and development expenditure plans, early retirement of high-carbon as

desig]
multi

The {

6.3.5

For g

a) mow the expected outcome supports the target of@he financier and is intended to he
its target;

b) 4

]

L=t o

In dg
— 1
— 1
— 1

— 1

turn outto be Incorrect;
— carry out a sensitivity analysis for the key assumptions.
The outcomes of the climate action can relate to multiple categories including chang

n and production plans, operational procedures and/or supply chain management. The outconj
ple technologies (e.g. renewable power, gas power, oil power).

inancier shall present the expected outcome(s) in the context oficlimate goals.

.2 Outcomes related to climate change mitigation

utcome(s) related to climate change mitigation, the financier shall document and desc

| qualification of how the expected outcome’aligns (or not) and with a science-base
arget applied to the investee that is congistent with the climate goals;

NOTE In the absence of a science-based mitigation target, the financier can adopt an ind
nd explain why it is consistent with-the climate goals.

1 qualification of the gap between the business as usual trajectory of the investee’s
he expected trajectory of the outcome (i.e. provided the expected outcome materiali
cience-based trajectory of the outcome [i.e. following b)].

ing b) and c), the fifiancier shall document:

he methodological framework used for scenario analysis;

he scenario’Selected (see Annex C for guidance on scenario selection);
he key.assumptions made;

he”GHG emission factors applied (if applicable);

res in capital
sets, product
e can include

ribe:

p it achieve

] mitigation

cative target

outcome(s),
ves) and the

— the data sources (e.g. annual reports, asset level databases, announcements) used to define the
business as usual and expected outcome trajectory of the subject activities performed by the

i

nvestee’s organization.

The business as usual trajectory shall be considered as a baseline trajectory, which will be used to
compare changes resulting from the implementation of the climate action. This baseline can, however,
be updated for cases where the financier observes changes of the outcome that occurred due to external
factors (see the related requirement in 6.3.5.1).

NOTE

as well as the business as usual trajectory.

© ISO
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6.3.5.3 Outcomes related to climate change adaptation

For outcome(s) related to climate change adaptation, the financier shall document and describe:

how the

a)
b)

expected outcome supports the targets;

how the expected outcome aligns (or not) with the climate change adaptation pathway (setting

targets in the short, medium and long term) applied to the investee: in the absence of a science-
based adaptation pathway, the financier may adopt indicative targets consistent with the climate
goals and explain why they are consistent;

the bus

ness as usual and expected levels of climate resilience development in the short, me

dium

and lon

b term: it shall document the methodological framework used, key assumptions madg

data sotirces used.

6.3.5.4 Outcomes related to multiple periods of time

For cases W
6.3.5.2a) to

6.3.6 Exp

For mitigati
the expecte
baseline em

The baselin
the investes
take place.

EXAMPLE
translated in

The financid

For cases w]
technologie

To demonst
expected Gl

here the expected outcome concerns multiple periods of time, the financier shall :
c) and 6.3.5.3 a) to c) accordingly.

fected impact of the climate action

pn actions, the expected impact of the climate action is défined as the difference bety
d GHG emissions trajectory of the investee as a result“of the expected outcome an
jssions trajectory.

e emissions trajectory shall be estimated by translating the business as usual trajectd
's behaviour or activities (i.e. outcome) to GHG emissions before the climate action stal

Expected changes in capacity addition _plans for power producers (expected outcomes) c
fo changes in GHG emissions associated.with the total expected production capacity of the inv
r shall provide a timeline for the'impact of the climate action to materialize.

nere the outcome is associated-with multiple technologies, the financier shall include a
5 in the GHG emissions calculation.

rate the progress réquired to meet the climate goals, the financier shall compar
1G emissions trajecfory of the investee with the expected science-based GHG emis

trajectory (if applicable).

The financig
additional a
targetand t

Where the ¢

r shall document any changes implemented to the criteria specified in 6.3.5.2 b) ang
ssumptiénjused to estimate the trajectory of the investee under a science-based mitig
he baséline emissions trajectory.

bXpected impact is considered as material but cannot be quantified, e.g. in some cag

, and

pply

veen
] the

ry of
'ts to

hn be
bstee.

11 the

b the
sions

| any
htion

es of

research a

d development expenditures on fow-carbon technologies (for mitigation) or cii

nate-

resilient infrastructure (for adaptation), the outcome of the climate action together with a description
of the expected impact can suffice provided the reason(s) for not quantifying the expected impact is
explained.

In the case of adaptation actions, the financier shall estimate and describe the expected levels of climate
resilience development in the short, medium and long term compared to resilience if no action was taken.

The financier shall describe how the expected impact is intended to help the achievement of its targets
and strategic objectives.

NOTE1 See Annex D for guidance on how to estimate the baseline emissions trajectory and the expected
science-based emissions trajectory.
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Existing GHG quantification standards in the standards on environmental management

developed by

ISO/TC 207 (notably ISO 14064-1, ISO 14064-2 and ISO 14067) currently do not address the forward-looking
trajectory calculations that are required for the implementation of this document.

6.4 Monitoring of the climate action and respective outputs, outcomes and impacts

6.4.1 Monitoring plan

The financier shall develop an internal monitoring plan. The monitoring plan shall specify:

a) the process and instruments(s) used to periodically monitor differences between the initial

!

b) 1

q

c) {

d)

6.4.2

Whe
valug
of th

ctivities’ expected outputs, outcomes and impacts and the actual activities’ expec
utcomes and impacts of the climate action;

he nature and source of information being monitored and the related indicators (¢

gnnouncements, reporting);

he periodicity of the monitoring exercise (the financier shall conduct'the monitoring

least once a year);

he staff involved in the monitoring process (i.e. who is responsible for collecting and a

information).

Documentation of expected outputs, outcomes and'impacts

h documenting the monitoring results and assessing progress, the financier shall incl
s of the expected output, outcome and impact and any changes in the timing for the ma
e expected output, outcome and impact.

The
a)

b)

ocumentation of the expected output and-eutcome shall include:

description of the internal organizdtional and/or operational factors of the financig
he change;

description of the internalrganizational and/or operational factors of the investe
he change;

description of the external factors (i.e. not within the control of either the fina

investee) leading tothe’change;

e)

For

hanges in the/investee’s initial outcome(s) and related trajectory [i.e. as observed i
esulting from-the influence of the external factors not related to the climate action;

hanges-\in.assumptions made and/or new assumptions introduced to determine the ng
utput,and outcome.

fed outputs,

p.g. investee

y exercise at

nalysing the

ide updated

terialization

r leading to

e leading to

hcier or the

n 6.3.5.3 c)]

bw expected

itigation actions, the documentation of the expected impact shall include any ch4

nges in the

baseline emissions trajectory and the reasons why it has changed. The quantification of t
impact should therefore consider the difference between the baseline GHG emissions of the investee
and the GHG emissions of the investee after the implementation of the outcome.

he expected

As specified in 6.3.4, a financier whose expected outcome concerns exclusively zero carbon technologies,
should measure changes and track progress in terms of outcome and not in terms of GHG emissions.

Once the actual output and outcome are observed, the financier shall assess the progress made and

inclu

de results in its documentation:

— a comparison between the initial expected and the actual output and outcome (as established in
6.3.4 and 6.3.5);

— acomparison between the revised outcome and actual outcome [established in point e) above].

© ISO
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For climate change adaptation, the documentation of the expected impact shall include any changes in
the climate change adaptation pathway and the reasons why it has changed.

6.5 Assessment of the impact of the financier’s climate action

The impact of the financier’s climate action is understood as the GHG emissions reduction or the
increasing resilience in the short, medium and long term resulting from the influence the financier had
on the investee, or both. The documentation of impact shall therefore include at least three types of
information:

— aquantification of GHG emissions reduction in absolute and percentage terms [see item a) 3) in the
list belgw|;

— adescription of the increase in resilience in the short, medium and long term;

— a description of the causal relation or linkage between the climate action and the)actual output,
outcomg and impact.

(o)}

For outcomgs that relate only to negative or zero-carbon technologies, the use hy'the financier of |6.3.
is optional.

The financi¢r should request that investees evaluate the impact of their detisions or activities on the
achievement of the climate goals. The information used shall be consistent with the indicator usgd to
measure the¢ outcome.

Where the Information cannot be provided by the investee, thé-financier shall use other sourdes of
information|to estimate that impact. The financier shall, in thi§case, document the process to estimate
the impact gnd the sources used.

To assess the impact of the financier’s climate actions, the financier shall:
a) for climpte change mitigation:
1) quantify the GHG emissions associated\with the actual outcome;
2) co:[

pare the results with:

i) |the GHG emissions trgjeetory in accordance with the science-based mitigation target
applied to the investeein 6.3.5 (if applicable): the financier shall document any chgnges
implemented to tliescriteria specified in 6.3.5.2 b) and any additional assumption usgd to
estimate the trdjectories of the investee;

ii) |the baseliné€missions trajectory of the investee;

3) estimate the\difference between the actual GHG emissions trajectory of the investee ang the
basgline entissions trajectory: this difference shall consider the period of the climate action and
incllude any future periods for which the outcome can continue to lead to emissions reductions;

b) for climate change adaptation, the financier shall establish how the outcome hasled to the investee’s
climate resilience development in the short, medium and long term.

For both climate change mitigation and adaptation, where possible, the financier shall establish and
document the causal relation between the climate action and the actual output, outcome and impact.
The financier shall list all the relevant factors that demonstrate such causality. If such causality cannot
be demonstrated, the financier shall describe the linkage between the climate action and the actual
output, outcome and impact and provide the reasons which prevent it from proving causality.

Where the actual impact cannot be quantified, the financier shall substantiate the outcome with a
description of the actual impact, including the reason(s) for not quantifying the actual impact.

The financier shall describe how the actual impact helped the achievement of its climate targets and
strategic objectives.
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6.6 Reporting on the financier’s climate action(s)

6.6.1 General

The financier shall report on its climate action(s) by publishing a standalone report or integrating it
into other reports such as its annual financial filings, annual reports, corporate sustainability report or
other periodical reports or filings. The report shall meet the minimum requirements specified in 6.6.2.
The financier can choose how to present the information (e.g. by action, type of action, investee, type of
investee).

The financier may also report on the items in 6.7.

6.6.21 Required information

6.6.2.1 Financier’s general information

The report shall include:

a)
b)

6.6.1.2 Climate strategy

The feport shall include:

a)
b)

c)

d)

e)
f)
g)

h)

the type of financier (e.g. bank, pension fund, asset manager, insurance company);
yhether the financier represents a group of organizations or a single organization;

the department, division, business unit or team leading-the action(s) of relevance for its climate
impact (if applicable);

the departments, divisions, business units and/or teams supporting the identification,|monitoring,
dssessment and reporting associated with the:@ction(s) of relevance for its climate impact (if
applicable).

the climate strategy of the financier;
the action plan to achieve it§strategic objectives;

the portfolio target(s)~and investee target(s) associated with the strategic objectives, indicating
yhether the target$-are science-based or not;

the climate actions selected to meet the portfolio and the investee target(s), indicating changes
yith respect tothe previous reporting and reasons for the changes;

the approach to monitoring climate actions;

whether the financier carries out the climate action at the request of its client(s);

whether the financier carries out the climate action(s) at the group, division, business unit,
department or product level;

whether the financier carries out the climate action(s) of relevance for its climate impact at the
global, regional, national or local level.

6.6.2.3 Climate action

The report shall include:

a)
b)

the entity or group that has carried out the climate action;

the asset class(es) concerned;
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f)
g)
h)

j)

k)

D)

6.6.2.4 Ofitput of the climate action

The report ghall include:

a)
b)

c)

d)

6.6.2.5 Outcome of the climate action

The report ghall include:

a)

22

the tenure of the holding or financial asset;
an indication of the period of time over which the climate action has been carried out;

an indication of the type and number of activities carried out with the investee that substantiate
the climate action;

an indication of whether the action is an individual or collective action, or a combination of both;
the targeted investee or category of investees;

an indication of how the financier’s action has progressed over time, considering new knowledge
on the rfate of climate change and the evolution of the impacts;

an indi¢ation of how the climate action relates to the financier’s investment and/or financing
mandatg, strategy, policies and/or processes;

where gpplicable, the portfolio target(s) the climate action is supporting, indicating whethefr the
target i$ science-based or not;

the financier’s financial stake in the investee at the time when the climatefaction was initiated and
concluded;

an indigation of whether the climate action is a one-time initiativefor a systematic change in the
financidr’s practices.

the levers of influence used;

the levgl of influence on the investee at the“time when the climate action was initiated and
concludgd;

the actfial output of the climate action"and an indication of whether it is a relevant factpr to
influenge the decision-making of theinvestee regarding its outcome;

the extdrnal factors that materialized and helped deliver the output.

the expected autcome at the time when the climate action was initiated and its traje¢tory
throughout the.period in which the climate action was carried out and, when available, in fiiture
periods|of tinte;

an indication of whether or not the expected outcome occurred and the date it was achieved;

the actual outcome and the corresponding trajectory throughout that period of time and, when
available, in future periods;

the baseline trajectory of the outcome;

an indication of how the actual outcome supports the portfolio level, investee target(s) and/or
strategic objectives of the financier;

the gap between a) and c) with an explanation of the deviations observed, in particular if the actual
outcome is higher than the one that was expected;

© ISO 2021 - All rights reserved


https://standardsiso.com/api/?name=26b9a093d232d11f1a3ccaae5851ca9d

g)

h)

j)
k)

6.6.1.6 Climate impact of the investee

The report shall include:

a)

b)

f)

g)

6.6.2.7 Actual impact of the financier’s climate action

The report shallinclude:

a)

b)

ISO 14097:2021(E)

a description of the changes in the activities of the investee that have led to c), including the
decisions made by the investee under the influence of the financier as well as the decisions made
under the influence of the external factors considered in 6.3;

in the case of mitigation, the difference between the actual trajectory of the investees outcome(s)
and the trajectory under the science-based mitigation target, the indicative target or the scenario
analysis that considers the climate goals;

in the case of mitigation, an indication of whether the methodological framework for scenario
analysis was developed in-house or by a third party, the scenario selected, the key assumptions
made in the scenario, and an indication of whether the scenario was peer reviewed;

the external factors necessary that materialized and helped deliver the actual outcoms;

I} the case of adaptation, the climate change adaptation pathway selected and the Key 4ssumptions
ade when developing it.

the GHG emissions reduction or increase associated with thelactual outcome and the expected
¢utcome;

tthe GHG emissions trajectory in accordance with the science-based mitigation target applied under
6.3.5: if the science-based mitigation target adoptedéunder 6.3.5 has changed, the finahcier should
feport the science-based mitigation target adoptediand explain the reasons for the chapnge;

the actual GHG emissions trajectory;
the baseline emissions trajectory;

gny changes introduced to the methodelogical framework for the scenario analysis reported under
$.6.2.5 i);

the change in resilience in the;short, medium and long term associated with the actual gutcome and
the expected outcome;

gny changes in the climate change adaptation pathway reported under 6.6.2.5.

3 description of the causal relationship or linkage between the financier’s climate action and the
dctualioutput, outcome and impact: if causality cannot be established, an indication of the factors
1110t allowing its determination;

an indication of how the actual impact supports its target(s) and strategic objectives;

an assessment of the effectiveness of the climate actions mobilized, acknowledgement of the
shortcomings and the strategy to improve over time, the approach itself and the collection of
evidence supporting its relevance for impact.

6.7 Recommended information

6.7.1 General

The financier should describe in the reporting of its climate action the elements given in 6.7.2 to 6.7.5.
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6.7.2 Defining the climate action

The report should include:

a)
b)
‘)
d)
e)
f)

g)

the reason(s) why the financier targeted the specific climate action and not other possible actions;

the timing of activities and milestones;

for collective actions, the list of the participants;

the role

that other participants had on the climate action;

the fluc

for collg
the acti

the reas

uationof theexposure during the period the clinmate actiomr was imptenented;

bctive actions, the exposure to the targeted investee of the other financiers involv
pn;

ons why the financier targeted certain investees and not others.

6.7.3 Explected output of the climate action

The report 4

a)

b)
‘)
d)
e)

all othe
an expl3

the rele
the exp
the extd

the mai

hould include:

' levers of influence available to the financier and not used-in the climate action, inclu
ination of why they were not used;

vance of the expected output to influence the activitiés'of the investee;
ected output;
rnal factors necessary to deliver the expectéd output;

h assumptions associated with the exterral factors considered and related sources.

6.7.4 Expected outcome of the climate action

The report g

a)
b)
‘)
d)

the decli
a timeli
the exte

the mai

hould include:

sions or activities of thé investee the financier intends to influence;
he for the materialization of the expected outcome;

rnal factors that are needed for the expected outcome to materialize;

h assumptiens and respective sources used to determine the external factors.

6.7.5 Explecteddimpact of the investee’s actions on the achievement of the climate goals

bd in

1ding

L 1d 3001, 1

The report s

a)

b)

HHUUIU I11ICIUUT.,

the GHG emissions trajectory of the investee in accordance with the science-based mitigation target
or indicative target applied, related to the expected outcome;

the impact of the investees on the development of climate resilience in the short, medium and

long ter

m.

To demonstrate how the outcome improves climate resilience and its development towards resilience,
the financier should document:

— the methodological framework used for assessing investees current resilience;

— the climate change adaptation strategies and pathways;

24
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— the key assumptions made and information sources used;

— financial flows contributing to resilience in the short, medium and long term.

7 Assessing and reporting the GHG emissions associated with the actions of the
financier without climate objectives

The day-to-day actions of the financier without climate objectives and related actions can directly or
indirectly support the activities, announcements or perspectives of investees regarding climate or

broader env1ronmenta1 and soc1a1 1ssues ThlS f1nanc1er has the potentlal to carry out cllmate action either

The

including the percentage and absolute change in emission$,'the reason for the change an

takel
inm

The
had
state

The
cons

A fin
estin
assu
sour
the s

8
The

stent with the reporting cycle of the organization. The financier shall report emission|
ute terms (e.g. tonnes of CO, or tonnes of CO, equivalent) and in percéntage terms. T
e emissions shall include the scope of emissions considered, the time frame an
dered, the universe covered (in percentage) and, if applicable, the reasons why full en
ortfolio are not covered.

financier shall list the investees with most significant facreases or decreases in GH

1 in relation to that investee. These actions can relate-to, among others, capital allocat
indates and proxy voting on governance topics.

inancier shall clearly state that the figures provided do not indicate any measure of i
n the real economy. If the financier state$ 'otherwise, it shall provide evidence that
ment.

derations in the future, with a proposed timeframe.

ancier without climate objeetives should ask investees in its portfolio to provide GH
nates, including key information on how they were estimated (e.g. scope cong
mptions). Where the-information is not provided by the investee, the financier c
Ces of information tojestimate the GHG emissions, provided that the process to estim
purces used are documented.

Documentretention and record-keeping

financier shall develop, establish and maintain procedures for document retention

keep|

s changes in
e disclosure
d portfolios
hissions and

r emissions,
l any action
on, changes

mpact it has
backs up its

financier shall report any intentioniit has to carry out climate action or integrate clifnate change

G emissions
idered, key
use other

a
J{cle them and

and record-

rng.

The financier shall retain and maintain all documentation supporting the determination, monitoring,
assessment and reporting of the climate action for verification needs. The documentation, whether
in paper, electronic or other format, shall be handled in accordance with the financier’s information
management procedures for document retention and record-keeping.

The financier may follow the principles and guidance provided in ISO 15489-1.

9 Verification and validation

The financier shall ensure the accuracy of historical information and the reasonableness of forecast
or projected information. A programme of verification and validation should comprise an element of
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the financier’s quality assurance and quality control procedures. The financier should include in its
programme of verification:

a) results of the financier’s climate action;
b) required disclosures.
Information that is forecast or projected should be validated.

NOTE Further information about verification and validation can be found in ISO 14064-3:2019.
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Annex A
(informative)

Flow chart of the relationship between Clauses 6 and 7

Figure A.1 illustrates the relationship between Clauses 6 and 7.
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oval

represents a decision

diamond

represents any step in the process

rectangle

Numbers in boxes refer to clauses in this document. Boxes with no clause specified relate to steps in

the process that are not addressed by this document. Some of these steps are addressed by market initiatives.

NOTE

Figure A.1 — Flow chart of the relationship between Clauses 6 and 7
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Annex B
(informative)

Indicative list of actions for the financier

Table B.1 — Indicative list of actions

Assets

Action

Example and associated impact

Equ

real

vent
equi
asse

estate)

ity investments in

lire capital, private

Ly, social venture, real
s (e.g. infrastructure,

Exclusion list/limit expo-
sure to certain projects
with negative climate
impact

An investment policy that prohibits§ invegtment in
real estate projects with an estimated energy effi-
ciency being X % higher thansthe nationa] or regional

standard. The energy efficiéncy threshol
line with the one of a climate scenario th

Is are in
it meets the

climate goals enshrined in the Paris Agrdement. This
action can help investor's to align their partfolio with
the goals of Paris Agfeement (as they wil| continue to
invest in projects of higher energy efficiency) but can
result in limitéd or no impact as real estdte firms will

not necessarily change their project pipe

ine due to

this exclusion requirement adopted by one financier

on theymarket.

Invest more in certain
projects with positive
climate impact

Avinvestor decides to invest in a new loy-carbon

technology that doubles the energy effici
heavy-duty trucks. The investor is respo

ency of
hsible for

providing the capital required for the deyeloper to
continue providing solutions with this breakthrough
technology, the application of which results in a con-

siderable emissions reduction.

Set climate-related condi-
tions (e.g: limit the profit
margin'threshold enhanc-
ingenvironmental impact)

The majority shareholder of a venture ca
decides to lower its returns provided tha

pital firm
[t a per-

centage decrease is invested in energy efficiency

programmes. The impact of this shareho

der decision

is reflected in the resultant amount of enjissions

associated with the real estate projects i
firm invests.

h which the

© IS0 2021 - All rights reserved

Listgd equities

Reduce exposure to certain
stocks with negative cli-
mate impact

An investor decides to reduce its portfoli
by selling all the stocks from all compani
to abate sectors. This action helps the iny
align its portfolio with the temperature 1
enshrined in the Paris Agreement but re{

b exposure
s in hard
estor to
ise target
ults in an

impact only if the companies do not contilnue their

normal operations.
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Table B.1 (continued)

Assets

Action

Example and associated impact

Invest more in certain
stocks with positive cli-
mate impact

An investor decides to invest in an initial public
offering of shares of a utility company, which will be
used to fund research and development and capital
expenditures for new renewable energy projects. The
impact associated with the action is the release of
new capital for financing renewable energy projects
and, subsequently, other emerging technologies.

Engagement with investees

An investor has a bilateral engagement with an

R P
UII LIITII dULIVIUITS

illVCDtCC Luxupau_y tU lJCl Duadc lt tU illbl CTadsS\T t}lC ) -ale
of its investment plans on renewable technolpgies.
This investor also votes on a shareholder reselutipn
aiming to require the company to set science-bas¢d
targets against which to develop its clilnate strat¢gy.

The impact of this series of actions rélates to posdible

changes in investment plans of this’investee company.

Bonds

Divest/reduce exposure to
certain bonds with nega-
tive climate impact

An investor decides to divestfrom all the compalllies
in its portfolio in hard to abate sectors. This acti¢n
helps the investor to align its portfolio with the tpm-
perature rise target enshrined in the Paris Agred
ment goal and canresult in an impact only if the

companies do naDcentinue their normal operatigns.

Invest more in certain
bonds with positive cli-
mate impact

An investor decides to invest in the bond of a utiljty
company whose proceeds will be used to refinangce
existingpréjects on low-carbon technologies. The
impact of this investment cannot be determined
because there is no clarity as to whether the investee
is'using the new debt instrument for any additional

low-carbon technology projects. The bond is not
meant to help the company increase its capex invest-
ment plans in low-carbon technologies.

Favour bonds associated
with climate-related ac-
tions by the iSsuer

A company has issued five different green bonds|in
the market. An investor decides to invest in a paf
ticular bond that does not yield the highest returjns
because the proceeds of this bond will be used tq
finance a new renewable energy project. The impgact
of this decision will be the emissions reductions
attributable to the project being financed.

Ergagement with investees
on their activities

A bond holder has a bilateral engagement with an
investee company to persuade it to increase the gcale
of its capex investment plans on renewable techrjol-

ogies. The bond holder requires capex investments
plans to be scaled before maturity, otherwise it #ill
not renew its position or invest in new bonds. Thg
impact of this action relates to possible changes in

the capex investment plans of this investee company.

Loans

30

Limit lending to certain
activities/organizations

A bank decides not to open a new credit line to a com-
pany because this company cannot demonstrate any
efforts being made to align its business strategy with
the climate goals enshrined in the Paris Agreement.
The impact of this action is uncertain as the company
can ask another bank for a new credit line.

© ISO 2021 - All rights reserved
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Table B.1 (continued)

Assets

Action

Example and associated impact

Set above-market or
preferential conditions for
lending to certain cli-
mate-friendly activities or
organizations to increase
investment volume (e.g.
first-loss debt)

A bank decides to partner with a development
finance institution to offer concessional loans for
companies engaged in renewable energy investment
projects and the development finance institution
agrees to subsidize the interest rate for borrow-

ers. The impact of this decision is demonstrated
through the increased amount of capital available for
commercial capex investment in renewables and the
potential future emissions reduction associated with

those commercial investments.

Define climate-related
conditions for lending to
certain activities or organ-
izations

A bank decides to offer a preferential iritgrest rate

to companies in a particular sector that have more
than 80 % of their capital expenditures devoted to
low-carbon technologies. Thejimpact of this decision
is the increasing numben.ofcompanies ayailing more
capital for projects op-dow-carbon techndlogies in
order be eligible forthe’preferential rate

NOTH 1

NOTHE 2

NOTE 3

ISO 14030-1 specifies requirements for the issuance of green bonds.
ISO 14030-2 specifies requirements for the origination of'green loans.

ISO 14030-3 provides a classification of environmentally beneficial projects, assets and

hctivities.

© IS0 2021 - All rights reserved
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Annex C
(informative)

Guidance on the selection of scenarios

C.1 General

In the selec]
— ambitio
speed ({
bounda
granula
time ho

parame

assump

C.2 Amb

The financid
possible, thg
(e.g.inthec

C.3 Spee

The scenari

ion of a scenario, the financier should consider the following factors:
h (see C.2);
ee C.3);

ries (see C.4);

Irity (see C.5);
Fizon (see C.6);
ters (see C.7);

tions (see C.8).

ition

r should consider a scenario that is consistent with the climate goals. Where applicabl
b financier should use a scenario consistent with the most ambitious of the climate
hse of the Paris Agreement, this sheuld be at least a well below 2 °C scenario).

d

h speed relates to the-disruptiveness or non-linearity of the transition. When availablg

organization should consider using scenarios with more sudden or abrupt impacts as these are likg

create more

The organiz
order to und

C.4 Bour

significant risks:

ation should/eléarly identify and communicate on the speed of the scenario select
erstand if the time frame used in the analysis captures the most abrupt impacts.

) daries

b and
boals

b, the
ly to

bd in

The organization should select a scenario in which geographic boundaries are consistent with the
geographical scope of the investee targeted by the climate action.

Three different geographical scopes for scenarios can be considered: global level, regional level and
country level.

The selectio

a)

market

b)

n of the scope should be consistent with the following:

(e.g. production of vehicles);

local market (e.g. electricity capacity generation).

32

scenarios at the global level should be selected when the activity or outcome is part of a global

scenarios at the regional or country level should be selected when the activity or outcome is of the
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The scenario selected should have full coverage of the activities of the investees. If it is not the case, the
financier should understand and communicate on the implications of the missing scope.

C.5

Granularity

The financier should use a scenario at the highest geographical, sectoral and technology level of
differentiation available to clearly determine the outcome trajectory of the investee targeted by the

clim

ate action.

Country level scenarios (e.g. Mexico, China) are preferred to regional level scenarios (e.g. Latin America

and

the Fnrihhnah’ Fnrnpn) Scenarios that prnviﬂn information at a fnrhnn]ngy level (p g

production

of elgctric vehicles, internal combustion engine and/or hybrid) are preferred to scenarids, that provide

inforymation at economic activity level (e.g. production of vehicles).

C.6

Parameters

Scenprios should include parameters in line with the relevant transition factors identified. The scenario

should include at least two of the following types of parameters:

a)

b)

c)
The

timefon the parameters included in the scenario.

C.7

The
clim

C.8
The

and where levels of.confidence are known. These assumptions are embedded in the scenario

and

nega

tech

The

macroeconomic trends (e.g. growth in gross domestic product,discount rates, potenti
ghocks);

Iolicy costs and incentives (e.g. feed-in tariff, carbon tax);

prganization should understand and communicate the narrative that is driving chg

Time-horizon
inancier should select a scenario with a time horizon spanning the length of time ovg

ate action is meant to last.

Assumptions

brganization should-Select scenarios in which underlying assumptions are in line wit

nclude changes'in technology deployment (e.g. nuclear, electric vehicle), including tech
}ive emissigns (e.g. carbon capture and storage), enactment of policies, price of comn
ology,.the’scenario speed, and the probability of occurrence of the modelled ambition

assumptions of the scenarios should be documented and the key assumptions disclose

roduction and technology (e.g. oil production, power‘generation, electric vehicle sales).

al economic

nges across

br which the

h its beliefs
parameters
nology with
hodities and
(e.g. 2°C).

.
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