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— Agenda g thinkstep
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10:00 Welcome

10:05 Planning

10:10 Assessing risks and opportunities
10:20 Ranking risks and opportunities
10:25 Using the outputs

10:30 Disclosures

10.35 Final thoughts

10:40 Q&A

11:00 Close
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— Core Elements of Recommended 4; thinkstep
Climate-Related Financial Disclosures ik

Governance

The organisation’s governance around climate-related
risks and opportunities

Strategy

The actual and potential impacts of climate-related
risks and opportunities on the organisation’s business,

strategy and financial planning Risk

Management

Risk Management
The processes used by the organisation to identify, Metrics

assess and manage climate-related risks and
Targets

Metrics and Targets

The metrics and targets used to assess and manage
relevant climate-related risks and opportunities
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— |nitial questions

Who is in the team?

Executive and governance
Sustainability

Risk

Finance

Operations/Asset management
People/HSE

Communications

2 2 2 2 2 2 2

Legal/Corporate Affairs

What’s our scope and boundary?

All operations, all geographies, the entire
supply chain, all at once or staged?
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- \What are the time horizons? . thinkstep
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1. XRB
- Useful life of assets or infrastructure
- Availability of data

2. 1S014091
- Lifetime of the system at risk

- Timescales over which the impacts of climate
change become critical

- Lead time for adapting to address impacts
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- \What are the time horizons? 4: thinkstep
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3. Business planning/investment horizons

- Short-term - 1 to 3/5 years

- Mid-term - 3/5 to 10 years
(match 2030 or 2050 emission reduction targets)

- Long Term 10 to 50 years

(match 2030 or 2050 emission reduction targets and/or
asset lifetimes)

IPCC scenarios: NIWA regional scenarios:
Near term: 2021-2040 Near term: 2016-2035
Mid-term: 2041-2060 Mid-term: 2046-2065
Long-term: 2081-2100 Long-term: 2081-2100
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Assessing risks and opportunities

Strategic Planning and Risk Management

v

Financial Impact

v

Cash Flow
Income Statement Balance
Statement Sheet

I !
:;.;... & @

REVENUES EXPENDITURES ASSETS & CAPITAL &
LIABILITIES FINANCING

g -

=~ @

Res'o'urce Energy Source
Efficiency

@ @
Products Markets
& Services

=

Resilience
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— A methodology to assess risks

‘A climate risk assessment describes the potential
impact of climate change on societies, economies
and the environment’ (ISO14091: 2021)

Risk Asessment Matrix

Use Existing Risk/HSE processes Lielihood Consequence
Insignificant Minor Moderate Major Catastrophic
. Almost certain Medium Extreme
Note different language - I
- Hazard — a potential source of harm Possible Medium —

Unlikely Medium Medium

- Impact - effect on natural and
human systems

Rare Low Medium
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Examples of physical hazards ‘; thinkstep

Risk Asessment Matrix

Likelihood Consequence

Insignificant Minor Moderate Major Catastrophic

Almost certain Medium High Extreme Extreme
Likely Medium High Extreme Extreme
Possible Low Medium High High
Unlikely Medium Medium High

Rare Low Medium High

More storms (frequency and intensity) Disruption to supply chains High

including tropical cyclones*

Disruption to journey to work Medium

Disruption to assets (buildings) Extreme

River and pluvial flooding: changes in '
frequency and magnitude in rural Damage to stock High
and urban areas

Disruption to journey to work Medium

Masterclass Assessing climate risk for business 13



— Examples of transitional hazards 4; thinkstep

Risk Asessment Matrix

Likelihood Consequence

o I T = W
I I O B N

Increasing climate policy Additional resourcing requirements and costs

and regulation

Potential reputational damage

Increasing price for carbon Increasing costs of offsetting to meet targets

Competitor has lower operating costs - more attractive
Competitor gains access to new, investment proposition

more energy-efficient technology

Competitor able to undercut others in the same market
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- Ranking risks

Hazard

Impacts

Risk Rating

River and pluvial flooding: changes in
frequency and magnitude

Damage to assets (buildings)

Damage to stock

Damage to journey to work

Medium

More storms (frequency and intensity)
including tropical cyclones

Damage to supply chains

Damage to journey to work

Medium

Competitor gains access to new, more
energy-efficient technology

Competitor has lower operating costs — more attractive

investment potential

Competitor can undercut others

i . . More resources needed, increased costs Medium
More climate policy and regulation
Reputational damage Low
Higher price for carbon Higher offsetting costs to meet targets Low

Masterclass Assessing climate risk for business
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- Language of adaptation planning thinkstep

anz

Sensitivity

y

(Potential)
climate change impact
(Risk without adaptation)

Risk with adaptation ¢ --------- - - - __
(in the future)

The dotted line means that adaptation actions have been implemented.

(1SO 14091 2021)
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Example with commentary

Climate related
‘hazard’

Increased water
stress

Increasing
climate-related
policy and
regulation

Impacts

Crop loss

Reduced protection

Reduced crop yeild

Increased cost of
compliance

Reduced
operational capacity

Reduced profit

Reputational
damage

Risk Rating

High

High
High

Medium

Low

Observation

Already experiencing water stress and
major regional droughts

As above

As above

Increased consent application costs.
TCFD requirements need more
resources.

Reallocating existing resources to
respond to extra needs

No impact to date

No impact to date

Adaptation(s)

Increase access to and
security of water supply
Research and develop
drought-resistant varietals

As above

As above

Increase compliance
budgets and gain
resources needed

Crop loss
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— Added value 4: thinkstep
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=

Engage and inform o= Facilitate external
PO leadership and governance °=/| review and audit
. W
(> 1 Inform climate-related Improve access
\Vig strategy — what to include, to capital

where to focus, when to act

Support disclosures -

Basis for scenario analysis %&) transparent, consistent
Y, and adaptation planning connected

Masterclass Assessing climate risk for business 20
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- Disclosures — mandated companies

Table 1. Top climate-related financial risks for Meridian Energy

thinkstep

anz

Climate-related risks and opportunities identified over the short, medium and long-term

An overview of Genesis' highest rated climate-related risks and oppartunities are included below. Recognising that the climate scenario is dynamic and unknown to a certain extent, the classification
represents Genesis’ current assessmant of the risk landscape. The impact rating corresponds to a defined Genesis risk managsment matrix. The risks below are discussad in mors detail on pages 3-14.

Regulatory changes

Transition risks

Consumer and investor Technological

Physical risks

Environmental and Long-term climate Acute climate events

- ol M e - e impacting thermal preference, and developments physical changes changes that impact causing damage to
Risk drivers e e £o= EIETCTERS generation or sale of staksholder percaption, impacting thermal hydro generstion critical infrastructurs
hydro catchments emissions intensive industries spot price volatility fuel T e Ty e
landscape
Type Physical Transition Transition Risk/opportunity Risk & come opportunil Opportunity Rsomerick  Risk =
Scale Medium Medium Medium Timeframe Short-term Short to Medium-term Short to Medium-term Short-term Longerm Long-term
(110 years) (1-20 years) (1-20 years) (110 years) (gradusl increass in (gradusl incresss in
Likelihood W About as likely as not K RlSKS & Eﬁ'ﬂ”’ :er next Izllmhhund c;;lar next
-30 yeal 0-30 year
Tiesatrame ( Luag e 30 oty Lt 20 y8es) e e 830y OPPORTUNITIES. et rating . " -
Wn events in Sudden drop in electricity demand os emissions-  As New Toases its share of
i . hydro catchments. intensive indusiries are d - Goneration, it may lead to higher levels
mpacts climate change legisiation o shifting consumer spot price volatility.
preferences for sustainable goods and services. RISKS OPPORTUNITIES
intensity of extreme rainfall events Faduca_d _aleth:ity demand may g ‘,_impacl . d . of ¢ risk man CHANGES IN TEMPERATURE CONSUMER / INVESTOR DESIRE FOR
Financial implications i s the owering of dom water leves on Meridions revenue. for exampis f the dairy to ncreases n the ;tt;rcantnga of grid RENEWABLE GENERATION
g of dam structures. RISK RATING Scenario 1: Scenario 2: Scenario 1: Scenario 2:
1.5°CIN 2050 3'CIN 2050 1.5°C IN 2050 3'CIN 2050
Guantification ( -$11 million -$12 to -$17 million -$1to-340 million ) DESCRIPTION Periods of drought reduce calchment inflows. Increasing average temperatures and the incidence of hot days may red pant  Th d differential in ferms of access o deb between high performing ESG
output andfor the reliability of air-cooled plant and equipment increasing output variability, and pofentially reducing g generation d ESG companies results in savings on debf insfrments such
m financial impact is an Estimated potential financial impact is an Estimgtad. --rm‘mm impactis capacity a5 sustainabllity linked loans / green bonds and improved credit ratings. Potential uplift of
annualised figi a 30 year - lizac §, 30 - n estimate. | cost. and informec share price valuafion.
estimated civil construction costs and negative calculated by modelling the impact of a step- costs of current risk instruments and int . . .
Methodology revanue impacts. change reduction in demand and comparing on magnituds of potential changes to: LIKELIHOOD Likely ‘ Likely =0 l =i
itto our E""'“"‘”,‘ scenario. There is significant spot price volatility. IMPACTS Reduction in inflows and increased ambient lemperature leading 1o decreased generation and revenue, Reduced costs.
uncertainty to this calculation.
Probable Maximum Flood values are reviewed ance  Meridian supports of climate actian policy that Meridian has a mature commadity risk TIME PERIOD s M L s M L
every ten years to incorporate climate change. would increase electricity demand in other sectors,  that includes specific limits for allowab -
Management response in particular the use of electricity in the transport o spot electricity price risk. Within that FINANCIAL
and industrial heat sactors of the economy. the cost of mitigation is traded-off aga IMPLICATIONS Medium Medium
impact of accepting the risk. _—
METHODOLOGY Drought impact ealculated through inereasing prior worst observed drought with price impacts assumed based on market prices observed From a debt perspective, we have considered possible savings from preferential debt rates.
during drought periads. Impacts on geothermal stations assessed through existing observed temperature impacts on generation on sustainability-linked loans and bonds, as well as the impact a potential downgrade of aur
credit rating due to poor ESG performance could have on our debt costs,
T Continue portfolio o manage drought as it impacts the catchment over time - including through using contracts Continue fo communicate key ESG factors in our communications and Investor Relations.

Example Disclosures | Task Force on Climate-Related

or length of the portfolio. Geothermal station impacts will be managed t

g sfation modification aptions and cooling

programmes. Further develop our green debt portfolio.

TIME PERIOD:

S Short-term 1-5 years

Financial Disclosures (fsb-tcfd.org)

MERCURY_ 2022 ANNUAL REPORT (adobe.com)

M Mid-term 510 years

Long-term 10+ s
a year

FY22 Climate Risk Report.pdf (genesisenergy.co.nz)
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LIKELIHOOD: FINANCIAL IMPACT: RISK RATING:
IMPACT
Likely: H High
Wil robably,or i expected,
o occurwithin a 3-10 year fmsframe Medium o Low Medium High
Greater than $T50k M Medium 8
Possible: Lik
Has the potential 15 oceur Low: e ely M M H
Less fhan $750 =
L Low E
Unlikely: Possible
Unlikely 10 occus The-combinatian of impact and lkelibood 1o 3 L M H
deterine sk ratgs 5 shown i The fable fo . . .
ha ight,Mota i i » simoliied versin of
'he more detailed infernal risk matrix used by Unlikely L M M
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https://www.fsb-tcfd.org/example-disclosures/
https://www.fsb-tcfd.org/example-disclosures/
https://indd.adobe.com/view/3d4b71af-e25a-4f7b-9860-9478b32541dc
https://media.genesisenergy.co.nz/genesis/investor/2022/FY22_Climate_Risk_Report.pdf?_ga=2.262857228.1245840196.1676414454-1599661272.1676414453
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SME
@imc:@ HOME HOW IT WORKS RESOURCES + COMMITTED BUSINESSES ENGLISH ~ LOGIN
From Now to Net Zero

" A Practical Guide for SMEs

5

Join thousands of
businesses tackling
climate change

Begin your journey to reduce emissions
with our free tools and resources

GET STARTED



https://smeclimatehub.org/committed-businesses/
https://www.lloydsbank.com/assets/assets-business-banking/pdfs/from_now_to_net_zero.pdf

Disclosures — where might they be going?

_The Future of
Climate Change
Transition
Reporting

CPP Investments

InsightsINSTITUTE

NOVEMBER 2022

The Decarbonization Imperative

An updated proposal to help corporate boards and

develop, and investors assess,
mn

transparent and credible plans to ach goals and

[
‘4\5

Ie

THINKINGahead
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“Some companies have made
commitments to net-zero emissions
without clear pathways to achieve those
goals, putting them at risk of negative
market reactions when investors realize
the goals are not achievable. Others have
yet to even create a governance
framework to address the issue or assess
their current GHG emissions, the
essential first steps to decarbonization
and sustainability according to the Task
Force on Climate-related Financial
Disclosures (TCFD).”


https://smeclimatehub.org/committed-businesses/
https://www.lloydsbank.com/assets/assets-business-banking/pdfs/from_now_to_net_zero.pdf
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Final thoughts ‘; thinkstep

- Strongly support the XRB recommendation

that this is approached at the sector level (=
business associations for SMEs)

- Take it in stages

isk L
s - Start with issues you know you can make

progress on

Management

Metrics - Build a realistic roadmap

T;'g':ts - You don’t need to do it all at once

- Build on success

TCFD, Recommendations of the Task Force on
Climate-related Financial Disclosures, June 2017

Masterclass Assessing climate risk for business 26
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— Thank you 4: thinkstep

Q&A
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Succeed sustainably

thinkstep-anz.com

Wellington | Auckland | Christchurch | Hamilton | Rotorua
Sydney | Melbourne | Perth | Canberra | Adelaide | Brisbane

Certified

CLIMATE
B €=, (239
Carbon @ LA

Corporahon EMISSIONS IN NEW ZEALAND RUSINESS OPERATIONS DRIVING AMBITIOUS CORPORATE CLIMATE ACTION
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