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Why Corporate Responsibility is of growing importance

Interested parties Costs + Values + Risk + Reputation
During the 80s During the 90s Since 2000 Today
important crucial urgent necessary
Corporate

Internal / external

Capital markets Responsibility /

Sustainability

Shareholders Corporate
Supervisory board Governance Compliance
Reputation

l;/lanzlﬂgement Compliance CC Environmental,
mployees Improvement Adequate economic and

Business partners of the financial social aspects

Media / publicity Cost savings Shareholder reporting are seen as equal

NGOs, churches Cost Value Disclosure Corporate

Representatives minimization | T Increase of ROl T requirements +  Citizenship is

of associations Tax savings Anti-Corruption only an add-on

The business landscape has changed! The responsibilities of companies are no longer
limited to shareholders, but a large group of stakeholders.
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Sustainability is now firmly on the agenda

Influences by Stakeholder Groups resulting in pressure on companies
from multiple stakeholders to respond:

Company Responses

Governance:

Board-level committees established for the
oversight of sustainability programmes and

Customers performance Regulators

Risk Management:

Climate change and sustainability risks and
controls evaluated

Investors Business changes: Politicians

Green, ethical and carbon neutral products
being brought to market;

Supply chain risks and impacts reviewed

Measurement and Reporting:

Insurers Public commitments made on targets; Emponees
Performance and progress against target
publicly reported in sustainability reports;
Independent assurance over reports
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Non-financial reporting is brought in line with financial

reporting

Financial
Reporting

Non-Financial Reporting

Going Concern

IFRS, US-GAAP etc.

Internal reporting of financial KPIs

Annual Accounts /
Annual Report

Assurance

Corporate Responsibility / Sustainability

GHG Protocol, GRI, AA100O etc.

Internal reporting of non-financial KPIs

Corporate Responsibility /
Sustainability reports

Assurance

CR reports are most often prepared by the marketing department and not by the
finance or the risk management departments...
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Interim Conclusion

Demonstrating sustainability sensitivity in core business strategies
serves as the foundation for achieving sustainable growth and lasting
competitiveness.

There is a growing expectation by the capital markets that non-

financial data of corporate responsibility reports are accountable and
audited.

This requires concepts which provide in-depth solutions to
organizations on issues pertaining to environment, society and energy
management for mitigating risks and leveraging on opportunities
including those on new technologies.
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Why is climate change a business risk?

Environmental and sustainability challenges continue to escalate, most
dramatically in carbon-intensive sectors

GHG emissions may soon have a crucial influence on the financial
statements

The concept of Emission Trading Systems are on top of the political
agendas all over the world

The change of Administration in the US raises the possibility of concerted
government regulation

Failure to be seen to be responding to climate change could have huge
reputational risks for companies

The competitive battlegrounds change towards green technologies and
products, e.g. renewable energies
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Climate change holds place four in the list of important
business risks 2009...

The credit h (2) ' '
e credit crunc Ernst & Young interviewed more

The 2009 S : - .

Sl = it than 100 industry commentators
e Deepening recession (New) representing 11 sectors and more
o Radical greening (9) than 20 academic disciplines to
Non-traditional entrants (16) identify the top business risks for

Cost cutting (8) 2009 worldwide
Managing talent (11) This list afterwards was prioritized
Executing alliances and by CEOs, strategy planning execu-

transactions (7)

tives, analysts, journalists in trade
Business model redundancy (New)  nyplications, advisors as well as our

Bl ERNST& YOUNG

Qualityl Everything We Do Reputaﬁon riSKS (22) E&Y eX pe rtS

...in 2008, it was only listed on place nine!
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For 2009 the analysts rated ‘Radical Greening’ as

.critical” in three sectors, and ,,high" in three others...

Impact scale Industries
Critical 20| 2 %’ 32| 3 C|zEgR| 2| =
i 2 m =] = o A ] o = w P =
H High 2% 5|3 |28 5 |5 |3:5 s | 8|z
H redium o g |2 |73 2 3 g g - S
Maoderate D = - £ 7 . .
- |z Radical Greening

1 The credit crunch ‘ Critical Risk:

2 Requlationand compliance ..2:- .. Automotive

3 Deepening recession
- Consumer Products

0
X 5 Cost cutting

Insurance

High Risk:
Asset Management
Media and Entertainment
Telecoms

7 Managing talent

8 Executing alliances and transactions

2 Business model redundancy

10 Reputation risks

Source: Ernst & Young Business Risk Report 2009

In 2008 ,,Radical Greening" was rated as having a ,,critical impact” in only two sectors.
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Companies start to acknowledge the possible impact,
climate change could have on their business activities...

How important is climate change as a strategic concern for your company?

0% 10% 20% 30% 40% 50%

(Notimportant) 5 F o

Percentage of 48 respondents

Source: Ernst & Young - Global cleantech insights and trends report 2008-09
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Climate change plays an important role in product-/
technology development divisions...

i m Corporate Strategy

_ Corporate Communication / Public Relations

_ _ _ _ _ _ Sales / Marketing
B e e e e A e -

I SN U T U W Product- / Technology Development
“ Production Process

BN Procurement

0% 10% 20% 30% 40% 50% 60% 7T0% 80% 90% 100%

No or little influence M Medium influence [0 High influence

Source: Ernst & Young - Climate Change Survey 2008
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Clean technologies enable companies to respond to
climate change ...

Have you taken the following actions in response to climate change?

Oh 106 20% 3% 4% 50% 60 TOh 80K

[ == e e e ——— -
I Identified new products and/or services

Identified cost-saving opportunities
: ______ Iﬁeg_rat_ed_cle:m_teawn;lozie: in_to _________________ -

internal systems or supply chain

Worked with your vendor to green your supply chain

Established a corporate responsibility /

sustainability commitment 60%

Percentage of 46 respondents

Source: Ernst & Young - Global cleantech insights and trends report 2008-09
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Global Venture Capital Investments in Cleantech

Note: Includes US, Europe,
Israel, China and India.

299

Global venture capital
investment in clean-
tech reached USS 6.1
billion in 2008

Cleantech now
represents 14% of
global VC investment

2002 2003 2004 2005 2006 2007 2008

B Amount raised (US$ B) —8— Number of deals Source: Dow Jones VentureSource

Cleantech investment has followed the surging demand for cleantech innovation...
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Interim Conclusion

Climate change is a Risk Issue for companies
Climate change is one of the most important business risks

Critical risk potentials for the Automotive, Insurance and Consumer
Products Sector

High risk potentials for Asset Management, Media and Entertainment
as well as Telecommunication Sector

Climate change is also a driver for New Technologies

Climate Change has a high influence on the product and technology
development divisions

The development of and investment in new clean technologies are
the main corporate activities to respond the climate change
demands
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German companies committed themselves to ambitious
carbon reduction targets as part of their CR initiatives...

Quantitative CO, Reduction Targets
Company Reduction
Targets Base year Target Deadline Scope
Minchener Rlck YES N/A Neutral 2012 Reinsurance activities
E.ON AG YES 1990 - 50% 2030 N/A
RWE AG YES 2006 -37% 2015 N/A
Deutsche Post DHL AG YES 2007 -10% / - 30% 2012/2020 Deutsche Post DHL
Bayer AG YES 2005 -5%to - 25% 2020 Company divisions
Siemens AG YES N/A - 20% 2011 N/A
Lufthansa AG YES 2006 - 25% 2020 Per air mile
Deutsche Bank AG YES 2007 - 20% 2012 N/A
Continental AG YES N/A -20% 2012 Production Processes
Volkswagen AG YES N/A - 20% 2010 China
Metro AG YES 2006 - 15% 2015 N/A
Merck KGaA YES 2002 - 10% 2010 N/A
BASF AG YES 2002 - 25% 2020 Product / Production Process
Infineon Technologies AG YES 1995 - 10% 2010 N/A
Henkel AG YES 2007 -15% 2012 Product
SAP AG YES 2007 -51% 2020 Value chain
BMW AG YES N/A lower to 140 g/km 2008 ACEA-fleet avarage
Source: Company websites as of May 2009
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A need for a Carbon Accounting system

,Only what get's measured, get's managed"”

A Carbon Accounting System assures verifiable measurement of GHG emissions and
enables companies to upgrade their ecological and financial performance...

Reporting/ Feedback
... by analyzing aber-
rations, continuous im-
provement and learning
processes will take effect!

ZZ :/ Car%

Performance-Check
... to find out how about
your performance, you
will need essential data
for the calculation of key
indicators!

Planning

... only those who set
themselves objectives,
will be able to find out if
they succeed!

Controlling

... defining necessary
actions for target
achievement and the
evaluation of invest-ments
require transparency!

Accounting
System
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Carbon Accounting requires...

Compliance with high and international accepted standards and
avoidance of ,Greenwashing’ at all levels

Compatibility of the climate change strategy with the company’s
culture

Consistent and verifiable management and reporting structures
assuring relevance, integrity, consistency, transparency and accuracy
at all time

Controlling monitoring system through GHG KPIs
Climate change awareness across all divisions
Communication with all internal and external stakeholders

Adequate Carbon Accounting is a must for responsible climate change risk
management!

June 2, 2009 Page 19 New Technologies and Corporate Responsibility - The Role of Carbon Accounting Ell ERNST & YOUNG
Quality In Everything We Do



Our approach for auditing the implementation of a
Carbon Accounting System

1. Review of carbon

2. Risk assessment

accounting system

setup

Review and
understand the
existing
fundamentals

Determine potential

risks and critical
success factors

Review and
understand the
requirements /

expectations of the

stakeholders

3. Test implemen-
tation of carbon
accounting
system

Ensure consistent
and robust use of
the carbon
accounting system

4. Recommenda-
tion phase and
final assessment

Compromise
validity of the
assurance process

Identify weaknesses
of the processes

Improve system
processes

Final assessment of
the carbon
accounting system

5. Assurance
statement and
management
report

Prepare feedback to
management to
strengthen the internal
management process

Provide an assurance
statement

Ongoing feedback, presence during the implementation on-site and
qguality assurance...
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Conclusion

Mandatory disclosure requirements in many markets have brought an
increased focus on sustainability reporting.

The adequate measurement of carbon emissions is important for
companies to manage their GHG emissions as a part of their risk
management.

The lack of a precise measurement will result in improper carbon risk
management and will potentially create risks with financial, operational
and reputational consequences.

To this end, carbon management becomes an important business case itself
and the disclosure of GHG emissions is an important part of corporate
responsibility!
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Thank you...
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