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Systemic approach for baseline setting and tracking performance
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Estanlish forward-looking matrix

Monitoring progress: It is important for PE firms to monitor company progress against their objectives over time
using metrics in our climate tools and dashboards.

Pre-Investment > 2 Post-deal Engagement

Standardized initial screening process Fund managers and risk teams to track the pace of transition in portfolios
considering: companies :

* Exclusion list + For example: Temperature-Rating Model estimates the potential forward-

« High level risks looking environmental impact of your investing activities. Specifically, the

model calculates the implied temperature pathway for a snapshot of PE’s

* Investment size investment holdings.

Listof PCs/

e

ﬁ Funds

Fund1

| Online tool Temperature
- Score

Fund 2

Fund3

Outcome: Outcome:

: , * Ensure investment teams are able to manage the transition thoughtfully,

* Full list of exclusionary preferences . o
as valuations of better placed companies rise and fall

* Level of climate due diligence




Establish climate governance framework

Board level

Steps Purpose

Governance: Establish key committees, usually required by corporate governance codes, : Group Executive Committee [ —: Chief Sustainability :
Accountability to respond to key challenges including accountability and the board, _____ Officer 1
and alignment accounts, alignment, and executive pay. These committee are the Delegation

nominations committee, audit committee, and remuneration committee

ESG
Committee
(Optional)

Risk Audit

Nomination Proxy Voting

Investment

.......................................................................................................................................... . cummiueEl cﬂmmittEE
Develop a SBTi implementation roadmap, and develop greenhouse gas

emission reduction targets for official validation by the SBTi, develop
engagement strategies and help with strategic security selection and
allocation decisions.

Committee Committee Committee

Ggovernance

Framework SRRSO Management level

Sustainable Investing Reputational Risk Other
Working Group Working Group Working Groups

Guidance

Operationalize the target operating model with clear reporting and

: monitoring line throughout the investment cycle and reporting procedures Implementation level

Investment Risk Legal Operations IR 0

Team Team Team Team Team

Supporting
Teams

. ESG-specific responsibility . Mo ESG-specific responsibility



Establish engagement policy and strategies

PE firms should develop an engagement strategy to achieve Paris Agreement alignment of their PCs, assets, and borrowers, through the adoption and publication of time-bound 1.5
degrees Celsius transition plans, as well as influence GPs, LPs and PCs to adopt or align with SBTs where possible and disclose a record of engagement attempts for transparency.

TargetDisclosure and transition

plans Target Monitoring .

Target disclosure and transition A commitment to review and
plans for alignment with TCFD ratchet up targets and

Understand the vision recommendations. Such transition plans in light of the
information should be published in evolving climate science

A commitment to align business mainstream finan_cial reports . i

models with the Paris Agreement (integrated reporting) Public Commitment

and, more concretely, a time

bound climate science—based ; .

transition target built on forward- A p_qbllC qommltment to SUpp_0rt_
looking climate scenario analysis, policies aiming to reduce emissions

; in line with the Paris Agreement, be
Ganltal Management transparent about lobbying

Capital management plans to activities and related expenditures,
end capital expenditure for new and exit third party organizations
high-carbon projects where the

PE firm has majority control over

PCs and increase capital

expenditure for low-carbon

projects with a clear timeline for

the closure of existing high
carbon assets



Consistent climate transition pian at portfolio companies level

Internal Governance

Business & Controls and ERM

Strategy

Climate Strategy

Key inputs and enablers

Board level support A Wider
o I — I Emission Transition | Adaptation Climate
I Reduction

Ambitions Plan Plan e.g. Circular
@ Economy

I Climate risk and opportunities

I Robust emissions data & baseline I

I Existing commitments and targets I

e Decision useful metrics, targets and e
I Costed decarbonisation options I Operational Transformation effective TCFD disclosures
I Policy I Financial accounting considerations G
Key considerations
Transition & adaptation plans will often involve [3) Transition & adaptation planning should complement |9 Transition & adaptation plans can enable the creation
significant strategic decisions and will require board broader corporate strategy and be integrated with any of clear metrics and targets, which should form part of
level engagement to support successful delivery existing scenario analysis an effective TCFD disclosure
9 Data inputs need to be robust and regularly updated to '9 As a key mitigation to climate risk, the plans should @ Where plan delivery has financial implications, these
ensure analysis is accurate, measurable and replicable also be aligned with the existing risk management should be reflected in the financial accounts to ensure
framework, and risks to plan delivery identified & consistency
managed

KPMG |



KPMG

Some or all of the services described herein may not be permissible for KPMG audit clients and their affiliates or
related entities.

[ ] j L
in¥ f%s o0
kpmg.com/cn/socialmedia

The information contained herein is of a general nature and is not intended to address the circumstances of any particular
individual or entity. Although we endeavor to provide accurate and timely information, there can be no guarantee that such
information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on
such information without appropriate professional advice after a thorough examination of the particular situation.

The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global
organisation.

© 2023 KPMG Advisory (Hong Kong) Limited, a Hong Kong (SAR) limited liability company and a member firm of the KPMG global
organization of independent member firms affiliated with KPMG International Limited, a private English company limited by oo ooooooSoooooooDo oo Ol
guarantee. All rights reserved. 1

Document Classification: KPMG Confidential



	Slide 1:  Science Based Target Setting for  Private Equity
	Slide 2: Key challenges for Private Equity in SBTi 
	Slide 3: Systemic approach for baseline setting and tracking performance 
	Slide 4: Establish forward-looking matrix 
	Slide 5: Establish climate governance framework
	Slide 6: Establish  engagement policy and strategies  
	Slide 7
	Slide 8

