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EXECUTIVE SUMMARY

The Transition Pathway Initiative (TPI) is a global, asset owner-led initiative, supported by
asset owners and managers with over £4/$5.2 trillion of assets under management. The
initiative assesses how companies are preparing for the transition to a low-carbon
economy, focusing on two elements:

1. Management Quality: the quality of companies’ management of their greenhouse
gas emissions and of risks and opportunities related to the low-carbon transition.

2. Carbon Performance: how companies’ carbon performance now and in the future
might compare to the international targets and national pledges made as part of
the Paris Agreement.

This report contains our assessment of the management quality of the world’s 20 largest
publicly-listed coal mining companies, a group that includes both diversified miners as well
as companies focused on the mining of coal. The list of companies covered in this report is
presented in Table 1.

Table 1 Coal mining companies covered by this report

Adaro Energy PT Coal India Semirara Mining and Power

African Rainbow Minerals Ltd Consol Energy Shougang Fushan Resources

Anglo American DMCI Holdings Group

B Tambang Batubara Bukit Asam
anpu Exxaro Resources

BHP Billiton Glencore Vale DoRio Doce

China Coal Energy Inner Mongolia Yitai Coal Whitehaven Coal

China Shenhua Energy Rio Tinto Ltd Yanzhou Coal Mining

The results suggest that there is significant variation in how coal mining companies are
managing the risks and opportunities presented by climate change. Of the 14 specialist coal
mining companies, 3 do not appear to even acknowledge climate change as a business
issue, 5 acknowledge it as a business issue, but otherwise have limited capacity to manage
climate change, 5 appear to be building their capacity on climate change and just one has
integrated climate change into operational decision-making.

A much more encouraging picture emerges when we look at the 6 diversified mining
companies. Of these, one company is considered to have integrated climate change into its
operational decision-making and 5 are considered to have a strategic approach to climate
change, the highest level of management in the TPl framework.

A more detailed analysis of companies’ management quality scores reveals that, beyond
explicitly recognising climate change as a significant business issue and having a policy in
place that commits the company to act, there are significant weaknesses in the sector’s
approach. For example, only 11 of the 20 companies disclose their operational greenhouse
gas emissions and only 2 out of 20 have set long-term, quantitative targets for their
operational greenhouse gas emissions. Perhaps most significantly, only 9 out of 20
companies disclose their Scope 3 emissions, despite the importance of downstream
emissions from burning coal (classified as Scope 3 emissions) to the lifecycle carbon
footprint of coal mining companies.




That is, the central conclusion is that, for almost all companies in the coal mining sector,
there is much that they need to do to improve their management of their carbon emissions,
and of the business risks and opportunities presented by the low-carbon transition.



1. INTRODUCTION

1.1. About this report

This report discusses the results of the Transition Pathway Initiative (TPI) assessment of the
management quality of the world’s 20 largest publicly-listed coal mining companies, a
group that includes both diversified miners, as well as companies focused on the mining of
coal™.

1.2. The Transition Pathway Initiative

The TPI is a global, asset owner-led initiative, supported by asset owners and managers
with around £4/$5.2 trillion of assets under management. The TPI aims to evaluate what
the transition to a low-carbon economy looks like for companies in high-impact sectors,
such as mining, oil and gas, and electricity, and to assess how well-prepared companies in
these sectors are for the transition to a low-carbon economy. Companies are analysed in
two ways:

1. Management Quality: TPl evaluates and tracks the quality of companies’
management of their greenhouse gas emissions and of risks and opportunities
related to the low-carbon transition. Companies are assigned to one of five levels,
from level o (“"Unaware of, or not Acknowledging, Climate Change as a Business
Issue”) to level 4 (“Strategic Assessment”), based on how they perform against 14
criteria. It is the results of this part of the analysis that we cover in this report.

2. Carbon Performance: TPI also evaluates how companies’ recent and future carbon
performance might compare to the international targets and national pledges made
as part of the Paris Agreement.

TPI publishes the results of its analysis through an open online tool hosted by the Grantham
Research Institute on Climate Change and the Environment at the London School of
Economics (LSE): http://www.transitionpathwayinitiative.org. TPl encourages investors to
use the data, indicators and online tool to inform their investment research, decision-
making, engagement with companies, proxy voting and dialogue with fund managers and
policy makers.

*The full results are available on the TPl website, at http://www.transitionpathwayinitiative.org.


http://www.transitionpathwayinitiative.org/
http://www.transitionpathwayinitiative.org/

2. AN OVERVIEW OF THE MANAGEMENT QUALITY METHODOLOGY?

In practice, companies tend to implement their carbon management systems and
processes in a relatively staged and structured manner. They often start by publicly
acknowledging the relevance of climate change to their business, followed by the
development of a high-level policy or statement. They then tend to set some relatively
short-term, process-oriented targets, before progressively extending the duration and
stringency of their targets, and defining these in a more precise, quantitative way. A similar
phenomenon is often seen in reporting: companies tend to start by reporting on the
operational (or Scope 1 and 2) carbon emissions from part of their business, and then
progressively extend this reporting to apply to more of the business and, in time, to cover
some of the emissions from their supply chains and from the use of their products (Scope 3
emissions).

Accordingly, TPI's management quality framework tracks the progress of companies
through the following five levels:

e Level o - Unaware of (or not Acknowledging) Climate Change as a Business
Issue.

e Level 1 - Acknowledging Climate Change as a Business Issue: the company
acknowledges that climate change presents business risks and/or opportunities, and
that the company has a responsibility to manage its greenhouse gas emissions. This
is often the point where companies adopt a climate change policy.

e Level 2 - Building Capacity: the company develops its basic capacity, its
management systems and processes, and starts to report on practice and
performance.

e Level 3 - Integrated into Operational Decision-Making: the company improves its
operational practices, assigns senior management or board responsibility for
climate change and provides comprehensive disclosures on its carbon practices and
performance.

e Level 4 — Strategic Assessment: the company develops a more strategic and
holistic understanding of risks and opportunities related to the low-carbon
transition and integrates this into its business strategy and capital expenditure
decisions.

Our previous research?® suggests that some companies are still at an early stage of
establishing carbon management and reporting processes, whereas others have assessed
the resilience of their businesses and business models to a range of future low-carbon
scenarios, published details of their low-carbon energy research and development (R&D)
and investment strategies, and aligned their strategic key performance indicators (KPIs) on
climate change and their executive incentives. Companies can move both up and down
levels; for example, if the threat of carbon regulation or taxation recedes, companies may
assign a lower priority to efforts to reduce emissions or improve energy efficiency.

* Afuller description of the methodology is provided in Sullivan, R., Dietz, S., Garcia-Manas, C., Matthews, A. and Ward, F.
(2017), Methodology and Indicators Report. Version 1.0. 11 January 2017 (Transition Pathway Initiative, London, UK),
http://www.lse.ac.uk/Granthaminstitute/tpi/wp-content/uploads/2017/01/Methodology.pdf

®Dietz, S., French, E. and Rauis, B. (2017), Carbon Performance Assessment of Electricity Utilities: A Commentary. 7 June
2017 (Transition Pathway Initiative, London, UK), http://www.Ise.ac.uk/Granthamlnstitute/tpi/wp-
content/uploads/2017/06/TPI.Launch.Performance.Utilities.June .2017.pdf. See also the data on the TPI website:
http://www.lse.ac.uk/Granthamlnstitute/tpi/the-toolkit/
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Fourteen criteria are used to map companies on to the five levels of the TPl management
quality framework (see Table 2 and Appendix 1 for more detail). Answers to the 14
questions are based on data provided by FTSE Russell, specifically the data and indicators it
uses to develop its ESG Ratings.* These data are based on public disclosures by the
companies themselves, which encourages companies to provide a better account of how
they manage climate change, and ensures that companies are assessed consistently.
Improved company disclosures on climate change are a core objective of TPI.

Table 2 TPI management quality indicators

Level o: Unaware of (or not Acknowledging) Climate Change as a Business Issue

Question 1

Does the company acknowledge climate change as a significant issue for the business?
(Yes/No)

If the company does not acknowledge climate change as a significant issue for the business,
it is considered to be at Level o.

Level 1: Acknow

ledging Climate Change as a Business Issue

Question 2 Does the company explicitly recognise climate change as a significant issue for the business?
(Yes/No)
Question 3 Does the company have a policy (or equivalent) commitment to action on climate change?

(Yes/No)

Level 2: Building Capacity

Question 4 Has the company set energy efficiency or relative or absolute greenhouse gas emission
reduction targets? (Yes/No)
Question 5 Has the company published information on its Scope 1 and 2 greenhouse gas emissions?

(Yes/No)

Level 3: Integrated into Operational Decision-Making

Question 6 Has the company nominated a board member or board committee with explicit
responsibility for oversight of the climate change policy? (Yes/No)

Question 7 Has the company set quantitative relative or absolute targets for reducing its operational
(Scope 1 and 2) greenhouse gas emissions? (Yes/No)

Question 8 Does the company report on Scope 3 emissions? (Yes/No)

Question g Has the company had its operational greenhouse gas emissions data verified? (Yes/No)

Question1o | Does the company support domestic and international efforts to mitigate climate change?

(Yes/No)

Level 4: Strategic Assessment

Question11 | Has the company reduced its operational (Scope 1 and 2) greenhouse gas emissions over the
past 3 years?

Question12 | Does the company provide information on the business costs — for example, capital
investments, costs of carbon permits — associated with climate change? (Yes/No)

Question 13 Has the company set long-term relative or absolute targets for reducing its greenhouse gas
emission? (Yes/No)

Question14 | Has the company incorporated environmental, social and governance issues into executive

remuneration? (Yes/No)

“ For further information see http://www.ftse.com/products/downloads/ESG-ratings-overview.pdf?8oo0.



http://www.ftse.com/products/downloads/ESG-ratings-overview.pdf?800

With the exception of Level o, companies need to be assessed as Yes to all of the questions
on a level before they can advance to the next level. For example, in order to be on Level 3,
companies need to score Yes on each of Questions 1 to 5. Similarly, in order to be on Level
4, companies need to score Yes on each of Questions 1 to 10.

The underlying data used in the assessment are provided by FTSE Russell, with these data
subject to quality assurance both by FTSE Russell and TP, in line with the process outlined
in the TPI Methodology and Indicators Report®. Providing companies with the opportunity
to review their draft results is an integral part of the TPI assessment process (even though
companies are also provided with the opportunity to review the underlying data as part of
the FTSE Russell research process).

The 20 companies in the coal mining sector were contacted by TPl on 31* May 2017 with a
draft of their assessment, and given until 28" June 2017 to respond. In total, 5 out of 20
companies responded, as a result of which the assessments of 2 companies changed.

®Sullivan et. al. (2017) (Note 2)



3. FINDINGS

3.1. Overview

This report focuses on the management quality of the world’s top 20 companies, by market
capitalisation, engaged in mining coal. The resulting group of companies, listed in Table 3,
includes 6 general mining companies and 14 companies classified by FTSE Russell’s
Industry Classification Benchmark as being specialised in mining coal. Companies are listed
on 11 different exchanges and differ widely in terms of market capitalisation, from a
maximum of nearly USD58bn to under USD1bn in 4 cases.

Table 3 Coal mining companies covered in this report

Company

Adaro Energy PT
African Rainbow Minerals Ltd

Anglo American

Banpu
BHP Billiton

China Coal Energy
China Shenhua Energy

Coal India
Consol Energy

DMCI Holdings

Exxaro Resources

Glencore

Inner Mongolia Yitai Coal

Rio Tinto Ltd

Semirara Mining and Power

Shougang Fushan Resources

Group

Tambang Batubara Bukit Asam
Vale Do Rio Doce
Whitehaven Coal

Yanzhou Coal Mining

Country

Indonesia
South Africa
UK
Thailand
UK
China
China
India
us
Philippines
South Africa
UK
China
Australia
Philippines
Hong Kong

Indonesia
Brazil
Australia

China

FTSE Russell
Industry
Classification
Benchmark

Coal mining
General mining
General mining

Coal mining
General mining

Coal mining

Coal mining

Coal mining

Coal mining

Coal mining

Coal mining
General mining

Coal mining
General mining

Coal mining

Coal mining

Coal mining
General mining
Coal mining

Coal mining

Investibility-
weighted6 market
capitalisation (USD

millions)
1,777
646
18,820
2,380
57,909
1,036
7,915
5,644
3,637
1,077
1,393
46,687
1,094
48,068
901

649

770
16,827
1,451
1,737

Figure 1 shows where these 20 companies sit on the management quality framework.

Appendix 2 provides a question-by-question assessment of each company.

® Using free-float methodology.



Three companies are assessed as “Unaware of (or not Acknowledging) Climate Change as a
Business Issue” (Level 0): DMCI Holdings, Inner Mongolia Yitai Coal and Shougang Fushan
Resources Group. This means they do not have any of the following:

e A policy or an equivalent statement committing them to take action on their
greenhouse gas emissions;

e A formal statement recognising climate change and its potential impacts as a
significant or material issue for their business;

e Time-specific targets, even qualitative, relating to energy efficiency or relative or
absolute greenhouse gas emissions; or

e Disclosures on their Scope 1 and 2 greenhouse gas emissions.

Figure 1 Management quality of the world's top 20 coal mining companies

LEVEL o LEVEL1 LEVEL 2 LEVEL 3 LEVEL 4
UNAWARE /NOT ACKNOWLEDGEMENT  BUILDING INTEGRATED INTO  STRATEGIC
ACKNOW- CAPACITY OPERATIONAL ASSESSMENT
LEDGING DECISION-

MAKING

Anglo American
BHP Billiton

African Rainbow Glencore

Minerals Ltd .
Rio Tinto Ltd

Banpu

Coal India Vale Do Rio Doce

Consol Energy

Adaro Energy PT Exxaro
Resources

China Coal Energy

China Shenhua Semirara Mining
and Power

Energy
Tambang
Batubara Bukit
Yanzhou Coal Asam

Mining

Whitehaven Coal

Five companies are assessed as “Acknowledging Climate Change as a Business Issue” (Level
1): Adaro Energy PT, China Coal Energy, China Shenhua Energy, Whitehaven Coal and
Yanzhou Coal Mining. As Appendix 2 shows, all 5 of these companies either have a formal
statement recognising climate change and its potential impacts as a significant or material
issue, or they have a published policy or commitment statement on climate change that
commits them to addressing the issue or to reducing or avoiding their impact on climate
change. However, none of the five has both, which would have enabled them to progress to
Level 2.

There are 5 companies on Level 2, defined as “Building Capacity”. These are: Coal India,
Consol Energy, Exxaro Resources, Semirara Mining and Power, and Tambang Batubara
Bukit Asam. As the Appendix shows, none of these companies has set targets, although 3
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out of the 5 companies do publish information on their Scope 1 and 2 greenhouse gas
emissions.

Two companies are on Level 3, where climate change has been “Integrated into
Operational Decision-Making”: African Rainbow Minerals Ltd and Banpu. According to the
framework and the rules for progression, both of these companies publish information on
their Scope 1 and 2 emissions, and both have set time-specific targets for their energy
efficiency or emissions. African Rainbow Minerals Ltd satisfies a further 4 out of g criteria
on Level 3, but it is assessed as failing to demonstrate support for mitigating climate
change through membership of business associations that are supportive, and having a
clear company position on public policy and regulation. Therefore African Rainbow
Minerals Ltd is close to progressing to Level 4. By contrast, Banpu only satisfies one Level 3
criterion, which is having set quantitative targets for its Scope 1 and 2 emissions.

Five companies — Anglo American, BHP Billiton, Glencore, Rio Tinto Ltd and Vale Do Rio
Doce —are on Level 4, which means they have reached the stage of “Strategic Assessment”
of climate change. They have assigned board responsibility for climate change, set
quantitative targets for their Scope 1 and 2 emissions, at least in the short term, report on
their Scope 3 emissions, have had their Scope 1 and 2 emissions data verified, and
demonstrate support for mitigating climate change through membership of business
associations that are supportive, and having a clear company position on public policy and
regulation.

However, as the Appendix shows, none of these top-performing companies yet scores Yes
on all 4 criteria on Level 4:

e Anglo American is assessed as providing information on the business costs
associated with climate change and has incorporated environmental, social and
governance (ESG) issues into executive remuneration, but has failed to reduce its
Scope 1 and 2 emissions over the last 3 years and has not set long-term, quantitative
emissions targets.

e BHP Billiton has reduced its Scope 1 and 2 emissions over the last 3 years and has
incorporated ESG issues into executive remuneration, but has not set long-term,
quantitative emissions targets, and does not provide information on the business
costs associated with climate change.

e Glencore has reduced its Scope 1 and 2 emissions over the last 3 years and is
assessed as providing information on the business costs associated with climate
change, but has not set long-term, quantitative emissions targets, or incorporated
ESG issues into executive remuneration.

e Rio Tinto Ltd scores Yes on 3 of the 4 questions relating to Level 4, but is also
assessed as not providing information on the business costs associated with climate
change.

e Vale Do Rio Doce also scores Yes on 3 of the 4 questions relating to Level 4, but has
failed to reduce its Scope 1 and 2 emissions over the last 3 years

The average level-score of all 20 coal mining companies is 2.1, with 13 out of the 20
companies on Level 2 or below and 8 on Levels o0 or 1. Just 7 are on Levels 3 or 4.

11



3.2. Scores against individual criteria

Figure 2 looks at how the 20 coal mining companies as a whole perform against the 14
individual criteria/questions (details in Appendix 2). As one would expect, the best overall
performance is against the basic questions mapping on to Levels o and 1:

17 of the 20 companies are assessed as acknowledging climate change as a significant issue
for their business, 16 out of 20 are assessed as having a policy (or equivalent) commitment
to action on climate change, while 13 out of 20 are assessed as explicitly recognising climate
change as a significant issue for their business.

Thereafter performance falls away markedly. On only one further question — whether a
company discloses its Scope 1 and 2 emissions — do a majority of companies (11 out of 20)
score Yes. Only 8 out of 20 companies have any form of time-specific target to improve
energy efficiency or reduce emissions. Moreover only 2 companies, Rio Tinto Ltd and Vale
Do Rio Doce, have set long-term, quantitative targets to reduce their Scope 1 and 2
emissions. This is the question on which the companies perform worst, as a group. Only g
companies report on their Scope 3 emissions. The failure to disclose Scope 3 emissions is
noteworthy, given the importance of downstream emissions from the burning of coal to
any coal mining company’s overall —i.e. combined Scope 1, 2 and 3 — carbon footprint.

Figure 2 Number of companies scoring Yes (blue) against individual questions, and No (red)

1. Acknowledge?

2. Explicitly recognise as significant issue?

3. Policy commitment to act?

4. Targets?

5. Disclosed Scope 1&2 emissions?

6. Board responsibility?

7. Quantitative targets for Scope 1&2 emissions?
8. Disclosed Scope 3 emissions?

9. Had Scope 1&2 emissions verified?

10. Support domestic and intl. mitigation?

11. Reduced Scope 1&2 emissions in last 3 years?
12. Provided info on business costs of climate change?

13. Long-term, quant targets for Scope 1&2 emissions?

14. Incorporated ESG into executive remuneration?

3.3. Management quality by company type

The better performing companies (i.e. those on Level 3 or 4) tend to have three common
characteristics:

12



e They are more likely to be diversified mining companies rather than coal mining
specialists. All 6 of the general mining companies are on at least Level 3, whereas
just one (1) of the 14 coal mining companies is on either of these levels.

e They are more likely to be large-cap companies. Five of the 6 general mining
companies are large-cap companies, with the exception being African Rainbow
Minerals Ltd. Of the 13 specialist coal mining companies with relatively low carbon
management quality (i.e. on Levels o, 1 or 2), 9 are small or mid cap.

e They are more likely to be listed on exchanges in developed countries. Four of the 6
general mining companies are listed on exchanges in industrialised countries (3 in
the UK), with the exceptions being African Rainbow Minerals Ltd (South Africa) and
Vale Do Rio Doce (Brazil). Of the 13 specialist coal mining companies with relatively
poor carbon management quality, 11 are listed on exchanges in emerging markets.

More research is required on which of these factors is the key determinant of company
performance (i.e. the type of mining activities carried out, the size of the company or the
country of listing).

3.4. Comparison with electricity utilities, and oil and gas

In January 2017, TPI released its management quality assessment of the global top 20
electricity utilities, and oil and gas producers.” In the electricity utilities sector, there were
no Level o companies, there were 10 companies on Levels 3 or 4, and the average score for
the sector was 2.6. In the oil and gas sector, there was one Level o company, there were 5
companies on Levels 3 or 4, and the average score for the sector was 2.1. That is, as
illustrated in Figure 3, the overall performance of the coal mining sector is broadly similar to
the oil and gas sector, although, as discussed above, there is a stark difference between the
performance of the diversified miners (average score 3.8) and the coal mining specialists
(average score of 1.3).

” These data can be viewed at http://www.lse.ac.uk/Granthamlnstitute/tpi/the-toolkit/
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Figure 3 Comparison of management quality in coal mining, electricity, and oil and gas

9 -

B Coal mining
m Oil and gas

i Electricity
6 utilities

No. of companies

Level

14



4. SUMMARY

This report has assessed the management quality of the world’s 20 largest publicly-listed
coal mining companies, a group that includes both diversified miners, as well as companies
focused on the mining of coal.

The results suggest that there is a significant difference between these two types of
company. While all 6 of the diversified mining companies are considered to have at least
integrated climate change into their operational decision-making (Level 3), only one
specialist coal mining company has reached this level.

Beyond explicitly recognising climate change as a significant business issue and having a
policy in place that commits the company to act, there are significant weaknesses in most
companies’ management approach. The proportion of companies with long-term,
quantitative targets for their Scope 1 and 2 emissions is particularly low (2 out of 20), as is
the proportion of companies providing information on the business costs of climate change
(5 out of 20). Furthermore, only g out of 20 companies disclose their Scope 3 emissions,
despite the importance of emissions from burning coal to these companies’ lifecycle carbon
footprint, and despite the implications of the low-carbon transition for the size of the
market for coal.

This report points to two wider conclusions. The first is that all companies in the sector
could significantly improve their management practices and disclosures on climate change.
This is necessary to enable investors to properly asses how well these companies are
managing their carbon emissions and the risks and opportunities related to the low-carbon
transition. The second is that the factors driving companies’ practices and processes could
usefully be subject to further analysis. We have identified the potential role played by sub-
sector, size and country of listing, but, within the confines of this study, the key
determinant of companies’ management quality cannot be isolated. This is a question we
will return to as we conduct future TPl management quality assessments.

15



5. DISCLAIMER

1.

All information contained in this report and on the TPI website is derived from
publicly available sources and is for general information use only. Information can
change without notice and The Transition Pathway Initiative does not guarantee the
accuracy of information in this report or on the TPl website, including information
provided by third parties, at any particular time.

Neither this report nor the TPI website provides investment advice and nothing in
the report or on the site should be construed as being personalised investment
advice for your particular circumstances. Neither this report nor the TPl website
takes account of individual investment objectives or the financial position or specific
needs of individual users. You must not rely on this report or the TPI website to
make a financial or investment decision. Before making any financial or investment
decisions, we recommend you consult a financial planner to take into account your
personal investment objectives, financial situation and individual needs.

This report and the TPI website contain information derived from publicly available
third party websites. It is the responsibility of these respective third parties to
ensure this information is reliable and accurate. The Transition Pathway Initiative
does not warrant or represent that the data or other information provided in this
report or on the TPl website is accurate, complete or up-to-date, and make no
warranties and representations as to the quality or availability of this data or other
information.

The Transition Pathway Initiative is not obliged to update or keep up-to-date the
information that is made available in this report or on its website.

If you are a company referenced in this report or on the TPI website and would like
further information about the methodology used in our publications, or have any
concerns about published information, then please contact us. An overview of the
methodology used is available on our website.

Please read the Terms and Conditions which apply to use of the website.

16
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APPENDIX 1 TPI MANAGEMENT QUALITY INDICATORS

Level o: Unaware of (or not Acknowledging) Climate Change as a Business Issue

Question 1

Does the company acknowledge climate change as a significant issue for the business? (Yes/No)

Explanatory Notes

Acknowledging climate change as a business issue is an important first step towards implementing a comprehensive approach to the low-
carbon transition.

Companies are assessed as Yes if they:

e Have a policy or an equivalent statement committing them to take action on their greenhouse gas emissions (e.g. to reduce emissions, to
improve their energy efficiency); or

e Have a formal statement recognising climate change and its potential impacts as a significant or material issue for their business; or

e Have set energy efficiency or relative or absolute greenhouse gas emission reduction targets; or

e Have published information on their Scope 1 and Scope 2 greenhouse gas emissions.

Companies are assessed as No if they do not meet any of these conditions.

Level 1: Acknowledging Climate Change as a Business Issue

Question 2

Does the company explicitly recognise climate change as a significant issue for the business? (Yes/No)

Explanatory Notes

Companies are assessed as Yes if they have a formal statement recognising climate change and its potential impacts as a significant or material
issue for their business.

Question 3

Does the company have a policy (or equivalent) commitment to action on climate change? (Yes/No)

Explanatory Notes

It is good practice for companies to formalise their approach to climate change in a policy (or equivalent document, such as a statement of
guiding principles, a code of practice, or a sourcing charter). While the existence of a policy does not speak to the level of ambition or
implementation, the absence of a policy is a clear sign that climate change is not on the business agenda.

Companies are assessed as Yes if they have a published policy or commitment statement on climate change that commits them to addressing
the issue or to reducing or avoiding their impact on climate change (e.g. to reduce emissions or improve their energy efficiency).

Level 2: Building Capacity

Question 4

Has the company set energy efficiency or relative or absolute greenhouse gas emission reduction targets? (Yes/No)

Explanatory Notes

Objectives and targets are the point where policy commitments are translated into substantive action, and where resources and
responsibilities are allocated for the delivery of these objectives and targets.

Companies are assessed as Yes if they have time-specific targets, covering part or all of the business, to reduce energy consumption or




greenhouse gas emissions. These can be process or performance targets, they can focus on energy or on greenhouse gas emissions, they can
be expressed in qualitative or quantitative terms, and they can be expressed in relative or absolute terms.

This question is intended to assess whether companies have started the target-setting process. Questions 7 and 13 ask more detailed questions
about whether companies have set targets for the reduction of greenhouse gases over the short and long term. Companies that are assessed as
Yes on either of these questions (i.e. Questions 7 and 13) are also assessed as Yes on Question 4.

Question 5

Has the company published information on its Scope 1 and 2 greenhouse gas emissions? (Yes/No)

Explanatory Notes

Companies are assessed as Yes if they report on their Scope 1 and 2, or their Scope 1, 2 and 3 emissions.
Companies that only report Scope 1 emissions are assessed as No.

Companies that report normalised emissions only are assessed as No.

Level 3: Integrated into

Operational Decision-Making

Question 6

Has the company nominated a board member or board committee with explicit responsibility for oversight of the climate change policy?
(Yes/No)

Explanatory Notes

Companies are assessed as Yes if they provide evidence of clear board or board committee oversight of climate change, or if they have a
named individual/position responsible for climate change at board level.

Question 7

Has the company set quantitative relative or absolute targets for reducing its operational (Scope 1 and 2) greenhouse gas emissions? (Yes/No)

Explanatory Notes

Companies are assessed as Yes if they have set quantified targets to reduce operational greenhouse emissions in relative or absolute terms.

This question is more demanding than Question 4, as it is looking for companies to have set quantitative targets to reduce operational
greenhouse gas emissions, at least in the short term (i.e. with a target year up to 5 years away). In contrast, Question 4 allows companies to set
process targets (e.qg. to take particular actions) and to focus these on energy or on greenhouse gas emissions.

This question differs from Question 13, which asks whether companies have set targets for the reduction of operational greenhouse gases in
the long term (i.e. with a target year more than 5 years away). Companies that are assessed as Yes on Question 13 are also assessed as Yes on
this question.

Question 8

Does the company report on Scope 3 emissions? (Yes/No)

Explanatory Notes

Companies are assessed as Yes if they report on Scope 3 emissions separately, or if they provide a total for Scope 1, 2 and 3 emissions.

Question g

Has the company had its operational greenhouse gas emissions data verified? (Yes/No)

Explanatory Notes

Companies are assessed as Yes if their operational greenhouse gas emissions have been independently verified by a third party, or if they state
the international assurance standard they have used and the level of assurance.
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Question 10

Does the company support domestic and international efforts to mitigate climate change? (Yes/No)

Explanatory Notes

Companies are assessed as Yes if they demonstrate support for mitigating climate change through membership of business associations that
are supportive, and if they have a clear company position on public policy and regulation.

Level 4: Strategic Assessment

Question 11

Has the company reduced its operational (Scope 1 and 2) greenhouse gas emissions over the past 3 years?

Explanatory Notes

Companies are assessed as Yes if their operational (i.e. total Scope 1 and 2) greenhouse gas emissions have reduced over 3 years.
For companies that do not report a breakdown of Scope 1, 2 and 3 emissions, total Scope 1, 2 and 3 emissions are used in this calculation.

Companies that do not report Scope 1 and 2 emissions are assessed as No, as are companies that report less than 3 years’ data.

Question 12

Does the company provide information on the business costs — for example, capital investments, costs of carbon permits — associated with
climate change? (Yes/No)

Explanatory Notes

Companies are assessed as Yes if they quantify the business costs associated with climate change.

Question 13

Has the company set long-term relative or absolute targets for reducing its greenhouse gas emission? (Yes/No)

Explanatory Notes

Companies are assessed as Yes if they have set quantified long-term targets (i.e. with a target year more than 5 years away) to reduce
operational (Scope 1 and 2) greenhouse emissions in relative or absolute terms.

This question is more demanding than Question 7, as it looks for companies to have set long-term quantitative targets (i.e. that are more than
5 years in duration from start to end) to reduce operational greenhouse gas emissions. By contrast, Question 7 asks whether the company has
set short-term targets (i.e. less than 5 years in duration).

Question 14

Has the company incorporated environmental, social and governance issues into executive remuneration? (Yes/No)

Explanatory Notes

Companies are assessed as Yes if executive remuneration includes incorporates environmental, social and governance performance.
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APPENDIX 2 DETAILED ASSESSMENT OF COMPANIES” MANAGEMENT QUALITY

Level 4

Level 0 | Level 1 Level 2 Level 3

Level
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£uUoI1eIaunwWal SAIINIDXD 03Ul SINSS]
9s3 palesodiodu; Auedwod sy seH ‘pT

&SuoISsIWd DHO (¢ pue T 3d0IS)
|euonjesado sy Suidnpau 104 sya8ie)
wid)-8uo| 19s Auedwod ayj seH €T

é93ueYd 31eWId YiIM pajeldosse
$3500 SS2UISNq 9y} UO Uoljew.ojul

apinoud Auedwod ay) saoq ‘ZT

éSJIBAA € 15ed 9y} JONO SUOISSIWD
DHO (z pue T adoas) jeuonnesado
s} paonpaJ Auedwod ay3 seH ‘1T
¢asueyd arewnp
91e8131W 0] SH04}9 [eUOIBUIRIU] pUE
a13sawop Hoddns Auedwod ay3 saoq ‘0T
épayiIan
ejep suoissiwd HHO (¢ pue T 3doas)
|euonesado sy pey Auedwod 3y seH °6

ésuolssiwa
€ 9d0ods uo j10daas Auedwod ay) sa0Qq ‘8

&SUOoISSIWD DHO (¢ pue T 340IS)
|euonjesddo sy Sudnpau 104 s19die)
annemuenb 19s Auedwod ayj seH £
éAd1j0a 95ueYd djewi|d
3y3 Jo ysisiano 10} A)jiqisuodsal paeoq
HI1jdxa pausisse Auedwod ay) seH ‘9

&SuoIssIWD
DHD z pue T 2dods S11 Uo uollew.oul
paysijgnd Auedwod ayj seH '

éssiel
uoI12NP3AJ UOISSIWD DHO 40 Adud1dIyyd
A3139ud 19s Auedwod ayj seH
éasueyd ajewld
UO UOI}JE 0} JUBWHWWO)I (Juajeninba
10) Adjjod e aney Auedwod ayy saoq '€
£ssauisnq ay3 40} anssi
juedjiusis e se agueyd ajewi|d asiusodals
Apdijdxa Auedwod ayy saoq ‘g
éssauisng ayl
10} anss) yuediusis e se aSueyd aajewid
98pajmouwyde Auedwod ay) saoq ‘T

Yes No No No No No No No No No No No No
Yes Yes

Yes

Adaro Energy PT

Yes Yes Yes No Yes Yes No No

Yes Yes Yes

Yes

African Rainbow
Minerals Ltd

Yes Yes Yes Yes Yes Yes Yes Yes No Yes No Yes
No No No No No No

Yes

Yes

Anglo American

No

Yes

Yes

Yes Yes Yes Yes

Yes

Banpu

Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes No No Yes
No No No No No No No No

No

Yes

BHP Billiton

No

No

Yes No

Yes

China Coal Energy
China Shenhua

Energy

No

No

No

No

No

No

No

No

No

No

Yes

Yes

No

Yes

Yes Yes No No No No No No No No No No No
Yes

Yes

Coal India

Yes No No Yes No No No
No No

No

No

Yes Yes No

No

Yes

Consol Energy

No No

No

No

No

No No No No No
Yes

Yes

No
Yes

DMCI Holdings

No Yes Yes Yes Yes Yes No Yes
No

No Yes

Yes

Exxaro Resources

Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes No

Yes

Glencore
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Inner Mongolia Yitai
Coal

Rio Tinto Ltd
Semirara Mining
and Power
Shougang Fushan
Resources Group
Tambang Batubara
Bukit Asam

Vale Do Rio Doce
Whitehaven Coal
Yanzhou Coal
Mining

No

Yes

Yes

No
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Yes

Yes
Yes

No

Yes
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No

Yes
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No
No

No
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No
No
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No
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Yes
No

No

No
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No
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No
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No

No

No
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No
No
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No

No
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No

No

Yes
No
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No
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No
No

No
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No
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Yes
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No
No

No

No

Yes

No
No

No

Yes
No

No
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Yes

No
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No

No

Yes

Yes
No
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