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What is the EU Carbon Border Adjustment Mechanism?

The Carbon Border Adjustment Mechanism Regulation is designed to counter the risk of carbon
leakage and operates by imposing a charge on the embedded carbon content of certain
imports that is equal to the charge imposed on domestic goods under the EU ETS, with
adjustments being made to this charge to take into account any mandatory carbon prices in

the exporting country.




CBAM affects 6 high emitting industries
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Scope included with the “embedded emissions”
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CBAM can become a competitive advantage if addressed properly
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CBAM impact (1/2)

Fertilizers Aluminium
Country CO2 emissions Exports to EU % Country CO2 emissions Exports to EU %
intensity of intensity of
Fertilizer Exports Aluminium Exports
Kazakhstan 1.55 1.3% Inc.i!o.nesia 0.5 g%
: =270 Tajikistan 0.62 4.2%
India 139 1.1% Australia 0.35 0.2%
' ' India 0.33 9.1%
China 1.18 1.1% Azerbaijan 0.32
China 0.28
Vietnam 0.86 0.6% New Zealand 0.16 4.2%
: Vietnam 0.06 3.2%
T 0.71 0.8%
anan - Japan 0.06 2.9%
Azerbar 07 DO sigepore 005 4%
Thailand 0.04 4.4%
Australia 0.55 0.3% Korea 0.04 7.2%
Taiwan 0.03 2.0%
(o)
Japan 0.45 2.1% HK 0.03 £ 6%

Philippines 0.01 9.3%




CBAM impact (2/2)

Cement Iron

Country CO2 emissions Exports to EU % Country CO2 emissions Exports to EU %

intensity of Cement intensity of Iron
Exports Exports

Malaysia India 201
HK 1.35 4.6%
Vietnam Vietnam 0.88 7.5%
) Pakistan 0.74 1.0%

India :

China 0.52 8.8%
Pakistan Singapore 0.32 1.1%
J Philippines 0.31 1.2%
apan Thailand 0.28 5.2%
Malaysia 0.24 6.1%
Australia 0.17 5.5%
Sri Lanka 0.12 2.0%

Taiwan 0.11 B2%




ETS and Carbon Taxes in APAC

ETS and/or carbon tax in force, under development, or
under consideration

Japan

If a non-EU producer has already paid a

carbon price in a third country on the

Vietham

embedded emissions for the production of the

imported goods, the corresponding cost can D¢

be fully deducted from the CBAM obligation.

New Zealand *




Takeaways

|

The competitiveness of goods produced by exporting countries = land + labour + capital +
carbon emissions

|

|
‘ The producers and exporters fastest to adopt become comparably more competitive in
|

carbon-constrained markets




STRIVE

by STX

ad our
‘*_} : ﬁ
CERRE

Aymeric de Condé
Head of Strive by STX | APAC

strive.stxgroup.com



GREENHOUSE
GAS PROTOCOL

Scope 2 Greenhouse Gas
Accounting

April 2024 | REM Asia 2024




Greenhouse Gas Protocol

GHG Protocol standards and guidance enable companies
to measure, manage and report greenhouse gas
emissions from their operations and value chains.

Greenhouse Gas Protocol provides the world's most
widely used greenhouse gas accounting standards for
companies.

— >10,000 companies report to CDP

— More than 90% of Fortune 500 companies reporting
to CDP use GHG Protocol

Greenhouse gas accounting and reporting standards
developed through inclusive global multi-stakeholder
development processes

»
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History of GHG Protocol Standards
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Scope 1, Scope 2 and Scope 3 Emissions

Direct Emissions from operations that are owned
emissions or controlled by the reporting company

Corporate GHG

Emissions from the generation of purchased
or acquired electricity, steam, heating, or
cooling consumed by the reporting company

emissions

Indirect

emissions
All other indirect emissions that occur in

the value chain of the reporting company

Source: Scope 3 Standard, Chapter 5




Scope 2 Guidance

Scope 2 emissions are the indirect emissions associated
with the generation of electricity, heating/ cooling, or steam
purchased for a reporting entity's own consumption (GHG
Protocol Corporate Standard, Ch. 4).

Scope 2 represents one of the largest sources of GHG
emissions globally. Electricity consumers have significant
opportunities to reduce those emissions by reducing electricity
demand, and increasingly play a role in shifting energy supply to
alternative low-carbon resources (Scope 2 Guidance, p. 12).

The GHG Protocol Scope 2 Guidance was published in 2015 as an
amendment to the 2004 Corporate Standard (GHG Protocol
Scope 2 Guidance).

GREENHOUSE
GAS PROTOCOL

GHG Protocol

Scope 2 Guidance

An amendment to the GHG Protocol
Corporate Standard
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Scope 2 Guidance Defines Two Quantification Methods

Location-Based Method Market-Based Method

. . Assesses emissions from electricity b
Assesses emissions from electricity by 137107

- e lyi id emission factor t applying emission factors based on an
Description ‘ applying an average grid emission factor to

. : . organization’s contractual relationships,
ce):ce:;;'tc'ctglf;nniupgg:'on based on the |ocation either through direct contracts or specified

electricity suppliers.

The average grid emissions associated with Contracts and contractual instruments

the electricity an organization consumes is represent a means through which

essential to record as part of a GHG organizations can express demand for
Objective ‘ inventory. Organizations should be specific electricity technologies and products,

incentivized to influence the average without these instruments consumers cannot

resource mix on the grid to reduce their expressly ask for low GHG emitting electricity

scope 2 inventories. generation.



December 2023 — Scope 2 Proposal Summary Published

Survey responders and proposal submitters collectively called for
combinations of improvements to existing scope 2 accounting
andallis e Sli methods, and an increased focus on project accounting methods.

« Improve scope 2 location- and market-based methods with

Proposal - Improve the market-based method by requiring additionality
N Summary for market-based scope 2 claims
(44 is now available.

« Improve the location- and market-based methods by
increasing granularity in time and location of scope 2 data
and Quality Criteria requirements

ghgprotocol.org/sites/default/files/2023-
12/scope-2-proposal-summary.pdFf » Elevate the role of project accounting to report changes in

emissions caused by an organization’s interventions



Feedbacks on the current location-based and market-based methods

Location- « Simplest and most transparent « Little-to-nothing can be done by a
based

- Reflective of physically undifferentiable cotrneainy
electricity  Does not reflect the impact of a

« Reflect actual reductions in the company's actions

atmospheric emissions « May slow the progress of electricity
decarbonization

Residual mix data is not available

VEILGEeeEEEMN < The only way to track consumer choice

« Incentivize voluntary climate action

« Contribute to the development of RE
markets

May not lead to emissions reduction




Feedbacks on Specificity vs. Flexibility of Data

Specificity « Grid modeling demonstrates emissions reductions linked when specificity is used
(in relation to market-based method)

« Better facilitates comparison between organizations
« Minimize confusion in interpretation

« Improve auditability

 Potentially reduce risks of greenwashing

Flexibility « Easy and accessible to all
 Flexibility needed where data and procurement options are inconsistent
 Specificity should be left to GHG programs




Feedbacks on Granularity and Broadness of data

Rationales

Granularity « More closely aligns with physical delivery of electricity
« Reduces issue with double counting
« Enables scaling of new clean technologies

» Current research indicates that procurement with hourly matching to consumption,
deliverability, and from new resources aligns emission inventory claims with system-
wide emissions

« Doesn't preclude market participation from companies with less resources

« Needed where data and procurement options are difficult to access
 Granularity could restrict market development




GHG Protocol Standards Update Process

Global survey feedback
and proposals

submission
(Nov 2022 — 14 Mar 2023)

We are here

Developing workplans
and forming
governance bodies

(Q2 2023 — Q2 2024)

Multi-stakeholder
revision/development of

standards based on
survey outcomes

(2024-2025)

Finalize & publish
Updated Standards and

Guidance
(2025/26)
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Thank you!

Contact information

Wee Kean Fong
APAC Engagement Director

GHG Protocol
Weekean.Fong@wri.org
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Business Transformation for a Just and Sustainable World

BSR is a sustainable business network and
consultancy focused on creating a world in
which all people can thrive on a healthy
planet.

With offices in Asia, Europe, and North
America, BSR provides its 300+ member
companies with insight, advice, and
collaborative initiatives to help them see a
changing world more clearly, create

long-term value, and scale impact.

@ Check out our About BSR video =~

200
6

20*

11

Copenhagen
Guangzhou
Hong Kong
London

New York
Paris

San Francisco
Shanghai
Singapore
Tokyo
Washington, D.C.


https://www.bsr.org/en/people
https://www.bsr.org/en/about/story
https://www.bsr.org/en/about/story
https://www.bsr.org/en/about/contact
https://www.bsr.org/en/membership/member-list
https://www.bsr.org/en/membership/member-list
https://www.bsr.org/en/focus
https://www.bsr.org/en/focus
https://www.bsr.org/en/collaboration
https://www.bsr.org/en/collaboration
https://www.bsr.org/en/about
https://www.youtube.com/watch?v=3PJ7XQyPXgc

The BSR
Difference
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* Focus on Impact

» We create holistic business solutions that offer the biggest
opportunities for meaningful change, not just with your company,

but also by working with value chain p s, markets,
policymakers, and systems.

* A Diverse Team of Experts

» Our passionate, committed team of sustainability leaders is
comprised of people from diverse backgrounds, and experience
working in companies, NGOs, academia, government, and

consulting. This array of talent enables us to provide the expertise

and insight to help companies navigate the critical sustainability
issues they face.

"

L ‘A

° @
Seeing the Connections ﬂ

We make connections between issues, and between your
business and the wider social context. This global mindset
informs our effort to provide you with holistic strategies which
consider impacts on a diverse range of stakeholders.

Focus on Action

We provide honest advice and insight that translates your
ambitions into credible action. We articulate the strategic
business value of our recommendations, while still emphasizing
the importance of values. Our guidance will always look for
opportunities to collaborate, to support public policy solutions,
and encourage transparency and accountability.



https://www.youtube.com/watch?v=yArRXTSsJWY

Renewable Energy: A Sector in the Spotlight

The sector is an essential contributor to a lasting reversal of the trend of rising CO, emissions — and
stakeholders are increasingly pushing companies to play a key role in the ‘just’ energy transition

Ast

~$600 BILLION | 1

was the total committed investment in Famm { Wind ] @ has led to increased scrutiny of the

renewable energy in 2023, according - sector on a broader set of social

to BloombergNEF [ Solar ] issues both within own operations and
across the supply chain, including

Between existing and new / emerging human rights, decent employment,

technologies, renewable energy is — workforce health & safety, local

rapidly becoming a ‘mainstream’ 'm communities rights, access &

energy source. Abroad range of affordability to close the energy

energy consumers—cities, [ Geothermal ] poverty gap and diversity, equity &

communities, emerging markets and inclusion.

corporations—as well as investors 4

are increasing demand for %ZE .' In the wake of COVID-19, these

renewables as they are best able to —_—_ issues have grown even more

meet cost, decarbonization, and Energy paramount.

reliability goals. [ storage ] [ Hydrogen }

27



Renewable Energy Ecosystem

Renewable energy companies find themselves in a unique ecosystem, managing and responding to
risks and opportunities from upstream supply chains, operations, downstream customers and financing

partners

Transition
Minerals and
Traceability

Growing
Investors
demand on
ESG
performance

Increasing
Local Content @
Requirements

Retaining
Social
License to
Operate

Managing
& Supply Chain
ESG Risks
Tailwinds AU L
. N New ener
fro:p pollc(}( _— competitors procure?\\:ent
alc |or: an (e.g. O&G, driven by
ir?ggr;t?\:g extractives) AR = climate
Regulatory ¥ N\ commitments
pressure on L )

And more....
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Convergence of Pressure Levers on Human Rights Performance

There are several factors that led to increased attention and expectations towards renewable energy
companies to meet their responsibility to respect human rights.

Increased regulation that is
establishing a level playing field
for human rights due diligence
and disclosure requirements,
including on social and human
rights aspects

N4

Renewable Energy

Increased scrutiny from various
stakeholders, including civil
society organizations on the
sector performance of renewable
energy against expectations and
standards

Increased investors demands, as
the ‘S’in ESG has gained increased
importance and financial sector has
increased active stewardship and
engagement on human rights
(e.g., PRIAdvance)

AR

Increased momentum (from
governments and customers
demands) driven by climate
commitments and increased
investments paired with the need

to ensure ‘just’ energy transition
29



A Changing Context Is Shaping Human Rights Risks and Opportunities

The renewable energy sector operating environment will continue to rapidly change in the coming years.
There are 3 overarching trends that may impact the sector, from global developments to shifts in the business

@ Geopolitical Pressures

* Global energy companies are, by
nature, exposed to international
geopolitical developments and related
human rights risks across the value
chain.

+ Companies operating in different markets
and regions may be facing rapid shifts
(e.g., US-China tensions) and pressure
from emerging legislation tied to human
rights concerns (e.g., US Uyghur Forced
Labor Prevention Act).

* The role of business is also changing, and
companies are increasingly being
expected to take a stance on pressing
issues and act beyond compliance.

@
ﬁ Venturing into the ‘New’

+ Few companies are transitioning from a
fossil-fuel based to green energy — while
for some this will take time for others this
is happening in a matter of few years.

* In order to ensure business expansion
many look at opportunities beyond their
‘traditional’ markets and are
diversifying their technologies
portfolio.

» These changes can bring about human
rights risks deriving from new supply
chains, from the development of projects
in markets where protection of human
rights is weaker, and from new business
partnerships.

€~ Energy Transition

» Zero carbon and net-zero commitments

are among the drivers of the growth of the
renewable energy sector. This is relevant
for all companies involved in renewable
energy, including purchasers of energy,
financers, power producers and
developers.

* At the same time, the human rights

implications of the energy transition are
becoming more visible and exposed — this
includes just transition of the workforce,
and human rights risks in raw materials
supply chain (e.g., transition minerals). This
puts pressure on the whole value chain,
on local communities, and on global and
local suppliers.



Standard of Conduct in the Space of Business and Human Rights

Unanimously adopted by the UN Human Rights Council in 2011, the Guiding Principles on Business and
Human Rights (UNGPs) are a voluntary global standard of expected business conduct regardless of
business size, sector, or geography. Organized under three pillars, The UNGPs establish clarity on
governments’ duty to protect human rights and guidance on business’ responsibility to respect human rights.

through appropriate policies, regulation,

GUIDING PRINCIPLES legislation, and enforcement

ON BUSINESS
AND HUMAN RIGHTS

Rengilsr;zﬁist to by avoid infringing on the rights of others
P Y and addressing adverse human rights

RESPECT Human : . .
Rights impacts (human rights due diligence)

both judicial and non-judicial, for victims of
The Need for Access corporate-related abuse, including having

to Effective REMEDY their voices heard through appropriate
means

31



Business & Human Rights Legislation: 2000 to

date

EU Directive

Business
Supply Chain
Transparency
Act introduced

UN
us Guiding
Trafficking Principles

Victims
Protection
Act (TVPA)

UK
Bribery
Act

2010

2000 2009

EU Directive on

Preventing & California

Transparency
in Supply
Chains Act

Combatting
Traffickingin
Human Beings

ExOrder 13627:
Strengthening
Protection Against
Trafficking in
Persons in
Federal Contracts

KEY
I 2000 - 2016
I 2016 - 2023

2011 2012 2013 20142015

China

on Non- Cybersecurity

Finanqial
Reporting U.S. Trade &
Facilitation
Enforcement

UK
Act

Modern
Slavery Act
u.sS.
Magnitsky
u.sS. Act
Federal
Acquisition
Rule (FAR)

EU
GDPR

20116

U.S. Report
Reqgs Myanmar

Indonesia Air
Pollution Law

France Duty of
Vigilance Law

Indonesia
Fisherman Law

Germany Pay
Structures

Tanzania Mining Act

Canada
Ombudsman

Thailand Labor Law

U.S. FCC Bill

UK Criminal
Finances Bill

EU Conflict
Minerals

UK ethnic
minorities

German

Network Act

UAE CSR
Law

Iceland Equal

Pay

Cloud Act

Australia
VST

CA Gender
BOD

US Pay
Ratio
Disclosure

CA Privacy
Law

2018

France Gender
Wage Gap

UK Gender Pay
Gap

US CAA
Sanctions Act

FCPA Self-
Disclosure of
Misconduct Rule

Vietnam
Cybersecurity

CA Trucker
Law

US Corporate
Transparency
Act

Irish
Gender
Pay Gap

Dutch Child
Labor Law

2020

2019

us
Uyghur
Human
Rights
Policy Act

Singapore
Online
Falsehood

EU Worker
Rights

CA Gig

Economy

Canada Justice for
Victims of Corrupt
Foreign Officials Act

2021 2022

EU Corporate

Sustainability
Reporting
Directive

EU Batteries
Regulation

UK

Health
Care

EU
Deforestation
Regulation

us
Uyghur
Forced
Labor
Prevention
Act

Canada
Forced
Labor

and Child

Labor Act

2023

Japan
Human
Rights
Due
Diligence
Guidelines

German
Supply
Chain DD
Act

Swiss Code of
Obligations

regarding Conflict

Minerals and

Child Labor Due

Diligence

Norway
Transparency
Law

EU Forced
Labor
Regulation

EU Corporate

Sustainability

Due Diligence
Directive

2024




Towards Mandatory Human Rights Due

ncC . . . .
Rhllrgs?eps?aken across different countries are uneven, there is a general trend towards increased

regulation of business conduct in relation to human rights impacts in the form of due diligence obligations,
disclosure or enforcement actions, with EU taking the lead

Candca: ¥ A euCSROE i f
___~CanadaForced Labor And Child Labor UKE ‘ EﬂggDDD
£ _Jn SUpply Chains Acf-Zpd} * Modern Slavery Act . gy Forced Labor Ban Regulation
« « Canada Customs Tariff Act * Criminal Finances Act . National legislative initiatives

* 2022 Health Care Act
* Global Magnitsky

-~

(France Germany, Norway)
Etc

Asia:

" United States:”

“ * South Korea MHRDD for government-
R N . sponsored projects.in CAHRAs + new

- California’s Transparency in Supply Chains Act Switzerland: mpHREDD biFI)I Jro s

« U.S. Dodd-Frank Conflict Minerals * Swiss Ordinance on pren

« Japan: Human Rights Due Diligence
Guidelines (not binding) and Japan

Sustainability Standards Board (SSBJ)
mandatory ISSB-aligned disclosure rules:
(upcoming) v
"2 » China: Stoék Exchange Sustaifaility '
«  Reporting Guidelines

- Uyghur Forced Labor Prevention Act (UFLPA)  Child Labor and Conflict

Minerals
* Federal Acquisition Regulations &
* TVPRA

* Export controls and Global Magnltsky

N

Central and South Amerlca
* Mexico Forced Labor Regulation (import
ban)

BRSNS S -

Australla & New Zealand

* Chile Financial Market Commission (SASB WL « Modern Slavery Act (2023 revnew) |
aligned ESG disclosures) i drt & * New Zealand Modern Slavery Act

- Brazil Mandatory ISSB Sustainability (upcoming) <
Standards v bz i

33



https://ktncwatch.org/news/south-korean-lawmakers-propose-asia-first-bill-mandatory-human-rights-and-enviro/
https://www.asb.or.jp/en/fasf-asbj/list-ssbj_2.html
https://www.asb.or.jp/en/fasf-asbj/list-ssbj_2.html
https://www.esgtoday.com/china-stock-exchanges-announce-mandatory-sustainability-reporting-requirements-for-listed-companies/
https://www.esgtoday.com/china-stock-exchanges-announce-mandatory-sustainability-reporting-requirements-for-listed-companies/

Key Emerging Legislation Impacting the Renewable Energy Sector

As business and human rights legislation is rapidly developing around the world, some recent or
upcoming laws are particularly relevant for renewable energy companies everywhere in the world

EU CSRD and
CSDDD

US Uyghur
Forced Labor

Protection Act
(UFLPA)

EU Forced Labor
Regulation

EU Batteries
Regulation

Description

The CSRD entered into force on January 2023 while the CSDDD
will get final green light in May 2024.

CSRD requires to publicly disclose /report about material impacts,
including human rights. CSDDD requires to conduct due diligence
on human rights and environmental impact

Entered into force in June 2022.

It establishes a rebuttable presumption that any good mined,
produced or manufactured fully or wholly in Xinjiang is the product
of forced labor, unless the importer can prove otherwise

Final green light expected in May 2024.

It covers all products made available within the EU, both made in
EU for domestic consumption and for export, as well as imported
goods. It applies to any type of products, including their
components, regardless of the sector. Unlike the UFPLA burden
of proof is on the competent authorities of member states

Entered into force in August 2023, it covers portable, industrial,
automotive and EV batteries and it applies to manufacturers,
importers or distributors that place batteries on the EU market for
the first time

It includes obligation to carry out human rights and environmental
due diligence in the supply chain of key raw materials.

Relevance for the Sector

Companies in scope differ between the two directives but
generally EU based / listed renewable energy companies
would be in scope

This is particularly relevant to renewable energy
companies considering reports linking solar panels to
alleged forced labor in Xinjiang.

Other US customs mechanisms are looking beyond
Xinjiang with targeted WROs (e.g. Malaysia)

Renewable energy companies should consider this in
relation to solar panels and Xinjiang, but also forced
labor risks from elsewhere as linked with products and
components.

Raw materials in scope are cobalt, graphite, lithium and
nickel, which are also used in other renewable energy
technologies

34



Human Rights Risks in the Renewable Energy Sector | Top 10

There is a wide range of human rights risks that the renewable energy sector is facing across its value
chain. Certain risks and strategies to address them are context specific while many others are inherent
challenges due to the nature of the activities, the supply chain and the common business practices.

Modern Slavery (Forced Labor and Child Labor) Rights of Indigenous Peoples
@
Ties to specific high risk supply chains and reliance on contractors with %, = & Disagreement over community consultation and Free, Prior, and Informed
[ ] Be
i, migrant labor workforce at sites may lead to modern slavery risks =% Consent (FPIC) are a common source of conflict with indigenous peoples
Working Conditions Impacts on Local Communities
ab
o Outsourcing practices and greater dependence on contractors may lead to a "é‘— Impacts on livelihood and access to resources such as cultural and natural
R
/ decline in working conditions and effectiveness of workers representation 9 assets and other disruptions can cause serious concerns to communities.
Occupational Health and Safety Land Rights
8 Acute health and safety risks are common due to the nature of the Unfair land acquisition, resettlement of communities, and changes in land use
©
operations. Contractors' workforces are even more exposed to such risks and access to land can result in human rights violations
Discrimination and Harassment Security
° ° [ =
N/

*iw Discrimination can take various forms including unfair hiring practices, pay ‘ Use of private security or security provided by government forces could

disparities, workplace harassment expose communities and employees to excessive use of force

Bribery and Corruption Human Rights Defenders
—=_ Al companies are exposed to corruption risks, especially in countries with ﬁ As a result of their commitment and work, HRD are often the target of attacks
oi«

m poor rule of law, which may lead to impact on vulnerable communities. and intimidation, including increasingly linked with renewable energy projects



Opportunities to Promote Human Rights | Top 3

Companies operating in the renewable energy sector can support and empower rightsholders to realize,
enjoy and fulfill their rights including looking beyond at the company’s own operations and in upstream

supply chains

Just Transition
The energy transition has the potential to disrupt workforces and communities.

S}~ Renewable energy companies can support a just transition within the local communities
where the project is being developed and deployed through supporting the creation of

green jobs and diverse supply chains

Economic and Social Development
Renewable energy companies can provide support to essential services, including
T@T access to energy. This may take the form of individual company initiatives or may entail
- collaborative efforts through public-private partnerships, community investment,

community co-ownership or stakeholder engagement..

Equity, Inclusion and Justice

Through their presence in local communities, companies can support social and

economic inclusion for the most vulnerable and ‘excluded’ thus enabling pathways to

4

poverty alleviation and broader social development.

A

What does promote human rights
mean?

Business enterprises can commit and take
actions and measures to contribute to the
enjoyment of human rights.

The focus is on supporting and
empowering rightsholders to realize,
enjoy and fulfill their rights

However, promotion of human rights does
not offset the primary responsibility of
businesses to respect human rights (do not
harm).
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Thank

You

BSR™ is a sustainable business network and consultancy focused on
creating a world in which all people can thrive on a healthy planet. With
offices in Asia, Europe, and North America, BSR® provides its 300+ member
companies with insight, advice, and collaborative initiatives to help them see
a changing world more clearly, create long-term value, and scale impact.
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