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FOREWORD

The Paris Agreement on climate change is
unprecedented in its scope, will define the global
economy of the 21st century, and has immediate
impact on businesses around the world.

196 countries have agreed to hold the increase
in the global average temperature to well below
2°Candhaveestablished astretchtargetof 1.5°C
above pre-industrial levels. They are committing
to peak and then rapidly reduce greenhouse
gas emissions with the goal of achieving net
zero global emissions in the second half of this
century. They are further agreeing to build this
emissions trajectory through national climate
plans which are improved every five years.
They are demonstrating the collective intent to
sunset the era of fossil fuel driven development
and are sending a clear and unequivocal signal
to the market that the transition to a thriving
clean economy is now inevitable, irreversible
and irresistible.

The Agreement is unprecedented in its scope.
Previous attempts to negotiate a universal
agreement on climate change have either failed
or resulted in a limited set of countries taking on
modest greenhouse gas emissions reductions
without a clear process for improving them
over time. In contrast the global community
is now acting in unison and agreeing to do so
for decades to come.

This Agreement provides for universal climate
action by all countries including all major
emitters, the industrialized nations, major
emerging economies and the community of
developing countries. The United States and
China have previously lagged on both climate
diplomacy and their willingness to take domestic
action. Today they are leading the charge. Their

bilateral relationship was critical to building

the diplomatic coalitions needed for success
in Paris, and their ambitious commitments
to reduce greenhouse gases provided a
benchmark for other countries. The Chinese
commitment to source 20% of its energy from
non-fossil fuel sources before the end of the
next decade is a modern day equivalent of the
Marshall Plan in terms of size of investments
and will add renewable energy capacity equal
to all the electricity generation capacity in the
United States today. For business this means
climate regulation is now a prominent feature of
the policy enabling environment in every sector
and geography.

The Agreement is also defining in its
implications for the global environment and
for the global economy. Just a few years ago, up
to 4.8°C of global warming was projected for the
end of the century, which would create what Axa
CEOHenride Castrieshas called an“uninsurable
world". The emissions reductions agreed in Paris
now draw projected warming down to 2.7°C,
still dangerous but a genuine commitment to
safeguard the global environment. Crucially,
a thriving clean economy is created in that
space between 4.8°C and 2.7°C. Collectively,
the national climate plans under the Paris
Agreement represent at least a USD 13.5 trillion
market for the energy sector alone through
2030. Low carbon investment in energy supply,
infrastructure, buildings, manufacturing,
transport and land use to implement the
national climate plans brought under the Paris
Agreement runs into tens of trillions of dollars.

Paris is also immediate in its impact on
businesses and investors. These national
climate plans are now being translated into
domestic regulation. China recently integrated
its climate targets into its 13th Five-Year Plan.
The United States is already pursuing its climate
target through a variety of executive actions
dealing with energy and transport.

The marketplaceisalsorespondingto the signals
from Paris. The UN’s NAZCA portal counts over
11,000 non-state actor commitments to climate
action. We Mean Business is expanding its
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climate action framework to achieve action at
scale. Before governments return in 2020 to
update or submit new national climate plans,
climate action by businesses and investors has
the potential to course-correct global emissions
and help put the world on track to well below
2°C of warming.

Paris now calls to businesses and investors
to accelerate the transition to a thriving
clean economy by leveraging policy certainty
and seizing trillions of dollars in investment
opportunities. Itis time to respond to this call.
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APPROACH AND
METHODOLOGY

Ahead of COP21, we recognized that the Paris Agreement had the potential to be more than a
diplomatic settlement amongst nations, and that if properly designed, it would be a historic catalyst
that creates an enabling policy environment and drives climate leadership in all sectors and by all
stakeholders.

For this reason we developed 8 specific policy asks for the Paris Agreement, and formulated
agreement-ready language for these asks in partnership with the global law firm DLA Piper.
Together, we published these asks in The Business Brief - Shaping a catalytic Paris Agreement, alongside
the business rationale for each of them.

THE 8 ASKS WERE:

Ol 02 03 04

Net zero Strengthen Enact meaningful New and
greenhouse gas commitments carbon pricing additional climate
emissions every five years finance at scale

well before the end
of the century

05 06 07 08

Transparency and National Adaptation to Pre-2020
accountability commitments at build climate- ambition

to promote a race the highest end of resilient economies through

to the top ambition and communities Workstream 2

In The Business Brief we called on governments to incorporate our language into the agreement,
and on businesses to continue to lead by example by committing to climate action. Governments
heard our call loud and clear. The Paris outcome included all 8 of our asks, in many cases
using language that we had proposed.

This report is the post-Paris counterpart to The Business Brief. After translating the We Mean
Business coalition’s policy asks for government negotiators, we now translate the many facets of
the Paris outcome for businesses and investors, including where opportunities exist.

We have used a mixed methods research approach to build our evidence base and report
framework. This included a review of key climate literature including the Paris outcome and the
national climate plans brought forward by countries, interviews with individual thought leaders
from the business community, and discussions held within focus groups.

The legal and qualitative analysis for this work was once again conducted in partnership with DLA
Piper, a global law firm with practices in the Americas, Asia Pacific, Europe, Africa and the Middle
East. DLA Piper advised on our interpretation of the Paris Agreement and how to more usefully
present it to the business community.

The quantitative analysis of the national climate plans was conducted in partnership with
NewClimate Institute, a climate research institute supporting the implementation of climate action
around the globe.



The Paris Agreement on climate change is a
historic turning point. Together, governments
are sending a decisive market signal that
the transition to a thriving clean economy
is inevitable, irreversible and irresistible.
The policies and investments resulting from
the Paris Agreement will reshape national
economies, development paths, and value
chains for companies across the globe. As key
drivers of the global economy, businesses and
investors can seize opportunities within this
rapidly changing landscape to innovate and
compete.

The Paris Agreement marks a watershed
moment for the global economy.

»  For the first time climate ambition is
universal. All major economies are
implementing national climate plans to
reduce emissions and build resilience, and
will improve the ambition of these plans
over time. Unlike its predecessor the Kyoto
Protocol, the Paris Agreement requires
emissions reductions by all countries,
regardless of their economic development.

P> For the first time the international
community has committed to net zero
greenhouse gas emissions in the second
half of this century, in order to hold
warming well below 2°C, with a stretch
target of 1.5°C. The global community

AN UNPRECEDENTED CATALYST
FOR CLIMATE ACTION

will continuously take stock of progress
towards this goal and a parallel goal to
build climate resilience.

»  For the first time all countries are subject
to the same framework to report and
verify their greenhouse gas emissions and
achievement of their national climate plans.

P> For the first time an international climate
agreement includes the goal of shifting
finance flows towards low carbon and
climate-resilient investment. The Paris
Agreement recognizes the importance of
climate finance to both global mitigation
and adaptation.

»  For the first time the private sector is
recognized as an integral part of the
global solution to address climate
change. There is a clear policy signal
for businesses and investors across all
jurisdictions to make low emission or
emission-neutral investments, whether
through financing projects or investing in
new technologies.

These pivotal firsts were adopted by consensus
under the Paris Agreement, which was a
defining moment after decades of international
negotiations. Governments are committing
to providing an enabling policy environment
for businesses and investors to accelerate the
transition towards a thriving clean economy.

LEVERAGE POLICY CERTAINTY

The Paris Agreement provides long-term policy certainty to address climate change and sunsets the
era of high carbon development. It sets a clear economic direction of travel for both government
and the private sector over the course of this century.

This direction of travel is supported by processes designed to advance a low carbon, climate-resilient
global economy, which will require a structural transformation of our energy, land use, and urban
systems. To remain competitive in an evolving marketplace, businesses and investors will need to
understand these international and national processes and take corresponding climate action.

Long-term goals for the global economy

The Paris Agreement is a binding international agreement which makes our economic destination
clear - a world with warming well below 2°C and net zero greenhouse gas emissions in the second
half of the century. The agreement commits governments to processes designed to bring us
towards this destination, including an obligation to revise and submit national climate plans every
five years, and to pursue domestic policies to achieve the targets in these plans.

The Paris Agreement includes three overarching and interdependent long-term goals
which set our direction towards a thriving clean economy through the rapid deployment of low or
emissions-neutral technologies.
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TEMPERATURE GOAL FINANCIAL GOAL RESILIENCE GOAL

To hold global warming
well below 2°C above
pre-industrial levels,

and to pursue a stretch

target of 1.5°C.

To direct global
finance flows towards
low greenhouse gas
and climate-resilient
investment.3

To achieve the temperature
goal, governments aim to
have global emissions peak
as soon as possible, and
then to rapidly reduce them
in accordance with the best
available science reaching
net zero in the second half of
the century, on the basis of

equity.?

Climate finance—and in
particular private finance—
is crucial to achieving the
temperature and resilience
goals. Shifts in large scale
investment will be required
both to reduce GHG
emissions and to build

resilience to climate impacts.

To increase the
resilience of
communities and
businesses to the
impacts of climate
change.*

Investments in climate
resilience will be required
even if the temperature
goal is achieved, as we
are already experiencing
disruptive impacts first hand.
Faster emission reductions
will reduce the cost of future
climate impacts.

These long-term goals set our collective path towards a global economy which avoids the worst
impacts of climate change, and which is resilient to the risks we still face. They therefore send strong
signals to the marketplace to shift the investment necessary to build this economy.



The net zero emissions trajectory

In addition to these long-term goals, the Paris Agreement also draws a global emissions trajectory
which peaks as soon as possible, and then rapidly falls in accordance with the best available science,
reaching net zero emissions in the second half of this century.> To follow this global trajectory, each
country’s emissions must similarly peak and then fall towards net zero within this century, on a
timeframe appropriate to its development.

How fast global emissions peak and fall to net zero directly impacts our success in achieving the
long-term temperature goal. The faster we accomplish this, the more likely we will hold warming well
below 2°C and meet our stretch target of 1.5°C.6 And our success in drawing the global emissions
trajectory downwards over time will depend upon the mobilization of low emission finance flows.

Processes driving us towards the long-term goals

To achieve the long-term goals agreed by governments, the Paris Agreement includes processes
which steer us in the direction of a low carbon, climate-resilient economy.

0 1 Increasingly ambitious
national climate plans

The main process under the Paris Agreement
to reduce greenhouse gas emissions is for
each country to prepare and communicate
successive national climate plans (called
“nationally determined contributions”).” These
plans provide businesses and investors a
forecast of the regulatory environments in
which they operate or seek to operate. They
also highlight where future opportunities may
exist. The agreement binds countries to pursue
domestic policies to achieve their emissions
reduction targets under the national climate
plans.8

The Paris Agreement establishes a five year
cycle for the revision and resubmission of
national climate plans.® The national climate
plans submitted in Paris will be updated and
come into effect in 2020 with new plans to
be submitted every five years thereafter.0
Successive plans will improve to reflect each
country’s highest possible ambition, increasing
that country’s contribution towards the long-
term goals.M

Two vyears before the submission of new
national climate plans, the existing plans will
be evaluated collectively as part of a global
stocktake, which tracks global progress towards
achieving the long-term goals.’2 Countries will
revise their plans taking into account the results
of the global stocktake13

This process to review and revise national
climate plans is designed to keep governments
accountable to the long-term goals. Collective
stocktakes and continuous improvement of
national climate plans will support increasing
low emission investments by businesses and
investors.

In addition, the Paris Agreement also requests
that countries voluntarily submit long-term low
emission development strategies by 2020.14
These strategies extending to mid-century will
provide additional long-term policy certainty for
the private sector. The first of such strategies
are anticipated to be released this year.

»  Prepare and communicate successive
national climate plans every five years
and pursue domestic policies to
achieve the targets in these plans.

» Beinformed by a global stocktake of
progress towards the long-term goals,
in order to improve the ambition of
successive national climate plans.

»  Provide national emissions inventories
and report on the achievement

UNDER THE PARIS AGREEMENT, ALL COUNTRIES HAVE THE
FOLLOWING LEGAL OBLIGATIONS:

of national climate plans at least
biennially (with exceptions for the
smallest economies). This will be
verified by expert review.

Account for the national climate plans
following a set of transparency and
accounting principles.

Undertake adaptation planning
appropriate to national
circumstances.

THE FIVE YEAR CYCLE FOR NATIONAL CLIMATE PLANS

2016 2018
Paris Agreement Dialogue
2015 opens for signature
. for one year on Progress
Paris towards
Agreement 175 countries sign  net zero
adopted on the first day trajectory
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o Mobilizing Climate
Finance

The Paris Agreement includes financial
mechanisms which are intended to mobilize
and direct climate finance towards the long-
term goals, providing critical support to
implementation of national climate plans.
Although international agreements concern
national governments and do not directly place
obligations on the private sector, private sector
finance is explicitly recognized and welcomed
as part of global efforts.'> This recognition is
unprecedented.

The Paris Agreement makes clear that
developed countries should lead a larger global
effort to mobilize climate finance, and reaffirms
the current target of USD 100 billion per year
by 2020,'® with a new collective climate finance
target to be selected by 2025.77 Developed
countries are obligated to contribute and report
biennially on the provision of public climate
finance.18

However, these public funds are but a small
part of the global effort, intended to send
a strong signal to catalyze broader finance
flows to achieve the long-term goals of the
Paris Agreement.'® By 2030, USD 90 trillion
will be invested in infrastructure, most of it in
developing economies. Shifting these trillions
will be criticial to building low emission, climate-
resilient economies.20

Already, many private sector actors are
increasing climate finance to align with the long-
term goals.2! Investors who do not respond to
the call of the Paris Agreement risk becoming
laggards over the long-term. Private climate
finance needs to be mobilized and leveraged,
following the lead set by national governments.

o 3 Building Climate
Resilience

To increase the resilience of businesses and
of communities to climate impacts, the Paris
Agreement requires countries to engage in
adaptation planning and to implement plans
which are appropriate within their national
context. Nearly 90% of the national climate
plans submitted so far include policies to build
climate resilience.22

The Paris Agreement requires that each
country implement appropriate adaptation
plans.23 The agreement outlines broad actions
a country can undertake to comply with this,
including through economic diversification
and sustainable management of resources.?4
Reporting on these actions is voluntary and
they are an input into the global stocktakes
towards the long-term goals.2>

o Mandatory Reporting
and Verification

The Paris Agreement also includes an enhanced
transparency framework to build trust that
countries are indeed meeting their obligations.
Previous agreements have provided for one set
of reporting and verification requirements for
developed countries, and a second weaker set
for developing countries. This single framework
will provide flexibility for countries with less
capability to report.

Just as leading companies report their
emissions and their progress towards emissions
reduction targets, all major economies will
now have mandatory obligations to report
at least biennially on the implementation of
their national climate plans, and to provide a
national inventory of greenhouse gas emissions
by sources and removals by sinks.26 These
reporting requirements will apply to the vast
majority of global emissions.2”

As part of this framework, all information
reported by a country on the implementation
of its national climate plan will be verified
by expert review.28 This review will measure
the consistency of the information against
guidelines currently being developed by the
UNFCCC, and identify where the country
can improve. As a minimum, the agreement
sets out that when accounting for emission
reductions, countries must apply the principles
of environmental integrity, transparency,
accuracy, completeness, comparability and
consistency, and avoid double counting of
emissions.2? All countries are also required to
participate in a multilateral discussion of their
progress in achieving their national climate
plans and mobilizing climate finance.30

The application of the same framework to all
countries provides a clear signal to businesses
that emission reductions will be accounted for
andscrutinised in the same manner irrespective
of the jurisdiction in which they operate.

o Cross-Border
Carbon Pricing

Finally, the Paris Agreement reinvigorates
efforts for cross-border pricing of carbon. It
envisages the voluntary transfer of emissions
credits between countries towards the
fulfilment of their national climate plans, and
requires that countries apply robust accounting
and avoid double counting when doing so0.3" It
also creates a new sustainable development
mechanism, a possible successor to the Kyoto
Protocol's Joint Implementation and Clean
Development Mechanism, which could enable
activities financed in one country to be counted
towards another country's national climate
plan.32



SEIZE THE MARKET
OPPORTUNITY

The Paris Agreement is more than a diplomatic settlement between nations. It is a historic catalyst
that makes the transformation to a low carbon economy inevitable, irreversible, and irresistible.33
Never before have so many countries agreed to reduce greenhouse gas emissions. The Kyoto
Protocol did not include emissions reduction targets for developing countries and the emerging
economies, whereas an unprecedented 189 countries have submitted national climate plans under
the Paris Agreement as at the time of this publication.34

Predicted low carbon investment in China is on a scale never seen before. China is currently the
largest investor in clean energy, and accounted for almost a third of total global investment in
2015 at USD 110.5 billion, a 17% increase year over year.3> It currently has more than double the
renewable energy capacity of the US and with its target of generating 20% of its energy from non-
fossil fuel sources by 2030,36 will install at least an additional 800 to 1,000GW of zero-emission
facilities, equal to the size of the entire current US electricity grid.37

The clear investment signal from Paris to reach net zero emissions is enabling businesses and
investors to unleash a wave of innovation in low carbon technologies, create new products and
services, generate jobs, reduce energy consumption, realize cost savings, and shift investments
away from high carbon assets.

HIGHLIGHTS FROM THE
NATIONAL CLIMATE PLANS

With the Paris Agreement in place, 96% of countries covering 98.8% of global GHG emissions will
pursue policies to achieve the targets in their national climate plans.38 Every company, irrespective
of sector or region, now needs to factor climate policy into their operations, regulatory assessments
and investment decisions.

EMISSIONS REDUCTION TARGETS OF THE LARGEST ECONOMIES

SHARE OF
GLOBAL

COUNTRY GDP39 EMISSIONS REDUCTION TARGETS40

(NOMINAL)

Double the pace of decarbonization with new target
UNITED STATES 24.5% of 26-28% GHG emissions reductions below 2005
levels by 2025.

Peak CO, emissions around 2030 and reduce CO;

0,
CHINA 15:0% intensity 60-65% below 2005 levels by 2030.
EUROPEAN At least 40% GHG emissions reductions below 1990
22.2%
UNION levels by 2030.
i i 0
JAPAN 5 6% Reduce GHG emissions 26% below 2013 levels

by 2030.

Shift from targeting the carbon intensity of GDP to an
BRAZIL 2.4% absolute GHG emissions reductions target, of 37%

g
below 2005 levels by 2025 and 43% by 2030.

Reduce GHG emissions by 25-30% below 1990 levels
0
RUSSIA 1.8% by 2030.

S 1 79 Reduce GHG emissions by 26-28% below 2005 levels
AUSTRALIA 7% by 2030.

Reduce GHG emissions unconditionally 25% below
MEXICO 1.6% business-as-usual baseline by 2030, and up to 40% if
certain conditions are met.

While the Paris Agreement is universal and has global scope, examining national climate plans
reveals opportunities in each sector during this accelerated transition to a low carbon economy.

In most countries, the potential to decrease emissions lies principally with energy supply and
demand. Depending on their stage of economic development, existing infrastructure and available
resources, countries are prioritizing different policy levers to achieve reductions. We highlight how
these are shaping the world’s largest economies in the years to come.
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Energy Supply

Energy generation policies from Paris will
reshape capital investments, development
paths, national economies, and corporate value
chains across the globe. The risk of climate
change has triggered a fundamental shift in
how the world will fuel its projected growth, and
represents one of the biggest opportunities
for business to capitalize on efforts to reduce
emissions. Companies will be incentivized to
increase GHG emission-neutral generation, to
use less carbon intensive fossil fuel sources,
and to scale-up carbon capture and storage.

A significant opportunity comes from the
emphasis of national climate plans on increasing
the share of renewable energy in domestic
energy supply. This is stimulating an aggregate
increase of 4,400TWh from renewables by 2030
that will bring renewable energy generation to
32% of global energy supply.4? Conversely, the
projected aggregate energy supply increase
from fossil fuels is only 1,800TWh, resulting in
a compound annual growth rate of installed

capacity of only 0.8%, compared to 10% for solar
and 7% for wind.42 The economic opportunity
associated with building new capacity for
renewables clearly outweighs that of fossil fuels.

Evenwithimplementation ofthe currentnational
climate plans, consumption of fossil fuels will still
increase in the coming years. However, many
major energy-consuming countries including
the US and EU are projected to switch coal
and oil-based generation to natural gas, which
is much less emissions-intensive.43 Future
improvement of the national climate plans will
further shift these projections.

Investors can seize an extraordinary
opportunity in the market for renewable energy
supply, with the IEA projecting global investment
from the national climate plans to 2030 at USD
3.9 trillion, including USD 1.3 trillion in wind,
USD 1.1 trillion in solar, and 0.9 USD trillion in
hydro.44 Nuclear will also play an important role
in reducing emissions, particularly in China and
India. OECD countries will see their renewable
capacity rise from 33% in 2014 to over 54% of
total capacity in 2040.4

ANNUAL CLEAN ENERGY INVESTMENT
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Businesses and investors should expect that
energy supply targets in the national climate
planswillleadtofavorable marketandregulatory
conditions for low carbon investment.

» India commits to reaching 40% non-fossil
fuel electricity by 2030. Approximately
200GW in renewable capacity and 51GW in
nuclear capacity will be added by 2030.4°

»  China commits to reaching, and will likely
exceed, 20% non-fossil fuel energy by
2030. This will require the addition of 800-
1,000 GW of wind, solar, nuclear, and other
zero emission power generation capacity
by 2030, equivalent to almost all electricity
generation capacity in the US today.>0
Between 2015 and 2020, China will
increase installed solar capacity by 272%
to 160GW, and installed wind capacity by
121% to 250GW.3! China’s increase in coal
and gas capacity is now less than one third
the rate of renewables .52

» Indonesia targets 23% of energy use
through renewable energy by 2025.53

»  Brazil commits to 28-33% renewable
energy (excluding hydropower) in the total
energy mix by 2030, and increasing the
share of sustainable biofuels in the energy
mix to 18% by 2030.54

» The United States is enforcing carbon-
pollution standards in new and existing
power plants through the US Clean Power
Plan. This phases out the least efficient
coal-fired power plants and increases

investment in renewables. The US is
projected to grow energy supply from
renewables from 10% today to 20% by
2030.55 In partnership with Canada,
President Obama has set a goal to reduce
methane emissions from the oil and gas
sector by 40-45% below 2012 levels by
2025.56

> The EU is growing energy supply from
renewables to 27% by 2030. This will
stimulate additional investment in
renewables of EUR 38 billion per year up
to 2030.57

» Canada’s GHG emission reductions
target is 30% below 2005 levels by 2030.
To achieve this, Canada will ban the
construction of traditional coal-fired
power plants and phase out existing
coal-fired electricity units without carbon
capture and storage.>8

In addition to new climate and energy policies,
economics will increasingly drive the uptake of
renewables. Project costs are expected to fall
an additional 32% for wind and 48% for solar by
2040. The private sector has also taken the lead
in technological development. In many cases
renewable technologies are already competitive
with natural gas and coal. Solar power costs
have fallen 80% since 2008 and in some places
supply contracts are as low as $0.06 per kilowatt
hour.5® Further technological development,
such as storage and smart grid technologies,
will make renewables increasingly competitive.

RENEWABLES BECOMING COST COMPETITIVE WITH FOSSIL FUELS
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Energy Efficiency

The national climate plans brought forward
under the Paris Agreement increase efficiency
through new infrastructure, technologies and
production processes in the transport, industry,
and building sectors. They provide additional
incentives to deploy low carbon technologies
and increase compliance costs through taxes,
regulations, or efficiency standards.

The economic opportunities from energy
efficiency are large in developing and developed
countries alike. Looking out to 2030, the
IEA projects that implementing the national
climate plans will require USD 5.4 trillion in
investment in energy efficiency,62 and generate
about 24% of total emission reductions.®3 In the
US, doubling energy productivity by 2030 will
save USD 327 billion a year in energy costs and
reduce CO, emissions by 33% by 2030.64 There
is a significant opportunity to improve electricity
transmission in India, where 17% of electricity is
currently lost through transmission, far higher
than the 6% average in the US and China.®>

Buildings

The building sector represents one third of final
energy use worldwide, so it is not surprising
that roughly half of the national climate
plans brought forward address this sector.66
Investment in building efficiency can provide
attractive returns to stakeholders through
energy cost savings as well as enhanced real
estate value. Existing solutions include thermal
insulation, efficient lighting, smart appliances,
changing consumer behavior, and building
retrofits. The national climate plans also include

commitments to improving construction codes,
including high efficiency standards for new
building designs and operations.67

Businesses who prepare for new policies
and investment opportunities from
specific national commitments will be in
a position to succeed. For example:

» India will introduce new energy efficiency
standards and labeling programs for
appliances, and will transition from
incandescent lamps to LED lighting.

> Inthe EU, all new buildings must be nearly
zero energy as of 2021.

» The United Sates will implement existing
and new regulations to improve building-
energy conservation standards.%8

» Japan will carry out a nationwide public
awareness campaign to increase energy-
efficient behavior and reduce energy
demand.

Governments support these initiatives because
of their GHG abatement potential and because
they create jobs, improve health and productivity,
improve utility capacity management, and reduce
pressure on public budgets. For example, in
2013 the German government invested USD 2.4
billion in a residential energy efficiency program,
resulting in USD 14 billion in additional energy
efficiency investments from private companies
and unlocking USD 45 billion in residential
construction.® As the world’s urban population
increases by over 2.5 billion by 2050, the
construction of new, energy-efficient buildings
and cities will be essential to the transformation
of the economy.
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Industry

Industry accounts for 15% of direct energy-related CO, emissions. With long-term policy certainty
in place, these can be reduced through investment in continuous efficiency gains, advanced
innovation, and the accelerated deployment of solutions at scale.

Industries that use high-emissions energy sources will require technologies like carbon capture and
storage. Light industries like textile manufacture can shift their source of electric power.”9 Going
forward, industry leaders can use the opportunities created by national climate plans to change
their production methods, increase research and development for new technologies and disruptive
innovation, and partner with others in industry initiatives.”!

SELECTED INDUSTRY POLICIES IN THE NATIONAL CLIMATE PLANS™

COUNTRY SELECTED POLICIES

Creates a national emissions trading system in 2017 which will cover
industry sectors including ferrous and nonferrous metals, power generation,
CHINA chemicals, building materials, and paper manufacture. Formulates low
carbon targets, standards, and plans in key industries including power, iron,
steel, nonferrous metal, building materials, and chemical industries.

Target of 43% GHG emission reductions below 2005 levels in ETS sectors by

EUROE;EAN 2030. For industry, this includes facilities producing iron and steel, cement,
UNION glass, lime, bricks, ceramics, pulp, paper, petrochemicals, and aluminum.
INDIA Highly polluting industries will have to install 24x7 real-time monitoring of

emission and effluent discharge points.

Seeks to achieve energy efficiency measures and technological innovation
JAPAN across several industries, including iron and steel, chemicals, ceramics, stone
and clay production, and pulp and paper.

Reduces emissions across several industries, including iron and steel,

MEXICO minerals, chemicals, non-energy products from fuels, and electronics.

Land Use

Companies whose value chains rely on forestry, agriculture or land use are directly affected by the
Paris Agreement and by the national climate plans brought forward under it. The Paris Agreement
encourages the use of results-based payment methods, such as REDD+ (Reducing Emissions from
Deforestation and Forest Degradation) to ensure the sustainable management of forests. With
as much as 10-15% of global emissions caused by deforestation and forest degradation, these
initiatives are an important vehicle for policymakers to achieve their emission reduction goals.

Some of the ambitious commitments within national climate plans to reduce land use emissions
include:

» India plans to capture 2.5 to 3 billion metric tons of carbon dioxide through additional forests
by 2030.

P Brazil aims to restore 15 million hectares of degraded pasturelands, restore and reforest
12 million hectares of forests, and eliminate illegal deforestation, all by 2030.

» Indonesia has pledged a 29% decline in forest-related emissions from business-as-usual
scenarios by 2030.

»  China will increase forest stock volume by 4.5 billion m? above 2005 levels by 2030 through
afforestation, promoting citizen tree planting, the protection of natural forests, and the
restoration of forests and grasslands from farmland development.

Going forward it is in the interest of business to collaborate with governments to help them to
achieve these goals, thereby minimizing climate risk in their own supply chains. REDD+ for example
anticipates private sector participation and has the potential to improve access to financial capital,
accelerate the development of new products and services, and improve brand value.

Transport

Businesses can also align investment decisions with increased policy certainty in the transport
sector, which accounts for 23% of energy-related CO, emissions. Indeed, over 70% of national
climate plans include transport targets. 89% of these include mitigation through passenger
transport and 86% include urban transport measures.

In addition to fuel efficiency improvements, low carbon fuels, alternative and cleaner fossil fuels,
and electric vehicles, are essential to achieving national climate plans and offer an appealing
economic opportunity. Today, only 3% of transportation fuels are low carbon. According to the IEA,
10% of transportation fuels must be low carbon by 2030 if we are to continue economic growth
while holding global warming below 2°C.73

Developed countries are focusing mostly on fuel efficiency improvements or decarbonizing fuels,
while developing countries are more focused on public transport improvements.” The transport
sector and companies that rely on it for their operations and logistics have an opportunity to help
shape the design of public transport systems, and policies to decarbonize fuels and increase vehicle
efficiency.”>

SELECTED TRANSPORT TARGETS IN THE NATIONAL CLIMATE PLANS”®

COUNTRY SELECTED TARGETS

Renewable fuels regulations require that gasoline contain an

CANADA average 5% renewable fuel content by 2030.
Promote the share of public transport in large and medium-sized
CHINA cities, targeting 30% by 2020. Accelerate the development of green

freight transport.

Increase the share of railways from 36% to 45% of total land
INDIA transport by 2030, thereby decreasing the load on less efficient
diesel operated road traffic.

Reduce carbon dioxide emissions from transport 27% below 2013

JAPAN levels by 2030.

Strengthen the average automobile emission standard from
REPUBLIC OF KOREA | 4 5C0,/km in 2015 to 97 gCO./km in 2020.

SOUTH AFRICA Investment in public transport to grow at 5% per year.

Sector by sector, the national climate plans brought forward under the Paris Agreement are
transforming the regulatory landscape in which businesses and investors operate. They give
immediate effect to the universal commitment to reduce GHG emissions towards net zero, and
open new market opportunities to scale-up low carbon solutions. With long-term policy certainty
and sectoral policies being put into place, businesses and investors have an incentive to
invest and innovate. Those who do will be well rewarded for their efforts.
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PUT A PRICE
ON CARBON

Carbon pricing is one of the key policy instruments needed to harness the power of business to
tackle climate change. Paris sent a clear signal to the business community when 90 national climate
plans included proposals for emissions trading systems, carbon taxes and other carbon pricing
initiatives.””

Through carbon pricing, governments are creating the policy landscape that enables companies
to manage risks, make strategic investment decisions and shift towards low carbon technologies.
Companies engaging with carbon pricing policies and establishing an internal carbon price have
seen concrete results in terms of both their financial and climate strategies.

Businesses and investors must prepare for the increased uptake of carbon pricing policies and
position themselves accordingly as these policies shape their markets. The Paris Agreement itself
anticipates the rise of carbon markets and modern frameworks to link and integrate them. More
harmonized markets will increase GHG reduction options for business, enhance carbon price
stability, reduce competitive distortions, and strengthen further political collaboration.

The proportion of global emissions covered by carbon pricing policies has increased threefold over
the last decade and includes seven of the 10 largest economies. 40 national jurisdictions and over
20 cities, states and regions have adopted pricing policies.”® A number of additional pricing policies
are also scheduled to be implemented over the next few years. These include:

P> Carbon taxes planned for Chile and South Africa.

P> Plansin Ontario, Washington State and Oregon to develop an emissions trading system
similar to Québec.

WHY USE AN INTERNAL
CARBON PRICE?

Businesses can already use existing and projected carbon
market prices to identify potential savings from reduced
carbon emissions, to evaluate new carbon-producing capital
expenditures, and to evaluate lower carbon business models.
Last year, over a thousand companies reported to CDP that they
were using an internal price on carbon or would do so over the
next two years.”?

Internal carbon prices can be integrated into business
decision making in several ways:

Risk Management

Momentum is growing for businesses to use an internal price of
carbon to assess and manage risks. The investment community
is using carbon pricing to value assets, measure portfolio risk,
and assess credit ratings. Companies can use a shadow price,
the estimated future price of carbon, to assess the potential
impact on their operations. The variation in prices used
by different companies and industries reflects the different
material inputs, risks and opportunities that exist within their
respective operations and marketplaces. This includes
forecasting future carbon prices which are likely to increase over
time due to repeatedly strengthened regulation.

For example, E.ON, a German utility, uses two scenarios to
understand potential risks to their business model: EUR 20 per
metric ton of CO, as a base case of where they see EU ETS prices
trending, and a higher price of EUR 40 per metric ton. According
to US industrial company Owens Corning, “quantifying these
added costs, in the event that a price is put on carbon in regions
around the world where a current price or trading scheme is not
in place, provides additional insight into our business decisions.
We bracket this analysis, on the low end at USD 10/metric ton and
a high of USD 60/metric ton."80

Financial Planning

The profitability of low carbon assets will increase due to
carbon pricing. Shadow prices enable companies in all sectors
to plan their operations around expected future carbon and
energy-related costs. These include Google, which uses a
shadow price when evaluating the establishment of individual
data centers, and Deutsche Bank, which uses an internal carbon
price to calculate the cost and payback period of energy efficiency
initiatives.8!

Climate Targets

Business leaders also recognize that carbon pricing is a cost-
effective way to meet corporate climate targets. For example,
Microsoft has used carbon pricing, beginning in 2012, to reach
its carbon emissions reduction goal and become net carbon
neutral.82 Business units had a strong incentive to reduce
emissions because the cost of carbon was included in their annual
budgets. Microsoft also used the revenue from its business units
to reach its carbon neutral goal by investing in carbon offsetting
measures like green power and building efficiency.
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REGIONAL MARKETS:
SPOTLIGHT ON CHINA

The most significant upcoming development
in carbon pricing willbe anew national Chinese
emissions trading system to be implemented
in 2017. China is the world's largest emitter of
greenhouse gases, accounting for more than
27% of the world's emissions.

In the last few years, China has piloted carbon
trading programs in seven regions and cities.
When these pilot markets are merged into a
national carbon market, China will overtake
the EU to become the largest carbon market
in the world.

The Chinese national emissions trading
system will include 10,000 enterprises when it
comes into effect. It will cover six sectors and
15 sub-industries including power, chemicals,
petrochemicals,  construction materials,
nonferrous metals, steel, papermaking and
aviation. It will be a cap-and-trade system
designed to encourage companies to cut their
emissions so they can sell unused allocations.

CARBON PRICING
LEADERSHIP COALITION

The Carbon Pricing Leadership Coalition is
a voluntary partnership of national and
sub-national governments, businesses, and
civil society organizations working together
towards the long-term objective of a carbon
price applied throughout the global economy
by:

> Strengthening carbon pricing policies to
redirect investment commensurate with
the scale of the climate challenge.

P> Strengthening the implementation
of existing carbon pricing policies to
better manage investment risks and
opportunities.

» Enhancing cooperation to share
information, expertise and lessons
learned on developing and implementing
carbon pricing through various readiness
platforms.
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MANAGE YOUR
CLIMATE RISKS

Although the Paris Agreement is a catalytic instrument that is already shifting investment into a
thriving clean economy, businesses and investors will continue to face highly disruptive climate
impacts even if warming is held well below 2°C. The Paris Agreement addresses resilience to these
impacts through a global resilience goal and national strategies to build adaptive capacity country
by country, but risks will remain and businesses will need to enhance their own climate resilience.
Businesses with robust climate risk management and resilience strategies will increase investor
confidence and protect both their operations and their license to operate.

According to the World Economic Forum's 2016 Global Risk Assessment Report, failure to mitigate
or adapt to climate change is the highest impact risk to business for years to come.83 The private
sector is exposed to climate risks that are already widespread, material, and projected to continue
increasing in intensity and frequency. Business operations and supply chains are adversely affected
by extreme weather events, temperature variations, droughts and floods, sea-level rise, acidification
of soils and oceans, and disease vectors. Climate resilience is now essential for any forward-looking
business.

Nearly 75% of suppliers in a recent survey stated that climate change presents risks that could
significantly impact their business operations, revenue, or expenditures. Yet only 50% of those
surveyed are currently managing this climate risk—with even fewer suppliers measuring and
managing associated water-related risks.84

CLIMATE RISKS TO BUSINESS

Businesses face many different types of climate-related risks:

. Physical and Operational Risk: /. Financial Risk: The risk of financial
The risk to facilities, manufacturing, loss due to climate impacts.
supplies, and workforce from climate 5
impacts such as extreme weather
events.

Reputational Risk: The risk of failing
to deliver on the expectations of key
stakeholders including investors.

7 . InputRisk: The risk of reduced 6
availability of natural resources ’
and raw materials, including water,
materials, minerals, and commodities.

Regulatory Risk: The impact of
increasingly stringent climate policies
that result from a rising price on high
carbon sources of energy and carbon-
3. Market Risk: The risk of changed intensive activities.8>

market demand, which could include

stranded assets.

There are many ways the private sector can act to enhance climate resilience. These include
physical investments such as flood barriers; climate-proofed infrastructure and the protection
of biodiversity and ecosystem services; technological investments such as early warning systems
for local communities; financial investments such as weather derivative insurance products; and
social investments such as education and worker training, women’'s empowerment initiatives, and
social safety nets that help reduce risk when disaster hits.86
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BUILD RESILIENCE INDUSTRY BY INDUSTRY

Climate impacts will affect different global industries in various ways. Below we examine the textiles,
manufacturing, agriculture and insurance industries, and particular national climate plans which
protect them.

Textiles—Bangladesh

As the world's second largest garment exporter, textiles are central to the Bangladesh economy
as a source of both foreign exchange earnings and domestic employment.87 In 2014, the value of
Bangladesh's apparel and accessories exports exceeded USD 28 billion and accounted for 84% of
the value of total exports.88 Bangladesh's ready-made garment sector directly employed about 4.2
million people of which approximately 60% were women.8? In addition, Bangladesh is one of the
most climate-vulnerable countries, especially to seasonal cyclones and flooding 20

For Bangladesh's textiles industry, climate change poses several distinct risks:

P> Increased input risk and financial risk from decreasing supply and/or increasing cost of critical
production inputs such as cotton, caused by decreased availability of water and an increase
in high-temperature days.?"

P> Heightened regulatory and reputational risks as more stringent climate-related policies and
political pressures emerge .92

P> Increased physical and operational risk from disruptions to the labor force. The cumulative
effects of shortages of safe drinking water, increased river bank erosion, and salt water
intrusion in coastal areas are displacing hundreds of thousands of people to cities, potentially
reaching six to eight million people by 2050.93

P> Flood damage alone is expected to affect 1,011 km of highways and 4,271 km of
embankments by 2030 and nearly triple these figures by 2050, straining export infrastructure
and increasing operational and market risks.94

Recognizing the country’s vulnerability to climate impacts, the Bangladesh government has focused
its national climate plan on adaptation.?> In prior years, the government has focused on protecting
water resources, ecosystems and forests, crop agriculture, the fisheries and livestock sectors, as
well as infrastructure and human health.%6

Climate change poses many risks to the textiles industry, including directimpacts on their operations
and throughout their entire value chains. Businesses must therefore look to enhance the adaptive
capacity throughout their entire supply chain and pay special attention to the extreme vulnerability
of Bangladesh.

Manufacturing—Mexico

Over the past two decades, Mexico has claimed a place on the international economic stage as
a fully integrated manufacturing center, which now accounts for 32% of the nation’s economic
output.?’

Mexico's geography makes it vulnerable to the effects of climate change, including increases in
mean temperature and extreme weather events such as cyclones, floods and droughts.?8 Economic
loss due to hydrometeorological events from 2000 through 2012 is estimated at USD 1.4 billion.9?

For Mexico's manufacturing industry climate change poses the following risks:

P> Greater input and financial risk from resource scarcity and higher input costs as well as
disruptions to energy supply.

> Operational risk from accelerated deterioration of materials, equipment and infrastructure.

P> Greater physical risks of plant, product and infrastructure damage and supply chain
disruptions from extreme weather events (e.g. heatwaves, floods, droughts, cyclones).

» Increased financial risk from higher insurance premiums.100

Mexico's national climate plan includes strengthening the adaptive capacity of the most vulnerable
municipalities, establishingearlywarningsystems and risk managementateverylevel of government,
and reaching a 0% rate of deforestation by 2030, because forests provide mitigation benefits as
well as ecosystem services that reduce social vulnerability to climate impacts.19T Mexico’s national
response to climate change has been to develop a complex framework of legislative and strategic
instruments, including the adaptation piece of its national climate change strategy.102

The manufacturing industry faces great climate-related operational and physical risk. Companies
should focus on climate-proofing infrastructure and physical assets, especially in countries/regions
that are prone to hazardous climate events.

Agriculture—Ethiopia

In 2014, agriculture represented 40.2% of Ethiopia’s GDP and comprised 70% of the total value of
the country’s exports, with production totalling 27.7 million metric tons. Around 80% of Ethiopia’s
population is employed in the agricultural sector.93 Given the country's reliance on agriculture,
Ethiopia’s biophysical and socio-economic vulnerability to climate change is a critical challenge,
making resilience a national priority.

For Ethiopia's agriculture industry, climate change poses the following risks:

» Higher operational and input risks from continuously declining crop and livestock productivity
resulting from extreme drought events and intense and irregular rainfall.104

> Increased risk of resource-driven conflicts from climate stresses on the agricultural sector
and water availability, with greater competition between the various users of water.

» Increased food insecurity, reduced domestic employment in the agricultural sector and
degradation of infrastructure upon which the export industry relies.19>

Ethiopia's national climate plan improves upon previous national adaptation strategies, and
specifically addresses increasing the resilience of the agriculture industry due to its vulnerability
to higher operational and input risks. This includes Ethiopia’s Climate-Resilient Green Economy
strategy which aims to reduce vulnerability and ultimately achieve middle-income status by 2025.106

The agriculture sector is highly vulnerable to the effects of climate change, especially in developing
countries such as Ethiopia. Food, beverage and agriculture companies will need to assess climate
risks and build resilience throughout their supply chains.

Insurance—-Australia

Australia has a large and established insurance market which is at the forefront of climate risk
management. The private sector insurance industry generates gross premiums of AUD 43.8 billion
and has total assets of AUD 118.5 billion.197

The insurance industry in Australia has already experienced climate impacts first-hand, such as
coastal erosion, storm surges and gradual sea-level rise. Insurers have been hard hit financially by
natural disaster claims over the last five years,198 with many general insurance policies in Australia
now specifically excluding coverage of such risks.109

Australia’s national climate plan recognizes that climate change poses a significant threat to its
economic security, natural heritage and way of life as one of the hottest and driest continents.!0
The plan includes a coastal risk management framework, and focuses on cities, farmers’ resilience,
water management and disaster management. Australia’s Insurance Council works closely with
the Australian Government on a number of climate-related risks, including climate-proofing
infrastructure and removing tax disincentives on insurance products.!

The insurance industry is already experiencing an increased number of claims from climate impacts
and can expect an upward trend in coming years. By innovating and scaling up the deployment of
climate-related products, insurance companies will improve their own resilience and that of their
clients.
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BE BOLD AND
BE RECOGNIZED

The cost of not taking climate action is growing while the cost of action is falling. Leading businesses
taking bold climate action have benefited from an average 27% internal rate of return on their
low carbon investments,'2 alignment with incoming climate and energy regulation, first-mover
advantages in low carbon markets, more resilient operations and supply chains, and a stronger
reputation among employees, consumers, and other stakeholders.

Climate action drives innovation, creates new and better job opportunities, helps to grow the
economy, and increases competitiveness in the global marketplace.

THE ACTION AGENDA

In Paris, the "Action Agenda” showcased leading initiatives on renewable energy, energy access
and efficiency, agriculture, forests, transport, resilience, private finance, innovation, and short-lived
climate pollutants.3 Each annual UN climate conference through 2020 will similarly showcase the
latest and greatest in private sector climate action, offering a platform for business leadership and
best practices.114

The NAZCA portal, which registers non-state climate commitments, counts nearly 5,000
commitments from companies and nearly 1,000 from investors.’> Among these are the gold
standard commitments taken by climate leaders as part of the We Mean Business campaign.11é

In recognition of the importance of accelerating climate action before 2020, when countries will
update or submit new national climate plans, two high-level political champions representing
the incoming and outgoing UN climate conference presidencies will lead the scale-up of climate
action. The first two champions are French Climate Ambassador Laurence Tubiana and Moroccan
Environment Minister Hakima el Haite, who will steer both the Action Agenda and technical work at
the UN to scale-up solutions. 7

WE MEAN BUSINESS

We Mean Business works directly with companies and investors to catalyze ambitious climate
action. In the lead up to Paris, more than 500 of the world's largest and most influential companies
and investors made over 800 commitments to action through We Mean Business and its partners.
From setting emissions reduction targets in line with climate science, to setting 100% renewable
energy goals, to implementing an internal carbon price, to decarbonizing investment portfolios, to
working on Low Carbon Technology Partnership initiatives, these companies and investors helped
to set a new gold standard for bold climate action.

After Paris, the business community has a clear policy signal from governments that it is
time to scale-up low carbon investment and bold solutions to climate change. To meet this
need for scale, We Mean Business will share a more comprehensive set of climate actions to spur
action by many more companies and investors. Over the next few years, the actions taken by
the business community have the potential to help course-correct global emissions and put
the world on track to hold warming well below 2°C.
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