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N Climate-related ESG
A Reporting in Public Sector

Serdar Yilmaz

Practice Manager

Public Finance and Procurement Global Unit
The World Bank

Seoul, November 1, 2023

World Bank Group new vision and mission

To create a world free of poverty ona livable

Vision planet

To end extreme poverty and boost shared
prosperity ona livable planet
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Why is sustainability reporting in public
sector important

Climate-change: overview and impact

.

Private sector is moving fast on ESG reporting, raising equivalent
demand on public entities

Demand for climate-related financial information by investors: to
attract capital

Limited identification and integration of sustainability opportunities
and risks in public sector

Stakeholders are interested to know the contribution of the public sector to
addressing the global climate emergency and the ongoing progress towards the
UN SDGs

Iy 01 [

constituents such as taxes or debt, or in deploying
resources for the provision of public goods and/or the

$ Entities either are involved in raising resources from
delivery of public services to beneficiary constituents.

Who in public

There must be a user need for information, which stems
SeCto rs ho u ' d € from the existence of service recipients or é resource
provider - taxpayers and their dependence on
re pO I't on information.

ESG?

report on the activities of individual government
departments, agencies, programs or activities separately

In certain cases, it might be useful or even necessary to
m and to designate them as reporting entities.
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- Difficult to define scope of reporting
entities due to complex hierarchical
decision making in public sector

C h aI |e n geS | n « Aggregate information presented at
o national level might not be enough
defining

: = Need report by individual entity who is
pl.l bllC sector responsible for the actions, such as CO2

reporting emissions

pmpplapipianidpn g iatinnng

entlty « Public sector entities in some country are
of huge number and play the dominant
role in providing services but are subject to
very light regulations on information
disclosures (Vietnam: 48 thousands
entities, using 1.5 million people in public
hospitals, media, agriculture, transport, ...

Principles recommended in adopting ISSB
standards in Cambodia

Phased e Baseline
implementation Approach Metrics

5 Data
Progressive o — Templates and
O Disclosures O g;:r:?:;rty and O Guidelines:
Capacity Collaboration
s & Building (i and Peer ?fg;‘;ﬁ?tr y
Support Learning y
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How is the WB supporting
Sustainability Reporting?

Integrating sustainability reporting in WB instruments and

practices

« For example, integrating in Country Climate Developments Reports the identification of
opportunities to strengthen reporting on climate change, as well as revising Financial
Management practices and requirement

Developing tools and supporting client countries (through
technical assistance) to integrate climate change in Public
Finance Management

« For example, climate budget tagging, green procurement and public investment |
management \

Providing sustainable, scalable and impactful support to client
countries and partner institutions

« For example, partnering with and supporting IPSAS Board to develop climate-related
standard, and supporting client countries through provision of financial and technical
assistance

The World Bank and KIPF collaboration |

Collaboration with

Public Expenditure Collaboration

Partnership for
the Public
Expenditure
Management
Network in Asia

Management Peer
Assisted Learning

network in Europe
and Central Asia
(ECA) regions on
PFM and PSA
agendas

with Public
Sector Accounting
and Reporting

Program on
sustainability
reporting agenda
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Project brief for climate-related disclosures — Mar 2023:

(i climate change threatening human well-being and the
planet's health, requiring immediate public sector action

(i) a specific climate-related standard for the public sector
could be developed from the draft climate-related standards

0 I‘Ig oin g WO l'k of the International Sustainability Standards Board (ISSB)

of IPSAS

and the Global Sustainability Standards Board (GSSB).

+ Amendments to Recommended Practice Guidelines - May

Board 2023:

i RPG1 - Reporting on the Long-Term Sustainability of an
Entity’s Finances

(iy  RPG3 - Reporting Service Performance Information,
The World Bank and IPSASB are working on a grant proposal

to assist the IPSASB in starting to set up the sustainability
reporting agenda for public sector.

Call to action

+ Partner with Governments to design and increasingly adopt policies,
principles and practices to integrate sustainability development
elements in public sector governance, strategy, risk management and

reporting N

« Design and implement innovative and sustainable initiatives tt? '

develop adequate expertise and institutional capacity in public
sector institutions, including Auditor General

P

« Learn, leverage, and leapfrog from Public Sector Accounting
reforms (IPSAS) and performance audit practices (ISSAl) \

4
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Thank you!




Developing Climate—Related
ESG Reporting Guidance in the Public Sector
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[Session 1]
Developing Climate—Related ESG Reporting Guidance

in the Public Sector
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Development of sustainability related financial reporting
standards: The Reporting entity and its characteristics
as a key issue

Andreas Bergmann Professor (Zurich University of Applied Science)
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aw School of
Management and Law

Development of sustainability related financial
reporting standards

The Reporting entity and its characteristics as a

Prof. Dr. Andreas Bergmann, Director Public Sector andreas bergmanni@zhaw.ch
Durlandy Cubillos, Contador Piblico, Research Associate durlandy.cubillos@zhaw.ch

Pascal Horni, MSc, Research Associate
Esteban Walteros, Contador Piblico/Adrmr, Research Assaciate

Zh school of
aW Management and Law

Development of sustainability related financial reporting standards

Agenda

1. Development at international level

2. Reporting entity and its characteristics as a key issue

Zh school of
aW mManagement and Law

e 13 o
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Development at international level

3 Zh school of
) aW Management and Law

Background Sustainable Developmentand SDG (1972-1996)

Zawise i
Devalopment 1a dacided
apen.

Stocknalm Deslazaticn
Ba=va ana annince the
ion plan: 105

Zizst Tima.

Source: ZHAW based on hitps:treaties un.ong and httpshwwawun.orgienicon ferencesienvironment

q Dovalapmant (UK CSD)

Zh school of
aW mManagement and Law
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Background Sustainable Development and SDG (1997-
2023)
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Development at international level

Background

=

ey SUSTAINABLE ™ &%
) beveiopment GEPALS

B00D HEALTH quALTY
AND WELL-BENG EDUCATION

L]

DECENT WORK AND
ECONOMIC GROWTH

17 PARTRERSHIPS

14 13 PEACE. JUSTICE
BELOW WATER AND STRONG FOR THE GOALS
IHSTITUTIONS “"P’
g
%aen™®
— a0
Source: : hitps f'edgs un ord/goale [downloaded 29 .05 2023]
2 h School of

aW Management and Law

Development at international level

Background

Public and private sector entities should adapt their policies and operational terms to
address ESG (Environment, Social, and Governance) factors implied by the SDGs.

W Environment M Social W Governance
1 End Poveny | e e |
2. Zero Hunge r | —
3. Good Health and Weil-Being |
4. Quiality Eciucatio |
5. Gender Equiality |
6. Clean YWater and Sanitatior |
7. Affordable and Clean Energy I
8. Decent Work and Economic Growth
9.  Industry. Innovation, and Infrastructure
10. Reduced Inequities
11. Sustainable Cities and Communities
12. Resposible Consumption and Production
13. Climate Action
14. Life Below \Water
15, Life on Land
16. Peace Justice, and Strong Institutions
17. Partnerships for the Goals

Source: Advancing Public Secter Sustainability Reporting (IPSASB, 2022)

g h school of
aW mManagement and Law
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Development at international level

Background

Task Force on Climate-related Financial Disclosures —
Financial Stability Board (FSB)

CDSB Framework - Climate Disclosure Standards Board (CDSB) ‘
LUE
RE

Value Reporting Foundation -
(Before International Integrated Reporting Council (IIRC) y
Sustainability Accounting Standards Board (SASB))

INTEGRATED sass
THINKING ﬂ . STANDARDS
PRINCIPLES

® FOUNDATION
CDsB

Framework
e e e B Source: htips Mwww valuereportingfoundation org!  [downleaded 29.05.2023]

Source. htips fiwww cdsb net! [downloaded 29.05.2023]

Zh school of
aW Management and Law

w

Development at international level

Background

In the private sector, there are a variety of frameworks for disclosing ESG and climate
information to different users, for example:

Global Reporting Initiative (GRI) > .Bb@ut
éRI’s... = )
_ : [ & e,
Universal Standards Sector Standards | Topic Standards

Requiremaents and | =
Prncipies Tor using the
GRI Stendards
asi 205
Disciosures about the = =
reporting organization
oni 18 [
Disclosures and
guidance anout the
organization's material . Lo
topics.
= L 1 J T =

Apply all thrae Universal Use the Sector Standards that Select Topic Standards o repon
Standards 10 your reporting apply to your sectors specific information on your
miatenal topics
Source: http: eporting org! 29.05.2023]

10 Zh school of
) aW mManagement and Law
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Development at international level

Background

Consoclidation of standards in the private sector

= The IFRS Foundation announces the creation of the International Sustainability Standards
Board (ISSB) during the United Nations Climate Change Conference (COP26) in Glasgow
(Scotland) in November 2021.

« The made the decision to consolidate the VRF and CDSB in June 2022
(achieved on 1 August 2022)

+ But they will not consolidate the GRI, because of its wide use and broader stakeholder concept.

EE3IFRS

ustainability

11 Zh school of
aW Management and Law

Development at international level

The ISSB's mission is to develop standards that will result in a comprehensive and high-quality
global foundation of sustainability information focused on the needs of investors and financial
markets.

In June 2023 it issued the first two standards S1 and S2.

IEIFRS EEIFRS

IFAS 51 IFRS S2

Fuente: hitps: /Mwwvifrs.om/ [descargado 03.09.2023)

With single materiality, i.e., effects on the entity

12 Zh school of
aW mManagement and Law

e 18 o
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Development at international level

IFRS S$1

General Requirements for the Disclosure of
sustainability-related Financial Information

Objective: To disclose information on sustainability-
related risks and opportunities to users in order to
assess the value of companies and decide to
resource it.

Scope: Information on sustainability-related risks
and opportunities.

Reporting entity: Same as the Financial Statements.

Core content: Disclosures on governance, strategy,
risk management; and metrics and targets.

EEIFRS

IFRS s1

Zh school of
aW Management and Law

Development at international level

IFRS S2

Climate-related disclosures

Objective: To disclose information on climate-related risks
and opportunities to users in order to assess the value of
businesses and decide to provide resources to it.

Scope: Information on climate-related risks and
opportunities.

+ Physical risks

= Transactional risks

+« Opportunities

Core content: Climate-related disclosures, climate,
governances, strategy, risk management; and metrics and
targets.

EEAIFRS

IFRS S2

Zh school of
aW mManagement and Law

e 19 o
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Development at international level

European Union: New Directive on
Corporate Sustainability Reporting (CSRD)

*  Applies to listed and unlisted companies if they reach a
certain size

» Strong focus on double-materiality, hence, does not follow

IFRS. DRAFT EUROPEAN SUSTAINABILITY
i : o 5 REPORTING STANDARDS
« Introduces the concept of "undertakings", which -
include the entire value chain (?) General requirements
* “Undertakings” does not translate well into other
languages

+  July 2023: Endorsement of the first 12 European
Sustainability Reporting Standards (ESRS)

B EFRAG

Zh school of
aW Management and Law

Development at international level

First steps of the IPSASB in June 2020:
Questions and answers from the team

IPSASB]

CLIMATE CHANGE: RELEVANT IPSASE GUIDANGE

< To discuss therelevance of GPR 3 Reporting on performance of services with respect
to climate change and the UN Sustainable Development Goals (SDGs)

« Alsorelevant are GPR 1 Reporting on the long-term sustainability of an entity's
finances and GPR 2 Commentary on Financial Statements.

+« The topic may have implications for the application of IPSAS 1 Presentation of
Financial Statements, IPSAS 17 Property, Plant and Equipment, IPSAS 19
Provisions, Contingent Liabilities and Contingent Assets, IPSAS 21 Impairment of
Non-Cash Generating Assets, IPSAS 26 Impairment of Cash Generating Assets,
IPSAS 29/41 Financial Instruments.

Zh school of
aW mManagement and Law

e 20 -
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Development at international level

) ===
May 2022: Consultation by the IPSASB

Advancing
*  Pressure from the WB's "Sovereign Climate and Public Sector

Sustainability
Reporting y
i

Nature Reporting" report

*«  Proposing that the IPSASB issue standards on
sustainability and climate disclosures

«  With focus on "General Disclosure
Requirements for Financial Information on
Sustainability”" (~S1) and "Climate-related
Disclosures" (~52)

. Issue standards until end of 2023

- Results: Mostly favourable, but doubts about
IPSASB capacity

17 Zh school of
aW Management and Law

Development at international level

The rationale for developing a sovereign climate and nature
information framework

May attract capital and have spillover effects on national policy formulation S
to countries presenting this information Vi

There is a growing demand for climate and nature-related financial
information from investors

Existing information does not meet the needs of investors and other
stakeholders

Sowrce! ZHAW based on Sovereign Chmate
and Nature Reporting (World Bank, 2022)
18 Zh school of
. aW mManagement and Law

0210
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Development at international level

Benefits of preparing and presenting sovereign climate and
nature information

» Improved access to capital from a wide range of investors,
* Internal compression of climate and nature-related risks, bringing benefits in
governance and cost of capital.
Government - Endow the country with the ability to shape the narrative on risk and opportunity
s management.
* Increased country capacity to identify, prioritize and invest public capital in ways
that enhance resilience.
* Lead by example to help disseminate private sector sustainability reporting.

= Increased ability to price climate and nature-related risks more accurately.
* Increased ability to identify opportunities for investment in adaptation and
Investors resilience projects and services.
» Increased information with which to collaborate with governments to foster
improved risk management and opportunity utilization.

* Better information on credit risks affecting the country, subnational entities and
companies.
Better visibility on the measures taken by countries to improve their resilience and

attract investor Capitﬂluce ZHAW based on Seversign Climate
and Nalure Reporting (World Bank, 2023}

Other users

19 Zh school of
aW Management and Law

Development at international level

2023: IPSASB confirms next steps

«  March 2023: Approval of the updated RPG 1 and 3 I ===
i i s Agte
« June 2023: Decision to start standard setting work oot et 13 S

CUMATE-RELATED DISCLOSURES

= September 2023: Approval of project brief for the
development of standard on
“Climate-related disclosures” and kick-off

- Exposure Draft expected Q3 or Q4/2024

Zh school of
aW mManagement and Law

)
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Reporting entity and its characteristics as a key issue

21 Zh school of
aW Management and Law

Reporting entity and its characteristics as a key issue

IPSASB considers Conceptual Framework as one of the key inputs

"« Multi-stakeholder model to
address public sector needs
* Leverage international

Provides a basis for
identifying key public sector
concepts

standards — ISSB and GRI ( Consultation IPSASB Connectivity with financial

Paper & Conceptual
Feedback Framework

. * Links to stalistical reporting reporling

[ = Helps address multi-
stakeholder approach
« Consider public sector needs
balanced with materiality and
\ cost-benefit constraints

Global baseline for
financially material
sustainability disclosures
Basis for guidance to meet
public sector reporling needs

Source: IPSASB, Agenda ltem 13, September 2023

o5 Zh school of
aW mManagement and Law

M2
m
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Reporting entity and its characteristics as a key issue

Characteristics of the Reporting Entity and Reporting entity as the key conceptual
issues for presenting sustainability-related financial information

. IPSASB Conceptual Framework
Preface: Characteristics of Public Sector Entities
Chapter 1: Role and authority of the conceptual framework
Chapter 2: Objectives and users of general-purpose financial reporting
Chapter 3: Qualitative characteristics
Chapter 4: Reporting Entity

Chabter 7: Presentation in General Purpose Financial Reports (GPFR)

« Entity is key because it defines the scope and responsibility as a preparer

Zh school of
aW Management and Law

Reporting entity and its characteristics as a key issue

Methodology

* Theoretical analysis, in particular analysis of the Basis for Conclusions (BC) and the
IPSASB meeting minutes

* 3 country cases of countries which are advanced in using IPSAS (or IFRS) as the
conceptual basis of their financial reporting and have a history of preparing (broader)
GPFR presenting sustainability-related information

S L]

¢« United Kingdom
¢ New Zealand

«  Switzerland

Zh school of
aW mManagement and Law
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Reporting entity and its characteristics as a key issue

1. Are all relevant in the
context of sustainability-
related financial information.

Characteristics of public sector entities

e.g. statistical guidance
for SDGs: Indicatol

B, ©-0. carbon taxes
o Most relevant

Approved Budget
« Non-exchange Transactions

role in context
of international
treaties, e.g.
Paris Agreement

. while
Regulatory Role o Approved Budget e.g. green budgets

*« Regulatory Role

obligations
Nature & Purpose [[paudignon 0 ?e{fssciﬁoﬁ in its current
3 of Public Sector ption.
e.g. assets with (Tp— 2. IPSASB did not consider
preservation purpose, sustainability sustama_bmty reporting when
environmental liabilities developing them

25 Zh school of
aW Management and Law

Reporting entity and its characteristics as a key issue

Characteristics of public sector entities: International experience

= None of the three jurisdictions explicitly considers IPSASB-CF characteristics for
sustainability reporting

S L &
2] [ NG

Consider characteristics not at all in national regulation

« Considers the characteristics for financial reporting, but not for
sustainability-reporting

« Does not consider characteristics in national regulation, but
sustainability reports are based on statistical sector = dominant role
of statistical reporting for sustainability reporting purposes

Bottom line: Quite different, despite very similar conceptual basis!

26 Zh school of
- aW Management and Law
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Reporting entity and its characteristics as a key issue

Reporting Entity
. Considerations for determining the reporting entity:

. Key characteristics: Cumulative requirements

. Constituents provide resources or constituents receive benefits; and

@

. User need: Recipients of information depend on this source ras
L)
. Additional considerations:
. Jurisdictional factors, e.g., legislation/regulation
. Responsibilities and capacities
97 Zh school of

aW Management and Law

Reporting entity and its characteristics as a key issue

Reporting Entity
. Distinction between reporting entity and economic entity

. Reporting entity: Single entity or group of entities, complying with key characteristics

. Economic entity: Group of controlling entity and controlled entities

c
]
1
1
1
[ ]

i

Zh school of
a aW mManagement and Law

>
w0
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Reporting entity and its characteristics as a key issue

Reporting Entity: International experience

Reporting Entity for sustainability reporting purposes

«  Group of entities, but different from financial reporting

+«  Group of entities, same as for financial reporting
= Hybrid approach: Entity plus entire Economy

«  Statistical sector, rather than reporting entity
+  With reference to IPSAS RPG1

29 Zh school of
o aW Management and Law

Recommendations

To both national and international authorities and standard setters

. R1: Use SDG as a reference point
. R2: Apply a broad definition of stakeholders (similar to GRI or CSRD)

. R3: As a consequence of the broad definition of stakeholders,
use double-materiality. However, be cautious
about inclusion of up- and downstream activities
in the value chain because of public sector
characteristics.

Zh school of
aW mManagement and Law
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Recommendations

To both national and international authorities and
standard setters

. R4: Sustainability reporting was not the focus when developing the IPSAS-CF and its Preface,
resulting in a narrower use of the term sustainability. Therefore, revisit the IPSAS-CF and its
Preface.

. R5: Despite having a similar conceptual basis, the three country cases show relevant
differences in the way sustainability-related information is presented. This shows the need for
clarification at standards level.

Zh school of
aW Management and Law

Recommendations

To both national and international authorities and
standard setters

. R6: Given the legal obligations governments entered in
the name of the entire country, elaborate at the
relationship between jurisdictional reporting and entity
reporting.

. R7: Consider presenting information about both, the
jurisdiction and the entity

. R8: Review RPG1, in respect of the use of yet another
concept of reporting entity (General Government
Sector)

Zh school of
a2 aW mManagement and Law
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In Search of Climate-related ESG Reporting in the Public Sector

43| KIPF LAMZ0| 87| 2HALX|
SSFE 7|48 ESG H1

[Session 1]
Developing Climate—Related ESG Reporting Guidance

in the Public Sector

[MM 1]
e 7|SHst ESG BT JIE MY

OH

ESG reporting by U.S. public sector entities:
An update on ESG reporting guidance

Scott Showalter Professor (North Carolina State University)

0= 33522 ESG H1 X|& U AARH

Scott Showalter (=AHZS2t0|L} FEICHSHY wl4)
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Km‘ KOREA INSTITUTE /\
OF PUBLIC FINANCE &}

4th KIPF Public Sector Accrual
Accounting International Symposium

ESG Reporting by U.S. Public Sector Entities: An
Update on ESG Reporting Guidance

D. Scott Showalter, CPA
Professor of Practice & Director of Master of Accounting Program
dsshowal@ncsu.edu

NC STATE Poole College of Management Department of Accounting

Research Questions

= Status of U.S. public sector accounting and financial
reporting related to ESG.

= |dentify requisite fundamentals, objectives, and decisions
for the establishment of public sector ESG-related
reporting standards.

NC STATE Poole College of Management Department of Accounting

e 33 o



M4z KIPF 2d9] A IHYZEXY

Status of U. S. Public Sector ESG
Reporting

= Neither U.S. public sector standard setter has issued
specific ESG-related reporting standards

= Current standard-setting agendas include limited ESG-
related reporting standards

o SRANEIAGS 8000s TEIF FEDERAL ACCOUNTING
STANDARDS ADVISORY BOARD

NC STATE Poole College of Management Department of Accounting

- R

Key ESG-related Reporting Issues

e Authority to issue ESG-related standards

e Define and identify the type of information encompassed
in ESG reporting

e How ESG-related information fits within the conceptual
framework and governing documents

e Clarify materiality and criteria for recognizing, measuring,
and disclosing ESG information

e How ESG information affects general purpose financial
reports of public sector entities

e Public opinion about ESG
NC STATE Poole College of Management Department of Accounting
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Authority to Issue s-related Standards

onceptual fra
documents

NC STATE Poole College of Management Department of Accounting

Type of Information in ESG Reporting

= Risks and opportunities associated with ESG-related
information should be reflected in the GPFRs

\,
\\“
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NC STATE Poole College of Management Department of Accounting
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Fits Within Conceptual Framework and
Governing Documents

= Conceptual frameworks guide the standard setter in
deciding the elements to be reported and how they
should be measured, recognized, and reported

= Over time, it may be necessary for standard setter to
expand the conceptual framework to accompany or
complement ESG-related reporting =

framework

NC STATE Poole College of Management Department of Accounting

Materiality and Criteria for Recognizing,
Measuring, and Disclosing ESG Information

= Criteria for defining and measuring the ESG-related
information to ensure consistency and comparability of
ESG information

= Conceptual fundamentals and decisions on materiality
are important in establishing boundary for developing
ESG-related reporting requirements

NC STATE Poole College of Management Department of Accounting
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How ESG Information Affects General Purpose
Financial Reports

= |nclusion may include identification of financial statement
elements and/or financial statement disclosure

= Standards setters may also have to explore ways of
disclosing the ESG-related information outside of the
basic financial statements section of GPFRs

NC STATE Poole College of Management Department of Accounting

FASAB Activity

ZFASAB

oL it dbomsogl s oo o Develop federal climate-related financial

s 7. 3002 disclosure framework based on ISSB S2,
e Climate Related Disclosures
i EA I ;1 &Sl \ B
e I Sy e A e THE FEDERAL ACCOUNTING
T STANDARDS ADVISORY BOARD
Eﬁ.ﬁ:ﬁ: i gy i & Sochiaal vl b FAGAB S fo
https://fasab.gov/projects/active-

projects/climate-impact-and-risk-reporting/

NC STATE Poole College of Management Department of Accounting
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GASB Monitoring Activities

= Monitor development of ESG reporting guidance by
other standard setters

= Consider need to develop specific accounting and
financial reporting standards for environmental credits
programs, such as emissions trading

G /S B
4 STANDARDS BOARD
https://www.gasb.org/techplan

NC STATE Poole College of Management Department of Accounting

International Public |
I P S A S B Sector Accounting
Standards Board®

= Develop Public Sector Sustainability Reporting
Standard, Climate-related Disclosures

= |PSAS Potential recognition and measurement of natural
resources

= |PSAS alignment with IFRS 6, Exploration for and
Evaluation of Mineral Resources, and IFRIC 20,
Stripping Costs in the Production Phase of a Surface
Mine

https://www.ipsasb.org/consultations-projects/work-plan

NC STATE Poole College of Management Department of Accounting
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Paily Times Daily Times
wt_lll_rr ARE THE w‘.;‘l‘n‘AAﬂE TEE
| ANAYS? Key Takeaways | ANAYS?

— —

= ESG reporting standards by U.S. public sector standard
setters is uncertain.

= |dentified key components to developing standards:
= Authority of standard setter
= Type of ESG information
= Consistent with conceptual framework
= Define measurement criteria and materiality

= |nclusion in general purpose financial statements

NC STATE Poole College of Management Department of Accounting
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In Search of Climate-related ESG Reporting in the Public Sector
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Establishing a system for ESG disclosure and
evaluation in the public sector

Dong Sook Han Professor (Chungnam National University)
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KIPF Public Sector Accrual Accounting
International Symposium

Establishing a system for ESG disclosure &

evaluation in the public sector

Dongsook Han

1. Introduction

2. Changes in ESG-related public institutions

3. ESG framework in Disclosures

4. ESG management in public institutions’ evaluation

5. Conclusion

o 45 o



M4z KIPF 2d9] A IHYZEXY
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l. Introduction

/

1. What is ESG?

.Non-ﬂnancial elements (environmental, society, and governance) of a company.

.The philosophy of sustainable development can be achieved by considering
transparent management such as eco-friendliness, socially responsible

management, and governance improvement in corporate activities.

.The discussion on entrepreneurs’ social responsibility was expanded to the
public sector, and the effect of implementation would spread in a mutual

direction between the public and private sectors.

o 4b o
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2. Background of introduction of ESG management

.Starting from awareness of sustainable development in the financial sector
- Responsible investment: Considering the impact of economic activities through
investment
- Social impact investment: Developed based on the principle of investment that
brings about the necessary results or impact on society through funds.

. Definition of sustainability by the World Commission on Environment and
Development in 1987
- Fair use of natural and existing resources between current and future
generations, and ways for economic development and the environment to
coexist without conflict

2. Background of introduction of ESG management

. Emerging importance of ESG management in the private sector
- Reducing investment in companies that do not adopt ESG business strategies

ESG as an issue in the administrative sector

- The Biden administration in the United States has issued its first executive
order on climate change.

- ldentify and manage physical risks and present renewable energy growth as an
economic stimulus measure

- Pursuing racial equity, supporting labor unions, raising the minimum wage, and
supporting workplace safety issues

o« 47 o
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2. Background of introduction of ESG management

. Declaring the ‘Great Transformation of the Republic of Korea
- Planning to make fundamental changes

from a catch-up economy to a leading economy
from a carbon-dependenteconomy to a low-carbon economy
from an unequal society to an inclusive society

- Ministry of Trade, Industry & Energy release “K-ESG Guidelines V. 1.0” in 2021

. Public institutions are expected to play a leading role in Korea

- Establishing management system for financial risk institutions and
Announcing of public institution innovation guidelines
- Responsible management introduced ESG disclosure, internal audit committee,

activating the board of directors

ll. Changes in ESG-related public
institutions

0480
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1. Changes in public institutions due to ESG

. Public institutions are operating ESG committees and working to expand ESG

management in accordance with public institution ESG disclosure.

.The ESG Steering Committee: composed of internal and external experts
- Deliberating on the institution's ESG strategy, task derivation and
implementation performance review, risk inspection and makes decisions

related to ESG management.

1. Changes in public institutions due to ESG

. Public institutions develop their own ESG guidelines, provide capacity building
training, and build a network for ESG management

- Korea Asset Management Corporation: Establishing the ESG Management
Committee in 2020, and introducing and operating Kamco ESG guidelines in
2021

- Korea Southern Power Company: Establishing ESG Management Committee
in May 2021, developing an ESG management strategy, and operating an ESG
department

- Korea Hydro & Nuclear Power: Launching ESG Committee in 2021 and
discussing ESG management plans by sector.
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1. Changes in public institutions due to ESG

Large public enterprises take the lead in publishingannual “Sustainability
Reports” and “Social Value Realization Reports”™ prepared in accordance with
international standards in order to share the organization's sustainability
management vision, activities, and performance with stakeholders

.The world's major public pension funds request companies to transition to ESG
management by establishing their own evaluation standards

- National Pension Fund's ESG integrated strategy (investment decisions
considering ESG factors) expanded asset class (domestic — overseas stocks
and bonds)

. Policy financial institutions (Korea Development Bank) expands ESG financial
support using Carbon Net Zero Program and Carbon Spread

lll. ESG frameworkin Disclosures

-500
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1. Changes in revision of ESG-related integrated disclosure items

The comprehensive disclosure classification system for public institutions has
been implemented since 2007.

.Leading ESG management of public institutions through integrated disclosure
- In order to shift the paradigm toward sustainable growth
the Ministry of Strategy and Finance has significantly expanded the ESG
disclosure items of public institutions and prepared a revision to the
“Standards for Integrated Disclosure of Public Institutions”. (2022)

1. Changes in revision of ESG-related integrated disclosure items

= (E, Environment) To respond to the climate crisis, ‘environmental protection’
items such as energy usage, waste generation, and water usage have been
significantly expanded.

€ (Energy usage) Announcement of total annual energy usage by public institutions (April)

€ (Waste generation amount) Announcement of annual waste generation performance by public institutions (April)

& (Water usage) Announcement of annual water (water) usage by public institutions (April)
O (Status of violations of environmental laws and regulations) Disclosure of violations of environmental laws and
regulations (regularly)

6 (Status of low-emission vehicles) Announcement of purchase status of low-emission vehicles (July)

= (5, Society) Expand information disclosure on information protection, human
rights, and win-win growth performance

€@ (Personal Information Protection) Announcement of personal information protection diagnosis resuilts of
public institutions by the Personal Information Committee (July)
& (Human Rights Management) Announcement of establishment and implementation status of the institution’s

human rights management system (July)

© (Win-win growth evaluation results) Ministry of SMEs and Startups announces public institution win-win

growth evaluation results (July)

e 51 o
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1. Changes in revision of ESG-related integrated disclosure items

of public institutions

G, Governance) Addition of disclosure items for ‘Status of self-audit department’
and ‘Integrity evaluation results’ necessary for diagnosing ethical management

@ (Status of self-audit department) Announcement of institution’s self-audit department establishment and

operation status (April)

@ (Integrity evaluation results) Announcement of the results of the comprehensive integrity evaluation of public

institutions by the Civil Rights Commission (July)

functions

.Complete reorganization of public institution integrated disclosure (2023.2.3.)
(1) Reflecting changes in the new disclosure environment
(2) Supporting the promotion of policy tasks such as national tasks

(3) Integrated disclosure inspection standards strengthen policy inspection

1. Changes in revision of ESG-related integrated disclosure items

I.General informaion 1. General status & i = 1. Gensral status
2. Mumber of exscutives and employees. |2. Internal regulations
I3 Executive status. [2. Number of sxecutives and employess
|4 New recruitment status ]
ey = = = e 5. New ne.pnm.. tstus _ _ _
e Sy o feoHRTEnT MPOMTion Pt . Excecutive/employes recruitment information
BEkscuayE sy [F. Re-employment status of retired executives and employees
7. Average employes compansation 1. Institukic | Disciplinany status
[B. Agancy hesd business ‘operation [B. Executive owerseas business trip details
(3. Welfars and walfars 10, Executive salans
10. Oparation status of otherwelfars systems, ato. Viage Monagement |11, Aversge employes compEnsation
X 11, Safety and = . 12, Agency head business expense
o Operon | Environmentsl protection weelfare: beneits [ etme gy
13, Social contrbution activites _ 14, Op raho!! status of other welfars systems, stc.
- Union [{E. Labor unionrelated status
14, amn righs; fon and Achisory |15, Status of litigation and legal advice
15, Board of Directors Meeting Minutes ESG Stus 17, ESG management status (new)
15, Status of operstion of work-family balance support system EEmaronment 18 Enwironments] protection
17, Details of executive oversess business trips 15. Safety managemsant and information protection
8. Labor snionrelated status |[20. Social contribution sotivities
%5 Internal regulstions ) 1_Human nghts management
[20. Dizcighnary states . E53 5{5ociety) [22. Status of operation of\.mark—(aml balance support sy stem
= e - . Mutus! growth ewvaluation results
21 Statis of Migation and egaladwice. 0 | 4_Employment status of the dizsbled [new
2. = ¥ of Financial Position T e e e S
23. y income [26. Board of Directors {new]
[24. Income and sxpenditure status G (Governance) 7. Cument status of self-awdi
[25. Capital and sharsholder status [25. Integrity evalustion results
[25. Short-term and long-term =tatus 5. Summary statement of financial position
7 _Auwdit report 0. Summary income statement
. Mein business and = 2 T [21. Income and expenditure status
management. perfonmance ; E:Pp:::::s financial performance:  [3Z Capitsiand sharsholder status
e— : - |22 Short-term and long-term borrowings status
|22, Investment ex=cution details e
1. St L nd . . Tax payment information status
[22. burden cost estimats . M3in business
|22. Mid- to long-term financisl management plan ‘business and BT, Investment execut K
[24. Detai i i f 12 major institutk . Investment and b tion/s ibution status
2= fr— o ronci (22 M nt_burden post estimate
[28. Mutusl growth svalustion results ‘management 0 Wi 16 Jong tesmy ol inafagemment plaf .
o khmda—_‘ demal 57, Integnity =valistion resuits [41. Detailed debt information of 12 major institutions.
evaluation - - - [42_Mznagement svsluation results
. External ovaluation by the National Assembly, atc. 1. Initermal and %m |42, External evalustion by the National Assembry. sto.
39. Customer satis faction survey results. evternal [44. Customer =atisfaction survey results
V. Disclosure . Contractinformation evaluation, et 5 l45 Contract information
[41. Res=arch report ek [45. Research repont
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1. Changes in revision of ESG-related integrated disclosure items

Reflecting changes in the disclosure environment where the importance of ESG
disclosure is increasing domestically and internationally, the existing 5
categories were reorganized into 4 major categories, including the
establishment of a new ESG operation major category.

(Current) Subjects (5): General status, institutional operation, major business and management performance,

internal and external evaluation, information disclosure
(Reorganization) Major categories (4): Institutional operation, , management performance, internal

and external evaluation

In order to improve the convenience of use for the public, the current 10 middle
categories are subdivided into 15 major categories based on the public's areas
of interest and similarities between items.

General status, human resources management, compensation management, welfare benefits, labor union,
litigation and consulting, ESG status, E (environment), S (society), G (governance), financial performance,

business and investment, mid- to long-term financial management, internal and external Evaluation,

information disclosure

1. Changes in revision of ESG-related integrated disclosure items

ESG management status) disclosure ESG management goals, strategies,
implementation system, and performance once a year in the form of a
management report.

.(E, Environment) In consideration of strengthening climate disclosure, etc.,
disclosure of greenhouse gas reduction performance items will be gradually
expanded from the current direct and indirect emissions (Scope 1-2) to external
emissions (Scope 3).

- (Scope 1) Direct emissions from the product production stage (fossil fuel, use of transportation, etc.)
- (Scope 2) Indirect emissions generated from energy use (electricity, heat, water) at business sites, etc.

- (Scope 3) Other indirect emissions (external emissions or financial emissionsg) arising from facilities (partners,

efc.) and supply chain (transportation, etc.) that are not owned or controlled by the company as a result

of corporate activities.

e B3 o




42| KIPF 29| 3

A =HYEXY

1. Changes in revision of ESG-related integrated disclosure items

8, Society) In order to strengthen ESG disclosure by public institutions, new
measures such as employment rate of disabled people and purchase
performance of small and medium-sized business products, which have been
raised as a necessity in the National Assembly, etc.
- (Employment rate of the disabled) Announcement of mandatory employment rate of the disabled in public
institutions in accordance with the “Employment Promotion and Vocational Rehabilitation Act for the Disabled”

(July)
- (Purchase performance of small and medium-sized business products) Announcement of the purchase rate of

small and medium-sized business products by public institutions in accordance with the Act on Promotion of

Purchase of Small and Medium Business Products and Sales Support (July)

(G, Governance) Activities of non-executive directors that require reinforcement
in relation to transparency of institutional operation and ESG promotion system

and establishment of ESG Steering Committee

- (Non-executive director activity details) Disclosure of non-executive director activity details (attendance rate,
status of pros and cons for each agenda, etc.) of public institutions to strengthen transparency in institutional
operation {annual disclosure)

- (ESG Steering Committee) Announcement of ESG promotion system and ESG committee establishment and

operation status of related public institutions (list of members, basis regulations, meeting minutes, etc.) (April}

2. Environmental information disclosure for public institutions

' The environmental information disclosure system is operated in accordance with the

‘Environmental Technology and Environmental Industry Support Act’

- A system designed to encourage green management by promoting environmental
information disclosure by companies and publicinstitutions.

. Enhancingcompanies voluntarily pursue environmental managementand activating

environmental communication with the public, creating a foundation for environmental

management across society

- Contributeto green credit and green investmentactivities of financial institutions for
eco-friendly companies by providing verified environmental information to financial
institutions

Applyingobligatory and voluntary indicators separately
(composed of 8 obligatory and 11 voluntaryitems out of a total of 19 items)
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2. Environmental information disclosure for public institutions

| _pivision | _____Division _| Publicitems

Company Overview Business status

Vision, strategy, policy, goal

‘Strategy and Dedicated organization , education and training , internal review, etc.

BfceninanECInEnt syoLor Water usage, basic unit, recyclingamount
Mandatory Energy usage, basicunit

Greenhouse gas/ o ) i -
Waste generation amount, basicunit, recyclingamount
environmental pollution '

Greenproducts / services Green Purchasing Guidelines Operation Status

Current status of violations of domestic and international environmental laws and
‘Social / Ethical Responsibility )

regulations
Company Overview Status of environmental awards and agreements

Reduced investment and technology introduction

Resources/ Energy _
Investment in new and renewable energy and introduction of technology
Greenhouse gas reduction investment and technology introduction

Greenhaouse gas management level and emissions, basicunit

LU LS Greenhouse gas / Environmental pollution reduction investment and technology introduction
environmental pollution
Current status of environmental pollution control facilities and monitoring systems

Water pollutant emissions / basicunit
Chemical emissions per unit

Environmental { Sustainability ) Report Publication Status

‘Social / Ethical Responsibility - - _ )
Status of responses torequests for environmentalinformation from stakeholders

IV. ESG management
in publicinstitutions’ evaluation

e B5
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1. ESG in public institution managementevaluation

.By looking at the relevant items reflected in the government's management
evaluation of public institutions, we can find some answers to the question of
how to view the management of public institutions from an ESG perspective.

anagement evaluation items include ESG-related matters to reflect changes
in the social environment.

1. ESG in public institution management evaluation

Metrics Environment Social Governance
Leadership o L
; Strategic Planning and Business
Business strategy T by [ ] L J
Public Affairs [ ] L]
Jobs and Equal Opportunity [ 2
Safety and disaster management L J [ ]
Social responsibility Green and carbon neutral L 2
Win-Win Cooperation and Regional P P
Development
Ethical Management L J
Financial Performance Financial Budgeting
Management Financial Budgeting Performance
o Organization and Human Resources
Organization and Human Management. general L] L]
Resources
Labor Relations o L]
Manage compensation and Compensation and benefits [ ] L
benefits Manage Total Labor Costs L J
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V. Conclusion

Institutionalizing ESG in Korea is meaningful to unify the various discussions and align
with more macro-level, international standards.

Disclosure and evaluation systems provide feedback on enforcement alongthe
continuum of an individual agency's activities as a way to implement accountability.

Guidelines developed initially are not permanent, but continuously improved
through use, so cooperation from multiple stakeholders is necessary to improve
usability.

Efforts must be made to ensure consistency with macro-level norms for
standards discussed internationally or nationally at a more narrow
administrative level.
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Case studies of dimate—related ESG reporting in the public sector

Kyu Hun Shim Head of CSR Department (Korea Gas Corporation)
Ki Jong Jeong Department Manager, Planning Team (Korea District Heating Corporation)
Ji Hyun Lee Sr. Portfolio Manager, (National Pension Service Investment Management)
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The current status of climate change—related ESG reporting
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Kyu Hun Shim Head of CSR Department (Korea Gas Corporation)
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The current status of climate
change-related ESG reporting

2023.11.

QO === o

1. Introduction of the organization.

Business Environment

SINILNOD

W

ESG Management - Overview

o

ESG Management Implementation Framewo

ESG Management Strategies

o wu

Climate-Related ESG Reporting
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7. Introduction of the organization Qu=x=2sx

M LNG Terminal
District Division

>

National Matural Gas Preduction and

Supply Facility Operational Status

Major businesses

Manufacturing and
Supply of City Gas, as
well as Byproduct
Refinlng and Sales

Development,
Transportation, and
Import/Export of
Natural Gas
Manufacturing and
Supply of Hydrogen
Energy

Research, Technologcal

additional Facilities for the
Related Projects

€ Korea Gas Corporation (KOGAS) was established in 1983 to enhance national welfare through the safe and reliable
supply of natural gas. Currently, KOGAS operates five production bases, 152 distribution points (management
offices), and a pipeline network of approximately 5,140 kilometers

© KOGAS engages in various activities, including natural gas import and sales, infrastructure construction and
operation, overseas resource exploration and development, overseas LNG infrastructure operation, LNG bunkering,
and hydrogen-related projects
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2 Business Environment O m=xz2sN

( Trends in the energy industry )

B utilizing renewable energy, such assolar B Legislation aiming to reduce EU average % Enacted in 2022 to address soaring U.S, inflatien,
power or hydropower, and recycling existing carbon emissions to 55% of 1990 levels by focusing an climate change mitigation, medical
fossil fuels as a primary means of reducing 2030 cost support, and corporate tax increases

gresnhouse gas emissions
= With a goal to reduce greenhouse gas

An international campaign pledging ¥ (RAM Measures to Impose taxes on emissions by 40% by 2030, a planned
= mm to fully transition 100% of preducts imperted into the EU that Investment of 262 billion dollars, equivalent
electricity an have higher carbon emissions than to half of the IRA budges, Is earmarked for
ta renawable energy by 2050 domestically produced products environmentally friendly energy production

and climate change adaptation

i INFLATION

RENEWAELE 1 00°

=Ry Dsnr=y,
s = o=
(=

s . REDUCT|ON

ACT 2022

[ Efforts are needed for the transition to ~ =fm

eco-friendly energy. uncertainties such as
Key ESG Standards Government Policy
© Strengthening ESG management disclosure
Leading ESG management by public institutions including

Ensuring energy security (amid international
ertainties such- e Russo-Ukrainian war)

(> ] DISI{Dow Jones Sustainability Indices) supporting ESG management of SMEs
€ Preventing industrial accident including establishing
MSCI assessment, K-ESG guidelines, and evaluation by the roadmap for serious disaster prevention
Korea Institute of Corporate Governance and Sustainability (> Implementing environmental management for achieving

carbon neutrality and responding to climate change

Po=i=wn 3

4 ESG Management Overview-the Importance of ESG Management O o=x2wx

Corporate Goal

@ ESG should be an essential element embedded in a company’s strategic goals, as it

represents the social value required to enhance corporate value in the future

Capital Acquisition

©) ESG has become a crucial element in corporate finance, given its emergence as a core

value among investors from various sectors

Sustainability

© Under the comprehensive concept of sustainability, ESG factors have evolved as

essential tools for risk management for the sustainable growth of the company
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2 ESG Management Overview - Purpose of ESG Disclosure O m=a=5N

(Objective 1) Providing information to investors as a publicly traded company

Key
content

Publishing sustainability management reports since 2006 and beginning
disclosure on the Korea Exchange in 2021

Sustainable
Societ Governance
Management Framework m_

ESG Strategic Framework Greenhouse gas Expansion of mutual Composition and

and Key Achievements, reduction, Energy cooperation for shared operation of sound board
ESG Governance, efficiency improvement prosperity and Job of directors, and human
Assessment result of and reduction of energy creation and sharing, rights management, risk
Double Materiality, among  consumption, among among others management strategies,
others. others among others

(Objective 2) Actively implementing government policies as a public institution

Integrated ESG Disclosure through ALIO.

Key
content
i) erazn i AL

Institution-specific ESG Greenhouse gas reduction, Safety management, Composition and
initiatives, business green procurement, social contributions, operation of Board of
strategies, environmental law human rights directors, status of
implementation systems compliance management internal audit department

3 ESG Management Overview and Key ESG Information by Category O o=r=wa

Key ESG Disclosure Standards
ooreic

© Evaluation criteria by Korea Institute of Corporate Governance [>] DlSI[Dow Jones Sustainability Indices)
and Sustainability
ESG assessments on domestic publicly listed companies, Index published by S&F Global that comprehensively evaluates
encompassing corporate governance, social responsibility, and company's economic, environmental, and social aspect
environmental management, since 2011,
© K-ESG Guidelines (Ministry of trade, industry and energy) © MSCI ESG Ratings

The ESG Management Corporate Guidelines jointly developed by

the Ministry of trade, Industry and energy and relevant Morgan Stanley Capital International {M5Cl) conducts ESG

ies in 2021 assessments based on company ESG disclosures and related risks
KO\J‘EFI'II'I'IE.‘I'It agencies in .

By reviewing domestic and international ESG standards that serve as standards, principles, and
evaluation indicators, 20 common disclosure items are identified in total.

Common items (20 items)

Environmental management, climate change mitigation, greenhouse gases, biodiversity,
Environment{8) resource circularity, environmental pollution/hazardous substances, waste reduction, and
water usage

Labor practices/workforce management, health and safety, contributions to community,

SEciRty A human capital development, supply chain management, and inclusive growth
Governance(8) Board of directors, corporate governance, ethical management, information
release/disclosure, personal data protection/information security, and human rights

e 66 °
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ESG Management Overview_Other ESG-related Information (Aligned with

O =z=or=wAN

Application of Multiple Standards to KOGAS Sustainable Management Report

The company publishes and discloses its sustainability management report by additionally
incorporating major global standards such as SASB, TCFD, UNGC, UN SDGs, in addition to the
currently applied GRI standards

© UN SDGs (UN Sustainable Development Goals)

- The shared vision of humanity created by the United Nations to achieve genuine
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ESG Management Overview_Other ESG-related Information (Aligned with

3 N hee Qo=x2wN

Example of disclosure efforts towards compliance with UN SDGs

UN SDGs(UN Sustainable Development Goals)

SUSTAINABLE  UNSDGs= Rolnl 2AFI7} 2030071%| 25 852 7 0l olfe| wEY 2He} x|7 A2, x| Alsl2H
DEVELOPMENT s =1 2lgUict KOGASS UN SDGs2H ®ALS) Cleiet AbS|E] 7hx| 208 AIRIS 1745t0] 719ie) AbeIx] seiS Cist
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4 ESG management implementation framework Qu=xr=8N

Implementing organization

ES5G management
implementation framework

] | ESG management oversight

Step 1 : Double Materiality ‘q.‘ Step2:Benchmark
L assessment J department
Environmental = ‘ Lidd
analysis >
_—
\\/ Step 3 : Setting goals and formulating strategic ESG implamantation tearm
tasks
Formulation of l R :
ESG f ) A o il ESG advisory group(external specialists)
i gt Step 4 : gathering the opinions ESG board(sub committees)
strategy 1 ESG management oversight
department, ESG implementation

[ Step 5 : Identification of implementation tasks and |
team.

development of the ES? implementation plan

Implementation task department

Korea Exchange (KRX), ALIO,

L e
I oss), kees, mscl

# Publishing a sustainability management
report annually since 2006

SESG disclosure
assessment

taibacs Step 9 : Performance analysis and feedback -—

O o=r28N

4 ESG management implementation framework-Double materiality assessment

Analysis method

(

In the evaluation of sustainable management, the application of double materiality assessment techniques is
used for environmental analysis and identification of key issues in a company's ESG areas

Double materiality assessment

IEI Internal data

Analysis of long-term

Govemment External data

Poli

Be’x:hna'k

Analysis of ESG

@ @
Analysis of the articles

) Analysis of ESG Analysis of i
for company's management issues and government policies and medium-term management issues
related to ESG management strategies

management and
operations

Analysis process(four steps)

global industry trends

Making ESG issue pool Impact assessment of Ranking of issue pool l Selection of ESG core
issue pool I issues

the ESG issue pool is ranked
Based on the derived rankings,

Through a comprehensive
review of various ESG-related
data, an E5G issue poolis
formed

An assessment of prioritization
for the ESG issue poal, taking
into account both
environmental and social impact,
as well as financial impact

into high and medium
categories, through a
priaritization assessment that
considers environmental,
social, and financial impacts

the final selection of key ESG
issues related to the company

e 468 o
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5 ESG management implementation strategy-ESG management strategic framework K\ B EE L2

Goal Contributing to the promotion and enhancement of public welfare
.. through the safe and stable supply of natural gas.

C

pl'?ilr::;:tl:; Better Energy, Better World

VISION

KOGAS, The Leader of Energy Innavation

2030 _ -
ESG
vision
ESG

Achieving clean energy for a sustainable future with KOGA

40% greenhouse gas reduction, top safety rating, and top integrity rating

target

Strategic
direction Environment Social Governance
{Keyword}
climate change mitigation measures | Safety responsibility management | ESG decision-making body |
Environmental management and brodwers ty | Strengthening public nature of natural gas | Culture of integrity |
Strategic Promotion of a circular economy and | : : I Compliance management system |
Initiative reduction of environmental pollutions Coexistence and cooperation —Lomplance management system |
Establishing a hydrogen business infrastructure| Job creation and sharing | Fair trade culture |
Environmental improvement through new | : - ] i i
e T Employee competency and inclusiveness|  Operation of the board of directors |
MSCI (@ climate change (2) natural capital (5 human capital (§ product responsibility (® Gowernance
LU (5) pollution/waste (@) environmental opportunity  (7) conflict of interest (& equal opportunity i corporate behavior
Task(52 16 tasks, including establishment of carbon- 20 tasks, including enhancement of Technology 16 tasks, including establishment of a
ask(52) neutral facilities Deve lopment Collaboration for SMEs Management System Based on ESG
(Transform)['21~°22] (Internalization)['23~'24] (Value Creation)['25~]
E Top-Down Approach to ESG Managernent Ef Bottom-up Approach to £5G Manzgement Dissemination of the Company's ESG
Implernantation |mplementatian Manzgemant Medel to Other Organizations
ESG Management Assessment and B Enhancement of E5G Management Establishing a Collaborative Framework with
Improvement Goal Setting Implemeantation System cooperative for Sustalnability Assurance
O e A 7 £

Envirenmerntal Promotion of the Establishing tha it
2 management and = sconomy and = = i hrough

biodiversity

Establishment of specializad

¥ pevelopment of climate 55 speacializad environmental [ |MmProving Construction [ Establishing a Hydrogen [ \meroving Alr Quality by
change adaptation ik St Waste Recycling Mability Network Ship Fuel Conversion
i Establishing a Hydrogen ¥ Installation of Fuel Cells
Establishment of carbon- m Systematic management of 8 % y
& Safety Compliance System Utilizing BOG at Production
neutral facilities biodiversity and forest B4 Developing ccls technology et i Facilities

conservation

o

Strengthening Climate Change o Emdronmental management
o Government Developing a scientific plan for carbon neutrality Response Framework and biodlwr:ltv
Policy and creating a resilient aquatic environment and Establizhing Climate Change Respanse (e

natural ecosystems in the face of the climate crisis Strateghés, Bullding on'Law: Carbion and System specialized In E5G, Systamatic i
Eca-Friendly Enargy -cantered Carbon- Management of Biodivarsity and Forest
Neutral Facilities, and Expanding RPN o
Rangwable Enargy Adaption -
o Economic Increasing global demands for a low-carbon and romotion of the f-lmllaro Establishing the o ﬁ;ﬁm:::n:rl?nfn
Emnironment  eco-friendly economy with the advent of the era of economy and foundation for
i tacrlsic aenvironmental pollutants hydrogen-related Developing a Hydrogen
climate crisi reduction e Safety Compliance System
. . . Enhaneing Construction Establishing & Hyd 0 Improving Air Quality by Ship
© social Growing concerns about environmental issues such Waste Recycling rates and R Fusl Convarsion, Insalling
as global warming, climate change, environmental the L rileation. of Rlecyclad Developing a Hydrogen fualca|lebthisig B0 And
Erndrormment 3 i Construction Materials, and safaty Compliance Prometing LNG Cold Energy
pollution, and fine dust matter Advancing CCUS Technology g Utilization Project
Devalopmant
— 4 b} b Y
Q= A 12

e 69 o
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ESG managem mentation strategy - strategic framework Qo=r=wn

ot i i o Strengthening employee
9 ' r - competencies and inclusiveness
Expansion of Public Investment in the —_— ‘-.) . E Nurturing specialized warkforce for

Matural Gas industry future growth industries
[ Surport for Inclusive Job Creation and & prometing and Expanding Female Executives
Job Quality Improvement

T

Safety responsibility management

Sustainable

community
E Enhancing Disaster Response Capabilties

and cooperation
E Supparting and Strengthening mw the public nature
Caollaboration for Small and Medium- of natural e
sized Enterprises (SMEs) E Expanding City Gas Distribution to
E E ling D stic Prod through Underserved Areas

= & Accessible One-Stop Service

B £nsuring safety in the dally life of the public

®

Background Business strategies
OGwernment request for a Leading Role of Public Institutions in the Qsm ponsible r ent ° Enhancing | cooperation
Policy Spread of Inclusive Growth and Support for Private Sector Creating a Safe Environment and Creating a Sustainable Mutual
Innovation-Driven Growth ing Disaster Prepared Coop ion Model through the
and Response Systems to reduce expanding Indusive Growth
Disasters and Incidents
ozconumk Transition to Stakeholder Ca
pitalisrm, Emphasizing h I
°9tﬂ anl bilc trengthening employee
Environment 5. ;.| Responsibility from profits D trni Dy ©icb creation and o

nature of natural gas sharing competencies and
Inclusiveness
Enhancing lob
Competencies through

Mitigating Energy Supply Creating Sustainable and
Disparities across regions  High-Quality Jobs Based on

o Social Increasing Soclal Demands for Corporate Soclal and Expanding Energy the Construction Industr? Employee training and
Enwironment Responsibility and Safety Welfare development, Promoting
and Expanding Female
Managers
O mrm=wa 13 d

5 ESG management implementation strategy - strategic direction 3 Govemance O z=x2=wN

Enhancing ESG Management Disclosure Oversight
E&ta blishing an Information Asset and Personal

1 1 ESG-driven Decision-making

[S#fEstablishing a Management Systern

Basad on ESG Data Protection System
Reviewing ESG Management Within 14 Establishment of a fair trade
Broi
:::clr:jstment roject Approval Transparent culture
Promotion of business ethics Governance [~ Establishing a Culture of Bullying Prevention
12 and integri Establishing Standards for Handling Bid Rigging
ﬁty Activities
B Ethical Leadership Driven by 3 &
Management I Compliance Management system

[T Establishing a Comprehensive Anti-Corruption and

Strengthening Ethical Activities : ¥
b Integrity Innovation Framework.

with the Public
= Promoting Systematic Human Rights Management

Business strategies

Background

Sovariaa ) ) © ESG Decision-Making Body ) Compliance M: Sy
poll System Imprcwemen_t to eradicate unethical beha\nor_ln Public Operations Extablishing a Compliance Management
oy Institutions, emphasis on management transparency, including System for the Promotion of Human
palicies to prevent abuse of power Operation of £5G Declslon- Rights Management and a Culture of

Making Bodies for Establishing

Legal C i
ESG Management System e el

Domestic and international credit rating agendies,

:::llm e | ivestment banks, and others evaluate a company’s value ) Promotion of © Establishing Fair ) strengthening
ronment by considering its ESG management and mora, culture of integrity trade culture Information disclosure
) and information security
Expanding Transparent Establishing an
and Trustworthy Ethical Ecosystern of Fair Enhanannltsﬁ Disclosure
o social Increased Socletal Expectations for Transparency and Management and Trade Based on and Establishing
. 5 & PR . Culture Equality and Trust Information Asset and
Environment Fairness in the Policy Decision-Making Process Faranal Data ProtBotic
Systerns

e 70 o
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£ Climate related ESG reporting - Climate related Disclosure O u=sasnN

© KOGAS discloses climate-related ESG information through the ALIO integrated
disclosure system and additionally publishes an annual sustainability management
report, which is voluntarily disclosed on the Korea Exchange.

© KOGAS Disclosure Status

Key disclosure items mj:::i‘:"::‘-ﬂ"* ALIO disclosure o i:ia:‘r;a'iﬂ:;y -
1 Greenhouse Gas Emissions v v v
2 Energy Consumption v v
3 Waste Disposal Volume v v
4 Water Usage ' v
5 Environmental Law and Reug_\.JIatiorl Viclations ‘/ v
2] Greenhouse Gas Reduction Targets v
7 Carban Neutrality Implementation Plan v
B8 Climate Change Response Organization v
a Climate Change Risk Management v
i0 Climate Change Response Strategy v
11 Renewable Energy Installation Status v
12 Greenhouse Gas Emission Reduction activities v
13 Air pallutant emission valume v
14 Water pollutant emission volume v
15 Waste recycling volume 4
16 Biod ivélj;itv assessment status v
17 Eco-friendly pracurement status '
e 15
£ Climate-Related ESG Reporting - KOGAS Carbon Neutrality Initiative Plan O =z=or28AN

© KOGAS actively participates in national efforts for climate change mitigation and
carbon neutrality, proactively responding to greenhouse gas reduction and the
transition to an eco-friendly society to secure ongoing corporate competitiveness

Social
contribution

Regulatory
compliance

Establishment of emission rights Effective compliance with emissions Mational greenhouse gas reduction
revenue model trading system contribution
* Overseas : GTP project * Securing flexibility in erissions trading ® Implementation of greenhouse gas
* Domestic : Cooling and heating reduction efforts aligned with the
project national NDC

(40% reduction compared to 2018)

r———— S ——

* Carbon neutrality * Carbon-neutral, eco-friendly energy ‘Supporting global climate change
—> key ESG management for consumers response
* Customer energy welfare and
benefit sharing

e 71 o
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£ Climate-Related ESG Reporting - «

ESG Advisory

Group  .dvice

Operational Committee

Change/Energy Committee

© 0 00

and environmental matters

Board of Directors i

reportT lﬂeviewfconsultatlon
ESG Mln.gema'n.t Committee

reportT i Review/consultation

Climate change/Energy committee

Operational Committee

e | mplemen

O a=xrz2sN

ESG Committee

headquarters/departments

in charge of the facility

Operational committee : Discussions on operation of climate change response and energy management

Climate change/energy committee : Review and consultation of climate change issues reported by the
ESG Management committee : Consultation of key climate change response issues reparted by the Climate

ESG committee : Advice and consultation of mid-to-long-term management strategies for climate change

17

£ Climate-Related ESG Reporting - cimate change risk management and reponse § ' R EEEE- Y

© Climate Change Risk Management Process

Research risk
Analysis of Requirements from Key
Stakeholders (UNFCCC, IPCC, IEA, FSB,|
ete.), Data Collection through
Brainstorming, workshop, SWOT
analysis and interview with
specialists

Enhanced Regulation of Fossil
Fuels, Consumer Preferences,
Introduction of New Technologies/
New Business Ventures, Expansion

Identify risk Evaluate risk

of Hydrogen Initiatives,

Materiality assessment and

| Climate Change Adaptation
!Measures, Assessment of the
| Potential Scale and Scope of
Risks, Priority Determination

Strengthened Emission Trading
Schemes, Extreme Climate and
Weather Events

© Climate Change Response Strategy

Manage risk
Each department performs
risk management tasks for
| identified and assessed risks,
while the central department
supports and reports

Materiality assessment
Fossil Fuels

Change

Risic/opportunity
* Enhanced Regulation of

* Consumer Preference

Financial impact

|+ Rising Fossil Fuel Prices, Increased Revenue from New
Business
* Reduced Uncertainty in Low-Carbon Technology
Investments

Response strategies

ding new |

including GTF praject

s improving LNG carbon intensity

' Intreducing new technology
and business

* Reducing financial stability by developing new
technology and business
* Reducing exposure to fossil fuel price hikes

- Securing technologies for new business

=
e
e

ey

* Extremne climate and
weather svents

* Strengthening emissions
trading systems

* Inclusion in paid allocation during the third planning
pericd and an expected increase in proportion of paid
allocation

| * Increased financial burden when purchasing external
natural gas
* Increased operating costs due to equipment breakdown
and weakened supply pipelines

- Improved energy efficiency and saving
energy

- Dbtaining emissions rights through
external reduction projects

- Drevelopment of "climate change
adaptation measures' applying RCP 8.5
scenario

18

o 72 o




The 4™ KIPF Public Sector Accrual Accounting International Symposium

£ Climate-Related ESG Reporting - KOGAS GHG emission& saving energy X' EEEEE- MY

© GHG emission reduction

3> SHG eiticuon reduction 2. GHG emission reduction though new business
in facilities
Repisxing m LNG 7,500} Securing new
et poner Launch bunker barge| | TSNS )
Msmsks TR iy &
: ]

tons M
Usage of eco- 3&@:1 &
fiiendly ereray operatiors

(2022) Supplied to 15,236 tons of LNG to

© |Improvement in energy efficiency and consumption reduction

1. Project for improving energy 2 A Promeotion and implementation
: i Engg 2. City gas demand reduction program 3. of
efficiency(EERS) energy saving culture
Insulation of low-income housing, window
Cashback program for gas usage reduction . .
and door installation, project for providing B : prog! 3 B & ¥ Implementation of an energy-saving
high-efficiency heating system + - Target: City gas tariff scheme users culture promotion campaign
£ ;%’?;;‘:':E:;I:m MWh energy ¥ Incentive program for achieving 15% enersy
BT » . savings [ Company-wide effort to achieve 10%
B |“d"|‘5“"a' High-Efficiency Boiler - Target: Energy-intensive businesses energy savings
P
Ren aceme‘nt Su;:por‘t TEIEm = * Approximately 23,000 households and 759
* Annudl eavinge et 20C o s In = industrial facilities participating in a reduction of
SHENBY RS 87,000 tons of demand

Climate-Related ESG Reporting _ KOGAS environmentally pollutant emission and Ou=7n2wn

E environmental impact minimization

© Enhanced management of environmental pollutant emissions

™ Air pollutant management B4 Chemical substance management
Enhanced
management of
environmental
[¥ Water pollutant pollriants 2 M Waste management

management

© Minimization of environmental impact

1 Development of water self-sufficiency systern : Utilization of discarded water
resources on water-scarce leju Island 2. Others

[ Development of eco-friendly LNG

'I |i + storage tank insulation material

HF ING 71X 71217]
)

¥ Implementation of education and
VTR S » f54 Mo » AN 22 campaigns for zero waste
ERSYFYDEL HatEE REAY 7= g5 w370 oS &/ LRI BE
719 00 44 e T P L WEEE R ] HE aHS s REE NS

e 73 o



43| KIPF 270l &

A =HYEXY

£ Climate-Related ESG Reporting _ Biodiversity and ecosystem conservationf ) EEEFTEL-2Y

© Biodiversity conservation

2. Efforts to prevent biodiversity
degradation
E Enviror tal and yste
impact during project
implementation

1. Biodiversity conservation activities

B "International conservation project for
endangered species (e.g., spoon-billed
sandpiper)

= Habitat improvement, promotien, and education inftiatives

[+ assessment and monitoring during

‘ ["22} Breeding 250 palrs, predation rate 16% sty

operation

> {23} 280 pairs, 0%

© Forest conservation

1. Conducting environmental and

dlcifire impuct i 2. Forest conservation activities

M Wildfire impact assessment for

gas facilities

™ KOGAS wildfire disaster

response system

Declaration of KOGAS forest
preservation policy

i Implementation of the Daegu
Carbon-neutral city forest
creation project
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ADDBII[IX [EI'Mronmeﬂtal data] O a=xrz=sN

KOGAS GHG Emission Hems Unit 2020 2021 | 2022
Natural Gas Sales Volume thousand tons 32,367 36914 38,397
Emission
Total Greenhouse Gas Amount 1002 596262 687,667 752,041
Emissions{Scope 1+2) t00;.,
wan fthousand tons 18391 18629 19.586
. o Ermission
Direct Emission{Scope 1) Ainaime 000 206,510 279,215 324,820
. . Ermissian
Indirect Emission(Scope 2} AL 0050 388752 408452 427,221
Other Indirect Emission{Scope 3)* inr:;ﬂ:: t005eg 102,469,800 117,254,384 121,863,755
Energy Usage Items Unit 2019 2020 2021 2022
_ Natural Gas Sales Volume thousand tons 33,597 32,357 316,914 38,397
Consumption TI 12,775 11,384 13,254 14,503
Total E C i
n Enarmy Comynption won  [Mfthousand 0380 0.352 0359 0.378
Direct Energy(Fuel consumption) T 44826 3,357 4,686 5,561
Indirect Energy (electricity consumption) [ 7,349 8,033 8,523 8,871
~Steam consumption” m - - & %
tems Unit 2019 2020 2021 2022
Total non-renewable energy c pti MWh 2,192,650 1,777,673 2,203,777 2,490,861
o Py
nan frele ptlen Mwh 1,366,395 930,820 | 1,301,740 | 1,544,920
_{Purchased or consumed for energy purposes)
Mon-renewable purchased electricity MWh 811,414 830,706 887,773 924,057
Steam/heating, cooling, and other energy MWh 12,841 16,147 14,264 21,884
purchases
Total bl EY fonl) MWh 2,699 3,189 3,201 3,970
. Hundred
Total energy consumption cost Million won 1,538 1,347 1.512 1,538

Qean~su 23 FEEE A ERE

Anmndx [EI'IVlronmemal data] O o=or2=wN

Water usage Itam Unit 2019 2020 2021 2022
Total Water Usage®) Thousand | 1,392,986 | 1,568,931 | 1,769,849 | 1863085
Seawater Thousand m'| 1,392,325 | 1,568,327 | 1,769,101 1,862,338
Water Supply n’ 544,245 589,917 732,893 736,537
Others(surface water, ground water) m 17,355 14,556 14,535 11,026
Chemical Usage item [ unit | zoas | 2020 | 2001 | 2022
Chemical Usage® | ton | 34,248 | 2,091 | 1,906 | 1,808
Envirenmental law and Item Unit 2019 2020 2021 | 2022
Regulation violations Legal obligation/reqgulatory viclation quantity 0 Q o 0
Fine amount won o [¢] o| a
Status of waste tom Cuni | 2019 2020 | 2021 | 2022
Natural Gas Sales Volume lhn'::?:d t 33,597 32,367 36914 38,397
| General | ton | 4575 | 10878 1829 | 1,336
I ke | ton | 289 98 18 | 4,092
B 3 | Construction | ton | 129,366 | T7A32 | 123838 46,731
y type Emission
o it | ten | 134230 88108 125785 52159
ton/thous |
| Wen | snd i | 399 272 | 341 | 1.36
recycling/reuse | ten 70811 33408 98719 | 43932
By treatment  yyaqte | ton | §3419 54700 27066 | 8,227
| Landfill ton | ] G| i :
Q= = A 24 £
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Air and Water quality ftom [ umt | 2019 2020 | 2021
Hptirl Gk Seldnyahume — [ [thatisand e | 33557 | 32,367 | 26814 |
B e | kg | 192398 | 148880 198868 | 227152
won | kgfthousand tons | 573 | 460 | 539 | 592
Emission
Alrpollution?!  SO0x ! Amount | k9 | a8 743 | 1O6Z | 1319
won kgfthouzand tons | 004 | .oz | 002 | Q.03
Emi
i | st | kg | 3729 2,229 | 3187 | 3,956
| won | keyfthousand tons | 011 | o7 | 009 | Q10
BOD pem 8.2 10,5 96 4.2
55 2l 5.9 2.0 o.8 36
Individual | [ I I I I
N 7
wastewater | | | Laal | 130 149 | 55.3 | A7.1
treatrment | TP | PEM | 2,4_ 2.1 | 71| 5.3
W ater poliution Taclilty celiform Emision
bacterla conCEmtration | quantity/ml 7.3 64.6 62 5
count
wastewater  “°7 | | BET I 36 | | - -
discharge = TOC ppm - 9.2 39 24
facility ) 55 PRM 1.2 7.1 19 26
Biodiversity Asse i) _— Item | Mumber of facllities | Area(Hectares)
(Cumulated s of the end Total number of facilities and area | 15| 793
of 2022) {Evaluation) Facilities that have conducted a biodiversity impact assessment on

5 505

their operational activities
(Exposure] Facilities with significant impact on biodiversity amang facilities

assassed 5 505
Item Unit 2019 2020 2021 2022
Eco-friendly procurement Eco-friondly procurement?! Theusand . | 6862483 | 1,204,515
(Green procurement) L won E
_ Percentage of Eco-friendly procurement'! L% - 49 20
Persn=gu E ME| 4R EC

Almndx [EIerOI'ImBrItaI data] O o=or2=wN

© Calculation methods for major carbon emission

v (Scopel) @ Emission quantity + & Discharge quantity
@ Emission quantity = Fuel consumption x National emission factor or IPCC emission factor
@ Discharge quantity = Natural gas supply volume & storage volume x National emission factor

- Discharge emission : Leakage in the processing, transmission, storage, distribution of natural gas, as well as leaks and
venting in storage and supply systems

v" (Scope2) External electricity or heat consumption x Electricity or heat emission factor

v (Scope3) Emission source-specific activity data x Applied emission factor

Major emission

Activity data Applied emission factors
sources
Purchased products and LN import volume IPCC Guidelines
services Water usage AL T HF A+
Capital goods Cornputer and moniter purchase guantity EEAMEET HEH
Upstr: tra rtati
ps ean:l d FSW o LMNG maritime transportation distance & ST
BRHeRvEry s o R R R2HCHEA S
Waste Waste landfill, incineration, and recycling quantity
business travel Domestic and international business travel distance GHG protocel
Commute Commute distance for all employees AL HEt-H s Ml Fto| =22l
(Eit\,r gas sales, Sales volurme of gas for power generation and city gas, Performance in \PCC Guidelines
investments resource development through Investments

O = wa )
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The Korea Gas Corporation (KOGAS) will continue to strive to meet the expectations of

its stakeholders through relentless innovation and the realization of social values.
We will do our best to achieve our ESG management vision, "Clean Energy for a

Sustainable Future," in the future as well
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ESG Disclosures of Korea District Heating Corporation

SIRX|HHUIAL ESG HESA| AHHLE

Ki Jong Jeong Department Manager, Planning Team (Korea District Heating Corporation)

HI|E S2R|LBA 7|28 s
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ESG Disclosures of Korea District Heating Corporation

Planning department, Planning Office
Department Manager, Ki Jong Jeong
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Introduction of KDHC

Integrated Energy Business
Major Business and Facility

£ prETCRAL

MRerHne
s UysEaD

Major Business of KDHC

KDHC was established in accordance with Article 29 of the Integrated Energy
Supply Acts to promote energy savings and enhance national welfare through
the efficient supply of Integrated energy

President Yong Ki Jeong

Legal Foundaticn s ‘2 2 > =y J
St estahlishri Gt Integrated Energy Supply Act Articlel, 29 : £ i ” % ¥
g 4 AONTE

Dista of November 17,1985 L Vot

Establishment —
B District Heating
‘Business

T
PEN

Head office 368 Bundang—ro, Bundang—gu, Seongnam-si,

Location Gyeonggi—do ‘,,%f
Integrated Energy Business ‘.:"" 4
Major Business (District Cooling and Heating, Electricity), 3 w? .
Renewable Energy Business . S, 5
. W T " /
Organization and  Vice President, 4 Divisions, 14 Office, 19 branches L =1 AL

number of people 2 065 employess

Asset - 7 trillion 4,781 hundred million won

Financial Status  Sales : 4 trillion 1,730 hundred million won
(December in 2022)

£ m=ETegYR A
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Introduction of Community Energy Business

and elec

1 from large ne roduction facilities such as comblned heat and
HP) generatlon plants peak—load boilers, and renewable energy facilities

Conceptunl Map of Integrated Energy — [
% =
N (_/' . (5)
® . v, Transport facilities § é % ‘\:,/ 9
’ @ S am,-lmmwm the generated % ? ; b ::?\\_\ oy
~— P Fo s N7 N
% Pl Sale energy taclities al use @ %
double theema tubes foe superior n - ——
:f?wlalm WUL‘;‘JI‘&!C slate-ol-the-art e ﬁ/ \\ o
survellance systers e %%I %
% \\ L
L P

ies P 1 2 )i | Customers
CHP (Combined Heat and Power) plant B2 8 (Korea Power Exchange)
Faciity Ihat produces both heat and - - gﬁ;m eheatricity produsced o
ottty KPY
8 Peak load boilers Customsr
Badier that procluces heat lor disirict haating mcm_-zswnlyu'ma'. produced
'@ Renewabile enargy tacility

o cuskomens ([apartrment and
Facility that generates heai and efeciricity

by utitzing unused energy such as
incneration heat. solar heat, landfil gas.

fuel pelis. etc, of & resource recovery faciity

busnessfcammancial buldngs,
PUDEC MSOILTONS, #1C.)

£ o=TIGCYRA
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Community Energy Benefits

power (CHP) Tau[lfnﬁ* for dlstrlct heating provide

y approximately 3 er than that of
conventlonal power generatlon facmtles

Impact of Integrated Energy

Atmospheric Environment Enhancement by District Heating
Compared toindividual heating melhods district heating
General power u Cre systemsachieve a reduction of / 70% in
generation at 5 generation at
gt air pollutants and over 55%in gre SSioNs
49.9:, 30.8 80.7+«
8,944 tons 23622 million tons
Air poliutant | Greenhouse gas
1% § 55% 8
(o] (o]
- Fuel energy (100%) 2,616 tons 10.684 million tons
W Electricity
W Heat t.-s
W Loss w L 155
2 15
o Individual Diistrict Individual District
[based on F-class CHP) heating heating heating heating

£ vi=TieCHRAL
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Major Facility Status

. : 1
ensure sia and cost—effective ] oply Addltlonally

efficienc by oonnectlng i3 substatlonstrom Paju to Pyeongtaekthrough a network

Facility Status $EUDA PLEUY O BRI — Weed
/ Y >

Combined heatand - Electricity : 2,424MW
powser generation - Heat : 2,083Gcal/h

Heat production - Total : 4,406Gcal/h
facility - Heat storage : 31Unit(2,633Gcal/h)

Heat Transmission Pipeline Network Status

Total Length 2,426km X 2 row (2022.12.31.)
- 13 branches/offices locatedin the
metropolitan area from Paju to Pysongtask o

- 6 branches/dffices located in the provinces,
including Cheongju, Daegu, and Sejong

Featurs

a 7y

Paju Goyang Samsong Joongang Gangnam Pangyo Bundang Yongln Suwon Gwanggyo Hwasung Dongtan Pyeongtask

£ o=TIG YR
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Major Eco—friendly Facility

We are reducmg alr pollutants through the establlshment and operatlon of

Continuous Monitoring - v | - US(Carbon Capture,
System for Measuring Air ' ization, and Storage)
Pollutant Concentrations with
Automatic Sensors and
Transmitting Emission Data to
Environmental Control Center

Technology for Capturingand

Liquefying COZ Emissions in

Power Generation Processes
to Enhance Carbon
Reduction Utilization

£ vi=TieCHRAL
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Establishment of ESG Management Framework

ESG Management Strategies
ESG Management Implementation Organization

£ prETCRAL
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Establishment of ESG Management Framework

Global ESG Management Continues to Expand... The Korea District Heating Corporation ?

-0

Domestic and International
Erwvironmental Changes

SMEH=ESGEY mew

SALE T ESG &% SEUYx| ESG RS SH 3 O|AHE| L &2
ESG X P2IC) AFda ofatolct A8 +=Elsln 2kt ESG FIREP 2UCH

("] 63

89 94
54 78
2021 20224 2021 20220 20211 2022t 20214
ESG 21743 S84 2% 20074 ESGAIR 9 9170 a0 TRE 8K 00

LSRR SAIAHBELRTH) 9 SIS Y AR B

7]  eezseszsoee o

RIBHZ K R M|~ THE(7096) 3% A TS 3 Mo~ THE 8%

49 K12 Atg] 7104(70%) 4% 7|eeH63%)
20211 2022 IHALSL i (62%) 5%l Keh2E S Z8H62%)

=3 s=AH

£ m=ETEgYRA
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Domestic and International Environmental Changes

and Governance aspects to achieve sustair

710 ge| #5830 WA=
A BUE, SEOA SN AW 27e CSR
M2 My ARSI 713 2 Corporate Social

Responsibility

csv
Creating Shared Value

ABI2 T4 B BB n
SAlol ZHA $012 251 8124743 44,
1% S R e e

ESG

Environment, Social, Governance

71 RN A&7HSHE Y| St
83, A2, 272 201040}
HIZP2 434S ol0ig

MRerHne
s UysEaD

Linkage between KDHC's business activities and ESG

development and construction of integrated energy, production and Dpera‘rron tr'anaport’-‘ﬂun and distribution)

are centered on the environment
vities are focused on the s

Development and construction  Production and managsment “+ransportationand dtstnbutlon
of integrated energy / of integrated energy / of mte_gra!sadenergy /

e e

Core N S G | NEN S ¢ | EN e G|
Activities Develogl-rlr;?:: :: future I PRy e | Dist'ib;::;:irll-l ::;:l sales l
E | S | G | EN| s | G | E [ S I G |

Supply facility construction l

E SN _G |

Establishing Managerment Systern, Organizational Culture, Human Right, Ethics, Integrity, Ant-Corruption

Supporting

Activities e | s |HCH

£ vi=TieCHRAL
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Establishment of ESG Management Framework

Global ESG Management Continues to Expand... The Korea District Heating Corporation?

Establishment of ESG
Management Framework

r--—--—-------——---—_-__-_—--__-_-___-_--'l
I As a public institution and a publicly listed company, we need to address the I
' demands of various stakeholders, including the governmentand the capital markat '

am 2w

4 4. #2A8 wrz eI we
WEAR FRAMD AW Ry

ESG HE 3| JI0|HA IRy - X8 - SRTHEY HHghE S Jje) ZuE [ N 2 ot O % grden gnese 8 i A4 ¥y
ESG QI BE ol ESG QI3 M Wer | e

T EG AP T W8 09 6 2yad
A8 WY 42D A 23 AN 4A

fREARM BREAA B am Wy Agahrnsn
an oy waws e wE AN 2 L EEAREY
(R TR er.-rt

PR T 00 R U BN D B -

2021. 8. 26. 202, 12 27. O 48 1Y SR GEE G § 9RL NET AR ¥
G aEE M2 EE 6% TEEAA HRUAW TG el
UM Seuad w AMAED S D R Seasa
AR AN BE TESEGIS

D EAAA WO AW AL WG SUM Ay ¥4

187 wea U 8 AGR FUERAAE AEE @
TERaAn w4
s S

30 - emoe aw =
T Me nEed W

KR)‘("'?_'T-H-‘Gi aA R A &% BA RN FE @ ::u‘a; n'u&#ll:l!ie nuw-rvﬂn-

WA WA A R A H AR T
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Establishment of ESG Management Strategies

To achieve the vision of being an ESG leader for the environment and people

Zs

we have established 3 strategic directions, 12 strategic objectives, and 6 core KPls

Visgion

ESG leader towards the enviranment and people by
Slogan t: | — —— Our Enargy, Save Green Value
Eamed grade A in COP Created 35,000 curmulative jobs Comprehenshve integrity grada 1
Reduced emissions by 4.1% based on emission infensity Safety Management Grade 1 Scored a 92 from public communication index
3 Syralegic agends Governance
To Eallze a ﬁw and Incm
'?..Slf"'-‘!.i'c tashs 01 Advance the enviecnmental managemant systerm Driwa inciusive growth with sustainable jobs Striengthen axpartise and ansparency in povarnance
- Eﬁmx:f:ﬁ::ie:l-?::gcgas and air quality 10 feduca 06 :‘Ir::—r:n & sale And inchisive workplaca with respact for TG B e e GE W s S TS

Creals #) €CosysIom of Co-prosponty Dased on

- i tabhish i f 5
03 Convert 10 oo Hisndty, mnewatile o gy O ey N Establish an ESG managerment system
Promote communication and disclbosune of matenal
04 Enhance efficsancy wa energyiesounee control OB Create a sale scciely by mepending in advance 1 e
ESG action system Pariormance Managemant by P-D-C-A Cycle
PLAN oo CHECK ACTION
Sat up a fve-year Sirategy syslem and | | Puarlorm ESG taeks by division 1 Parlammance check wice a yoa | [ £=5 Assssment and Perormance
mich ¥ long lenm oadmag Manage tasks by linking them with {Reporing 1o the BOD once a year) Measuremen Publish the ESG repor (yearly)
Davvisa annual action plans {yaasly) business plans

£ vi=TieCHRAL
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Mid—-term to long—term Roadmap for ESG Management

ition has /eloped a medium to long—term
. ent strategies, systematically organizing the
conten’[ for each sector in order to drive ESG initiatives

Mid—term to long—term roadmap
for ESG Management

Establishment phase(~'26) |

Stabilization of ESG Managementand
Expansion of ESG Management

Embedding ESG Managementand
Expanding ESG Managementto

ReitppnSompanios, ~ Enhancingthe Leadership

of ESG institution

E;tabllshlng an ESG Management
Foundation and Enhancing ESG
Awarenessamong Employees and
Partner Companies

£ pr=TCRAL
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Establishment of ESG Management Framework

Global ESG Management Continues to Expand... The Korea District Heating Corporation?

Enhancing ESG
Implementation Capabilities

2l 718 E== 28 ESG 2AME| S HX| ARl
ESGO Ch2t o|Arzle] 244 S7t
20174 ABSE] 71 CSR HER SO HLiAHEE 43 =
-~ AR HEISE WEE E5G 28 AHNONA Al B CEO Zid Aib7Hs RIAzUsE
25 WAHE 210 PPN, oY, A B T HE WES7 A
Ha&disy &3
=B84 33 AT ARME ESG HHE| M4 7K wel A
~RILHE, CSR, DAJIAL SF7HAL AIITE 8§ HON T AN 2 1 yeiu 4 /0
OlAtE] Tt ol EEEEN u
EETH -1 28 08 U SRATHNNE TSk TTHUE HE HEY : : : : : : : : : :
ER -5 G 2 79 00 BEME A 2Ess A8 IR ﬂ sEnEEE EEEEE
—OJAf8] 43} 71E HHLEAHRHS WER ESG HNY 201 45 gr; ,J) MEEEE ENEEN
~BlA PTG, B WA B MU ESC NN B MG 4 . 110ﬁi-nl- EEEEE
~AILHOLA} 122 AFZIOIA} MHO| HOIES 7 EEEEE I
—B4 2 OLAE M5 ESCHRE @Y TIRAPIOE A8 By o AN o : : : : : : :: : :
—E4 28 Y DBABTHOCOIER THE HAHHOUT S
O sz aimz A 28 5 Aol BY 2020 2020
~RGZECIE GS OIAIY A5 ESGHESITH AIHI8 XX
-3 O 18 ESC Y 44| ESG 2Hls 5oz ESG 2H/0f CHEt lALe]
PR RS AIIAE TH--H AR B OfF o
0 oF: JEt= 20 o
PR BITE MO TS T8 HDXAI S HHUMATHCS0)R § ESC MR AR LY IAfS] etioll ZetElct, 838 kst 20l 332
ETIN -1 14 2t A9 olAbsiod £5G R 42, 0)% 23 DRMA 28 AR Lk 2449171 clojo} Sict
=5 :HL|EGo| 2 gmED
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ESG Management Implementation Organization

To internalize and efficiently manage ESG management, a new ESG commiittee
established within the board of directors, signifying the company's proactive

commitment to ESG management

ESG Committee | ESG specialized organization and Council

Board of
Directors

|
—

“Planning Office M8

Eanmngdepartment

Including ESG Management Strategies,

Performance, and Operation tus hment of Long-term ESG Management Strategy

and Objectives across the Organization
— Development of : G Management Plansand
G Assessment

hatwere previously reviewed in
ees have been elevated

Committee is delegated with sole decision-making

nel nie toral ope
uthority on agenda items, there

focused on response to ESG Issu
publication, assessment response)

B vi=xigC AL
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Sustainability Reporting

Publishing Sustainability Management Report
|dentifying Double Materiality Issues

£ m=ETEgYR A
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Sustainability Management Disclosure
Sustainability Management Report(2007~2012)

-0

Sustainability
Management Report

Sustainability Management Report

= |nitial publication in 2007
(reporting year : 2006)

_— _— — = Reporting Framework : GRI G3, BSR,
15026000

=  Publishing schedule : Annual & Biannual

2010 2011~2012

£ prETCRAL
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Sustainability Management Disclosure

UN Global Compact Communication on Progress Report(2013~2016)

UNGC COP Report

UNGC COP Report

. = COP Reportby joined in UNGC
e oo s g replaced sustainability management
report

O ..... A O momeis SN

= Title : Sustainability management
report — COP Report

2016 2015 2013-2014 * Reporting Framework : UNGC COP

=  Publishing schedule : Annual
publication after first publication

£ m=ETEgYRA
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Sustainability Management Disclosure
Corporate Social Responsibility Report(2017~2019)

Corporate Social
Responsibility Report

Corporate Social Responsibility Report

* |n accordance with the national

HAPPY ' govemance principles, enhancing public
WITH accountability and externally disclosing
b % achievements in achieving social values

R

= Title : COP Report — Corporate Social
Responsibility Report

» Reporting Framework : GRI Standards

2018~2019 2017 Core Option

=  Publishing schedule : Annual & Biannual

£ or=TIeYRA
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s UysEaD

Sustainability Management Disclosure

ESG Report(2020~2022)

ESG Report

ESG Report

= Change the title to ESG Report

= Title : Corporate Social Responsibility
Report — ESG Report

= Reporting Framework : GRI Standards
Core Option & GRI Standamds 2021

=  Publishing schedule : Annual publication

£ m=ETEgYRA
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Identification of Double Materiality Issues

d ¢ nded the existi g ,_v_vhich had beez;l .prir;"larily ;‘ociised

on risk management, to encompass key issues, taking into account external stakeholders

Assessment Process of Double Matenality

JJ Formation of ESG lssue Posol Emsumm-mﬁm Helsot Top 10 Sigailoant
8 ESG lssues
G pool of &1 bused oa the + Review of standordy - ang + Gompechonsive cvduation conducted
analysis of internolional stundards and ESG cwdlualion Incorporation of infernational standard Indicalons such as evabsation egencies o asperts wnd
AUty anays of wnslur indesly ends, 15026000, GR2 Stancans, K-E5G + Anatysis of giobal ESG ratng indicaors such as MSC), IEpoact ixs well i I Bnancial Fapact,
anabysis of rolovant crganizations, and medi anshyss LML and recommandations such as SASE and TOFD inchiding posithe amd
* Moda analyss § ANaZIng & 10l 8655 arntickes ralated 1o 0B um U by e basis
afneecnrmantal, socil, and seonomic pesarmancn, 45 woll &5 Gathoring opinkons from intemal and odernal stelcholdors:
ESG msuss {Analysis paniod | Jan. 1, 2082 - Ape 7. 2023 ) +ESG ssue analysis and impact (sockd. environmental. and * Sckoction of the lop 10 signiicunt ESG

Enancial) surveys such as ey L ERyees, Parines Issues bused on the resulls
COMMUNitDS, And e pUBIc « CORMCT INMIFVW OOINONS
(Peniod: May 15, 2023 - May 29, 20053)

Assessment Framework of Double Matenality

STEP1 Meaning Evalumtion criteria 15020000 relevance svaluation crivria
Relevancs Evaluation of vanous ssues rekated 1o « Felevance assessmani based on fve process analyss resuils 1S0E0000
elailiog KOHC - Salochion of olevant Beues a1 moet Epeciic crterla 2 1 sesul of analysls [Trond] Impact on the onganizason

fimpact] impact on stakehoidens ana sustanabis davalopment

STEP 2 Meaning Evaluation criteria 5026000 rolevance svaluation criteria
Signeicance Evalualion of the importance of the * QUSMIAtvG Svaksaton of relevant Buss by Srganizing questionnaines on a S-poit 15020000 Feovicw Gl
evarlantion relevant issue to the KBHC and cala « Stakeholdor inlarest, Social = Probablity, Savority, Opportuniy Crisks
e, « Rank 1ha respondonts by obtaining tha average value CAPICIAIONG Factons, Longrtarm Perlormance
= [ty ] SAGRERCanc 10 slakenokiors = Dagrea of impact, Potantial + Fanancial Fnphcations. Srategios
+ [Matariadey] Significance to KDHC elocts Impact on compelilive advantags

£ o=TIGYRA

Assessment Result of Materiality G4/ Standards2027

| Doubier
L]
I
1
1
I
1
o i I
B e M S 1
2018-20194 2020-20214 :
- i Strangthaning Roles of board of directors and | Strangthening Anti—-Carruption and Ethical
— fnproted iy oz leadarship 1 Managamsnt
2 Raducton of Wark-Rslated Accidents and Expanding eco—frandly gnd Optimal Resource Allocation grnd Operations 1o
Incidence Rate of Digastars fow emission busingss Cost Competitienass Enhancormamnt
3 Complignca with Ethical Codesand Reduction Tha Importance of Ethics and Intagrity in Reduction of Carbon Ermissions through
of Anti-Carruption Issuss Business Improved Enengy Efficency
Creation of Quslity Jobs and Cultivation of Operation of an Eco—Frisndy . o
n Outstanding Talant Int, B i Implameantstion ofa Safs Workplace
n Energy Usage Raduction Fostaring Organizstional Culture for Em ployees= Financisl Soundnass
e fhasa " Enhgncad Envionmeartal Risk Menagerment for Minimizgtion of Polutert Emissions from
n Discrimination—Fres Warkplace Climate C o e
[ s 7 s
- Enhanced Stiskeholdsr Communication ESG Intagratian in the Supply Chain ] Establlshmenmfaszgzil\er CRSishesponsa
L]
Strengthened Anti—Corruption Education for GollaboativeL shor Rolations Contribution to ESG Carban Neutrality through |
Employass L ow—arban Cortification for Haat Enargy, atc
Cantributs to Local Community Employment Enmfnwaﬂrwf?aglﬁm Eifarsaiantol Sotom MonogomeiaSisian
and Income Enhancamsant Complianes
Expansion of Infrastructurs Invastment and Incraased Customsrinformation Sacurity s 2
rigthaning ESG Enaronmertal Mangagamearn,
n Sarvicas for Public Bansfit Damands o = 8 !‘i
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Methods of identifying major ESG issues

Financial(Single) Materiality vs Double Materiality

Financial Materiality Double Materiality

RS RS

.......

- - = > \

/ St
Empowering
Sustainable
Decisions

B vi=xige AL
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ESG Disclosure Channel

Multiple Channels of ESG Disclosure

£ m=ETEgYR A
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ESG Disclosure Channel

Status of Major ESG Disclosure Channel

2 o e o —— Mandatory Disclosure of ESG
ALIO & o i Management Status
e integrated
Disclosure
e ey Voluntary Participation in
DARTWYW sustainability management report
N o o Manda?tory Disclqsure of Major
$ G bvartia Environmental information
Envionmental
Disclosure o i )
q:‘ Voluntary Participation in
CDP Climate Disclosure
DISCLOSURE INSIGHT ACTION

£ prETCRAL
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Multiple ESG Disclosure Channels — Public Institutions

ALIO(AIll Public Information In—One)

-0

ALIO

wenm

[ErE LT

A system for disclosing key management information to the

public to enhance transparency and oversight of public agencies

"TACT on the Management of Public Institutions
Article 12(Consolidated Publication)

Legal basis

Distinguished betwesen regular disclosure and ad
hoc disclosure based on disclosurs items
* ESG management status disclosure(fourth quarter)

Disclosure

Reporting entity

Management Disclosure Department
(Management Division, Management Office)

Organization Management, ESG Management,
Business Performance, Matters related to internal
and external evaluations

£ mETECYRA

Major Content

« 94 o




The 4™ KIPF Public Sector Accrual Accounting International Symposium

LT
s Uz

Multiple ESG Disclosure Channels — Listed Companies

DART(Financial Supervisory Service electronic disclosure system)

DARTS m xcwas

S [FUHOET TanBR R EEE, o0 -EnE

| == asuue (eanas
Habsddnad B BENT RS

[EFIN T

ERERANEY

Disclosure of matters that may have a significant impact on
investment decisions beyond key management issues or
that are deemed necessary to inform investors

: "Stock Exchange Disclosure Regulations |
Legal basis

Reporting sntity

Article 28 (Voluntary disclosure in other major issues)

No specific deadline (voluntary)

Corporate Disclosure Department

(Finance Department, Capital and IR Division)

Major Content

Sustainability Management Report(ESG Report)

£ prETCRAL

MRerHne
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Multiple ESG Disclosure Channels — Environmental Law

Environment Information System

L) _

CooDoooDaooo

CooooEUoDooDoD

Environment
Information System

Enhancing corporate voluntary commitment to environmental
management, fostering active communication with the public, and
establishing a comprehensive societal environmental management
framework alld sell —raau]e ad snvironmental ma"l:cema"lt Sy’& tem

"Environmental Technology and Environmental Industry,
Article 16-8
(Preparation and Disclosure of Environmental Information)

Each year, the environmental infomation for the previous yearis
registered in the Envicnmental Information Disdosure Verification
System by June, undergoes the verfication process by the technical
institute, and is disclosed to the general public in December

Legal basis

Disclosurs
scheduls

. ——— Environmental Disclosure Depariment
LERRERA  (iogmtod Operstions Depertment, Envionmentsl Venagemest Divisor)
Environmental Management System, Resource and Enengy
Conservation, Environmental Pdliutant Emission Reduction Goals
and Performance, etc

Major Content

£ m=ETegYR A
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Multiple ESG Disclosure Channels — Voluntary Disclosure

CDP(Carbon Disclosure Project)

CDP

Since our listing on the stock market in 2011, we have
S continuously participated and received the 'Carbon Management
Sector Honors' award in the Energy & Utilities sector 10 times

Welcome to your CDP Climate Change
Questionnaire 2023

Responding to stakeholder demands for ESG
management expansion and increased investment
activity through information disclosure

Purpose of

disclosurs

C0. Introduction

_— o . Timing of After information request received in March '23,
£ AR AR T8 TS B0 TS B2 B9 disclosure CDP report submitited in July

R TG F RDHCTE

S A 1RV EEERG aDHC ] 2P B
AU FIEAI 2 YA 2 SHAI D20 1ee L WS A U5 SN 2007
TILANGER YAEND 0 A WE R NIY FE EUSE HPEUG FNE

2 RO KDHC £ 270 1971 7L £ 019 Aee g, A A Climate Changg RBSDOHSB Dgpartmgnt

GABAUA A B PR A B3 2 2022 KDHC £ R 10T 2 Disclosure entity : : :

FH20 T 20500220 200 ) Vel SN0 T LET VA YLBTE ’ (Future Business Office, Carbon Neutrality Policy department)
Janm Ay gEd 0§ TR D WEX PF WETEEW UFA0E
WD 2505 Sl HaF 0 AR NIE B
KDHC & 12.765.000 AN 2 3 .25 Bt 22, YA AR LR,
B OOF AUE, 44§ PEAY LA s ey
HOHC S 842 2§ G4 EUNE T2 GEHI NSO UG R S gEneen, \ai (A -

S, B2, 2, SR0IEKS 475 AUTINE AL E Ja MENTY THREE Major Content
Nl a5o% A4 230 VR ESCURSES WY 2UMUNL SHT RUF
k]

A2 Y RPN PUF

Management, Risk and Opportunity,
Greenhouse Gas Emissions

£ prETCRAL

L ICTe
Mg UL

Conclusion...

Importance of ESG Disclosure Guidance in Public Sector

£ m=ETEgYR A
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Thank You
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Climate Changes and Responsible Investment
of the National Pension Fund
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Ji Hyun Lee Sr. Portfolio Manager, (National Pension Service Investment Management)
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Climate Changes and Responsible Investment of

the National Pension Fund

 NB2S 5 sene

1. Responsible Investment - Overview

2. Responsible Investment and Climate Changes in

the National Pension Fund
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1. Overview - @O Global Trends in Responsible Investment

= Global increase in responsible investment size
»  Global responsible investment assets have expanded to $121.3 trillion, marking a 17% YoY
increase in March 2023

= Number of PRI signatory institutions has increased to more than 3,826, marking a 26% YoY
growth in March 2023

[ Trends in PRI Member Institutions and AUM Growth]

£easnts unstey managument Number of member institutions
(USS trillion)
o 4,500
4,000
120
3,500
100
3,000
a0 2,500
60 2,000
1,500
40
1,000
20
500
o 0
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2018 2017 2018 2019 2020 2021
— )72 AUM Rt A AUM —— R} A R —
Source: PRI

1. Overview - @) Overview of National Pension Fund

= One of the world’s top three pension fundiassets totaling KRW 890 trillion in December 2022)

»  With an aim to secure financial resources necessary for the national pension program and serve
as a reserve fund for pension disbursements, the National Pension Fund is managed in
accordance with the resclution made by the National Pension Fund Management Committee
(FMC) to maximize its returns.

* National Pension Service Investment Management consists of 3 department heads, 13 divisions,
one office, and 3 overseas offices(New York, London, Singapore) under the leadership of the fund
director as of Jan. 2023, with current staff of 385 employees, including 315 portfolio managers.

[ Accumulated Fund Trends (trillion won)]

890

558

512

470
392 "_2?

220 235

2007 2008 2009 20e 2011 2012 2013 2014 2015 2016 2007 20t8 2019 2020 2021 2022
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1. Overview - & Purpose and Legal Basis for Responsible Investment in the I

= Implementing responsible investment for achieving long-term and stable growth

[ Legal Basis for Implementing Responsible Investment in the National Pension Fund]

=  (Responsible Investment), He/she may take into account environmental, social, and
governance factors related to investment targets, to achieve a long-term and stable
revenue(National Pension Act Article 102@), Fund Management Guidelines Article 17)

« (Principles on Responsible Investment & Governance), The principles on Responsible
Investment & Governance were introduced and implemented for enhancing transparency
and independence of stewardship activities and improve long-term returns(Guideline for
National Pension Fund Management Article 17-2)

* (Responsible Investment and Exercise of Shareholder Rights) Responsible investment
and the exercise of shareholder rights of the Fund are carried out with the aim of achieving
stable growth of the fund assets (Guideline for National Pension Fund Management Article

17-3)
Long-term and stable profit growth

A.

Responsible Investment &

Racporisibla Invectment Panciples Governance Principles (Stewardship Code)

1. Overview - @ Status of Responsible Investment Implementation in the Natio!

[ Status of Responsible Investment Implementation in the National Pension Funds]

PRI Classification
System

Definition Implementation Notes
status

ESG Investment(ESG Incorporation)

Incorporating ESG ratings in

@ ESG Considering both financial and non-financial 1Ml 5 h £ 2 d
Integration factors, including ESG mplementation | the management of equity an
* bond (corporate bond, etc)
(Positive Screening) Including sp_e_mfic Establishing implementation
industries or sectors that are positively ricthioisoisten vzt
evaluated from ESG perspective in the STt restricﬁior}:s i B
@ Screenin pool of investment candidates. Scheduled e Hanta ith the Naticral
9 (Negative Screening) excluding specific implementation Parion B N saat
industries or sectors that are negatively . nag
S Committee(FMCY's announcement
evaluated from ESG perspective in the
: 4 on coal phase-out
pool of investment candidates
@ Thematic Pursuing risk-adjusted returns and ESG MNon- =
Investment performance simultaneously implementation

Active Ownership

@ Proxy Voting

Exercise voting rights at shareholder's
meeting

Implementation

Exercise of voting rights for
domestic and international equity

® Shareholder
Engagement

Shareholder engagement without
participating in management: Dialogues
with companies (Confidential dialogues,
Confidential focus, Public focus)

Shareholder engagement with

participating in management:

Shareholder proposals(after Public focus)

Legal actions: derivative suit and damage
claim suit

Implementation

Engaging in dialogues with
companies regarding issues of
priority control related to
domestic equity and unexpected
concerns

- 103 -



M4z KIPF 2d9] A IHYZEXY

2. Key Activities- @ ESG Integration

= Evaluation system and internal system to consider company-specific ESG factors

= Portfoliomanagers comprehensively consider ESG factors alongside financial factors

in investment decision-making process

[ESG Evaluation System and ESG Integration]

ESG Evaluation System ESG Integration
‘ Periodic ESG Assessment >
= Portfolioc managers Internally
= Target: All listed companies on KOSPI and consider ESG factors Managed
KOSDAQ 150, KOSDAQ listed companies in comprehensively in Domestic Equity/|
which NPS's shareholding ratio is over 5%, ESG investment decision- (active/passive)
i:s.suers of don’]estic corporate bonds, and Tnfoination making process and
listed companies that have issued non- . > Internally
corporate bonds Sharing Managed
ESG Controversial Issues | Platform Domestic Fixed
Evaluation Income
(corporate
= ESG controversial issues are bond)
reflected in ESG score and
rating

2. Key Activities- @ ESG Integration

= ESG Evaluation System consists of 14 evaluation items and 61 metrics

| Hemsaa) | | ESG Indicators(61) \
, Greenhouse Gas and Energy Management System, Woluntary Climate Change Respense, Greenhouse Gas
| Climate Change | | Emissicn E\gluatl.,n nergy Usage Evaluation
Environ Environmental Impact Efnal CErnicalon o1 ENVITONmental Management Systemm, Setng EnvIronmental Management
t Management Objectives, Clean Production Management Activities, Water Usage, Emissicns of Air Pollutants, Waste
e Emissicns, Chemnical Emission
Eco-Friendly Product Eco-Friendly Product Development Activities, Eco-Friendly Patent, Eco-Friendly Product Certification,
Development Enhancing Product Envircnmental Performance
Human Resources Management Wage, Human Rescurce Investment, Employment, Family-friendly Culture (for childbirth and childcare),
and Human Rights Tenure, Human Rights, Labor Practices
= Safety and Health System, Organization centered on Industrial Safety and Health, External Certification of Safety and
| Industrial safety | | Health Management System, Designation of High-Risk .‘\.I'crkpla(efcr Cccupational Injuries
i Fair trade upplier Selection Process, Fair Trade Woluntary Compliance Program, Cooperative company Suppo
5 lier Selection P Fair Trad V luntary C li P C i 5 rt
Social Initiatives, Viclations of Subcontracting Law, Anti-competitive Practices
Product Safety and Product Safety and Consumer Protection System, External certification of Product Safety and Management
c Protecti Systemn, incidents related to Product Safety and Consumer Protection, External Certification of Consumer-
pntebisten bk il Centric Management, Operation of Consumer Complaint Handling Channels
. . Information Security Systemn, External Certification of Information Security Systemn, Information Security |
| Information Security | | Ereach Incident
Enhancement of Management Rights Protection Mechanisms, Shareholder Engagement Mechanisms, Shareholder Mesting
Shareholder Rights Disclosure Timing, Dividend Payments in the last 3 years
P Eparaton of LEC and Board Chairman, [NJependence of Board SUUCtUre, CoOMmposen of INGependen
| Board Compo.s“mn ‘ Directors on the Board, Diversity in Board Composition, Board Activities,
and Operation Appropristeness of Director Remuneration Policy
| Commitice in board of | | Establishment and Compesition of the Independent Director Momination Committee, Establishment and |
Gover directors Composition of the Compensation Committee, Establishment of the ESG Committee
nanoe Auditing Svst Proportion of Independent Directors on the Audit Committee, Percentage of Long-Term Serving Auditors
uditing System or Audit Committee Members, Ratic of Audit Service Costs to Non-Audit Service Costs
. Proportion of Related-Party Contingent Liabilities to Met Assets, Percentage of Revenue from Related-Party
| Related-Party Risk | | Transactions, Percentage of Purchases from Related-Party Transactions
| Internal Controls and | | Internal Centrel and Compliance Management System, External Certification of Anti-Corruption |
Compliance Management Systern, Mon-Compliance with Internal Control and Compliance Management
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2. Key Activities- @ ESG Integration

= ESG evaluation results are utilized for the implementation of ESG integration
strategies.

¢ In the case of internally managing domestic equity and/or domestic fixed
income(corporate bond, etc.), ESG evaluation results (score, rating, etc.) are
considered in the investment decision-making process such as adding new
securities to the investment universe (IU) and reviewing investment items.

@ Domestic Equity

= When adding new securities to internally managed Active Investment Universe and
Passive Basket Universe,

v~ Portfolio managers provide written opinions and attach an ESG report in an
examination report, and review the inclusion of low-grade securities (C, D)
exceeded against BM

v D-grade item, principally banning inclusion of securities that exceeded
against BM

@ Domestic Fixed Income

= When adding new securities to internally managed bond-issuing entity or investing
in newly issued securities

v" Conducting a detailed examination and in-depth review of ESG information

Key Activities- 2 Shareholder engagement(priority managem

= (Direction) Enhancing shareholder value and the long-term profitability of the fund through
shareholder engagement related to priority management issues of investment targets

Priority management
issues

Criteria for Selecting Target Companies

Establishing the Corporate
Dividend Policy

Failure to establish a reasonable dividend policy or to pay dividends in accordance with a
reasonable dividend policy

Appropriateness of
Remuneration Cap for
Directors

Proposing a remuneration cap for directors that is not linked to factors such as remuneration
amounts and company performance, thus infringing upon shareholder interests

Potential legal violations
leading to impairment of
corporate value or
infringement of shareholder
value

Based on objective fact by investigations or findings by state authorities, the following
circumstances apply

@ Embezzlement and breach of trust acts related to the company in question

(@ Unjustly supporting a special relationship or another company (Unfair support actions)
3 Attributing undue benefits to a related party (Management's self-interest)

Mo improvement despite
continuous negative voting
rights exercise

Despite continuous opposition expressed by the fund, issues presented at the company's general
shareholders’ meeting remain unaddressed

Issues requiring climate
change risk management

Companies with a significant impact of climate-related issues on their business value are evaluated
as having insufficient improvemnents in their climate risk management,
* Greenhouse gas emission-related ESG indicators, among others are considered in evaluation

Issues requiring industrial
safety risk management

Companies with a significant impact of industrial safety-related issues on their business value are
evaluated as having insufficient improvements in their industrial safety risk management.
* ESG indicators related to industrial accidents, among other are considered in evaluation.

* 105 -
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2. Key Activities- @ Shareholder engagement(priority manageme

= Selecting target companies falling under the criteria of the focus area, among companies
with NPS’s shareholding ratio exceeding 5% or the company's weight exceeding 1% in the
portfolio and conducting shareholder engagement for the companies

« (Selection of a Company subject to Confidential Dialogue) Sending confidential letters and
having confidential dialogue for Verifying facts and demanding improvement measures

= (Selection of a Company in Confidential Focus List) Designating the company showing no
improvements, despite a series of dialogues for a certain period, in a confidential focus list and
having a confidential dialogue with the company.

« (Selection of a Companyin Public Focus List) publicly listing the company showing no
improvements among the companies in the confidential focus list and having a confidential
dialogue with the company.

« (Follow-up) If no improvements are made until a year-end selection of a company in the public
focus list, procedures in accordance with the Guideline for Active Ownership, including exercising
voting rights and sending open letters, if necessary, can be conducted.

[The procedures for shareholder engagement related to priority management issues]

Mo improvement Mo improvement Mo improvement at the

after a year nf_c—._a.‘ter a year of of selected !

Confidential dialogue OImparky:inn dialogue Company in ive engagement
»  Confidential >

5 e e {shareholder
Dialogue Foinis Tice Public Focus List proposals)

Improvement Improvement Improvement 3 Decision-making body: Fund
Management Committee(FMC)

e)

Dialogue End =

3% Body for selecting target companies and assessing improvement progress Specid Committee on Responsible Investrment & Govermance

11

2. Key Activities - @ Overseas Climate Change Initiative Activities

= Joined AIGCC (Asia Investor Group on Climate Change) in November 2020.

» Considered joining international forums to enhance responsible investment capabilities and expertise
in accordance with the roadmap outlined in the National Pension Fund Responsible Investment

Activation Plan
* Considered additional participation in overseas responsible investment initiatives (in 2020)

* Participated in AIGCC (Asia Investor Group on Climate Change) to improve understanding of
environmental issues, and to engage with foreign institutional investors, emphasizing the role of
institutional investors in responding to climate change and environmental issues

= (Capacity Building for Responsible Investment) Strengthened responsible investment capabilities
and expertise by collecting research, investigative materials, and benchmarking best practices related
to environmental issues such as climate change from an investor's perspective provided by AIGCC.

« (Strengthening Global Network) Enhanced global networking by participating in monthly meetings
and collaborating with foreign pension funds and asset management companies through AIGCC

@\ AIGCC

ASIAINVESTOR GROUP
ON CLIMATE CHANGE

12
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