














Figure 10 : Areas in which companies are planning / working towards

exploiting business opportunities resulting from climate change
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Box 9: Nokia to tap market for green technologies

Nokia plans to roll out 40 green phones in 2008. The company plans to use
biodegradable phone covers and recyclable battery designs, which contain small
amounts of toxic material such as cadmium and lithium. The company also has
plans to reduce the energy consumed by mobile chargers by up to 50 percent. The
company also plans to open up ‘Green Bins’ across all Nokia dealers in India,
where customers can dispose of their old mobile phones for recycling.

Source: Times of India, May 22, 2008, “Nokia to launch 40 green phones’
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Box 10: Future opportunities in the carbon market

Source: Times of India, ‘Carbon credits may get dearer, Indian cos to gain’, April 21 2008

Currently, stakeholder pressure is not an important driver of
business’ carbon strategy

The study results show that influence of employees, customers or investors is not a
strong driving force behind firms' decisions to respond to climate change.
Compulsions from investors/shareholders was the second least important factor
influencing a firm's carbon strategy, with customer expectations in target markets
achieving nearly the same level of importance (or lack thereof). Employee expectations
to meet global standards in business practices were perceived as slightly more
important, but only as the third most influential factor.

This is reflective of the lack of pressure that these stakeholder groups have exerted on
this issue in India, in the past. However, given the influence that these stakeholders
have exerted as drivers of change in various social and environmental issues in
general, and climate change in particular around the world, these pressures are
expected to be significant drivers of change in the future (See box 11 and 12).

Further, this expected increase in influence is accentuated by the historical record of
socio-economic issues, which demonstrates that awareness and calls for action do
not increase at a steady rate, but grow exponentially once the critical mass is
achieved.
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Box 11: Johannesburg Socially Responsible Investment Index’

Responding to the calls from investors for a reliable source of information on a
company'’s socio-environmental performance upon which to base investment
decisions, the Johannesburg Stock Exchange launched the Socially Responsible
Investment (SRI) index in May 2004. The policy, management / performance and
reporting of eligible companies (they have to meet certain criteria to be eligible for
inclusion in the index) are evaluated against the criteria of triple bottom line
(environmental, social, economy) as well as social governance. Their resulting
individual and total scores are then compared with the performance of other firms
to produce a relative ranking.

Within the environmental criteria, companies are classified as high, low or medium
impact based on their activities. Importantly, more detailed criteria specific to
climate change will be introduced in the near future. Interestingly, the top 10
environmental performers for 2007 belonged to traditionally energy and emission
intensive industries of mining, construction, steel, resources and oil and gas, with
the top performer for the past 3 years being Anglo American (mining). These
companies constitute some of the biggest and most profitable South African firms;
thereby demonstrating that environmental sustainability is compatible with
economic gain and would very likely enhance it moving forward.

The SRl index was the first of its kind in an emerging market and the first to be
launched by an exchange, which is an important indicator of the rising interest and
concern of environmental issues in developing countries and in particular, the
increasing demand from investors for companies to be environmentally and socially
responsible. When considered in the context of the expanding energy labeling
programme for appliances launched by the Bureau of Energy Efficiency in 2006 in
India, these developments signal a definite shift in the role played by different
stakeholders in developing countries which, as the study results indicate, Indian
companies do not currently pay much attention to.

The Advisory services for the establishment of the criteria against which firms were
selected to be part of the SRI index in 2007 were provided by KPMG Sustainability
Services.

/ Johannesburg Stock Exchange, 2008




Box 12: Thermal power plants facing popular pressure in the US

A powerful indicator of increasing public awareness of the issue of climate change is reflected in the veto of the expansion of a
coal-based power plant in Kansas, US on environmental grounds in May 2008. The governor of the state successfully vetoed a bill
allowing the expansion of the power plant after the project failed to secure an air quality permit from the state Department of
Health and Environment on the grounds that it would produce 11 million tons of CO2 every year. Despite attempts by the
legislature to override the veto, the decision stands and the project does not have the required clearance to commence.

Source: Office of Kansas city governor, April 2008
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How can we respond to climate
change?

There seems to be a significant gap between good intentions and appropriate actions to
back up the intentions. While a number of companies expect to contribute to mitigating
their impact on climate change, few seem to be approaching this in a structured, measurable
manner. The credibility of achievements may therefore remain under question. Employing a
larger range of tools, and developing capabilities to implement them, requires a deeper
understanding of the linkages between climate change and business issues.

Current carbon footprint: Do we know where we are

A detailed carbon impact mitigation plan of a company would typically start with a measurement of the company’s present ‘carbon
footprint’ (see figure 11 and box 13), which would be the baseline against which improvements can be measured. In absence of
this, the impact of any initiatives would not be measurable, and would therefore lack credibility.

Figure 11 : Does your company measure its overall carbon impact? . . . .
g While a number of Indian businesses claim to be aware of the

We plan to do Don't know, 3% need to reduce their carbon impact, and believe that they are
so soon, 12% No, we do not measure taking steps towards it, most companies have not taken this
our carbon impact, 17% . . . .
first step of measuring their current carbon footprint. Only 21
percent of respondents indicated that they fully measure their
We do complate carbon impact. Importantly, 16 percent of respondents don't

assessment of our overall see the need for such an analysis (See figure 11).
carbon impact, 20%

We measure only
our Energy
efficiency, 30%

We measure only our
emissions, 14%
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Box 13 - Global Carbon Footprint Initiatives

Source: Washington Post, 11 Multinationals to asses their carbon footprint’, January 21, 2008



Page 26

Targets: Where do we want to be?

Many companies in the developed world have measured and announced their baseline carbon footprint, and also their reduction
targets over 5 to 10 year periods. Surprisingly, 41 percent of the respondents in this study indicate having at least some quantified
goals for carbon reduction to be achieved by 2010, even in the absence of government regulations. However, it is significant that 38
percent of respondents have no goals whatsoever.

Tools and Capabilities: How can we get there?

While a large proportion of businesses claim to have quantifiable targets for emission reductions, an appreciation of the tools and
capabilities required to achieve them (including measurement of their current carbon footprint) is missing at present.

Out of all the measures presented that businesses engage in, or plan to engage in, to tackle climate change; the most widespread
was using energy efficient appliances (94 percent), followed by educating and training employees on environment friendly practices
(77 percent) (See figure 12). Whilst energy efficiency is an important source of substantial reductions in carbon intensity and thus,
the high proportion of businesses engaging in this activity is encouraging, much fewer businesses are engaged in other primary
drivers of emission reductions. Only 29 percent of firms review and update their global supply chain to achieve energy efficiency
and only 25 percent have discontinued high energy services (See box 14).

Box 14: Case Study - ITC®

8 |TC Sustainability Report, 2007



Figure : 12 Measures to tackle climate change
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Label Response

1

Installing / using energy efficient appliances (such as lighting, heating, and air conditioning)

Educating and training employees on environment friendly business practices

Recycling / using recycled products

Reviewing and updating global supply chain to improve energy efficiency

Achieving carbon neutral status

Discontinuing high energy / carbon services

Donating to organizations / charities working towards combating climate change

Reducing air travel and using vehicles with cleaner technologies

O| 0| N| || | WIDN

None of these, but intend to implement similar practices within next years

—
(@]

None of these and none applicable
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Conclusion: Bridging the gap
between intention and action

In summary, this study found that Indian businesses regard climate change as an important
business issue. However, an appreciation of why it is important and how it can affect
business appears to be relatively low. This, coupled with little stakeholder pressure, results
in lack of structured approach to responding to climate change.

There is some degree of jingoism in the belief that India should lead the way, though the leadership role is largely left to the
Government. At the business level, while a number of companies believe they have targets for reducing their carbon impact, the
ability to measure success seems to be low, which would result in continued skepticism around the seriousness of such measures.

Why companies should be thinking more actively about actions

The threat of climate change mitigation becoming a direct cost for business is real. A high level investment commission under

Mr. Ratan Tata has reported that “while long —term energy security would require India gets a large share of power generated from
domestic resources of coal, increased concern about the impact of carbon emission and global warming will likely to result in a
global effort to take concrete step such as introduction of carbon tax” Economic Times , 2008

Developing countries are expected to play an increased role in the new international collective agreements. With the Indian
economy getting increasingly integrated in global trade and business, the pressure from European Union and USA could get difficult
to ignore.

What should businesses be asking themselves, and doing

The focus of the Government and of leading industry associations has largely been at the economy level issues and impacts.
Sector specific associations and individual companies would need to ask questions specific to them. The impact, risks and
opportunities need to be understood, and actions prioritized, at the micro level.

An example of this level of analysis is provided in figure 13 below, through a framework developed by KPMG in the Netherlands on
the risk profiles of various sectors as a result of climate change.
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A critical success factor is likely to be the ability to incorporate mitigation initiatives into a coherent business strategy that enables
full utilization of the opportunities presented by climate change and minimizes its exposure to the risks. Businesses would thus
need to complement their own sector expertise with deep-rooted and broad-based knowledge of the macro environment. In order
to lend credibility to the mitigation strategy developed in this way, businesses would want to use globally accepted methodologies
to evaluate the true state of a firm or industry’s level of emissions and carbon footprint, and apply systems and processes to
validate the results of their actions. An example of this level of analysis is provided in Figure 13 below, through a framework
developed by KPMG Netherlands on the risk profiles of various sectors as a result of climate change

Figure 13 : Risk profile for different sectors with respect to climate change
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Hence, a structured response at individual business leaders’
level would typically involve the following components:

1 Measurement of the carbon footprint of the business
2 Projecting the likely carbon footprint if the business
continues to grow under the  Business As Usual (BAU)’

scenario

3 Analysis of the risk of climate change issues to the sector
and the business

4 |dentification of opportunities within the business, and
beyond (CDM projects, clean technologies, renewables, etc)

to maintain growth, but with a different approach

5 Preparation of a time bound action plan for reducing the

Source: Climate Changes Your Business: KPMG's Review of the carbon footprint compared to the projected carbon footprint

Business Risks and Economic Impacts at Sector Level, 2007"

6 Institutionalize the action plan in business processes

7 Institutionalize a measurement and verification system to
monitor progress against the plan

8 Periodically report progress to stakeholders.
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About KPMG in India

KPMG is a global network of professional firms providing Audit, Tax and Advisory
services. We operate in 145 countries and have over 123,000 people working in
member firms around the world. The independent member firms of the KPMG
network are affiliated with KPMG International, a Swiss cooperative. Each KPMG firm
is a legally distinct and separate entity and describes itself as such.

The Indian member firms affiliated with KPMG International were established in
September 1993. As members of the cohesive business unit they respond to a client
service environment by leveraging the resources of a global network of firms,
providing detailed knowledge of local laws, regulations, markets and competition.
We provide services to over 2,000 international and national clients, in India. KPMG
has offices in India in Mumbai, Delhi, Bangalore, Chennai, Hyderabad, Kolkata and
Pune. The firms in India have access to more than 2000 Indian and expatriate
professionals, many of whom are internationally trained. We strive to provide rapid,
performance-based, industry-focused and technology-enabled services, which reflect
a shared knowledge of global and local industries and our experience of the Indian
business environment.
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