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n UNDERSTANDING CLIMATE CHANGE & VB

CLIMATE CHANGE

Impact to surface temperature and sea level,
volatility in local climate including rainfall
patterns, and higher frequency and severability
of disaster occurrences

Industry Guidance for climate-related risk

Q)

AmBank Islamic

VALUE-BASED INTERMEDIATION

Shares universal traits with sustainability/
ESG but has additional characteristics..

® Shariah as moral compass

e Focus on real economy

® Emphasis on social finance

Industry Guidance on ESG risk assessment

Climate Change and Principle-based Taxonomy (CCPT)

Facilitate assessments of economics activities and their associated
impact on climate mitigation, adaption and the transition to low-
carbon and sustainable practices

VBI Financing & Investment Impact Assessment Framework
(VBIAF)

Facilitate the implementation of an impact-based risk management
system, for assessing financing and investment activities of Fls

VBIAF Sectoral Guides

Toolkit to guide Fls in implementing VBIAF on selected sectors at
transactional level to attain ESG Risk Score




n UNDERSTANDING CLIMATE CHANGE & VBI (contd) (o
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Climate Change Principle-Based Taxonomy VBI Sectoral Guides

Climate change risks Aggregation of environmental, social and governance risks
Classification of Economic Activity (Transaction): ESG Risk Score of Transaction:

Climate Supporting o

Cc2 .
Transitioning m Medium
(I High

:

Watchlist n Unacceptable
Derived from Guiding Principles Weighted average of Measurements of the Metrices of the Risk Categories
1. @ and m Economic Activity (Transaction) Transaction

2. @,@and@ Business (Customer)

VBIAF Sectoral Guides: The ‘Transaction-level risk metrics and risk score” Table in the Guides provides examples of Risk Categories and recommended Metrices (and the
corresponding Measurements) relating to ESG risks, including Climate Change-related risks.

With the introduction of the CCPT Classification, the Risk Categories in the ‘Transaction-level risk metrics and risk score’ Table which are related to Climate Change risks can
potentially be grouped into a single Risk Category — Climate Change, whereby the ESG Risk Score for the Risk Category — Climate Change would be derived using the CCPT
Classification which is then mapped to the ESG Risk Score based on the following mapping:

Regardless of CCPT Classification, where the

X Unacceptable
Customer does not comply with

CCPT Classification ESG Risk Score in VBI Sectoral Guide
Climate Supporting > Low
- Transitioning Medium
>
Watchlist High

CCPT Guiding Principles:
[0 Climate change mitigation [EE) No Significant harm to the environment @3 Prohibited activity
[ Climate change adaptation [ Remedial efforts to promote transition
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SUSTAINABILITY FRAMEWORK

r | L] | L]

AmBank Group’s strategies, activities and portfolio will consider the environmental, social and governance (ESG) impacts, includingclimate change risksland

Sustainability Statement ensuring that adequate procedures in relation to anti-bribery/ corrupt practices are in place — to ensure that they contribute to tke greater good of our
stakeholders (e.g. customers, shareholders, employees, regulators, communities) — without compromising AmBank Group’s financial objectives

3 RESPONSIBLE BANKING e CONSCIOUS SELF-CONDUCT e POSITIVE SOCIETAL IMPACT
We are committed to conduct our business and We are committed to ensure that our own conduct reflects We contribute to a more sustainable future by considering
Sustainability Themes engage customers in a responsible manner our aspiration to become a sustainable organisation how we interact with our wider communities

Ethics, Governance & Compliance

Community Investments and Development 10

Customer Satisfaction & Responsible Sales 1
and Marketing
Brand & Market Presence 2

10 Data Security & Digital Transformation

Employee Development and Well-being

Responsible Procurement

Sustainability Matters

. . PROTECTION OF PROTECTION OF ::\ PROTECTION OF { ': PROTECTION OF M PROPERTY =
Magasid Shariah FAITH (om) @Hf‘y LIFE ey == INTELLECT (aau @ LINEAGE (vasy S S e

(MAL)
DIVERSE PEOPLE. DYNAMIC TEAMS.
——— DRIVEN BY OUR VALUES, ——
Core Values ks o ¥ B
EXPERIMENTAL

Responsible Lending & Source of Funds Energy, Plastics & Waste Management
(including financial inclusion/ access to finance & Ve
responsible products/ services) Viewed from the lenses of

ESG and Climate Change

GOOD HEALTH 4 QUALITY
AND WELL-BEING EDUCATION

DECENT WORK AND
ECONOMIC GROWTH

I B PEAGE, JUSTICE
AND STRONG
INSTITUTIONS

|




ﬂ IMPLEMENTATION OF CCPT AT AMBANK GROUP (cont'd)
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Q)
T IMPLEMENTATION FOCUS

SOLUTIONING /

GUIDING PRINCIPLES /

CLASSIFICATION DURING
CREDIT ASSESSMENT /

NURTURING APPROACH /

CERTIFICATIONS

/
REPORTING
/

Introduce green finance solutions and services

Establish clear risk acceptance criteria for assessing whether
the economic activity and overall business is at risk of causing
harm to the environment

Conduct due diligence of existing and new customers

Support nurturing approach by recognising remedial measures
to avoid disruptive/ outright exclusion of economic activities
this ensuring an orderly transition of the economy

Establish internal list of approved certifications, subject to
oversight and regular review

Adopt sustainability reporting standards (e.g. TCFD)

KEY CHALLENGES

Culture/ mind set shift,
across all stakeholders

Developing capabilities to
implement

Resources/ high capital
investments

Embed impact of climate
change consideration into
strategy, risk (and
opportunities) analyses
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I B IMPLEMENTATION OF CCPT AT AMBANK GROUP (contd) 0’

IMPLEMENTATION WORK STREAMS

A
POLICIES & GUIDELINES PROCESS PEOPLE

1. Products
SOLUTIONING 2. Terms and Conditions

3. Remedial Plan
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IMPLEMENTATION OF CCPT AT AMBANK GROUP (cont'd)

N
OR \\_\_USTRAT‘\? VBI SECTORAL GUIDE
pURPOSE ENVIRONMENTAL SOCIAL GOVERNANCE
Climate / Biodiversity Water Pollution
GHG loss & Prevention &
Emissions |deforestation Resource use
. efficiency
ESG Risk Score for the Low Low Low Low Low Low Low Low Low Low
Risk Category — Climate
Change would be derived Medium Medium Medium Medium Medium Medium Medium Medium Medium Medium
using the CCPT High High High High High High High High High High

Classification

Unacceptable|Unacceptable|Unacceptable|Unacceptable| Unacceptable|Unacceptable | Unacceptable| Unacceptable|Unacceptable|Unacceptable

The other Environment, Social & Governance related Risk Categories in the ‘Transaction-level risk metrics and
risk score’ Table would continue to be used as the other constituents to arrive at the final ESG Risk Score.

VBI SECTORAL GUIDE

ENVIRONMENTAL
Climate Change

SOCIAL

GOVERNANCE

where the Customer does not
comply with Guiding Principle 5

C1: Climate Supporting > Low I Low Low Low Low Low Low
C2 and C3: Transition > Medium . Medium Medium Medium Medium Medium Medium
C4 and C5: Watchlist > High H High High High High High High
1
Regardless of CCPT Classification i
- Unacceptable ! Unacceptable|Unacceptable|Unacceptable|Unacceptable|Unacceptable|Unacceptable
]
]
]
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SUSTAINABILITY AGENDA

S

Overall * Heart of Sustainability Agenda

Champion RESPONSIBLE LENDING:

CEO of AmBank Islamic ESG (Investors) & Climate Change Dimensions

Dedicated
Sustainability Department

Enhanced Develop

Lending/ an
Financing Implementation
Roscmap

Credit paper template

Assessment process and
decision-making

Tone from the Tackling Climate

top Change Risks

Formalised
Sustainability Agenda

System KPls

Track, Monitor
Reporting | Training and Recalibrate

Sustainability Framework:
Formalise Statement, Themes, Matters, Sponsors, KPls
Responsible Lending Culture/.mind—shift:
W Heart of Sustainability Agenda Start engaging customers,
nurture mentality

PRIVATE & CONFIDENTIAL




Disclaimer
This Presentation has been prepared for the purpose of the JC3 Conference #FinanceForChange (23-25 June 2021).

This Presentation is not intended for general circulation or publication nor is it to be reproduced in part or in whole or referred to or disclosed or communicated
to any other party or used in any way for any purpose other than those outlined above, without the prior written consent of AmBank Islamic Berhad. Any
reproduction of this information, in whole or in part, is prohibited.

AmBank Islamic Berhad makes no representations as to the accuracy or completeness of the information provided herein. The statements contained in this
Presentation are given in good faith and in the belief that they are not false or misleading. AmBank Islamic Berhad expressly disclaims any and all liabilities to
any parties for representations, express or implied, contained in or omissions from this Presentation or any other written or oral communications transmitted as
a result of the circulation, publication, reproduction or use of this Presentation contrary to the provisions contained herein.

AmBank Islamic Berhad reiterates that the information contained herein has been prepared solely for informational purposes.
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