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Glencore’s upcoming Climate Action Transition Plan is a test for the company
and its ability to respond to shareholder expectations.

Last year, Glencore plc faced investor unrest with over 30% of its shareholders voting against its
Climate Plan. Glencore's inability to successfully navigate energy transition risks has been an
escalating concern for investors, and the company must demonstrate it has a credible plan to
manage the vast emissions from its coal business. Glencore intends to publish its updated Climate
Action Transition Plan (Climate Plan) later this month.

This Climate Plan is critical as it sets the basis for the company's climate strategy over the next three
years and beyond. It is also expected to address the emissions related to the acquisition of Teck
Resources Limited's (Teck) metallurgical coal business, Elk Valley Resources (EVR).

ACCR will undertake a thorough review of the Climate Plan when it is released.

In the meantime, ACCR has identified five key actions that Glencore should take in the upcoming
Climate Plan.

1. Commit to using the International Energy Agency’s (IEA) coal-specific Net Zero Emissions
(NZE) pathway instead of the current general fossil fuel pathway. This reflects Glencore's
fossil fuel production composition, which is 99% coal.

o Glencore's most recently adopted emissions pathway was the IEA NZE pathway for all
fossil fuels, including coal, oil, gas and bioenergy, despite its Industrial portfolio being
predominantly coal-based.

o Glencore's current approach allows it to reduce its coal production more slowly than
the NZE coal-specific pathway recommends, thus making its decarbonisation strategy
less accurate and less ambitious.

o The IEA's NZE coal pathway requires a significantly accelerated reduction in coal use
compared to the reductions when considering all fossil fuels (see chart below).
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2. Select a representative baseline year that complies with the Greenhouse Gas (GHG)
Protocol standards. Glencore uses 2019 as its baseline year, which as a year with higher than
normal emissions, allows it to exaggerate the impact of any reductions. For example,
claiming a 27% emissions reduction in 2020 - significantly surpassing in just one year the
2026 goal of 15%".

o Glencore’'s 2019 baseline year had an unrepresentative amount of coal production,
and has not been adjusted to reflect the relinquishment of contracts at the Prodeco
coal mine.

o There could be regulatory or other risks associated with choosing such an obviously
unrepresentative and high base year from which to measure all emissions reductions
from.
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3. Introduce a 2030 target in line with a Paris-aligned coal pathway. The nine-year gap between
Glencore's 2026 and 2035 targets surpasses the recommended maximum five-year interval
for a credible climate plan.?

Glencore only partially meets CA100+'s assessment criteria for medium (2027-2035) and
long-term (2036-2050) targets, due to the targets not being aligned with the Paris
Agreement.?

" The 15% reduction target is based on the holistic fossil fuel emissions pathway. This reduction target is 30% in a coal-specific pathway.
2 Climate Policy Initiative, What makes a transition plan credible?, 2022, p5.
¥ Climate Action 100+, Company Assessment: Glencore
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https://www.climateaction100.org/company/glencore-plc/
https://www.climatepolicyinitiative.org/wp-content/uploads/2022/03/Credible-Transition-Plans.pdf
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4. Adopt credible emissions reduction pathways for the EVR coal mines to be acquired from
Teck. ACCR analysis demonstrates that planned run rates for EVR metallurgical coal mines

substantially exceed the IEA's NZE metallurgical coal pathway. When assessing the current
climate disclosures for these coal mines, ACCR notes:

o EVR’'s mid-term Scope 1 and 2 emissions reduction targets are undefined, with a
noticeable lack of a Scope 3 target.

o The currently disclosed forward coal production volumes from EVR’s coal mines are
significantly misaligned with the NZE pathway for metallurgical coal.
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5. Provide investors with clear Industrial segment coal capital expenditure (capex) guidance,
distinguishing between expansionary and sustaining capex for coal.

After reviewing Glencore’s recent 2023 preliminary results, it has become clear that Glencore
no longer distinguishes its capex guidance into expansionary and sustaining capex for both
metals and energy portfolios.

This is not aligned with investors' expectations for capex disclosures. At the 2023 AGM, 29%
of Glencore’s shareholders voted in support of a shareholder proposal for Glencore to provide
details of how the Company’s capital expenditure allocated to thermal coal production will
align with the Paris Agreement. While Glencore discloses an array of categories for 2023, it
does not disclose the amount of spending attributable to coal expansions or extensions. For
investors, this inability to distinguish between what is expansionary vs sustaining capex for
coal makes it more difficult to ascertain Paris alignment. Glencore also does not meet any
CA100+'s assessment criteria for capital allocation.®

As demonstrated in the chart below, the amount of expansionary capex on coal in FY23 and
the guidance for FY24-26 is now unclear. ACCR expects the company to rectify this change in
the Climate Plan and to provide clear information on how its coal capex aligns with the Paris

Agreement.
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For more information to assist in assessing Glencore’s upcoming Climate Plan, you can access
ACCR'’s notes on the key areas of potential improvements to the Climate Plan and notes on the Teck
EVR coal acquisition.

4 Glencore, 2023 Preliminary Results, p29, Feb 2024.
® Climate Action 100+, Company Assessment: Glencore
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https://www.accr.org.au/insights/investor-bulletin-opportunities-for-improving-glencore%E2%80%99s-2023-climate-report/
https://www.accr.org.au/insights/investor-bulletin-glencore%E2%80%99s-teck-deal-invites-investor-scrutiny/
https://www.accr.org.au/insights/investor-bulletin-glencore%E2%80%99s-teck-deal-invites-investor-scrutiny/
https://www.climateaction100.org/company/glencore-plc/
https://www.glencore.com/.rest/api/v1/documents/static/bcd27c43-43cf-4592-8557-83597fd5bf35/20240221+GLEN+2023+Preliminary+Results+presentation.pdf
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Disclaimer

This document has been prepared by the Australasian Centre for Corporate Responsibility Inc. (“ACCR”").

Copyright
Any and all of the content presented in this report is, unless explicitly stated otherwise, subject to a copyright held by the ACCR. No
reproduction is permitted without the prior written permission of ACCR.

No distribution where licence would be required

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person
or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication,
availability or use would be contrary to law or regulation or would subject ACCR to any registration or licensing requirement within such
jurisdiction.

Nature of information

None of ACCR, its officers, agents, representatives or and employees holds an Australian Financial Services Licence (AFSL), and none of
them purports to give advice or operate in any way in contravention of the relevant financial services laws. ACCR, its officers, agents,
representatives and employees exclude liability whatsoever in negligence or otherwise, for any loss or damage relating to this document or
its publications to the full extent permitted by law.

This document has been prepared as information or education only without consideration of any user's specific investment objectives,
personal financial situation or needs. It is not professional advice or recommendations (including financial, legal or other professional
advice); it is not an advertisement nor is it a solicitation or an offer to buy or sell any financial instruments or to participate in any particular
trading strategy. Because of this, no reader should rely upon the information and/or recommendations contained in this site. Users should,
before acting on any information contained herein, consider the appropriateness of the information, having regard to their objectives,
financial situation and needs. It is your responsibility to obtain appropriate advice suitable to your particular circumstances from a
qualified professional before acting or omitting to act based on any information obtained on or through the report. By receiving this
document, the recipient acknowledges and agrees with the intended purpose described above and further disclaims any expectation or
belief that the information constitutes investment advice to the recipient or otherwise purports to meet the investment objectives of the
recipient.

Information not complete or accurate

The information contained in this report has been prepared based on material gathered through a detailed industry analysis and other
sources and although the findings in this report are based on a qualitative study no warranty is made as to completeness, accuracy or
reliability of fact in relation to the statements and representations made by or the information and documentation provided by parties
consulted as part of the process.

The sources of the information provided are indicated in the report and ACCR has not sought to independently verify these sources unless
it has stated that it has done so. ACCR is not under any obligation in any circumstance to update this report in either oral or written form
for events occurring after the report has been issued. The report is intended to provide an overview of the current state of the relevant
industry or practice.

This report focuses on climate related matters and does not purport to consider other or all relevant environmental, social and governance
issues.

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other
financial instruments. ACCR does not represent that any transaction can or could have been affected at those prices, and any prices do not
necessarily reflect ACCR’s internal books and records or theoretical model-based valuations and may be based on certain assumptions.
Different assumptions by ACCR or any other source may yield substantially different results.

Links to Other Websites

This document may contain links to other websites not owned or controlled by the ACCR and ACCR assumes no responsibility for the
content or general practices of any of these third party sites and/or services whose terms and conditions and privacy policy should be read
should you access a site as a result of following a link cited in this report.
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