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Introduction

There is an urgent need to transform from a non-circular
carbon-based economy to one which is clean, carbon neutral
and fully circular. This transformation needs to happen with
a speed and on a scale not seen before and SKF is determined
to be at the heart of it. SKF's strategy specifically highlights this
through “Striving for green” which symbolizes this determina-tion
and empowers all SKF employees to act. SKF products and
services are already helping to enable the transformation, and
SKF's strategic focus on cleantech will accelerate it further
— helping more customers and industries to make the transition
across the world.

SKF works across the full value chain to understand the
CO, impacts and find viable and effective ways to minimize those
impacts. Considering SKF’s direct operations (factories, ware-
houses, research centres), the company has been able to decou-
ple the economic growth of the business from the CO, impact.
Comparing 2020 to 2015, SKF's absolute CO, emissions
have reduced by more than 35%, while the revenues are about
the same.

Core elements of the
TCFD recommendations

Governance
The organization’s governance around climate-related risks
and opportunities.

Strategy

The actual and potential impacts of climate-related risks and
opportunities on the organization’s businesses, strategy, and
financial planning.

Risk management
The processes used by the organization to identify, assess,
and manage climate-related risks.

Metrics and targets
The metrics and targets used to assess and manage relevant
climate-related risks and opportunities.

Source: TCFD

In June 2020, SKF announced the target to achieve carbon
neutrality for all its manufacturing, warehouse and research
centres by 2030. This will happen through a combination of
efforts primarily related to energy efficiency, material efficiency,
generating renewabhle energy, sourcing renewable energy, and
as a last resort to cover any remaining emissions, purchasing
carbon offsets.

SKF’s focus and performance in this area is becoming an
increasingly important differentiator for the increasing number
of customers who seek to achieve carbon neutrality in their full
value chain.

The purpose of this report is to summarize SKF’'s ambitions
and actions on climate related risks and opportunities, guided
by the TCFD recommendations in four sections: Governance,
Strategy, Risk management, Metrics and targets.

TCFD is the Task Force on Climate-related Financial Disclo-
sures initiated by the Financial Stability Board (FSB). The aim
with the initiative was to develop a set of recommendations
for voluntary and consistent climate-related financial risk
disclosures.

SKF Climate risks and opportunities 2020



Governance

The SKF Board’s oversight of climate related risks

and opportunities

Sustainability and the risks and opportunities related to climate
are fundamental to the Group’s strategy and are consequently
frequently discussed with the Board in connection with strategic
decisions.

The Group's sustainability work and targets are reviewed and
approved by the Board every year. SKF's key environmental goals
and progress are presented to the Board each quarter and are
part of SKF's quarterly reports. SKF manages its climate related
risks primarily through the Enterprise Risk Management (ERM)
process. The results from the ERM process are presented every
year to the Audit Committee, which includes three members from
the Board. The ERM process provides input to all strategic activi-
ties such as investment decisions and strategic business plans.

Management’s role in assessing and managing climate-
related risks and opportunities
Group Management and the Board have the ultimate responsibility
to state SKF’s mission and to ensure that the values and drivers
are implemented. The Director of Group Sustainability reports
directly to the Chief Executive Officer and has the task to ensure
that all relevant aspects of sustainability are addressed and inte-
grated into operations and activities throughout the Group, estab-
lishing policies, strategies and targets related to SKF's overall
sustainability performance. These, in turn drive and support the
integration of sustainability into business practices, processes,
operations and staff functions. Sustainability performance, which
includes climate related issues, is the responsibility of the opera-
tions and shall be delivered in accordance with the strategic direc-
tion and fundamental requirements as set by Group Management
and the Board. This means that the identified risks and opportuni-
ties are handled by the part of SKF that is concerned.

SKF’s ERM process covers all parts of the Group and includes
assessing and managing climate-related risks and opportunities.
The result is shared yearly with Group Management and the
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Audit Committee. There is also a half-year internal assessment
to monitor changes and make sure mitigation actions are in place
and delivering expected result which is presented to Group Man-
agement. Mitigating actions or actions to seize the opportunities
are initiated and fed into the Group’s strategic work.

The Group Energy Committee meets frequently to decide on
how SKF should drive energy efficiency and source renewable
energy. SKF has a target and commitment (RE100) to source
100% renewable electricity by 2030 and this committee is
actively driving this work.

The Group Environment, Health & Safety (EHS) function pro-
vides support to the business to understand the environmental
impact and carbon footprint of SKF operations, products and
services, based on a life-cycle approach.

The implementation of the sustainability program in the line
organization is driven by the respective business areas, their
business units, and by country organizations with direction and
coordination from formal cross-functional, decision making bod-
ies and working groups.

SKF’s Green Bond

As one of the first industrial companies, SKF issued a Green Bond
in November 2019. The value of the bond is EUR 300 million with
a duration of ten years.

To secure alignment with national and international guidelines
SKF has obtained an external third-party opinion on the Green
Finance Framework. Engaging in green financing connects SKF’s
company funding strategy to the climate objectives. It's a way to
engage stakeholders in the Group’s integration of sustainability
into SKF’s business model and to ensure the strategy, invest-
ments and development activities keep to the commitment. The
Green Bond is used for financing of projects in whole or in part that
support the transition to low-carbon, climate resilient growth and
lower environmental impacts. The primary areas are increased
energy and material efficiency, use of renewable energy, reduced
waste and reduced emissions.

A Green Bond assessment is done as part of the
normal processes for investments and R&D projects.
Based on this assessment and the supporting docu-
mentation, experts in the Group EHS organization
make an evaluation against the defined Green Bond
categories and criteria. SKF has established a Green
Finance Team which approves the evaluations made
by the Group EHS experts and decides about Green
Bond financing for investments and R&D projects.
The Green Finance Team is chaired by the Group CFO
and consists of representatives from finance, treas-
ury, EHS, sustainability and manufacturing.



Strategy

Group strategy overview

The SKF strategy is the foundation from which the Group works
towards its vision and mission. Sustainability is at the core of
SKF’s strategy and embedded in the business. Everyone working
at SKF has a role to play in tackling the environmental challenges
—and that is what “Striving for green” symbolizes. The COVID-19
pandemic has changed the world and created a new normal.
SKF’'s strategic direction remains but has been accelerated in
many areas. The megatrends of digitalization, climate crisis and
the movement towards a regionalized world are strongly influ-
encing SKF. The six strategic focus areas help SKF to prioritize
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and focus on the right things to realize the vision. At the same
time, they will also help SKF to reduce its own and the customers’
environmental impact and energy consumption, and to take a
greater part in the circular economy.

Within the Cleantech strategic focus area, SKF is working to
increase the sales and activities in cleantech industries. This will
be achieved by strengthening SKF’s current cleantech offers and
expanding the current offerings around the rotating shaft into
cleantech fields. SKF will, in addition, continue to find new offers
outside the core business and technologies which could have a
significant sustainability impact.
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Climate-related risks and opportunities and impact on SKF
SKF’s core business is based on well-established technology and
the Group is diversified in terms of products, markets, manufac-
turing location and currencies used, which reduces SKF's overall
exposure to business risks. Based on this diversification SKF does
not anticipate that climate-related business risks will have sub-
stantially negative financial or strategic impact on the Group level
overall in the short or medium term. Some specific market sec-
tors will be negatively affected, such as for instance the demand
for SKF products to diesel and gasoline engines. However, other
sectors will be positively affected, such as the market demand for
SKF products to electric motors. Overall, SKFs believes that the
climate-related business opportunities outweigh the risks also in
the long term. In the green transition there will be major invest-
ments which will create significant opportunities for SKF to cap-
ture new business with their enabling technology, which is reflected
in SKF's strategy.

Short term (0-1 years) climate risks and opportunities are
integrated into yearly operational business planning and follow-up.

Medium term (1-3 years) and long term (3+ years) climate
risks and opportunities are integrated into strategic business
planning. The Group’s climate targets typically cover a longer
time horizon (for example the target to have carbon neutral
operations by 2030), to make sure that long term climate-related
risks and opportunities are proactively identified.

As part of strategy work, a comprehensive list of climate-
related risks and opportunities have been identified. Below we
highlight a few areas. Some of these have also been quantified
using the Sustainable Development Scenario (SDS) to analyze
what their financial impact could be in 2030.

€0, taxes and increasing cost of steel
The production of steel is energy intensive and mostly also CO,
intensive. SKF has for a long time been working actively to reduce

CO, in the supply chain in collaboration with suppliers. Itis still
not clear how and where CO2 taxation will be implemented, but it
is anticipated that this will influence the cost of steel. The ongoing
transition plans notably in the EU and the US will to a high degree
be funded by various forms of carbon taxes. The effect will be
relatively higher on steel with high embedded CO, emissions.
During 2020, SKF has accelerated the collection of energy and
CO, data from its major steel and forging suppliers representing
the majority of value, weight and environmental impact in the
upstream supply chain. Through scenario analysis and financial
simulation on cost increase at different levels of CO, taxation, SKF
has increased the understanding of this risk, the potential finan-
cial impact to SKF, and actions the Group can deploy to mitigate
this risk.

Increasing cost of energy

A structural transformation is expected in the energy sector and
massive investments globally are planned for more efficient and
cleaner energy production. One of the most immediate and obvious
financial risks related to climate change for SKF and its value chain
is an increased cost of energy, linked to for example CO, taxation.
Based on the SDS, the Group has analyzed the impact from an
increased cost of energy and defined actions to minimize that
impact. The best way to mitigate this risk is to reduce the energy
demand. In terms of spend, electricity makes up most of the
energy cost with a smaller share of natural gas, biomass, heat,
fuel oil and LPG. To give an indication of the potential financial
impact, based on 2020 data, a 10% increase in costs related to
energy would impact the Group’s result by around SEK 100 million.

Transformation of the automotive industry

Electrification is a strong trend in many industries, especially in
the automotive industry. The growing market of electric and
connected vehicles is positive for SKF, as the bearings play an
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important role in these applications. Today, SKF has a portfolio
of innovative solutions that enable robust and efficient e-power-
train drive.

SKF’s innovation within the automotive sector focuses on the
technology transformation heading to a carbon neutral vehicle
market. SKF is partnering with key OEM and tierd pioneers for
the launch of full electric vehicles, for example by providing a
complete package offering of bearings and seals featuring high
speed, thin sections and electric current insulation options.
Power density and friction reduction are some of the main driv-
ers of current and new vehicles. SKF has become a leader by
developing low friction bearings for electric vehicles.

The specific requirements for electrification like bearing fea-
tures for high speed and electric current insulation have consid-
erably increased the value for bearings. Transmission electrifica-
tion drives for larger bearing sizes, and for more innovative
features on both seals and bearings. Through analysis and finan-
cial simulations, the conclusion is that SKF is well positioned for the
transition to full electric vehicles and sees it as more an
opportunity than a risk.

Growth of Cleantech, including wind energy generation
Cleantech covers all businesses in SKF which provide a sustaina-
ble output, for example wind and tidal energy, remanufacturing,
RecondQil circular use of oil, the Rotating Equipment Performance
(REP) value proposition and specific applications that provide

a reduced environmental footprint. To build the position and
capabilities within cleantech, SKF is accelerating the remanu-
facturing offer, scaling magnetic bearings and other low friction
applications.

SKF is finding and developing new cleantech applications, solu-
tions and technologies, for example through partnerships, busi-
ness development and acquisitions. This is an area where SKF
also is looking at possibilities outside the core business around
the rotating shaft if it can provide a significant environmental or
sustainability impact.

For SKF one significant opportunity is the investments in wind
energy that is projected in the years until 2030 and then acceler-
ated even further in the 2050 perspective. SKF offers both prod-
ucts and services for the wind market. SKF technology and solu-
tions enables wind farm operators to optimize the efficiency and
thereby the competitiveness of wind turbines. The wind industry
is growing worldwide and SKF sees a large business potential the
coming 10 years both in sales of products and services.

An increasingly important factor for winning new business is
how a solution contributes to the customer’s climate footprint.
The combination of SKF's offering and internal commitment to
reducing the impact will continue to be a source of competitive
advantage in the future. Industries will adopt new and efficient
business models, which are less dependent on physical resources
and generate less climate impact.

Energy and material efficient manufacturing operations

in SKF

New technologies such as digitalization and automation, the use
of sensors and Al etc. will support further improvements in
energy and material efficiency of SKF manufacturing operations.
The result will be lower costs, better material utilization and a
significantly lower carbon footprint for the SKF factories and the
products they produce.

Mitigation actions and resilience of SKF’s strategy
Scenario analysis

To further understand the climate risks and opportunities and
the resilience of SKFs strategy a scenario analysis was conducted
in the fall 2020. The scenario analysis was based on the SDS
from the International Energy Agency (IEA). The SDS shows a
future course to meet the requirements in the Paris agreement
(well below 2 degrees) which SKF wants to contribute to with
their enabling technology.

Using the TCFD framework and best practices, in this scenario
analysis SKF has also included the quantitative perspective on
climate related risks and opportunities. The time frame for the
scenario analysis is 2030.

The method used was to present SDS to senior persons in var-
ious areas of expertise, including Finance, Sales, Marketing, R&D,
Sustainability and Operations. Each person contributed with
their view on what impact it would have on SKF if society would
act to fulfil actions needed to meet the SDS projection. Their
input resulted in an updated list with the major climate related
risks and opportunities. Actions to meet these risks and opportu-
nities were identified and discussed.

A shortlist of the risks and opportunities and their related
financial impact until 2030 was estimated together with Group
Finance and SKF subject matter experts within the respective
field. Based on the conclusions from the scenario analysis,
further understanding of climate related risks and opportunities
was achieved and resulted in updated actions that SKF will drive
going forward. SKF’s objective is that this analysis will be further
developed and conducted yearly.

The risk and opportunity assessment together with the sce-
nario analysis have shown that climate-related risks in the short-
and medium-term time horizons are limited, however in the
long-term time horizon there are some risks. SKF’s diversifica-
tion in terms of products, markets, manufacturing location and
currencies used, reduces SKF’s overall exposure to business
risks. With the green transformation the world is going through
SKF believes that there are opportunities in the short- and
medium time horizon but especially on the long-term time hori-
zon which will be covered in more detail later in this report.

Business strategy will be continually adapted and adjusted to
mitigate the risks and manage the opportunities that comes with
a stronger focus in society to combat climate change.

SKF Climate risks and opportunities 2020



Products and services

SKF is well positioned to enable reduced CO, emissions in cus-
tomer industries and applications. SKF’s products and solutions
help to reduce friction and enable reliable rotation, which leads
to reduced energy use and CO, emissions in customer applica-
tions. We also provide products and services enabling the growth
of cleantech industries such as renewable energy generation,
electric vehicles, etc.

SKF is focusing on the environmental benefits of products,
services and customer solutions, including increased energy
efficiency, reduced CO, emissions, improved safety, reduced
water use, increased lifetime of applications, increased material
efficiency, reduced noise levels and more. For many years, SKF
has built up knowledge around lifecycle management and worked
closely with customers to reduce or avoid CO, emissions. SKF has
established guidelines for product development, environmental
pre-evaluation tools and guidelines for guantifying and commu-
nicating sustainability performance.

The shift from transactional to fee-based business models is
revolutionizing the way business is done and how SKF provides
value to customers. By combining sensor technology with direct
access to SKF expertise and analysis from the REP centers, cus-
tomers can perform condition-based maintenance to avoid costly
unplanned downtime. By creating and capturing customer value
through fee-based business models with incentives based on key
performance indicators, the interests of SKF and the customers
are aligned to reduce cost, safety risks and environmental impacts.

Supply chain

The emissions from raw material and components are about
as much as those from SKF's own operations. As a main mean
of cutting cost and emissions from the supply chain, SKF works
to influence energy intensive suppliers to implement energy
management systems certified according to ISO 50001.

The Group also works to reduce CO, emissions from transports.
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SKF has during 2020 accelerated the collection of energy and
CO, data from its major steel and forging suppliers representing
the majority of value, weight and environmental impact in the
upstream supply chain.

SKF also works to develop new business models to reduce
environmental impact alongside cost. For example, SKF works to
predict maintenance and enable cost-effective repair and service
within the customers’ processes — this reduces un-planned
shutdowns — which are very often linked to significant waste of
energy, materials and related CO, emissions. Secondly, SKF
brings back bearings and units for refurbishment or remanufac-
turing —a process which can cut energy and emissions by up to
90%, compared to the production of a new bearing.

Research and development

In 2019, SKF was one of the first industrial companies ever to issue
a Green Bond. The bond raised EUR 300 million to fund

eligible green projects in accordance with the Group’s green
finance framework, which was also launched in 2019. R&D
projects targeting cleantech as well as green products and pro-
cesses are eligible for Green Bond financing. By launching a green
finance framework and issuing the Green Bond SKF has taken
further steps to integrate sustainability in financing operations.

Operations

SKF has an energy management system globally certified accord-
ing to IS0 50001. SKF has a centralized function to manage
strategic energy sourcing decisions for the Group, but daily work
is decentralized to SKF’s sites and integrated in the environmental
management system. To increase focus and drive improvements
in both energy and CO, performance, SKF has defined yearly
energy efficiency targets for all major manufacturing units.




Risk management

Processes for identifying and assessing

climate related risks

Identifying risks

Risk identification, evaluation and response are carried out within
the operations through a number of means, such as Group policies
and instructions, training, management systems, reporting
reviews and approval processes. All are coordinated and over-
seen by the related Group functions.

Current and emerging regulations

The Group’s energy and EHS management systems assure that
SKF operations are up to date with applicable current regulations
and have adequate ways of addressing them. Obligations on
emissions reporting are followed via implementation of relevant
reporting frameworks such as the GRI Standards. SKF has a
segment organization with marketing specialists who focus on
understanding the needs and drivers of customers. The work
includes mapping of relevant trends from a legislative perspec-
tive, including for example, impacts from current energy and
carbon related regulations, such as, carbon tax and carbon
emissions trading schemes.

Technology risks

SKF was founded based on technology innovation and has ever
since focused on staying in the forefront of new technology
development. Within the R&D organization the monitoring of
technology trends in general, which also includes climate related
trends, is mainly achieved through the management review pro-
cess. The approach used is based on PESTEL with input received
through a structured stakeholder analysis. Throughout the year,
there is a continuous patent watch with special focus in the steels
and materials area and looking into competitors' filings. Based on
the risks and opportunities captured in these processes the
required mitigation actions are then put in place.

Climate related requirements are embedded in the design
process, the targets include, for example, reducing friction,
design for sustainability/circular economy, and adhering to EHS/
legislation compliance. There are also specific guidelines on
material compliance and sustainability performance in product
development enabling SKF to proactively manage related risks
and opportunities.

Legal risks

SKF considers the risk of legal non-compliance climate-related
risk for the Group to be very low. SKF is not a heavy emitting
industry and has a well-established way of working to measure,
report and mitigate the climate impact related both to its opera-
tions and to the products and services provided to customers.
Inclusion in the EU ETS is an example of a legal risk. SKF's EHS
management system assures that we are aware of any such legal
obligations.

Market risks

Bearing Market Information (BMI) is SKFs key instrument to
understand and monitor the sizes and structures of the markets
for rolling bearings. It is a way to monitor the key trends in the
global bearings market and the competitive landscape. BMI gives
an understanding of the SKF market position and the market
share development vs. competition. BMl is an annual process
analysis involving around 70 countries globally. Climate related
trends and market developments are integrated and captured
within the BMI process. The work also includes mapping of rele-
vant trends from a macroeconomic perspective, including for
example sustainability drivers.

Reputational risks

SKF’s performance and credibility in the climate related area is
very important for the SKF brand in the eyes of stakeholders
such as shareholders, employees, customers and general society.
Poor performance and/or associated stakeholder perception is
judged as a potential risk for negative impact on the brand value.
To mitigate this risk, SKF for example, tries to be as transparent
as possible regarding the climate impact, not only from SKF’s
own operations, but from a value chain perspective. SKF reports
on scope 1, scope 2, and some scope 3 emissions through the
Annual Report. The data is third-party verified to improve quality
and credibility.

All SKF communication is developed in accordance with SKF
communication guidelines and policies whereby all communica-
tion is factual and delivered in a way that minimizes risks for mis-
understanding and greenwashing. A Group guideline for quantifi-
cation and communication of sustainability impact is available to
support the organization.

Physical risks
SKF has a globally unified EHS management system, which is
certified according to the ISO 14001, IS0 50001 and OHSAS
18001 management standards. This system requires that all
sites conduct regular risk assessments including the identifica-
tion of physical climate-related risks such as flooding, water
shortages or forest fires which could impact on the facilities.
SKF also incorporates the identification of such risks into the
due diligence process when building new facilities or acquiring
companies. In addition, SKF’s loss prevention activities require
that site-level risks of flooding and related scenarios are captured
through Flood Emergency Response Plans, part of SKF’s loss
prevention activities with processes for assessing the potential
size and scope of identified climate-related risks.
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Assessing risks

Risks and opportunities are assessed two times per year and
shared with Group Management. Once per year it is also shared
with the Audit Committee and a summary of this is included

in the Annual Report. This process is managed by SKF's risk
manager with input from the risk owners, senior members from

different parts of SKF. Based on the risk and opportunity assess-

ment the needed actions are also developed or updated based
on the conclusion of the assessment. This process covers also
climate risks and opportunities.

When analyzing and assessing the risks, they are divided into
four risk categories; strategic risks, financial risks, operational
risks and compliance risks. The key risks are assessed on both
probability and impact. The probability ranging from very low to

high. The impact is assessed based on impact on strategic execu-

tion, financial performance and brand & reputation.

To further understand the sustainability risks, SKF’s material-

ity analysis is used to identify sustainability and climate-related

risks in the value chain and supports the organization to filter out

and aggregate the risks that if they are materialized, would have

the most significant impact on the SKF Group, its operations and

SKF Group ERM process

A

Risk and opportunity

} Risk and opportunity
consolidation

assessments

Group Risk Manager
receive and consolidate
the assessments

Assessments are made by
the business areas and
Group support functions

The result is shared yearly with Group Management and the Audit Committee.
There is also a half-year internal assessment to monitor changes and make
sure mitigation actions are in place and delivering expected result which is

presented to Group Management.
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Group Management

review

society. SKF’'s materiality analysis includes feedback from all
stakeholder groups such as investors, suppliers, customers,
employees and the community.

Processes for managing climate-related risks

SKF's integrated management system and processes for risk
management is critical to manage the risks and opportunities.
Sustainability including climate is an integrated part of this
framework and is therefore integrated in the overall risk man-
agement. The basis of the assessment also provides input to
the corporate strategy development and execution.

The result of the overall risk assessment is presented and
reviewed by Group Management two times per year, feedback
is then provided to the respective risk owners in the business
to drive the mitigation actions in their respective area. Where
needed additional actions are started in order to mitigate the
risks and assigned to the relevant risk owner. Follow-up of
the risk mitigation is executed in the respective area with
assigned resources based on the competence needed. Issues
and deviations are escalated to Group Management whenever
there is a need.

The consolidated risk
assessment is shared
with the Audit Committee

Audit Committee

The risk assessments are
used as input to strategy
development and execu-
tion on Group level

SKF strategy
development &
execution

Group Management
reviews the consolidated
assessment

Risk owners manage risk

Risk owners mitigation and follow-up

A high-level overview is
shared externally in the
Annual Report

Annual Report



Metrics and targets

SKF reports on an extensive number of metrics related to
sustainability and climate, including for example energy and
emissions, materials, water, effluents and waste. These are
fully disclosed in the Annual Report. A summary of the specific
metrics related to greenhouse gas emissions is provided here-
after.

Greenhouse gas (GHG) emissions
SKF uses the GHG Protocol Corporate Guidance for reporting its
emissions. Due to the nature of SKF's operations, only three
greenhouse gases are likely to be released in significant quanti-
ties for tracking. These are CO,, methane and nitrous acid, where
CO, is by far the biggest contributor to SKF’s emissions.

Energy data and related greenhouse gas (GHG) emissions are
reported monthly and followed up bi-annually by the SKF Group
management.

Scope 1 and scope 2 GHG emissions
Market-based emissions, tonnes 2020 2019 2018

Direct (Scope 1) GHG emissions

Scope 3 GHG emissions

Under Scope 3 emissions, SKF reports CO, emissions from the
most significant direct material suppliers (steel and forgings),
goods transportation and business travel.

Direct material suppliers

These data are based on aggregation of figures provided by the
major (top 5) suppliers of steel and forgings to SKF. This scope
covers 17% by volume of total direct material spend and 53% by
weight of steel purchased.

This is the first time SKF reports this information and should
be considered as indicative rather than precise quantification
of these upstream impacts. Going forward, SKF is working to
increase both the scope and accuracy of the data collected and
reported.

CO,e Tonnes 2020

Scope 3 direct material supplier emissions? 356,000

1) See text for description of scope.

Goods transportation data and related CO, emissions

2020 2019Y 2018Y .- 2015

CO, emissions from
transport Scope 3,

(tonnes) 100,925 123,369 123,448 107,995
Transport works
(tonnes shipped) 340,934 392,224 397,013 352,641

1) Due to an earlier error in the volume reporting, derived between 2017-2019,
emission calculations have been restated with corrected base data. This
resulted in a changed KPI result.

Business travel

In August 2020, SKF announced a further objective to reduce CO,
emissions from business travel. This new target sets the maximum
allowable amount of CO, from business travel at 50% of the full

year 2019. The target commits to stay below this ceiling each
year for the coming several years.

This will be achieved by significantly increasing the use of digital
collaboration in order to reduce the need for business travel.
2020

CO,e emissions 50,285 58,606 62,255
Energy indirect (Scope 2)

GHG emissions

CO,e emissions market-based 331,509 361,960 430,033
Total CO,e emissions,

market-based 381,794 420,566 492,288
Location-based, tonnes 2020 2019 2018
Direct (Scope 1) GHG emissions

CO,e emissions 50,285 58,606 62,255
Energy indirect (Scope 2)

GHG emissions

CO,e emissions location-based 466,248 501,067 551,661
Total CO, emissions,

location-based 516,533 559,673 613,916
Sources of emissions

Tonnes, conversion factors

in tonne per unit in brackets 2020 2019 2018
Direct (Scope 1)

LPG (3.0 per tonne) 3,468 3,996 4,178
Fuel oil (3.2 per tonne) 1,302 1,565 2,256
Natural gas (0.002 per cubic meter) 45,515 53,045 55,822
Supplied (Scope 2), market-based

Electricity 310,282 341,931 405,910
District heating and cooling 21,226 20,030 24,123
Total CO,e emissions,

market-based 381,794 420,566 492,289

Scope 1 emission factors have been gathered used from Folksam and
Finanstidningen’s Environmental Index 2000.

Scope 2 emission factors have been gathered from SKF’s contracts with
electricity and district heating and cooling suppliers.

CO, emissions (tonnes) from air travel (Scope 3) 3,584

SKF Climate risks and opportunities 2020
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SKF’s climate targets
The Group has defined climate targets based on life cycle
thinking. SKF’s quantitative climate targets for 2025 are:

 40% reduction of CO, emissions from manufacturing
per tonne of bearings sold, and

* 40% reduction of CO, emissions from goods transportation
per tonne of shipped products to end customer.

The baseline year for these objectives is 2015 and scope 2
emissions are calculated using the market-based method (GHG
Protocol, 2015). These targets were developed and aligned with
an analysis based on IPCC data using the Sectoral Decarboniza-
tion Approach (SDA) method from the Science Based Targets
initiative. The analysis was discussed with third party experts
and SKF is confident that the CO, reduction target levels defined
as result from the analysis are well in line with the requirements.

In June 2020, SKF announced a new objective for manu-
facturing and other operations to become carbon neutral by
2030. This relates to scope 1 and scope 2 emissions. This will
be achieved by a combination of efforts focused on energy and
material efficiency, generating renewable energy, sourcing
renewable energy and as a last resort to cover any remaining
emissions purchasing credible carbon offsets. As part of this
approach, SKF has joined the RE100 initiative — a signal that
the Group intends to source 100% renewable electricity within
2030.

The operations are responsible to develop plans to reach the
targets, implement relevant actions and report on the progress.
The Group EHS function provides a climate targets report to the
Group Management, based on input from the operations.
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