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The first version of this report was published in June 2021
in conjunction with the announcement of SKF’s net-zero
commitment. Now, in 2025 we are pleased to publish the
fourth version which provides stakeholders with an update
on the latest progress and developments.
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1 Introduction and overview of
developments since launch

Scientific evidence clearly indicates that
human actions are driving climate change,
which poses a substantial risk to the
planet’s climate, ecosystems, and human
society. The climate has already undergone
changes and will continue to evolve. How-
ever, to mitigate the most severe impacts,
it is imperative to reduce human-generated
greenhouse gas emissions to net-zero

by 2050.

To achieve this, the global economy must
transition from reliance on unabated fossil
fuels to a carbon-free, highly efficient,
circular, and clean system. The sixth report
from the Intergovernmental Panel on
Climate Change (IPCC), made clear the
severity of the problem and the urgent
need for action — defining this point in
history as ‘code red for humanity’.

At SKF, we see it as a moral obligation to
our customers, shareholders, employees,
and future generations to do everything
we can to help realize this transformation.
We also see that by doing so, we are posi-
tioning the company to grow profitably
and reduce risk.

SKF's largest contribution to this transfor-
mation lies in what we can do with, and
for, our customers. With our strategic
focus on clean technology industries

(at all stages of industrialization), we are
developing products, solutions and services
that help enable these technologies, making
them competitive and supporting the need
for rapid growth in the coming years.

We can also enable significant energy and
carbon savings for our customers, in all
industries, by optimizing the design of our
products. We are making them lighter,
more efficient, longer lasting and repair-
able, as well as improving the performance
of our customers’ products by optimizing
system designs, through advanced model-
ling and simulation, for example.

Our service offering including condition
monitoring, reliability services and asset
optimization is fundamentally about the
removal of waste from customer processes
and value chains.

These offers help customers to reduce
energy, material and transportation waste
saving money and reducing emissions.

With a combination of these approaches,
we have the potential to make an important
contribution to the transition to a carbon
free world and, at the same time, drive
innovation and growth for SKF, its custom-
ers and shareholders. But our ethical and
economic obligations do not stop with our
ability to enable the transformation with
our customers. We must also address the
carbon emissions of our own operations
and activities, as well as those in our
extended supply chain. By doing so, we
set a positive example for our customers,
suppliers and other stakeholders, and
create long-term competitive advantages
by reducing costs and risks.

SKF has been measuring and acting on
carbon emissions from our own production
activities for more than 20 years. We have
achieved sustained economic growth,
while reducing our CO,e impact in real
terms. We have also been working, for
several years, to understand and reduce
the carbon impact of our suppliers, as well
as other activities such as logistics and
business travel.



Net-zero emission operations
and supply chain

Building on this history of action on cli-
mate, in 2021, we announced our target to
achieve net-zero emissions of greenhouse
gases throughout SKF’s value chain by
2050. We intend to achieve this overall
objective before 2050. We will reach some
goals much sooner. We will, for instance,
decarbonize! our own operations by 2030.
When we talk about emissions in this paper,
this refers to greenhouse gas emissions.

To ensure a credible, pragmatic and effec-
tive approach we applied the following basic
principles when developing our objectives
for net-zero and decarbonized operations.

1. The targets (near and long term) must
be aligned with the most ambitious aim
of the Paris Agreement and with what
science dictates is necessary to reduce
the destructive impacts of climate
change. This means net-zero global
emissions by 2050, at the latest, to
limit global warming to 1.5 °C (the IEA
Net Zero Scenario). The SBTi approval
of SKF’s science-based emissions
reduction targets in 2023, validated
the application of this principle.

2. We have set interim targets (2025, 2030,
2035, 2040) for each of the main goals
— defining our short and medium-term
ambitions in alignment with the long-
term goals. We will also review the
scope and ambition as we go forward
— taking any chance to increase the rate
of achievement or expand the scope, as
the global situation evolves, and new
technologies, measuring and reporting
practices emerge.

1) Decarbonized operations refer to achieving
at least 95% reduction in scope 1 and 2.

2) https://www.theclimategroup.org/steelzero
3) https://www.responsiblesteel.org/

3. Even if the full pathway to zero for the
specific sub-target may not be fully
defined, we must seek viable options for
SKF to address its achievement through
direct means, through advocacy or with
a combination of both.

4. Qur targets are informed by understand-
ing the complete life cycle. This means
our priorities are based on the degree
of impact and the avoidance of unin-
tended negative trade-offs. We should
also be aware of, and address, any other
risks such as human rights, biodiversity
and other ESG objectives that may
be relevant.

5. We must have (or be confident that we
can develop) credible methods to follow
up and report on our progress, both
internally and externally.

While these principles were applied in

the development of all the targets, actions
differ depending on the value chain position
and SKF’s influence. For example, the
2030 target for our own operations will

be achieved by improving efficiency and
switching to renewable energy, which

we directly control. Upstream emissions
from steel production require a broader
approach due to limited potential of unilat-
eral influence. Hence, SKF collaborates
with industrial steel consumers and

producers through the SteelZero? and
Responsible Steel Initiative® to drive and
advocate for industry-wide changes.
Advocacy is crucial for the global carbon
net-zero transformation, as businesses
alone cannot address market failures.
Through initiatives like SteelZero, RE100,
and SBTi, we advocate for policy and
industry solutions that can drive the
transformation.

Like many long-established global indus-
trial companies with a diversified customer
base, we at SKF operate in sectors associ-
ated with fossil fuel extraction and energy
generation, specifically the coal, oil, and
gas sectors. Our business in these sectors
represents a small proportion of our overall
revenue. We anticipate that these sectors
will gradually transform or become less
relevant in the coming years, depending on
how widely carbon capture and storage
technologies are adopted.

Our business in transportation sectors,
such as automotive, rail, shipping, and air,
is significant and growing. Many of these
sectors still use fossil fuels. However, a
major part of our R&D work is currently
supporting the transition to carbon neutral-
ity in these sectors through electrification,
for example.



https://www.theclimategroup.org/steelzero
https://www.responsiblesteel.org/

Developments since
SKF’s net-zero launch

Since the announcement of our net-zero
targets in October of 2021, we have been
working hard to evolve the strategy and
deliver on them. Some examples of import-
ant steps and developments since then are
provided below.

2021

* Announced SKF near and long-term
net-zero and decarbonization targets

« Joined the Responsible Steel Initiative
(a multistakeholder group working to
drive sustainability in the steel value
change with a strong focus on climate
mitigation).

» Joined SteelZero - a global corporate
initiative led by the Climate Group that
brings together leading organizations to
commit to buying and using 100% net-
zero steel by 2050, and advocates for
the transition to a net-zero steel industry.
SKF joined RE100 — another initiative led
by the climate group, bringing together
influential businesses committed to
sourcing 100% renewable electricity.

« Started work on development of fossil-free
bearing steel through a collaboration with
Lulea University of Technology’s CH2ESS
initiative. As part of the collaboration,
SKF will participate in and fund research
within hydrogen use in industrial pro-
cesses and energy systems, speeding
up the development of fossil-free bear-
ing steel.

* SKF’s magnetic bearing technology
selected by Finnish cleantech company
Tamturbo for their high-speed turbo
motors used in industrial air compressors.
This SKF solution helps enable the use of
high-speed, direct drive centrifugal com-
pressors which allows industrial custom-
ers to generate compressed air with lower
emissions, longer service intervals and a
lower total cost of ownership, compared
to oil-based screw compressors.




2022

» SKF Factory in Gothenburg Sweden
becomes 3rd SKF unit to achieve Decar-
bonized site status.

Climate and net-zero aspects included in
short- and long-term bonus programmes.

SKF issues 2nd Green Bond for 400 M
Euro (1st issued for 300 M Euro in 2019).
The bond was well received in the market
and is used to make SKF and our custom-
ers more energy and carbon efficient in
many ways.

The Responsible Steel Initiative published
the Responsible Steel International
Standard V2 in September of 2022. SKF
was part of the multi-stakeholder group
who helped develop this standard. This
new version brings much needed clarity
and standardization to the measurement
of GHG impact and performance in the
global steel industry.

SKF and the Swedish steel producer
Ovako announced the production of
Spherical Roller Bearing (SRB) with 90%
less emissions than its standard SRB
bearing. The bearing was manufactured
in SKF's factory in Gothenburg using
recycled steel from Ovako’s Hofors mill
which runs on 100% fossil free electricity.

2023

» Short- and long-term net-zero targets
validated by SBTi. Our commitment to
a net-zero future by 2050 earned
approval from the Science Based Targets
initiative (SBTi) validating that our goals
align with climate science and the
Paris Agreement.

» Secured an important step in our 100%
renewable electricity goal by signing a

15-year Virtual Power Purchase Agreement

with Enel. We will buy guarantees of
origin from Enel’s Spanish solar project,

equivalent to one-third of SKF’s European

electricity use.

« Signed a supplier agreement with Lilium,
the developer of the first all-electric, ver-

tical take-off and landing jet, to produce
electric motor bearings for the Lilium Jet.

» Allocated 300 M Euro to meet our energy

and decarbonization goal by 2030, also
published a policy banning investments

in assets using fossil fuel within our own
operations and requiring the replacement

of direct fossil gas use with renewable
energy or approved non-fossil fuel alter-
natives by 2029.

» First ever bearing company to issue

Product Category Rules (standardized
method to calculate product environ-
mental life cycle assessment — including
carbon footprint).

Participated in New York Climate Week

- the largest annual climate event of its
kind, hosted by the Climate Group in
partnership with the United Nations
General Assembly. SKF participated in
discussions and events focused on
accelerating the transition to renewable
energy, reducing carbon emissions, and
promoting sustainable practices within
the industry. SKF highlighted our innova-
tive solutions aimed at improving energy
efficiency and reducing environmental
impact in various sectors.



2024

» Signed two Renewable Energy Certificate
(REC) purchase agreements in North
Americas, enabling SKF factories and
facilities in the U.S. and Canada to
achieve 100% renewable electricity.

The first agreement focuses on investing
in Green-e certified wind energy. This
partnership will span through 2025, rein-
forcing SKF’'s commitment to supporting
renewable energy sources. The second
is a 12-year agreement, starting in 2026,
signed with Clearway Energy Group
(Clearway) for a portion of the RECs gen-
erated from a newly constructed 452 MW
solar farm in Kent County, Texas, USA.

Shadow carbon price (SCP) policy pub-
lished — this aims to internalize the envi-
ronmental cost of steel and steel compo-
nents within our supply chain. The SCP
is calculated and used to influence sup-
plier selection for major direct material
sourcing decisions, helping us reduce
embodied emissions and prepare for
regulations like the Carbon Border
Adjustment Mechanism (CBAM).

Airfreight avoidance policy published.
This aims to minimize airfreight due to
its environmental impact and high cost.
Alternative transport modes like sea,

rail and road should be used whenever
feasible. Planned airfreight requires
approval from the Business Area presi-
dent or a delegate. Unplanned airfreight,
used in urgent situations, needs approval
from the relevant sales unit or factory
manager, with efforts to address the
root causes.

» SKF, along with voestalpine Wire Tech-

nology, successfully produced the first
prototype bearing made from steel con-
taining hydrogen direct reduced iron
(H-DRI). This achievement marked a
significant breakthrough in the efforts to
decarbonize bearing production, as
H-DRI is a low-emission alternative to
conventional iron ore-based steelmaking
and is considered one of the important
methods for making steel sustainable in
the future. The two companies have
been collaborating to explore the possi-
bilities of using H-DRI steel for bearing
applications. By utilizing H-DRI steel,
SKF and voestalpine Wire Technology
aimed to meet the demand for green
steel and thereby contribute to global
efforts to combat climate change.

Significant increase of renewable
electricity sourcing in India and China
(see examples in section 4.1).

* Accelerated deployment of decarboniza-

tion investment frame with 33 M Euro
allocated.

Set up a new collaboration, sourcing
“GreenSteel Climate+” from Swiss Steel
Group for bars and wires produced in
EMEA, reduced SKF’s GHG emissions
related to steel bars and wire in scope by
40% over a period of nine months.

» Secured 430 M Euro financing from the

European Investment Bank (EIB) with a
tenor of up to ten years. The financing
will support SKF’s research and develop-
ment (R&D) to increase the focus on
high-growth segments and accelerate
the design and development of enabling
technologies particularly for the green
transition and sustainability. As the cli-
mate bank of the European Union (EU),
the EIB financing supports the European
Green Deal, EU’s plan to become net-
zero by 2050. This financing forms an
important part of SKF’s overall funding
strategy, further helping to complement
and diversify the Group’s funding
sources.

Participated in New York Climate Week
- the largest annual climate event of its
kind, hosted by the Climate Group in
partnership with the United Nations
General Assembly. SKF participated in
discussions and events focused on
accelerating the transition to renewable
energy, reducing carbon emissions, and
promoting sustainable practices within
the industry. SKF highlighted their inno-
vative solutions aimed at improving
energy efficiency and reducing environ-
mental impact in various sectors.



2 Overview of SKF’s net-zero
and decarbonization targets
and performance

As a global industrial company, we at

SKF recognize that the greenhouse gas
emissions resulting from our activities—
whether directly or indirectly—originate
from a wide range of sources and geo-
graphical locations. For many years, we
have applied the Greenhouse Gas Reporting
Protocol to define, report, and follow up on
this critical aspect of our Group’s perfor-
mance. The protocol outlines three
‘scopes’ of greenhouse gas emissions,
based on how and where they occur.

Scope 1 refers to the direct emissions
generated at our own facilities, such as
those produced by burning fossil-based
gas or oil.

Scope 2 covers the indirect emissions
generated by the electricity and district
heating we purchase.

Scope 3 includes all other indirect emis-

sions that occur throughout our value
chain, both upstream and downstream.

Upstream or downstream

The GHG Protocol further breaks down
Scope 3 emissions into several categories,
which are illustrated in table 1.

Table 1

Scope 3 category

Upstream scope 3 emissions

1. Purchased goods and services
Capital goods
Fuel and energy related activities

Upstream transportation and distribution

Business travel

2
3
4
5. Waste generated in operations
6
7. Employee commuting

8

Upstream leased assets

Downstream scope 3 emissions

9. Downstream transportation and distribution
10. Processing of sold products

11. Use of sold products

12. End of life treatment of sold products

13. Downstream leased assets

14. Franchises

15. Investments




Estimated GHG emmissions (tonnes), base year 2019
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We at SKF have been working with life
cycle assessments since the early 2000s.
Over the years, we've conducted numerous
studies on a broadly representative sample
of our products and solutions.
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The knowledge we've gained through this
work—combined with insights from organi-
zational carbon footprint studies—enables
us to estimate the scale of greenhouse gas
impacts across all potentially significant
activities within the scope described above.
These impacts are visualized in figure 1.



It's important to note that these figures
have been revised compared to those we
published in the original 2021 position
paper. This revision reflects our improved
understanding of upstream emissions asso-
ciated with the steel we source (category 1),
as well as the downstream customer use
impact of SKF solutions that generate
direct use-phase emissions. With this more
complete information, we now calculate
total emissions for 2019 at 3.6 million
tonnes CO,e. This doesn’t mean that more
emissions occurred—it simply means we
now have a more comprehensive under-
standing of the scope.

Purchased direct material

To make the greatest impact on reducing
global emissions, we recognize the need to
prioritize. That’s why we focus on activities
that deliver the most material impact. We've
set near-term targets for 2030 and, wherever
possible, we use primary data to track our
performance. For relatively small impacts, or
those we cannot directly influence, we rely
primarily on secondary data for reporting.

Based on this approach, we've established

the following sub-targets and reporting
methodologies.

Other upstream impacts

Logistics

Our status as of reporting year 2024 vs
the 2030 goals is summarized in table 2.

Table 2

SKF’s own operations Downstream

GHG Reporting Scope 3, Scope 3, Scope 3, Scope 3,
Scope 1 &2

scope category 1 category 4 other category 11
2025 15% absolute reduction in 40% reduction in CO,e TBD 40% absolute reduction TBD

emissions from forgings and emissions per tonne of CO,e emissions from

rings suppliers vs 2019. of goods shipped to manufacturing per tonne

end customers, base year of bearings sold, base
2015. year 2015.

2030 32% absolute reduction in 35% absolute reduction TBD 95% absolute reduction

emissions from direct material vs 2019. vs 2019.

vs 2019.
2035 43% absolute reduction in 55% absolute reduction TBD

emissions from direct material vs 2019.

vs 2019.
2040 60% absolute reduction in 77% absolute reduction TBD

emissions from direct material vs 2019.

vs 2019.
2050 Net-zero emissions through 95% reduction of scope 1 and 2, and 90% reduction of scope 3 vs 2019.

Remaining emissions addressed via Carbon Dioxide Removals.
Table 3

GHG reporting Scope Description 2024 actual 2024 goal trajectory Status

Scope land 2 SKF Operations

59% reduction

43% reduction

Ahead of plan

Scope 3, Category 1 Purchased goods

16% reduction

14% reduction

Ahead of plan

Scope 3, Category 4 Logistics

2.5% reduction

16% reduction

Behind plan

1



3 Reporting principles

Following the GHG Protocol Corporate
Reporting Standard, we prioritize the use
of primary data over secondary data, and
mass allocation over economic allocation.
At SKF, we report our Scope 2 emissions
using the market-based method. We have
selected 2019 as the base year for all our
SBTi-approved targets, as it represents a
typical year in terms of demand, production
output, and building heating and cooling
loads—prior to the disruptions caused by
the pandemic.

We use a cross-sector emission pathway

aligned with limiting global warming to 1.5°C.

Our targets are based on 1.5°C-aligned
pathways from the Science Based Targets
initiative (SBTi), with the IEA Net Zero
Emissions (NZE) scenario serving as our
primary reference.

We have established our targets with a
solid understanding of potential future
changes in sales, production volumes, and
the effects of technological, operational,
and market-related developments. For
example, in setting our 2030 goal for
Scope 3, Category 1 (direct materials), we
have accounted for the expected shift to
lower-carbon steel production methods—
such as scrap-based steel combined with
renewable energy. Similarly, our 2030 goal
for Scope 3, Category 4 reflects anticipated
benefits from our regionalization and man-
ufacturing footprint strategy, which brings
our production closer to both customers
and suppliers.

Our targets are consistent with our
GHG reporting boundaries, with the
following exceptions:

» Scope 3 Categories 2, 5, 8, 10, 12, 13, 14,
and 15 are not considered material at
this stage, so we have only defined 2050
targets for them.

12

* Scope 3 Categories 3 and 7 are material,
but we have not yet defined medium-term
targets. For Category 3, the main lever
is our renewable electricity target, which
is covered through our Scope 1 & 2
objective. For Category 7, we have not
yet established a target or a direct
measurement approach.

SKF operations scope 1
and scope 2

This covers our scope 1 and 2 emissions
from electricity, gas, district heating, and
other energy sources used at SKF facilities,
as well as other greenhouse gas emissions
related to our processes. Going forward we
will expand the scope to also cover emis-
sions from additional process gases and
refrigerants, although these are relatively
small compared to combustion related
emissions. We include all SKF factories,
testing and research centres, larger ware-
houses, and offices around the world in
this scope. Our detailed approach to
addressing these emissions is outlined in
Section 4. Calculations are based on CO,
and other greenhouse gases, where data is
available. For Scope 1 and 2 emissions, we
apply the operational control approach.

Our energy consumption and energy mix
data includes renewable energy, which we
account for only when supplier-specific
documentation is available.

We have issued an internal position state-
ment referring to the use of bio-fuels, where
it is stated all such use must be approved
from the central net-zero team to assure we
make sustainable choices of e.g. feed-
stocks. As bio-fuels will be necessary for
decarbonization in other industry segments,
and supply is limited, we will only use them
when other alternatives are not feasible, and
after efforts to reduce consumption.

For grid injected bio-methane the GHG
protocol has no definite guidance, but an
interim update! from 2023 opens for
accounting for bio-methane certificates
using a market-based approach. We intend
to use such certificates to accelerate our
emissions reductions but only after case-
by-case evaluation where we will align
with our auditors, as well as only utilizing
high quality certificates that are aligned
with local regulatory schemes and has
mechanisms to avoid double-counting.

Considering final guidance from GHG
Protocol is not expected until 2028 Q4 the
use of bio-methane certificates is an
interim solution to progress our emissions
reductions, but until final guidance is set,
we cannot rely on this method to meet our
2030 objective.

Scope 3, category 1
(direct and indirect materials)

Direct material is the most significant con-
tributor to our upstream scope 3 emissions
and includes purchased materials and
components that are directly used in our
products. This primarily involves steel, but
also includes other high-volume materials
such as rubber, where the embodied emis-
sions are substantial. These emissions
span the entire supply chain—from raw
material extraction and scrap sourcing to
steel production and subsequent process-
ing. Our detailed approach to addressing
these emissions is outlined in section 4.

We also purchase indirect materials and
services such as work clothes, consum-
ables like hydraulic oil and other process
media, IT services, and more. Life cycle
assessments and carbon footprint studies
have shown that the emissions associated
with these are relatively low compared to
the direct materials. As a result, we have

1) https://ghgprotocol.org/blog/interim-update-accounting-
biomethane-certificates


https://ghgprotocol.org/blog/interim-update-accounting-biomethane-certificates
https://ghgprotocol.org/blog/interim-update-accounting-biomethane-certificates

not yet included these aspects in our
emissions reporting. However, in line with
our broader goal of improving the com-
pleteness and accuracy of our reported
GHG emissions, we are actively working to
incorporate these aspects going forward.

Measuring, reporting, and reducing
upstream scope 3 category 1 emissions
from direct material production remains a
critical challenge. This is still a relatively
new area for us, for the industry, and for
most of our suppliers and their suppliers.
Together with our partners across the sup-
ply chain, we are continuously learning
and evolving our approach to improve the
completeness, accuracy, and usefulness of
this data as a management tool.

Wherever possible, we use primary data—
collected directly from suppliers on their
full value chain carbon intensity, multiplied
by the weight of materials supplied to us.
When primary data is not available, we rely
on credible secondary sources. The main
data we request from suppliers is their
greenhouse gas intensity (expressed in kg
CO,e per kg of product). We then multiply
this by the total weight of products deliv-
ered to us to calculate total emissions.

Although collecting primary data is more
complex and challenging, it is our preferred
approach because it reflects specific sup-
plier performance year over year and high-
lights the impact of supplier selection—
something secondary data cannot capture.

In cases where steel suppliers are unable
to provide upstream Scope 3 emissions
data, we apply assumptions based on our
experience collecting primary data from
similar suppliers.

Scope 3, category 3
(fuel and fuel related energy)

This refers to the GHG emissions resulting
from the activities which occur pre-energy
generation and from the distribution and
transmission of the energy which SKF uses
in its operations, such as the extraction,
processing and transportation for fuel-
based power generation. We calculate this
using secondary emission intensity data
and have started to use primary data
where available.

13
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Scope 3, category 4
(upstream transportation
and distribution)

We currently cover approximately 80% of
the emissions resulting from outbound
transport flows—where we control the
transport—and around 70% of inbound
flows. To calculate these emissions, we
use emission factors provided by NTM, the
Swedish Network for Transport Measures.

Depending on data availability, we apply
one of two methods to calculate and
aggregate these emissions:

Method 1: We collect transport statistics
from our transport suppliers and calculate
emissions using a tool developed internally
at SKF. This tool models our transport net-
work and calculates emissions based on
transport mode-specific emission factors,

combined with distance and weight shipped.

Method 2: We collect transport emission
reports directly from our transport suppliers
and aggregate the data.

We use Method 1 for all SKF-operated
transports, except for express shipments,
where we apply Method 2. In both cases,
the emissions reported are greenhouse
gases calculated on a well-to-wheel basis.

Our detailed approach to managing these
emissions is described in Section 4.

Scope 3, category 6
(business travel)

We account for the emissions associated
with business travel, which includes visits
to customers, suppliers, SKF facilities, and
other stakeholders. We calculate this using
data from our travel agencies and published
emission factors. We are actively working
to reduce this impact through several mea-
sures, including the use of virtual meeting
tools, promoting lower-carbon transportation
options such as rail instead of air travel, and
providing low-carbon company vehicles.



Scope 3, category 7
(employee commuting)

This covers emissions caused by SKF's
employees travelling to and from work. We
calculate these using estimations based
on numbers of employees per country and
typical journey distances and modes of
transport. SKF is already working on reduc-
ing this in different ways, such as increasing
the use of digital workplaces, encouraging
lower carbon transportation and providing
bus services for employees in certain
countries. This work will be intensified,
primarily through national management
teams, as each country has different chal-
lenges and opportunities.

Scope 3, category 11
(direct emissions from
customer use phase)

Although most of our products generate
indirect use-phase emissions, a small por-
tion of our portfolio includes products with
direct use-phase emissions. Examples
include magnetic bearings and their corre-
sponding electric motors, lubrication sys-
tems, oil re-use systems, and certain solu-
tions for the marine sector. Some of these
are classified as intermediate products—
such as magnetic bearings and electric
motors—while others, like the oil re-use
system, function as stand-alone product
systems. While less than 10% of our busi-
ness involves the supply of such products,
the impact and potential to enhance cus-
tomer performance is significant. For this
reason, we include this aspect within the
scope of our targets.

We calculate this based on number of
units sold in different regions, typical life,
and published emission factors for the
energy used.

Indirect use-phase emissions relate to prod-
ucts that indirectly consume energy during
operation—such as energy losses due to
bearing friction. According to the GHG
Protocol, reporting on these emissions is
optional, and for the reasons outlined below,
we do not include them in our reporting.

Quantifying and aggregating these emis-
sions or the associated energy savings
across more than 40 globalized industries
in a meaningful way presents a significant
challenge. This is due to the nature of our
product offering and our position in the
value chain. The same SKF product can be
used in a wide range of applications, each
with potentially very different energy use
profiles and greenhouse gas impacts—
determined by variables such as load,
speed, operating cycle, and the energy
source used in the machine or system.
Additionally, a large share of our products
are sold through our global distributor net-
work, which often makes it difficult for us to
determine the end application, customer,
or industry.

For these reasons, we are not able to
measure or define a straightforward down-
stream Scope 3 Category 11 emissions
reduction target for the majority of our
business. We have discussed this with the
Science Based Targets initiative (SBTi),
and they have confirmed that our approach
aligns with the Greenhouse Gas Protocol.
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4 Detailed strategy, plans
and performance

In this section we describe SKF’s strategy towards
achieving its various goals and the status as of the
last reporting period (2024).
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4.1 SKF’s own operations (scope 1 and 2)

SKF has been measuring, reporting, and
reducing greenhouse gas emissions asso-
ciated with our own operations for more
than two decades. As illustrated in figure 2,
by driving energy efficiency, waste elimi-
nation and increasing the use of renewable
energy, we have been able to decouple
business growth from emissions caused by
our production activities.

We aim to achieve decarbonization of our
operations by 2030. To reach this target, we
must reduce our absolute Scope 1 and 2
emissions by at least 95% from our 2019
baseline. This objective builds on our previ-
ously stated goal of reducing carbon inten-
sity in bearing production by 40% between
2015 and 2025 (by 2024 we had already
reached at 76% reduction).

Figure 3 illustrates our progress toward
meeting the 2030 goal, showing both
actual and projected performance.

The main strategic levers we are using to
achieve our decarbonization objective
include the sourcing and generation of
renewable energy, the phasing out of
direct fossil fuel use through electrification
or the adoption of biofuels, and a strong
focus on energy efficiency.

Each of our factories has developed a
decarbonization roadmap that outlines the
site’s emissions reduction trajectory, and
the investments required to meet our 2030
decarbonization objectives. These road-
maps address all three of our strategic
levers. For energy efficiency and fossil fuel
phase-out, the plans are further detailed in
a Group-wide database, where we docu-
ment specific actions, investments, and
expected improvements.

To qualify as a Decarbonized Site and
communicate this status, a location must
meet several defined criteria. This applies
to any SKF operational site with an annual
energy consumption exceeding 2 GWh.

* Emissions reduction: The site must
demonstrate a reduction in Scope 1 and 2
emissions corresponding to at least 95%
compared to a 2019 baseline.

* Energy performance: There must be a
proven track record of continuous
improvement in energy performance.

» Future planning: A clear and actionable
plan must be in place to address and
mitigate any remaining greenhouse gas
emissions.

Climate Transformation. Systematically decoupling business Figure 2 Scope 1 and 2 greenhouse gas emissions Figure 3
growth from climate impact (scope 1 and 2 GHG emissions) Tonnes performance and outlook
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Energy efficiency — levers to
reduce Scope 1 and 2 emissions

We operate a global energy management
system certified to ISO 50001:2018. This
certification covers our 47 most energy-in-
tensive operations, which together account
for more than 80% of our total energy use.
We apply a Group-wide energy efficiency
improvement target covering manufacturing
energy use, for all units within the scope of
the ISO 50001 standard, aiming for a 5%
improvement compared to the energy
baseline of each factory, Business Area,

or the Group as a whole.

We establish the baseline using linear
regression of the previous two years’
monthly energy use compared to value
added—a measure of production activity
known to correlate with energy demand.
This KPI helps reduce distortions (such as
production volume fluctuations) found
with simpler energy performance metrics
and allows us to focus on the underlying
energy performance. In 2024, our perfor-
mance against this target was 3.5% com-
pared to the 5.0% goal, representing an
underlying energy efficiency saving of

B85% ...

Example 1:

Innovation in heat treatment
reduces energy demand by 85%

33 GWh. This figure includes all types of
energy, except that used for building heat-
ing and cooling, as well as test centers.

To support the development and planning
of energy-saving activities, we use our
Group-wide database of detailed actions
to assess whether our factories, Business
Areas, and the Group as a whole have
defined and planned sufficient measures
to meet future objectives. Looking ahead
to 2030, our decarbonization roadmaps
require each site to continuously improve
energy efficiency.

We monitor performance toward our
energy efficiency targets at the factory,
Business Area, and Group levels monthly
using our energy efficiency KPI and the
Group-wide database. In addition, a high-
level review of performance and plans

is conducted twice a year by our Chief
Sustainability Officer together with each
Business Area President.

We recognize that step changes in energy

efficiency within our manufacturing opera-
tions can be achieved through innovation.
The broad implementation of technologies

such as near net shape manufacturing—
which produces raw components requiring
minimal machining—will play a key role in
improving our energy performance and
reducing upstream impact. Our ongoing
programme to consolidate manufacturing
operations into fewer, larger facilities—
strategically aligned with our customers’
locations and capacity needs—will also
significantly contribute to energy effi-
ciency and carbon reduction.

Following are some typical examples of
recently executed incremental energy
efficiency improvements. Many of these
savings also result from measures that
reduce or eliminate other forms of waste.
For instance, reducing scrap and rework
not only cuts energy use and emissions
within our own operations but also
reduces upstream impacts in the supply
chain. As we continue to improve process
quality, we also enhance our energy and
greenhouse gas performance.

Conventionally, atmospheric vapourizers are used to do this,

Heat treatment is required to achieve the functional characteris-
tics of bearing steel. In some cases, part of this process requires
quenching the bearing components in molten salt. After this
step, the residual salt must be washed off the components with
water. In order to recycle the water and salt it must be recondi-
tioned by distillation.

18

but SKF is using green bond investments to fund the replacement
of these vaporizers with state-of-the-art vacuum vaporizers.

As well as other process improvements, this technology reduces
the energy need for the water distillation by around 85%.

At SKF, we can identify and implement many step changes
of this kind.
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Example 2:

Smart control of machine air-extraction at
Villar Perosa, Italy

At SKF’s plant in Villar Perosa, Italy, engineers identified an
opportunity to optimize energy use in the machine air-extraction
system. Previously, the system operated whenever machines
were switched on. However, analysis revealed that extraction
was only necessary when coolant was actively being pumped.

By implementing a simple control setup to align extraction with
actual need, the team achieved annual savings of 28 tonnes of
CO,e. This improvement also delivered a financial payback in
under three years.

3%
O improvement

Example 3:

30% improvement in energy efficiency

The Nilai site has modernized its cooling infrastructure by
replacing outdated chillers with advanced units featuring vari-
able speed drives (VSD) and magnetic bearings. These new
chillers deliver substantial energy savings, particularly during
periods of low production, by eliminating mechanical friction
and optimizing performance under part-load conditions. The
magnetic bearing technology enhances system reliability and
reduces maintenance requirements, while the use of low-GWP
HFO refrigerants and oil-free, low-noise operation supports
environmental goals. Since commissioning, the site has
achieved an average energy reduction of over 30%, saving
approximately 120 MWh per month.

7 9%
O reduction

Example 4:

Improved air quality and heat recovery
inside the Gothenburg factory reduced
building heating demand by 75%

By careful use of heat recovery, improved machine air
extraction and optimization of the overall system a

dramatic reduction in the energy (and CO,e) needed to
heat the factory has been achieved.

12%
D improvement

Example 5:

Optimization and efficiency supported
by metering at SKF St. Cyr, France

The local team has worked with a focused effort on elimi-
nating non-productive energy use — while also enhancing
production flexibility. The implementation of a highly
effective energy metering and follow-up system has
enabled the detection of energy deviations, allowing swift
corrective actions and continuous improvement.

In addition, targeted investments have been made and
detailed energy data has been instrumental in assuring
optimization in the commissioning phase.

As a result, the site has achieved an average annual
improvement in energy performance of 12% between
2022 and 2024 — a remarkable accomplishment for a
mature manufacturing operation.
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Energy source distribution

Figure 4

B Electricity
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Renewable energy — levers to
reduce scope 2 emissions

Figure 4 shows the energy sources we
used across SKF during 2024.

Electricity accounted for around 70% of our
total energy use in 2024, and 72% of that
electricity was sourced from renewable
sources according to the RE100 technical
criteria. This reflects our long-standing
commitment to increasing the share of
renewable energy in our operations, whether
through sourcing or on-site generation.

We manage strategic energy sourcing
decisions centrally at the Group level,
including the procurement of renewable
electricity. Through this centralized function,
we have developed a roadmap to transition
all SKF units to 100% renewable electricity
by 2030. This roadmap is currently being
implemented and closely monitored. As a
member of the RE100 initiative, we follow
their technical criteria when purchasing
renewable electricity.

In developing and deploying our renewable
electricity roadmap, we are supported by a
third-party energy service provider. We apply
arange of sourcing approaches, including
power purchase agreements (PPAs), virtual
power purchase agreements (VPPAs), bun-
dled and unbundled environmental attribute
certificates, and long-term Renewable
Energy Certificate (REC) agreements.

While our Group-wide renewable electric-
ity sourcing strategy will deliver the most
significant impact, we are also expanding
the use of on-site solar panel installations
to support self-generation of renewable
electricity. In addition, some of our locations
use district heating for building heating.
Given the highly localized nature of district
heating systems, efforts to decarbonize this
energy source are driven at the site level,
with actions, investments, and expected
outcomes included in each site'’s decar-
bonization roadmap.
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Example 6:

China

SKF China is exploring innovative ways to accelerate its
decarbonization journey. In 2024, a 25-year agreement was
signed for a 5.8 MW rooftop and carport solar installation at
the newly built Dalian factory. This agreement follows an
OPEX model, with ownership of the solar installations trans-
ferring to SKF upon completion of the agreement term.

At the Nankou facility, where renewable electricity accounted
for 0% of the total 17.8 GWh consumption until 2024, the SKF
China team has leveraged a new local consumption certifica-
tion recently introduced by the Capital Electricity Trading
Center (Beijing). This initiative will enable the Nankou site to
achieve 100% renewable electricity consumption.

99...

Example 7:

India

The year 2024 concluded with renewable electricity account-
ing for 50 GWh, which represented 51% of total consumption
of all SKF sites in India. Of this, physical Power Purchase
Agreements (PPAs) contributed 49 GWh.

In 2024, SKF signed a 15-year agreement (Fixed Price REC strip)
with Fourth Partner Energy Private Limited for a portion of the
International Renewable Energy Certificates (IRECs) generated
from a newly built 70 MW solar farm located in the northern
Indian state of Uttar Pradesh. What makes this agreement
unique is the provision to switch to a PPA when it becomes
more commercially viable, thereby offering SKF full flexibility.

This agreement began delivering IRECs in 2025 and will
enable SKF to meet 100% of its annual electricity consump-
tion at its Indian facilities with renewable electricity.

9452.

Example 8:

12 Year REC strip agreement for Solar Electric-
ity in the USA

In 2024, SKF signed a 12-year agreement with Clearway
Energy Group (Clearway) for a portion of the Renewable
Energy Certificates (RECs) generated from a 452 MW solar
farm currently under construction in Kent County, Texas, USA.

This agreement starts to deliver RECs in 2026 and will enable
SKF to supply 100% of its annual electricity consumption in its
U.S. and Canada facilities with renewable electricity.

13...

Example 9:

15 Year VPPA for Solar

Electricity in Europe

In June 2023, SKF signed a Virtual Power Purchase Agreement
(VPPA) with Enel, a global energy company, to support the
development of renewable energy in Europe. This agreement
provides guarantees of origin for electricity equivalent to one
third of SKF’s European operations, sourced from Enel’s newly
built solar project in Spain which started to produce in 2024.

A 1= P

Example 10:

On-Site renewable energy generation

In 2024, SKF generated around 35 GWh of electricity from
on-site (mainly solar PV) renewable energy sources. This
includes significant installations at our operations in India,
China, Germany, Spain and France.
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Advocating for global
increases in renewable
electricity generation

SKF is an active member of the RE100 ini-
tiative, a global coalition of influential com-
panies committed to using 100% renewable
electricity. Through this membership, we
publicly reinforce our commitment to tran-
sitioning all SKF operations to renewable

Fossil fuel phase out — levers
to reduce scope 1 emissions

We make direct use of fossil fuels at the
majority of our locations around the world,
primarily fossil-based natural gas, which is
used for both building and process heating.
To meet our Scope 1 and 2 decarbonization
objective, we must reduce these emissions
from approximately 53,000 tonnes per year
in 2019 to well below 20,000 by 2030.

Our Group Fossil Fuel Phase-Out Policy
prohibits any new investment in equipment
that requires fossil fuels and mandates
that all remaining fossil fuel use be phased
out by 2030.

In support of this transition, we established
an investment frame of 300 MEUR in 2023.
This funding is to be fully allocated by
2028 and is dedicated exclusively to

electricity by 2030.

As part of RE100, we not only align with its
technical criteria—such as sourcing from
assets less than 15 years old—but also
advocate for broader systemic change by
demonstrating the business case for renew-
ables. We work alongside other RE100
members to promote policies and market
mechanisms that accelerate the global shift

toward renewable electricity. as biomethane.

ECARB

NIZED
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Example 11:

SKF Massa in Italy achieves
decarbonized status

In 2025, SKF's factory in Massa, Italy achieved decarbonized
status—a milestone made possible by the dedication of a
highly capable team and strong leadership commitment. The
journey began in 2019 with a clear roadmap, followed by a
series of targeted projects and investments aimed at electrifi-
cation of natural gas heating and significantly improving
energy efficiency.

Key success factors included the integration of energy perfor-
mance into daily management routines, continuous follow-up,
and the strategic use of digital tools for real-time energy moni-
toring and deviation detection.

This achievement highlights what’s possible when clear direc-
tion, digitalization, and team engagement come togetherin

pursuit of net-zero goals.

22

To achieve this, we are applying several
key strategic levers. These include a ban
on any future investments in plant or
equipment that rely on fossil fuels, and the
establishment of a dedicated investment
frame to support the electrification of fos-
sil-fuel-based assets or their conversion to
sustainable bio-based alternatives, such

investments required to deliver on our
overall decarbonization plan, with a partic-
ular focus on phasing out fossil fuel use.

% P

Example 12:

SKF Gothenburg — decarbonization summary

SKF’s factory in Gothenburg Sweden became the 3rd decar-
bonized facility in January 2022. This was the culmination of
several years hard work by the dedicated team in the factory.
There are multiple complementary elements that combined to
make this possible. The heating, ventilating and air-conditioning
(HVAC) system has been optimized with heat recovery,
improved insulation, better air cleanliness and air handling.
This has reduced the energy requirement for building HVAC by
around 75%. The manufacturing process energy efficiency has
also improved significantly as a result of multiple investments
and activities. In addition the site sources renewable electricity,
bio-methane, and ultra-low carbon district heat.
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Example 13:

Biomass heating at the St. Cyr facility
in France

Since 2011, most of the energy needed for building and pro-
cess heating at SKF's facility in St. Cyr has been provided by
an on-site biomass boiler, which reduces annual CO,e emis-
sions by 35%. The biomass material comes from locally
sourced biomass.

444...

Example 14:

Use of biogas derived district heat
in Luechow, Germany

SKF Luechow has formed a partnership with a local CCGT
operator that use biogas from agricultural waste to generate
renewable electricity. SKF is supplied with excess heat from
its gas turbine, for building and process heating. Annually, this
reduces CO,e emissions by around 400 tonnes.

3 B 2 boreholes

Example 15:

Geothermal heating at SKF Jinan in China

SKF’s Jinan facility has a geothermal heating and cooling sys-
tem. 300 boreholes were drilled, 100 meters deep, to drive a
heat pump system. This drastically reduces greenhouse gas
emissions related to building heating and cooling.
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Strong governance and
ownership driving execution

We have established a Sustainable Build-
ings Policy that sets clear requirements for
new buildings in terms of decarbonization
and alignment with the USGBC’s LEED 4.1
standard. As with our energy efficiency
efforts, we apply a structured and consistent
approach to ensure progress.

We monitor Group-wide progress toward
our fossil fuel phase-out target monthly. In
addition, a high-level review of performance
and future plans is conducted twice a year
by our Chief Sustainability Officer together
with each Business Area President.

SKF Scope 1 and 2 — Mitigation activities

To support the development and planning
of fossil fuel phase-out activities, we use
our Group-wide database of detailed
actions. This tool helps us assess whether
our factories, Business Areas, and the
Group have defined and planned sufficient
actions to meet our future objectives.

The anticipated relative contribution of all
the strategic levers described above
toward achieving our 2030 decarbonized
operations goal is illustrated in figure 5.

Figure 5
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4.2 Upstream purchased materials

(Scope 3, Category 1)

Our goal is to reduce upstream Scope 3,
Category 1 emissions by 32% by 2030
compared to our 2019 baseline, and to
achieve net-zero by 2050 or earlier. Reach-
ing this long-term target requires a 90%
reduction in Scope 3 emissions by 2050
with the remainder being addressed via
carbon dioxide removals.

Figure 6 illustrates our progress toward
achieving the 2030 goal.

We apply several strategic levers to achieve
our upstream emissions reduction goals.
These include improving material effi-
ciency, increasing circularity, expanding
the use of secondary materials, increasing
the use of renewable energy within our
supply chain, and adopting emerging and
new technologies to produce materials
with very low embodied carbon.

Our procurement strategy places a strong
emphasis on steel and steel components,
which represent the largest share of mate-
rials we source—both by weight and value.
In 2024, we purchased approximately
586,000 tonnes of steel and steel compo-
nents. By comparison, we sourced around
4,727 tonnes of rubber, which is also a crit-
ical material for us, used in finished seals
or as a raw material in seal production.

Product carbon footprint studies for bearing
materials and components have shown
that the embodied carbon in the steel we
purchase accounts for roughly 70% of the
total emissions generated across our value
chain—from raw material extraction to the
delivery of finished products to our cus-
tomers. As a result, we have prioritized the
decarbonization of our upstream steel
value chain, and most of our current mea-
sures are focused in this area.

Scope 3, Category 1 development Figure 6
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As we make progress in decarbonizing
steel, we plan to extend our efforts to other
key purchased materials and components.
A more detailed exploration of each of
these strategic levers is provided below.

Increasing the use of secondary materials

Producing virgin steel—primarily from
reduced iron ore—is significantly more
carbon intensive than producing steel from
re-melted scrap. That's why increasing the
use of scrap-based steel production is a
key lever in reducing our direct material
(Scope 3, Category 1) emissions. Our Busi-
ness Areas incorporate this priority into
their steel sourcing roadmaps. Currently,
approximately 54% of the total volume of
steel we source comes from scrap-based
steel, and we expect this share to increase
significantly in the coming years. While we
recognize the importance of increasing
scrap utilization as part of the global tran-
sition to low-carbon steel, we also
acknowledge that limited scrap availability
relative to global demand means this is
only one of several necessary measures.

Expected contribution of strategic levers
to the achievement of S3, C1 2030 goal

Increased use of renewable energy
in the supply chain

We actively promote the use of renewable
energy among our suppliers to help reduce
the carbon intensity of their production
processes and the products they deliver to
us. Our sustainability standard for suppliers
outlines our expectations for evaluating
and adopting renewable electricity. We also
support our suppliers in developing renew-
able energy sourcing strategies through
training and other forms of engagement.

Use of emerging and new technologies

Given the dominant role of iron and steel
production in our total upstream greenhouse
gas emissions, we focus on emerging tech-
nologies that can drastically reduce these
emissions—often referred to as green steel
technologies. We are actively involved in
the development and evaluation of such
solutions with selected partners, including
voestalpine (hydrogen-reduced iron) and
Ovako (Electric Arc Furnace using 97%
recycled content and powered by renew-
able electricity).

The relative contribution of these strategic

levers toward achieving our 2030 mid-term
net-zero objective is summarized in figure 7.

Figure 7
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Shadow Carbon Pricing

As an additional step to drive change in
this area, we introduced an internal
Shadow Carbon Price (SCP) policy in
2024. This policy is intended to help us
internalize the environmental cost of steel
and steel components within our supply
chain. The SCP is calculated and applied
to influence supplier selection in major
direct material sourcing decisions, sup-
porting our efforts to reduce embodied
emissions and prepare for regulations
such as the Carbon Border Adjustment
Mechanism (CBAM).
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Example 16:

Example 17:

SKF and steel supplier Ovako reach
milestone in journey towards net-zero
bearing production

In October 2022, SKF and the swedish steel producer Ovako
announced the production of Spherical Roller Bearing (SRB)
with 90% less emissions than its standard SRB bearing.

The bearing is manufactured in SKF’s decarbonized factory in
Gothenburg and uses recycled steel from Ovako’s Hofors mill

SKF in collaboration to speed up
development of fossil-free bearing steel

In October 2021, SKF announced its collaboration in the devel-
opment of fossil-free bearing steel with Lule& University of
Technology’s CH2ESS initiative. As part of the collaboration,
SKF will participate in and fund research within hydrogen use
in industrial processes and energy systems, speeding up the
development of fossil-free bearing steel.

which runs on 97% fossil free energy.

H-DORI

Example 18:

SKF and voestalpine reach
milestone to decarbonize
bearing production utilizing
H-DRI produced steel

In collaboration with voestalpine Wire
Technology, we have successfully pro-
duced the first prototype bearing made
from steel containing hydrogen direct
reduced iron (H-DRI). This marks a signifi-
cant breakthrough in our efforts to decar-
bonize bearing production, as H-DRI is a
low-emission alternative to conventional
iron ore-based steelmaking. This innovative

approach is crucial for making steel

production more sustainable in the future.

Since 2022, we have been working
together to explore the possibilities of

using H-DRI steel for bearing applications.

By utilizing H-DRI steel, we aim to meet
the growing demand for green steel and
contribute to global efforts to combat
climate change. The prototype Spherical
roller bearing was handed over to
voestalpine Wire Technology at our factory
in Steyr, Austria in June 2024. These
bearings can be used in various industries,
including marine, pulp and paper
production, mining, and construction.

This collaboration exemplifies our commit-
ment to transforming ideas into actions
towards a more circular industrial develop-
ment and decarbonizing the steel industry
with confidence.
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Communication of SKF’s
requirements and expectations
to suppliers

Our Sustainability Standard for Suppliers
outlines clear expectations and require-
ments to support our environmental and
climate goals.

Suppliers are required to provide SKF with
scope 1, 2, and 3 (upstream) emissions
data in CO,e for the materials and prod-
ucts supplied. This data must be reported
in accordance with SKF's Greenhouse gas
reporting supplier guideline, following the
Greenhouse Gas (GHG) Protocol. Suppliers
are encouraged to procure renewable elec-
tricity and must follow the GHG Protocol
for their scope 2 reporting requirements.
SKF does not accept the purchase of car-
bon offsets or climate compensation to
reduce supplier scope 1, 2, or 3 impacts.

Additionally, suppliers of steel and steel
products must achieve specific certifica-
tions or targets by 2030, such as Respon-
sible Steel certification, SBTi approved
targets, or delivery of low embodied car-
bon steel according to the SteelZero defi-
nition. All suppliers are expected to set
reduction targets aligned with SKF’s goals,
prioritize energy and material efficiency
and source renewable or low carbon
energy. They must also share planned and
completed actions towards these targets
upon SKF’s request. Energy management
is another key requirement, with suppliers
needing to monitor and manage their
energy performance, set goals for
improved energy efficiency, and provide
relevant details to SKF when requested.
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Improving material efficiency
and increased circularity

We have been working on all aspects of
material efficiency in our operations and
supply chain for many years. This work is
driven both by the environmental impera-
tive and by the need for cost efficiency in
a competitive market. It covers areas such
as improved process control and quality,
leading to the avoidance of scrap. We also
focus on optimizing component design
and tolerancing to minimize the amount of
material that needs to be removed before
arriving at the finished product. Where fea-
sible, we utilize alternative process routes
that allow near-net shape components to
be produced.

Our focus on developing solutions that
support the circular economy also helps
reduce upstream direct material emissions
in several ways. One example is the
increased use of remanufacturing. This
enables bearings that might otherwise be
scrapped and replaced to be put back into
service, avoiding emissions that would
have been generated in the production of
new bearings—both in our upstream value
chain and within our own operations.

Advocating for a decarbonized
steel industry

Decarbonizing the global steel industry is
an immense challenge due to the sector’s
heavy reliance on carbon-intensive pro-
cesses and the sheer scale of global steel
production. The transition requires signifi-
cant technological advancements, sub-
stantial financial investments, and coordi-
nated efforts across the entire supply
chain to achieve meaningful reductions in
greenhouse gas emissions.

In facing this challenge, it is important to
be realistic about how much influence
SKF, as a single company, can have acting
on our own. We are already working with
our suppliers to improve energy and car-
bon efficiency and will, as part of our over-
all supplier selection and development
approach, give preference to those suppli-
ers who take a proactive approach. How-
ever, SKF represents only a small percent-
age of total demand for our steel suppliers.
There are limitations to our influence on
the supply chain by working unilaterally
with our suppliers and sub-suppliers.

Addressing these issues, therefore, must
include working with other industrial steel
consumers to advocate for short, medium
and long-term structural changes that will
decarbonize the steel industry. In practical
terms, we are doing this by being active
members of SteelZero and the Responsible
Steel Initiatives.

SteelZero is a global multi-stakeholder ini-
tiative formed by the Climate Group with a
similar concept to RE100 for renewable
electricity. It brings together leading orga-
nizations to speed up the transition to a
net-zero steel industry. The overall aim of
the initiative is to achieve this before 2050.


https://cdn.skfmediahub.skf.com/api/public/0942b9b48770c63f/pdf_preview_medium/0942b9b48770c63f_pdf_preview_medium.pdf

The SteelZero initiative was established in
2020. SKF was one of the first global
industrial companies to join. We intend to
use our influence to encourage both cus-
tomers and suppliers to consider joining

— thus taking the lead in advocating for a
decarbonized steel industry. While the aim
of SteelZero is to achieve net-zero global
steel production by 2050, companies sign-
ing up to the initiative must also commit to
interim 2030 goals. These are included in
SKF’s interim goals, as defined below.

By 2030, we will ensure that at least
50% of all sourced steel is either;

» Steel from a site whose corporate owner
has publicly declared near- and long-term
emissions reduction targets, validated
by the Science Based Targets initiative
(SBTi) or equivalent.

» Steel that meets the ResponsibleSteel
Decarbonisation Progress threshold
level 2 for “Lower Emission Steel” or an
equivalent international standard - see
explanation in figure 8.

This can be achieved by each criterion or
by a combination of them.

The Responsible Steel initiative is a global

multi-stakeholder initiative which works to
address overall sustainability challenges

ResponsibleSteel Decarbonisation Progress Levels

within the steel industry (including climate
change) through the development and
deployment of certification standards for
the various actors in the steel supply chain.

The initiative is playing a crucial role in the
decarbonization of the steel industry by
establishing comprehensive sustainability
standards and certification processes.
These standards encompass various
aspects of environmental, social, and gov-
ernance (ESG) criteria, ensuring that steel
producers adhere to practices that signifi-
cantly reduce their carbon footprint. By
promoting transparency and accountabil-
ity, the initiative encourages steel compa-
nies to adopt cleaner technologies and
more sustainable production methods.

One of the key strategies of the Responsi-
ble Steel Initiative is to foster collaboration
among stakeholders across the steel sup-
ply chain. This includes steel producers,
consumers, and other industry partici-
pants who work together to drive innova-
tion and implement best practices. The
initiative also supports the development
and deployment of low-carbon technolo-
gies, such as hydrogen-based steel pro-
duction and electric arc furnaces powered
by renewable energy. Through these
efforts, the Responsible Steel Initiative
aims to accelerate the transition to a net-

zero steel industry, contributing to
global climate goals and ensuring a
sustainable future for the sector.

Additionally, the Responsible Steel Ini-
tiative has developed a standard to
define steel producer Carbon perfor-
mance levels. This standard provides
clear guidelines and benchmarks for
measuring and reporting the carbon
intensity of steel production. It includes
criteria for various production methods,
such as the use of recycled materials,
renewable energy sources, and innova-
tive technologies that reduce green-
house gas emissions. By setting these
standards, the initiative helps steel
producers to identify and implement
the most effective strategies for reduc-
ing their carbon footprint, while also
providing a framework for consumers
to make informed choices about the
sustainability of the steel products
they purchase. The standard was
developed in 2022/2023 and SKF was
an active member of the stakeholder
reference group.

A key element of this standard is the
standardised definition of steel supplier
progress towards decarbonisation, taking
into account the % of scrap used to
produce the steel, as shown in figure 8.

Figure 8
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By evaluating performance in this way, the
challenge of limited scrap availability vs.
demand and therefore the need to address
also virgin steel decarbonization is
addressed in a pragmatic way.

We also collaborate closely with the
ResponsibleSteel initiative and SteelZero,
engaging in events and other advocacy
efforts alongside stakeholders from across
the steel value chain, governments, and
civil society to promote the measures
needed for a decarbonized steel industry.

A recent example of our direct advocacy
took place during New York Climate Week
in October 2024, where our CTO, Annika
Olme, participated in several panel discus-
sions, including one focused on the readi-
ness of supply chains for the low-emis-
sions steel market.

Another example of our advocacy was our
support for an open letter organized by the
Industrial Transition Accelerator ahead of

COP29 in Azerbaijan. The letter, addressed

CLIMATE
WEEK

°CLIMATE GROUP
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to government leaders, called for urgent
policy action to stimulate demand for
green industrial materials, chemicals, and
fuels. It emphasized the importance of tar-
geted policies to drive investment and
accelerate the construction of green facili-
ties, noting that uncertain demand and a
lack of incentives to purchase green prod-
ucts are slowing progress in industrial
decarbonization.

The letter specifically advocated for poli-
cies that level the playing field between
green and carbon-intensive products,
ensuring market predictability and com-
petitiveness for low-carbon materials. It
also called for financial support mecha-
nisms to bridge the price gap between
green and conventional commodities,
encouraging buyers to choose more sus-
tainable options. The goal is to unlock
significant investment in green industrial
projects, enabling the decarbonization of
high-emitting sectors such as steel,
cement, and aviation, and aligning with
global climate targets.

SKF’s CTO - Annika Olme
speaking on steel decarbonization
at New York Climate week



4.3 Upstream fuel and energy related
activities (scope 3, category 3)

These greenhouse gas emissions result
from activities that occur prior to energy
generation, as well as from the distribution
and transmission of the energy used in our
operations. These activities include the
extraction, processing, and transportation
of fuels used in power stations, along with
emissions from transmission and distribu-
tion. The impact of these emissions is sig-
nificant, amounting to approximately
60,000 tonnes in 2024.

We aim to reduce these emissions through
three strategic levers:

First, we are increasing the sourcing of
renewable energy by transitioning away
from fossil fuels. This helps reduce the
upstream impacts associated with
extraction, processing, and transportation,
which represent the largest share of these
emissions. At the same time, as part of our
decarbonized operations programme, we
are reducing energy demand by improving
the energy efficiency of our operations.

Second, we are addressing emissions from
power generation, distribution, and trans-
mission equipment by collaborating with

customers in relevant sectors. For example,
we are supporting the cement and steel
industries in their decarbonization efforts
by providing solutions that help avoid
waste and emissions.

Third, we actively engage in multi-stake-
holder initiatives such as SteelZero and
RE100. Through these platforms, we pro-
mote and advocate for the systemic
changes needed to achieve substantial
emissions reductions across these
industries.
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4.4 Logistics (scope 3,

Our goal is to reduce this category of
emissions by 35% by 2030 compared to
2019 levels, and by 90% by 2050.

We have been measuring, publicly report-
ing, and actively working to reduce these
emissions since 2011. Achieving our reduc-
tion targets will require both direct actions
from us and broader industry-wide changes,
which we continue to advocate for. Our
performance to date is summarized in
figure 9.

category 4)

Scope 3, Category 4 development Figure 9
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We focus on reducing transportation-
related greenhouse gas emissions across
four main areas:

Air freight avoidance

Air freight generates approximately 30 times
more greenhouse gas emissions than rail
for transporting the same volume over the
same distance. This is clearly illustrated in
figure 10, which reflect actual 2024 data
from our logistics operations. Although only
1% of the total tonnes shipped were trans-
ported by air, this accounted for more than a
quarter of all logistics emissions.

2023

2024

It is for this reason that we published an
air freight avoidance policy in 2024. The
policy aims to minimize the use of air
freight for both inbound and outbound
transportation. We require that alternative
transport modes—such as sea, rail, and
road—are evaluated and used whenever
feasible. Any planned air freight must be
approved by the Business Area President
or a delegated person. In the case of
unplanned air freight, which may be nec-
essary in urgent situations, it must be
approved by the relevant Sales Unit Man-
ager or Factory Manager, and we are
expected to address the root causes
behind its use.

Figure 10
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Regionalization

We are also running a major strategic ini-
tiative to rebalance our manufacturing and
supply chain footprint. The goal is to posi-
tion our factories and warehouses closer
to our customers, and our suppliers closer
to our factories. This approach increases
speed and flexibility, reduces cost and risk,
and minimizes the carbon impact of trans-
portation. We have made strong progress
with this strategy over the past five years,
but there is still more to be done.

Decarbonizing transports

Within each mode of transport, it is possi-
ble to select environmentally sound tech-
nologies—for example, trucks equipped
with efficient engines that produce lower
greenhouse gas emissions, or electrically
driven trucks.

We will continue to work closely with our
logistics providers to prioritize transporta-
tion modes that offer lower—and ultimately
zero—carbon impact, wherever possible.

D0 %
O localization

Example 19:

Increasing localization in India

Localization is an important element of our
approach towards the decarbonizing of
logistics. This involves using suppliers that
are geographically closer to our factories,
and optimizing our manufacturing foot-
print so that our factories are nearer to
our customers.

Over the past three years, our team in SKF
India have increased localization from 25%
to approximately 55%. This initiative has
reduced transport lead times by 45-60
days, enhanced availability for our local
customers, and resulted in significant
transportation and CO,e savings. For
example, our work in localizing component
supplies (moving from European to Indian
suppliers) results in logistics related CO,e
savings of between 55 and 65%.

Optimizing transportation

Once the most effective mode of transpor-
tation has been selected, optimizing its
use from both a cost and emissions per-
spective is a key part of our approach. For
example, maximizing fill rates—the per-
centage of available capacity used—in
trucks and shipping containers helps
reduce transportation-related emissions.

Advocating for a decarbonized
logistics industry

We will continue to take unilateral actions
such as minimizing air freight, increasing
rail freight, and reducing long-distance
transportation by locating closer to our
customers and suppliers. However, these
measures alone will not be sufficient to
achieve net-zero emissions. A broader
transformation across the logistics industry
is essential. Decarbonizing land, sea, and
air transport presents a major challenge,
requiring significant investment and a fun-
damental overhaul of existing infrastruc-
ture. Few experts believe that the aviation
sector can be fully decarbonized by 2050

without relying heavily on carbon offsetting.

By setting clear goals for our logistics part-
ners, we aim to signal our support for this
transformation. As with the steel industry,
our voice must be joined with those of
other businesses and stakeholders to drive
the necessary changes. We are a member
of the Network for Transport Measures
(NTM), which promotes and develops envi-
ronmental initiatives in the transport sector
and supports a common, widely accepted
methodology for emissions calculation,
resource use, and improvements in goods
and passenger transport.

The anticipated contribution of each of
these levers by 2030 is summarized in
figure 11.

Relative contribution of strategic levers Figure 11
to the achievement of S3, C4 2030 goal
120
100 -15
65
Q
Q(b
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6% ...

Example 20:
China

SKF China “1st Mile” decarbonized transportation for distribution
went live in January 2025, in cooperation with DB Schenker. SKF
branded hydrogen trucks were deployed for first leg pick up from
SKF warehouse to DB Schenker cross-docking warehouse. These
trucks replace traditional diesel engine trucks. Additionally,

with improved pick-up planning, distribution network, enhanced
utilization of loading docks, the truck fill rates improved, the num-
ber of trips decreased by more than 20%, thereby heavily reducing
cost and achieving an overall CO, reduction of more than 60%
compared to previous set-up.

298...

Example 21:

Sweden

SKF, Scania, and LOTS Group launch one of Europe’s longest
routes for electric vehicles

The initiative creates recurring round trips with guaranteed vol-
umes and high vehicle utilization across the entire value chain. By
focusing on efficiency, the project shows that sustainable logis-
tics is not only environmentally friendly but also cost-effective.
This new route will significantly reduce emissions with a goal of
achieving a 97% reduction in carbon dioxide emissions (WtW). At
the same time, transport flow efficiency will be improved as 85%
of the vehicle’'s annual mileage will be with a full load. The entire
route will be in total 221,000 km per year, resulting in a saving of
approx 298 tonnes of CO,e emissions, which is equivalent to the
CO,e emissions of 210 passenger cars over a year.

tonnes

Example 22:

France

SKF Logistics in EMEA has taken a significant step toward reducing
its carbon footprint by electrifying its shuttle operations. In partner-
ship with carrier XPO, electric shuttles now transport goods between
the external service stock warehouse and the SKF Saint Cyr factory.
With 5 to 6 rotations daily over a 20 km route, this initiative covers
up to 120 km per day using zero-emission vehicles — saving around
20 tonnes of CO,e annually.
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4.5 Business travel
(Scope 3, Category 6)

We work to reduce emissions from business
travel in two main ways. First, by promoting
virtual meetings as an alternative to physi-
cal ones and investing in the necessary IT
infrastructure. Second, we encourage
employees to use more carbon-efficient
modes of transport through our Group travel
policy and online travel booking tools, wher-
ever feasible.

We emphasize the importance of question-
ing the necessity of business travel across
the organization, advocating for its use only
when virtual alternatives are not viable.
When travel is necessary, we highlight the
importance of selecting lower-carbon trans-
port options.

In 2024, Group Management approved a
new KPI to measure and track emissions
from business travel. The KPI is defined as
tonnes of CO,e from business travel (flights)
per number of white-collar employees.
Since white-collar employees account for
the majority of business travel, we will
introduce an annual target to improve this
KPI by 5% per year.

Scope 3, Category 6 development Figure 12
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4.6 Emissions from
use of sold products
(Scope 3, Category 11)

As part of our SBTi-approved net-zero goal,
we report on downstream greenhouse gas
emissions resulting from the use of our
products and services (Category 11). This
reporting focuses specifically on directly
powered electrical systems that we deliver
to certain customers—primarily magnetic
bearing and electric motor systems, as
well as lubrication systems.

These systems often enable improved
energy efficiency for our customers, as
illustrated in example 23.

There is not yet a widely adopted frame-
work for the accounting of avoided emis-
sions achieved by solutions of this kind,
they are and will in future play a signifi-
cant role in reducing emissions.

Noting this limitation in reporting, but con-
sidering that these systems directly con-
sume electricity, the associated emissions
are reported under Scope 3, Category 11.
Assuming the global average electricity
emission factor and allocation factor to
account for the energy used by our prod-
ucts, we estimate that they result in direct
use-phase emissions totaling around 1 mil-
lion tonnes CO,e annually.

While we continually work to further
improve the energy efficiency of these sys-
tems, the main lever for reducing the
related emissions is the utilization of
low-carbon and renewable electricity by
the customers and end-users buying and
operating the systems. This is beyond our
control, although we actively promote a
transition to decarbonized power through
participation in the RE100 initiative for
example. As these power sector decarbon-
ization efforts continue, emissions can be
anticipated to be reduced accordingly.
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Example 23:

Energy and carbon savings enabled by SKF’s magnetic
bearing technology

For its capacity increase, our factory in Compared to chillers with traditional

XinChang China, installed state-of-the screw compressors installed at the

art electric chillers with SKF magnetic same factory only three years ago, they

bearings. Their high efficiency gets them  will save more than 60,000 MWh over

a top rating by the China Energy Conser- their life span. With the current average

vation Program. carbon intensity of electricity generation
in China, this represents more than
35,000 tonnes of avoided CO,e in the
lifetime of the machines.



5 Governance, follow-up

and reporting

We take an integrated approach to the gov-
ernance of sustainability topics, including
climate and our net-zero ambition.

Our Board of Directors has established a
Sustainability and Ethics Committee to
ensure increased focus on sustainability
matters. This committee oversees our
strategy related to ethics and sustainabil-
ity, including climate change. Its responsi-
bilities include reviewing, monitoring, and
staying informed on our strategic objec-
tives, initiatives, and their implementation
for sustainable development. This includes
mitigation and action on climate related
impacts, risks, and opportunities, as well
as monitoring progress against externally
communicated sustainability targets—
such as those outlined in this document.

Our sustainability work is operationally led
by the Chief Sustainability Officer (CSO),
who reports directly to the CEO and is part
of our Group Management team. We also
have a Sustainability Steering Group, con-
sisting of the CEO, CFO, CSO, CTO, and
Head of Sustainability, which meets
bi-monthly to discuss emerging sustain-
ability actions, events, and expectations.
This promotes a proactive and leading
approach to sustainability.

The Head of Sustainability is responsible
for ensuring that all relevant aspects of
sustainability are addressed and inte-
grated into operations and activities
across the Group, in line with our adopted
policies, strategies, and targets.

These structures support the integration of
sustainability into our business practices,
processes, operations, and staff functions.

i)
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We have established several decision-
making bodies that govern specific sus-
tainability-related areas, including oversight
and monitoring of Group climate targets
and strategies.

Responsibility for actual performance
against the climate targets and strategy
deployment lies with the line organization
and is driven by the respective Business
Areas, Business Units, or country organiza-
tions, with direction and coordination from
Group Sustainability and various formal
cross-functional decision-making bodies,
working groups.

High-level reviews are conducted every
six months between the CSO and each
Business Area President, along with their

——
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relevant teams. These reviews focus on
tracking progress against strategic targets
— including those described in this docu-
ment — and addressing any performance
or planning gaps.

You can find more details on the actual
performance, strategy and other aspects
of SKF’s approach to Climate — such as
adaptation, the related opportunities for
business growth in the Sustainability
section of SKF’s Annual Report.

Note that the Annual Report includes the
quantitative data and qualitative informa-
tion summarized in this document, and
that all this information has been reviewed
and audited according to limited assur-
ance by our 3rd party auditors.
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6 Conclusion and next steps

We hope this document conveys our
long-established, comprehensive,
and pragmatic approach to climate
change mitigation.

In it, we have outlined how our detailed
strategic plans to achieve our goals have
been developed and continue to evolve.
We also provide updates on the status of
these plans and are pleased to report that,
as of 2024, we are on or ahead of target for
the majority of our SBTi-approved goals.
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This progress reflects the continued focus
and drive across our business, significant
investments in both capital and human
resources, and the energy and commitment
of our employees around the world.

We remain convinced that this is the right
course of action—from both an ethical and
business perspective—and we look forward
to keeping our stakeholders informed as
we continue our journey toward net-zero.
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