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Why has the CAT updated its rating methodology?

When the CAT started in 2009, we rated ONLY a government'’s targets against what would contribute
a ‘fair share.’ Since then, many things have changed. The Paris Agreement has been adopted, we better
understand what needs to be done, and yet at the same time, global emissions have continued to rise.

With limited action to reduce emissions so far, the remaining carbon budget is much lower than it
used to be 10 years ago and it's now necessary that all countries immediately get on track for full
decarbonisation to meet the Paris Agreement 1.5°C temperature goal.

However, according to many fair share assessments, it would be considered fair that some countries
continue emitting at high levels. We are now in a situation where these countries can no longer follow
a high emissions path, but other, richer countries do need to help them to rapidly decarbonise.

We've also seen thatit's not only targets that matter, but the policies that governments putin place to
meet those targets. The CAT not only evaluates government targets, but we also provide an estimate
of countries’ emissions given implemented action (current national policies)' and now integrate this
information in our rating.

This year, we've expanded our rating system to take a more granular look at what governments are
doing at the national level. Our new analysis and rating system provides a much more informative and
complete assessment of climate action in each country. It not only looks at targets but also at real
action and disentangles what part of the action should be done within the country or outside, with or
without support from others.

2 Whatis the new CAT rating method designed to tell us?

The CAT's new rating method evaluates a broad spectrum of government actions to reduce greenhouse
gas emissions in line with the Paris Agreement temperature limit.

Governments should commit to reducing their own emissions and follow through on those
commitments by implementing policies that reduce emissions to meet those targets. These actionsin
a country can be assessed against what is realistic and necessary from a physical and economic basis,
usually a globally cost-efficient perspective.

However, for many countries, what is realistic either falls short of what would be expected of them
based on principles of fairness, or is beyond what is possible with domestic resources alone. Fair share
principles mean that governments need to support each otherin achieving the global mitigation goals.

Our new assessment framework therefore combines both fair share and cost-efficient mitigation
perspectives to assess the different components of government actions.

Wwith this framework we’re able to identify whether:

P Government promises for action in their country are ambitious with respect to global least-cost
mitigation pathways, acknowledging that most developing countries will need support to
achieve this level.

P Government promises for action in their country with their own resources and, if relevant, the
financing of action abroad represent a fair contribution to global efforts.

P Governments are providing sufficient support to others OR are making plans to use support
provided by others.

P Governmentsare puttingin place real policies and actionin line with global least-cost mitigation
pathways and are on track to meeting their promises.

1 We consider as ‘current policies’ those that are likely to have an effect on greenhouse gas emissions. Usually they are adopted by the
government and there are also signs that they are in the process of being implemented.
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Here we explain in detail the basis for each of these evaluation systems, how we apply them to
individual countries, and how the different rating components are brought together to define the
overall CAT rating.

The CAT continues to focus its rating on mitigation efforts but recognises that adaptation and support
for adaptation and loss and damage are also vital in meeting the Paris Agreement.

3 Whatis the new rating based on?

The CAT uses two key concepts as the basis for our evaluation of country efforts: fairness, and
necessary emissions reductions to meet the Paris Agreement’s 1.5°C temperature limit.

m Fairness

To assess fairness, we integrate a range of fair share principles to establish the CAT fair share rating
system. Effort-sharing principles include concepts of:

P Historical responsibility for past emissions
The capacity to pay for emissions reductions
Potential for reducing emissions

Sharing emissions on an equal per capita basis

vV v v Vv

The need for sustainable development.

The CAT fair share rating approach combines quantitative assessments from the literature, supple-
mented with our own calculations. We developed the approach for the IPCC Fifth Assessment Report
(Clarke et al.,, 2014; Hohne et al,, 2014) and have since refined it. This year, we've included some new
studies in our literature database and modified how we calculate the fair share ranges — see here for
a detailed description.

The CAT Ffair share framework defines allowed emissions for each country that, when applied by
all countries within a global system, would result in specific warming levels. This allows us to give a
fair-share temperature rating for countries’ efforts in reducing emissions.

1.5°C compatible fair share emissions allocations for developed countries can be very stringent, and
if met through domestic action alone, would imply rapid reductions to around zero in the next decade
or less. Developed countries are therefore much more likely to meet their fair share emission
allocations by a combination of domestic action and international financial support for mitigation
abroad.

Conversely, for many developing countries, their fair share emissions allocation will exceed where
their emissions need to be for full decarbonisation aligned with the 1.5°C warming limit, meaning that
they should be supported to develop with low emissions and to decarbonise at the pace necessary.

To meet the Paris Agreement 1.5°C temperature goal, all countries need to reduce their emissions
to collectively meet global net zero around mid-century. This means it would usually make more
sense for developed countries to fulfil their fair shares through a combination of 1.5°C compatible
domestic action and the provision of substantial support for emission reductions in developing
countries.
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m Modelled domestic pathways

We have therefore now added an additional reference framework to our assessment that explores
what a government would need to do in a world where emissions are reduced in a globally cost-

effective manner.

For the CAT rating system, we downscale the regional

results of integrated assessment model, global

least-cost scenarios from the IPCC to the national level, based on each countries’ economic structure,
GDP, and population. We call these downscaled scenarios ‘modelled domestic pathways’. See here

for more details.
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Figure 1 Additional mitigation obligation for developed countries to go beyond their modelled domestic pathway
and meet their fair share through additional domestic mitigation and / or supporting others to reduce emissions.
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The CAT now uses both perspectives — fair shares and modelled domestic pathways — to evaluate
countries policies, actions, and targets in a more comprehensive manner.

To complete the picture, we also look at the support provided by richer countries to those that
need it. Under the Fair share rating, many developed countries would need to achieve very stringent
emissions reductions to be rated as Paris Agreement compatible, so stringent that these reductions
are considered highly unlikely, or unviable.

On the other hand, other countries, such as The Gambia, Ethiopia, or Kenya, are given a good fair
share rating despite continued, or rising, emissions that are inconsistent with the need to reduce
global emissions rapidly. Those countries need support to reduce their emissions, but should never-
theless still be orienting their actions and targets toward full decarbonisation.

The CAT evaluates each of these components (policies, targets, and support) separately and then
combines these into a single rating with an explanation of what the country needs to do to improve
its rating.

4 Rating components

A country’s climate action has many components; different types of targets and policies put in place,
depending on the national circumstances and emissions sources. Combined with our two rating
frameworks, this gives us several elements that make up our rating, providing a detailed overview of
what is happening in each country.

In all cases we rate targets and policies, but we rate them slightly differently depending on whether -
and how much - support is likely to be needed by a country to reach full decarbonisation.

m Policies and action

Policies and action refer to what is actually happening in a country to reduce emissions — what
emissions levels do we expect if all current policies are fully implemented? Policies and action are
important because they tell us:

P If agovernment is following through on its promises
P Where emissions are actually heading
P If a country is already achieving its promises and could strengthen them further.

We rate a government’s policies and action against the framework that is most favourable to it -
fair share or modelled domestic pathways. We do this because those who can do more with their
own resources should, but we don’'t expect countries to do more than their fair share without
appropriate support.

m Domestic and internationally supported targets

We evaluate targets for what countries want to achieve within their own borders, some with interna-
tional support, against our modelled domestic pathways. Depending on whether a country needs
support to fully decarbonise, we perform this evaluation slightly differently.

Domestic targets: For countries that should be supporting others, or can do it alone, we evaluate
the domestic part — what the country will do on their own territory - of its Nationally Determined
Contribution (NDC), submitted under the Paris Agreement. If an NDC doesn’t specify that part of the
emissions reduction target is to be achieved outside the country’s own borders, we assume that the
NDC target is domestic only.
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Internationally supported targets: For countries that need to receive support to fully decarbonise,
we evaluate the conditional NDC: what a government plans to do if it receives international support.
Countries that don’t have a conditional NDC are rated using their unconditional NDC and are
encouraged to develop a conditional NDC, outlining the support they need.

The modelled domestic pathway-based target ‘temperature’ rating reflects the warming we would
expect if all countries’ targets fell on an emissions pathway consistent with limiting warming to
that level in a globally cost-effective way. ‘Globally least-cost’ means that, in the model, emission
reductions are achieved wherever they are cost effective to do so, in a way that minimises the total
global cost of meeting a climate target using whatever metric is applied in specific models.

Global least-cost scenarios do not entail equal marginal or relative costs for all regions and countries
(Bauer et al., 2020). It's therefore important to also look at how countries can share costs and how
they can do so fairly, taking into account measures such as capability and responsibility, which is what
we do in our next step.

m Fair share target

Here we evaluate a government’s international target - what it has promised to do with its own
resources within its own territory or outside — against our fair share pathways.

When a country’s fair share 1.5 pathway is much more stringent than the modelled domestic pathway,
usually the case for developed (Annex 1) countries, it can be difficult for that country to reduce
emissions fast enough to meet the 1.5 fair share target. If it can’t meet the fair share goal within its
own borders, it at least needs to meet a goal consistent with the 1.5 modelled domestic pathway.
Then, to make up its fair share, it should fund and support emissions reductions elsewhere, ether as an
internationally achieved part of their target? or through direct financial transfers. If a country wants
to go beyond its least cost domestic pathway at home and reduce its finance support obligations
abroad, that may also work, but many countries are unlikely to be able to make the full emission
reductions required for their fair share contribution in this way.

A government may choose to work with others through bilateral agreements to achieve emissions
reductions jointly, or it can provide climate mitigation finance. Some governments have made
promises to reduce emissions at home and pay for concrete emissions reductions elsewhere, to use
towards their reduction targets. (e.g., a country wants to reduce 50%, of which 30 %-points are to
be achieved at home and 20 %-points through bilateral agreements). We then rate these combined
components against the fair share pathways. In the next step, we evaluate climate finance provided
through direct financial transfer.

Many developing country government targets specify what it will do at home under its own resources,
often referred to as an ‘unconditional target’. We rate this target against the fair share pathways as
this provides its fair contribution.

The fair share ‘temperature’ rating reflects the warming we would expect if all countries were to
meet targets with a similar level of effort as defined by the fair share pathways.

2 International allowance transfers or offsets would only be Paris compatible in the rare cases that they move the originating countries
emissions well below what the country would have to achieve with own resources.
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m Climate finance

A government whose fair share obligations are difficult, or even impossible, to meet with its target
isexpected to meetits fair share internationally through funding and supporting emission reductions
in other countries through direct financial resources. We include here only the direct financial
transfers; the implied transfers accounted against the reduction target are already covered under
the fair share target.

We assess four aspects of climate mitigation finance provided:

P Absolute contributions — how much finance has a government provided in relation to its fair
share obligations?

Contribution trends — are the government’s contributions increasing through time?

Future commitments - has the government committed to providing (more) finance in the
future?

P Overseas fossil fuel finance — has the government stopped investing in overseas fossil fuel
projects?

Read more about our methods for rating climate finance and see detailed results here.

As noted above, the CAT rating system evaluates mitigation actions only. It is essential that countries
also provide adequate climate finance for adaptation and loss and damage, but we do not currently
have a methodology for assessing that.

m Net zero targets

Net zero targets are important — they can be used by governments to signal their intent to full decar-
bonisation. But, as always, the devil lies in the detail: a net zero target can range from being robust to
just masquerading as ambition.

We provide an assessment of the comprehensiveness and transparency of governments’ net zero
targets as part of their complete climate action efforts. We have developed a ten-step ‘good practice’
evaluation methodoloagy that looks at the scope, architecture, robustness and transparency of
government net zero targets.

However, a country’s net zero target doesn’t affect its overall CAT rating as it is near-term efforts that
will be decisive in meeting the long-term goals. Without a strong near-term target, a country is highly
unlikely to be able to meet its net zero target. 2030 is the key date.

m Land use and forestry

The CAT doesn't include land use and forestry in its main rating assessment. Emissions and removals
from forestry are of very different nature, they are very volatile from one year to the next and the
removals during biomass growth can be reversed into emissions through human activity, natural factors,
and increasingly through the effects of climate change on forests and soil carbon via more extreme and
frequent heat waves, drought and wildfire. We consider it is more important to make clear what's
happening with emissions from fossil fuels and industry rather than mixing targets with sinks through
land use and forestry. Find more explanation on why we don’t include land and forest emissions here.

However, reducing emissions from deforestation or land degradation is also important and, in some
countries, land use and forestry are a major contributor to overall emissions. We flag countries whose
land use and forestry emissions — or sinks — play a big role or might impact reaching their NDC.

We hope to provide a more detailed assessment of land use policies and targets in the future.
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WA Example countries - Japan and Ethiopia

In the figures below you can see example analyses for two countries in quite different situations —
Japan and Ethiopia.

Japan has a domestic target that we rate as “Almost sufficient”. Japan's NDC doesn’t distinguish
between efforts at home and abroad, so the same emissions level is assessed as its fair share target,
where it is rated as “Insufficient”.

Japan'’s policies and action are not yet enough to meet its 2030 target and so Japan needs to
strengthen both its target, and its policies and action to at least meet the 1.5 modelled domestic
pathway at home. Japan also needs to improve its climate finance (currently rated “Critically insuffi-
cient”) and / or work with other countries to reduce emissions abroad.

JAPAN IN 2030

Modelled pathway Policies&  Domestic Domestic Domestic  Fair Share Climate Fair Share Fair Share
temperature ranges action action gap target target gap target finance gap temperature ranges
Improvement Improvement The level of
Emissions excl. LULUCF necded in ALMOST eeded in CRITICALLY international Climate
MtCOze / year domestic SUFFICIENT domestic support that the Action
action < 2°C World target INSUFFICIENT target should Tracker
contain for
1200 - Unconditional NDC Unconditional NDC reductions YT iGHLY
borders INSUFFICIENT
1000 Bie - - - - - - - -]
PN S R— Y- S S
Improvement
needed in Fair Share
target, indudingl
internationa
600 finance / support &
1.5°C v 2°C| ALMOST
SUFFICIENT
INT
400 v
200

Overall CAT rating
2025 2030 2030

<+ Modelled domestic pathways reflects a global economic efficiency perspective with pathways for different temperature ranges derived from global least-cost models

% The grey shaded bar is an indicative representation of the amount of climate finance the country is currently providing in terms of megatonnes of carbon dioxide equivalent

Figure 2 Countries like Japan need to reach their 1.5 modelled domestic pathway with domestic targets and
policies. They then need to provide climate finance to meet their fair share.

With low responsibility for past emissions and limited capacity, Ethiopia’s emissions would not be
limited in any way from a fair share perspective. Because of this, the fair share target and policies and
action are rated as 1.5C Paris Agreement compatible.

However, under current policies, Ethiopia’s emissions would continue to increase, which is inconsist-
ent with getting on track for full decarbonisation. Ethiopia needs international support to reduce its
emissions and get its policies and action in line with the 1.5 modelled pathway. The government could
put forward a stronger conditional NDC to improve its ‘internationally supported target’ rating.
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ETHIOPIA IN 2030

Modelled pathway Internationally International Fair Share Domestic Policies & Supported Fair Share
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<+ Modelled domestic pathways reflects a global economic efficiency perspective with pathways for different temperature ranges derived from global least-cost models

Figure 3 Countries like Ethiopia easily meet their 1.5 fair share with targets and policies but need to put forward
a conditional target that outlines the additional support they need to fully decarbonise.

5 Combined rating

So, after all of the above, how do we determine an
overall rating for a country?

All aspects of climate mitigation action are important — targets, policies, climate finance. So we rate
them separately and then combine these components for all into a single ‘overall’ rating.

Some principles used for defining the final rating are:

P> Both Policies and action, and targets, are important — governments must do well on both to
get a good rating. Both are given equal weight.

P Both the fair-share and full decarbonisation perspectives are important — governments
should do well in both spaces to provide their fair contribution and get on track toward
full decarbonisation. Both spaces are given equal weight as far as possible when combining
different elements.

A government’s current policies are rated against what we expect that country to do within its borders
under its own resources. Some countries need support to advance their current policies and so we
rate their current policies according to fair-share contributions. Others can reduce emissions without
support from others and we rate those countries against what's needed for full decarbonisation.

Country targets are rated as a package — we combine the two target ratings (domestic or interna-
tionally supported target and the fair share target) by averaging. For countries with a climate finance
rating, we first combine the fair share target rating and climate finance rating - a good climate finance
rating can help to improve the fair share target rating.
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To get the overall rating, we combine these policies and targets ratings by averaging. Where a
country falls between two categories, we take the poorer rating because countries need to be acting
on all fronts to fully meet their climate contributions and get a good rating.

Finally, some countries have particular circumstances that we also take into account, such as not
specifying an unconditional target. These considerations are explained or highlighted on the country

page where relevant.

Determining an overall CAT rating

How the new Climate Action Tracker assessment framework

combines individual rating components into an overall rating for each country

L Ttages M Polides

Climate Finance
(if rated)

Fair Share target
NDC rated against
Fair Share

Domestic target Policies & action Policies & action
NDC rated against rated against rated against modelled
modelled domestic Fair Share domestic pathways

pathways

¢ The better of the two *

Average

I
{

Average

T
? The better of thetwo |

OVERALL
RATING

Figure 4 Method for determining the overall rating for a country.
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What does it take for a country to get a ‘1.5°C Paris Agreement
compatible’ rating?

Countries whose fair-share rating means they need to be both ambitious at home and support others
(usually developed countries) need to do just that. They need to:

P Set domestic targets consistent with at least the 1.5 global least cost pathways
P Implement policies that will meet those targets

P Work with other countries in achieving emissions reductions, either through bilateral
agreements or through providing climate mitigation finance.

To achieve an overall 1.5°C Paris Agreement compatible rating, these governments need to achieve a
Paris compatible rating on policies and action, domestic targets, and on international support.

Countries who will need support to fully decarbonise (usually developing countries) should:
P Putforward targets that put them on track to full decarbonisation
P Outline the support they need to meet those targets

P Putin place the policies that make sense within their own resources.

To achieve an overall 1.5°C Paris Agreement compatible rating, these countries need to do what they
can using their own resources and make plans for what could be done additionally with support.

Some countries are in between the two categories, i.e., our method does not decisively determine if
they should provide or receive support. In this case the two assessment frameworks (fair share and
modelled domestic pathways) yield very similar results. These countries need to:

P Putforward targets that put them on track to full decarbonisation

P Putin place the policies that make sense within their own resources.
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