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Summary

The Corporate Climate Responsibility Monitor evaluates the transparency

and integrity of companies’ climate pledges.

Companies around the world are increasing alert to the climate
emergency. They face calls from a growing range of stakeholders

to take responsibility for the impact of their activities. Most large
companies now have public climate strategies and targets, many of
which include pledges that, on the face of it, appear to significantly
reduce, or even eliminate, their contributions to global warming. The
rapid acceleration of corporate climate pledges, combined with the
fragmentation of approaches means that it is more difficult than ever
to distinguish between real climate leadership and unsubstantiated
greenwashing. This is compounded by a general lack of regulatory
oversight at national and sectoral levels. Identifying and promoting
real climate leadership, and sorting it from greenwashing, is a

key challenge that, where addressed, has the potential to unlock
greater global climate change mitigation ambition.

The Corporate Climate Responsibility Monitor assesses the climate
strategies of 25 major global companies, critically analysing the
extent to which they demonstrate corporate climate leadership
(Section A, summarised in Figure S1). We evaluate the integrity
of climate pledges against good practice criteria to identify

good examples for replication, and highlight areas where
improvement is needed (Section B, summarised in Figure S2).

We assess and draw insights on transparency and integrity in

four main areas of corporate climate action:
Tracking and disclosure of emissions (section A1)
Setting emission reduction targets (section A2)
Reducing own emissions (section A3)

Climate contributions and offsetting claims (section A4).

The 25 companies assessed in this report are major
multinational companies. They reported combined
revenues of USD 3.18 trillion in 2020, approximately
10% of the total revenue from the world’s largest 500
companies. Their total self-reported GHG emission
footprint in 2019, including upstream and downstream
emissions (scope 3) that may include a moderate level
of overlap, amount to approximately 2.7 GtCO,e. This is
equivalent to roughly 5% of global GHG emissions.



Key insights

Headline pledges are often ambiguous and emission reduction commitments are limited

Net zero targets commit to reduce the analysed companies’ aggregate emissions by only 40% on average, not 100%
as suggested by the term “net zero”. All of the 25 companies assessed in this report pledge some form of zero emission,
net zero or carbon-neutrality target. But just 3 of the 25 companies - Maersk, Vodafone and Deutsche Telekom - clearly
commit to deep decarbonisation of over 90% of their full value chain emissions by their respective target years of

their headline pledges. At least 5 of the companies only commit to reduce their emissions by less than 15%, often by
excluding upstream or downstream emissions. The 13 companies that provide specific details on what their headline

net zero pledges mean, commit to reduce their full value chain emissions from 2019 by only 40% on average. The other
12 companies do not accompany their headline pledges with any specific emission reduction commitment for their

that target year. Collectively, the 25 companies specifically commit to reducing only less than 20% of their 2.7 GtCO_e

emission footprint, by their respective headline target years (Figure S1).

Targets for 2030 fall well short of the ambition required to align with the internationally agreed goals of the Paris
Agreement and avoid the most damaging effects of climate change. Among the companies we assessed, 15 of the

25 prominently report interim climate targets. However, our analysis finds that the average emission reduction
commitment of full value chain emissions between 2019 and 2030 is just 23%, if we exclude the 5 companies for which
we could not identify any commitment for emission reductions post 2019. This compares to the need to cut global GHG
emissions by 40-50% between 2010 and 2030%, equivalent to approximately half of 2019 emission levels, to be in line
with the goal to limit global temperature increase to 1.5°C.

Figure S1: Integrity of corporate net-zero pledges
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The 25 companies assessed in this report are not necessarily a representative sample of all corporate actors with net zero targets.
They represent 25 of the largest companies in the world, accounting for approximately 5% of global GHG emissions and revenues of USD 3.2 trillion in 2020.



Standard-setting initiatives are lending credibility to low quality and misleading targets. Companies report their
A-ratings from CDP on transparency and 1.5°C-ratings from the Science Based Targets initiative (SBTi) on integrity
prominently to advertise their pledges. But standard-setting initiatives face a challenging task, and potential conflict of
interest, if performing the role of both defining the standard as well as assessing companies against their own criteria
and guidelines. Our extensive inspection of companies’ targets often reveals specific details or loopholes that call those
companies’ apparent ambition into question. For the majority of the 18 companies assessed in this report with an SBTi
approved 1.5°C (or 2°C) compatible target, we would consider that rating either contentious or inaccurate, due to
various subtle details and loopholes that significantly undermine the companies' plans (see Figure 3).

Figure S2: Certifications from standard-setting initiatives
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Demonstrated good practice emission reduction measures must be replicated and scaled up

Companies’ uptake of readily-available emission reduction measures shows little sense of urgency. Good practice
examples for target-setting and the implementation of emission reduction measures are demonstrated among

our sample of companies for all emission scopes and can be readily replicated by ambitious peers. Yet many of the
companies could significantly improve their uptake of ambitious measures to address their climate footprint, especially
for their upstream and downstream emissions (scope 3). Scope 3 emissions account on average for 87% of total
emissions for the 25 companies assessed in this report, but only 8 of the 25 companies disclosed a moderate level of
detail on their plans to address these emissions. Companies could demonstrate their climate leadership by further
prioritising climate change objectives and engaging in constructive dialogue to share knowledge on good practices.

A few companies demonstrate leadership with higher quality and innovative approaches for sourcing renewable
electricity, but the overall integrity of renewable electricity procurement remains low. Most companies assessed in
this report use unbundled renewable energy certificates (RECs) to claim their energy use has limited, or no, climate
impact, i.e. they source their electricity from the local regional or national grid, and in addition purchase certificates
from renewable energy producers in potentially different locations. Companies use RECs to claim the reduction of
their electricity-related emissions, despite the significant limitations of this construct. For example, such certificates
can be generated from decade-old hydro-power plants that have not contributed to the energy transition, or from wind
parks that produce the electricity at a different location or at a different point in time (Box A1, section 3.1.2). There are
promising signs that companies are starting to understand the nuances of renewable electricity quality, as 6 out of the
25 analysed companies source the majority of their electricity from higher quality power purchase agreements (PPAs)
and own-generation. Beyond this, some companies are innovating to find new ways to further improve the integrity of
renewable energy procurement.



Offsetting plans are contentious, but climate contributions without neutralisation claims are gaining
traction as an alternative approach

Companies’ plans to offset or “neutralise” their emissions are especially contentious. 19 of the 25 companies assessed
already know that they will rely on offsetting for their future pledges, and only one company plans explicitly without
offsets (see Figure S3). At least two-thirds of these companies rely on carbon dioxide removals from forestry and

other biological-related carbon sequestration (nature-based solutions) to claim that their emissions in the future are
offset, i.e. that the impact to the climate is the same as if the emissions were never released in the first place. But these
approaches are unsuitable for individual offsetting claims, because biological carbon storage can be reversed (e.g.

when forests are cut and burned) and because there is a global requirement to reduce emissions and increase carbon
storage, not one or the other. Claims of carbon neutrality today are often misleading; we identified significant credibility
problems with all of the carbon neutrality claims from the companies assessed in this report, due to a combination of
limited emission coverage, inconsistent messaging, or procurement of low-quality carbon credits.

The concept of making a contribution to climate change mitigation beyond the company’s value chain without
claiming carbon neutrality is gaining traction. Examples identified are however undermined by the modest scale
of contributions, or a lack of transparency regarding the objectives of the programmes and potential to use the
investments to support offsetting claims in the future. More good practice examples are required to facilitate
replication of the climate contribution approach.

Figure S3: Use of offsets for carbon neutrality claims and net zero pledges
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Companies will be the innovators that find the solutions to the climate crisis, but they must be subject to
scrutiny and regulation

Mitigation of climate change depends on innovation; companies have, and will continue, to play a central role in finding
and scaling up solutions for deep decarbonisation. These efforts need urgent acceleration. The findings of this report
indicate that regulators should not rely on consumer and shareholder pressure to drive corporate action. Companies must
be subject to intense scrutiny to confirm whether their pledges and claims are credible, and should be made accountable
in the case that they are not. Truly ambitious corporate actors can be supported by introducing stronger regulation that
levels the playing field by ensuring that those ambitious actors are not at an economic disadvantage compared to their
less ambitious peers. Regulators and standard-setting initiatives must find ways to distinguish and segregate climate
leadership from greenwashing, to support ambitious actors to innovate and accelerate decarbonisation.



Table 1: Overview of good practice for corporate climate responsibility

Performance scores refer to the proportion of the 25 companies
that we assessed to have high transparency and high integrity.

TRACKING AND
DISCLOSING EMISSIONS

GOOD PRACTICE

Disclose full details on their GHG emissions
on an annual basis, with a breakdown of the
data to specific emission sources (including
scope 1, 2, 3 and non-GHG climate forcers)
and the presentation of historical data for
each emission source.

COMPREHENSIVENESS
OF DISCLOSURE

<

GOOD PRACTICE PERFORMANCE
TRANSPARENCY & INTEGRITY

LOW | 6/25

SETTING SPECIFIC AND

SUBSTANTIATED TARGETS clotol N AGS 3

Explicitly state that their targets cover all
scope 1, 2 and 3 emissions as well as any
relevant non-GHG climate forcers.

COVERAGE OF
EMISSION SOURCES

<

Set a specific emission reduction target that
is independent from any offsetting, and
aligned with 1.5°C compatible trajectories
or benchmarks for the sector, as their main
headline pledge.

EMISSION REDUCTIONS
INTHE PLEDGE

<

Set interim targets that are aligned with the
long-term vision in terms of depth and
scope, with the first target on a timescale
that requires immediate action and
accountability (maximum 5 years).

INTERIM TARGETS

<

TRANSPARENCY INTEGRITY

O

VERY LOW | 1/25

O

VERY LOW | 3/25

O

VERY LOW | 1/22

REDUCING EMISSIONS

GOOD PRACTICE

Implement encompassing and deep
decarbonisation measures, and

EMISSION REDUCTION MEASURES v disclose details of those measures to
support replication and the
identification of new solutions.
RENEWABLE ELECTRICITY Procure the highest quality renewable
GENERATION AND PROCUREMENT V energy available, and disclose the full details

of that procurement.

TRANSPARENCY INTEGRITY

O

VERYLOW | 1/25

O

VERY LOW | 0/25

¢

LOW | 6/25

O

VERY LOW | 2/25

CLIMATE CONTRIBUTIONS

4 GOOD PRACTICE

AND OFFSETTING

Provide an ambitious volume of financial
support to climate change mitigation
activities beyond the value chain, without
claiming neutralisation of the company’s
own emissions

<

CLIMATE CONTRIBUTIONS

Avoid misleading claims, and procure only
high-quality credits that lead to an
additional climate impact that is permanent
and accurately quantified.

OFFSETTING CLAIMS TODAY

<

Avoid misleading pledges; commit to
procuring only high-quality credits from
high-hanging fruit projects, and ensure
corresponding adjustments are applied to
limit double counting risks.

OFFSETTING CLAIMS TODAY v

TRANSPARENCY INTEGRITY

O

VERY LOW | 0/25

O

VERY LOW | 0/25

O

VERY LOW | 0/10

O

VERY LOW | 0/10

O O

VERY LOW | 0/24

VERY LOW | 2/25

Note: Good practices were derived from the principles elaborated in the following subsections, and from a compilation of the practices identified from existing company
pledges in 2021. The good practice performance scores refer to the number of companies that we assessed to have high transparency and high integrity, out of the 25
companies assessed (see section B). In some cases, the rating is a proportion of fewer than 25 companies; for example, the integrity of offsetting is assessed only for
companies that pursue offsetting. Full details on the assessment methodology can be found in the accompanying methodology document, Guidance and assessment criteria

for good practice corporate emission reduction and net-zero targets: Version 1.0 (NewClimate Institute, 2022).



Table 2: Overview of companies assessed in the Corporate Climate Responsibility Monitor 2022

. HIGH INTEGRITY PLEDGE TRANSPARENCY | INTEGRITY PAGE

No companies achieved a high integrity rating

0 REASONABLE INTEGRITY PLEDGE TRANSPARENCY j INTEGRITY PAGE
MAERSK Net-zero by 2040

D MODERATE INTEGRITY PLEDGE TRANSPARENCY j INTEGRITY PAGE
APPLE Carbon neutral by 2030
SONY Zero emissions by 2050 p. 95
VODAFONE Net-zero by 2040 p. 102

G LOW INTEGRITY PLEDGE TRANSPARENCY j INTEGRITY PAGE
AMAZON Net-zero carbon by 2040
DEUTSCHE TELEKOM Net-zero by 2040 n b. 68
ENEL Net-zero by 2050 n p. 70
GLAXOSMITHKLINE Net-zero by 2030 n b. 74
HITACHI Carbon neutral by 2050 “ n p.79
IKEA Climate positive by 2030 n p. 81
VOLKSWAGEN Carbon neutral by 2050 n p. 105
WALMART Net-zero by 2040 n p. 107
VALE Carbon neutral by 2050 n p. 100

O VERY LOW INTEGRITY PLEDGE TRANSPARENCY j INTEGRITY PAGE
ACCENTURE Net-zero by 2025 n p.52
BMW GROUP Carbon neutral by 2050 n p.59
CARREFOUR Carbon neutral by 2040 “ n p.61
CVS HEALTH Net-zero by 2050 T ™ | n b.63
DEUTSCHE POST DHL Zero/ net-zero by 2050 n n b.65
E.ON SE Carbon neutral by 2040 “ n p.72
NOVARTIS Carbon neutral by 2030 “ n p.91
SAINT-GOBAIN Net-zero carbon by 2050 “ n p.93

RATINGS 5-point scale .See individual company analyses.

Assessments were made based on public information identified by the authors. A poor rating may not necessarily be an indication that a company’s
climate strategy is weak, but could also indicate that the information was insufficient to confirm good practice. Ambitious companies can improve their
ratings by ensuring that all aspects of their climate responsibility strategies are transparently and accurately disclosed, and in the public domain.



About the corporate climate
responsibility monitor

The need for scrutiny on corporate climate action

Many companies are putting themselves at the forefront of climate action. The rate of corporate climate pledge
setting is accelerating exponentially: by January 2022, over 3,000 companies had joined the UNFCCC'’s Race to Zero

campaign?, more than doubling the number of companies setting net-zero emission pledges from the year before.?

Civil society’s increasing concern with the urgency of the
climate crisis is resulting in more pressure from consumers,
shareholders and regulators for companies to decarbonise.
In parallel, companies realise that the direction of travel

is set for the decarbonisation of the global economy, and
itis increasingly attractive for them to assume a leading
role in that new paradigm. Many companies are scrambling
for new approaches and narratives to demonstrate their
climate leadership, recognising that historical approaches
face limitations in today’s context.

The rapid acceleration of corporate climate pledge
setting, combined with the fragmentation of approaches
and the general lack of regulation or oversight, means that
it is more difficult than ever to distinguish between real
climate leadership and unsubstantiated greenwashing.

The goalpost of what constitutes good practice climate
action for companies has shifted with the adoption

of the Paris Agreement and the increasingly clear
scientific evidence that underpins its urgency. With
the objectives of the Paris Agreement, greenhouse gas
emissions need to be reduced at speed, in all countries
and in all sectors. The 1.5°C limit requires a reduction in
global CO, emissions of approximately 45% from 2010
levels by 2030, to reach a state of net-zero global CO,
emissions by around 2050, net-zero of emissions of all
greenhouse gases by around 2060 to 2070, and net-
negative emissions thereafter.* Company actions that
were considered viable in the era of the Kyoto Protocol
only ten years ago are no longer sufficient.

10

For example, it is no longer sufficient for companies
to only address their own direct emissions; rather,
companies now need to address upstream and
downstream emissions as well. It is no longer good
practice for a company to compensate for emissions
by reducing or removing emissions elsewhere; rather,
emission reductions and removals “elsewhere” need
to be enhanced in parallel to the company’s emission
reductions, to reach global net zero.

A new mindset and evaluation standard for companies
is necessary. While in the Kyoto era only some countries
were required to act, companies now need to ask
themselves: “Would we reach global net zero emissions
if all would do what we are doing?”

The difficulty of distinguishing real climate leadership
from greenwashing is a key challenge that, where
addressed, has the potential to unlock greater global
climate change mitigation ambition. Corporate climate
action is key to closing the emissions gap to a 1.5°C
pathway. In a short space of time, and in the absence

of sufficient top-down regulation, consumer's and
shareholder’s expectations have become a major driver
for enhanced corporate climate action. Companies
appear to be responding. To facilitate this important
bottom-up pressure mechanism, it is essential that the
credibility of companies’ strategies is transparent and
can be understood by their target audiences.



The Corporate climate responsibility monitor

The Corporate Climate Responsibility Monitor evaluates the transparency and integrity of companies’ climate pledges.
The objectives of the Corporate Climate Responsibility Monitor are:

¢ Identify and highlight good practice approaches that can be replicated by other companies, recognising that companies

are experimenting to work out what is constructive and credible practice.

¢ Reveal the extent to which major companies’ climate leadership claims have integrity, and provide a structured

methodology for others to replicate such an evaluation.

e Scrutinise the credibility of companies’ plans for offsetting their emissions through carbon dioxide removals or emission
reduction credits, recognising that voluntary carbon markets are highly fragmented and there remains a lot of uncertainty
on credible good practice.

The Corporate Climate Responsibility Monitor focuses on The Corporate Climate Responsibility Monitor is prepared
four main areas of corporate climate action: tracking and by NewClimate Institute and Carbon Market Watch. The
disclosure of emissions (section A1), setting emission consortium partners combine years of experience with the
reduction targets (section A2), reducing own emissions independent critical analysis of corporate climate action
(section A3) and taking responsibility for unabated and carbon market mechanisms. NewClimate Institute and
emissions through climate contributions or offsetting Carbon Market Watch are both not-for-profit organisations.
(section A4). Evaluations for 25 major global companies Neither the institutions, nor our staff, hold commercial

are set out in Section B. interests in either voluntary carbon credit markets, nor do

we provide advisory services to specific corporate actors.

Development of the Corporate Climate Responsibility Monitor

The Corporate Climate Responsibility Monitor is based on the guiding principles for good practice corporate climate
responsibility set out in the accompanying methodology document: Guidance and assessment criteria for good practice
corporate emission reduction and net-zero targets: Version 1.0 (NewClimate Institute, 2022). We have drawn these guiding
principles from a combination of scientific literature review, previous work of the authors, and the identification of
existing good practices from company case studies.

The guiding principles identified in this document and the accompanying methodology document relate to issues where
the state of scientific knowledge and debate is rapidly evolving. The contents of this document represent the views of
the authors, based on our interpretation of existing research and current developments. Our assessments of specific
companies are based upon these perspectives and interpretations, which may not be universally held views.

The Corporate Climate Responsibility Monitor promotes transparency with the philosophy that consumers, shareholders,
regulators and wider observers should be able to follow and assess the integrity of companies’ claims. Accordingly,

the company assessments in section B are based only on publicly available information that the authors were able to
identify. Each rating represents the authors’ understanding of the publicly available information. In some cases company
information was scattered across different sources (e.g. annual reports, press releases and statements, web-pages, or
other marketing materials); it is possible in this process that information may have been misinterpreted, or that relevant
information was overlooked. Companies should consider how to present information as transparently as possible, to
ensure that observers are able to identify all the relevant information necessary to understand their climate strategies.

We assess the transparency and integrity of companies’ strategies based on the information that is self-reported by
the companies. We do not assess or certify the accuracy or truth of the information provided by companies, including
their GHG emission reporting. In specific cases, we supplement self-reported information from the companies with
information that we have identified from other sources, but we cannot guarantee the accuracy of that information.

— See also the assessment methodology for the Corporate Climate Responsibility Monitor

11
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Good practice overview

Corporates looking to take a position of climate leadership can learn from each other to replicate good practice
approaches that are transparent, constructive and robust. The Corporate Climate Responsibility Monitor 2022 assesses
25 major global companies to draw out good practice in four key areas:

1. Tracking and disclosure of emissions (section 1)

To develop a comprehensive and robust climate strategy, it is key that companies understand and
are transparent about their GHG emission footprints and their trajectories. Section 1 presents
good practice principles and trends for tracking and disclosure of emissions.

2. Setting specific and substantiated targets (section 2)

Companies’ headline climate change pledges encompass a broad range of target setting
approaches. Regardless of the type of target and the terminology used, the commitments

should send a clear signal for immediate action to decarbonise the value chain, and should avoid
misleading consumers, shareholders, observers and regulators. Section 2 presents good practice
principles and trends for setting specific and substantiated targets, considering the coverage of
emission sources, the explicit specification of an emission reduction target as part of the headline
pledge, and the substantiation of long-term visions through interim targets.

3. Reducing own emissions (section 3)

Encompassing measures for deep emission reductions are the backbone of ambitious corporate
climate targets. Section 3 presents good practice principles and trends for reducing own emissions,
including a special focus on good practice for sourcing renewable electricity.

4. Climate contributions and offsetting (section 4)

Corporate climate leadership includes not only ambitious target setting, but also taking responsibility
for unabated emissions. Section 4 explores good practice and trends related to two distinct approaches
for assuming responsibility for unabated emissions: climate contributions and offsetting claims.

The specific assessments include a rating of the transparency and integrity of companies’ approaches. Transparency
refers to the extent to which a company publicly discloses the information necessary to fully understand the integrity of
that company’s approaches towards the various elements of corporate climate responsibility. Integrity, in this context, is
a measure of the quality, credibility and comprehensiveness of those approaches.

Table 3 provides an overview of good practice corporate climate responsibility and the rating methodology for the
Corporate Climate Responsibility Monitor 2022 for transparency and integrity in each of these four areas. Full details on
the methodology can be found in the accompanying methodology document, Guidance and assessment criteria for good
practice corporate emission reduction and net-zero targets: Version 1.0 (NewClimate Institute, 2022).

13



Table 3: Overview of good practice for corporate climate responsibility

TRACKING AND
DISCLOSING EMISSIONS

COMPREHENSIVENESS
OF DISCLOSURE

<

GOOD PRACTICE

Performance scores refer to the proportion of the 25 companies
that we assessed to have high transparency and high integrity.

GOOD PRACTICE PERFORMANCE
TRANSPARENCY & INTEGRITY

LOW | 6/25

Disclose full details on their GHG emissions
on an annual basis, with a breakdown of the
data to specific emission sources (including
scope 1, 2, 3 and non-GHG climate forcers)
and the presentation of historical data for
each emission source.

SETTING SPECIFIC AND
SUBSTANTIATED TARGETS

COVERAGE OF
EMISSION SOURCES

<

EMISSION REDUCTIONS
IN THE PLEDGE

<

INTERIM TARGETS

<

GOOD PRACTICE

GOOD PRACTICE PERFORMANCE

TRANSPARENCY

INTEGRITY

Explicitly state that their targets cover all
scope 1, 2 and 3 emissions as well as any
relevant non-GHG climate forcers.

Set a specific emission reduction target that
is independent from any offsetting, and
aligned with 1.5°C compatible trajectories
or benchmarks for the sector, as their main
headline pledge.

O

VERY LOW | 1/25

O

VERY LOW | 3/25

Set interim targets that are aligned with the
long-term vision in terms of depth and
scope, with the first target on a timescale
that requires immediate action and
accountability (maximum 5 years).

O

VERY LOW | 1/22

REDUCING EMISSIONS

EMISSION REDUCTION MEASURES v/

RENEWABLE ELECTRICITY

GENERATION AND PROCUREMENT vV

GOOD PRACTICE

TRANSPARENCY INTEGRITY

O O

VERY LOW | 0/25 VERY LOW | 1/25

Implement encompassing and deep
decarbonisation measures, and disclose
details of those measures to support
replication and the identification of new
solutions.

Procure the highest quality renewable
energy available, and disclose the full
details of that procurement.

&)

LOW | 6/25

O

VERY LOW | 2/25

CLIMATE CONTRIBUTIONS
AND OFFSETTING

CLIMATE CONTRIBUTIONS

<

OFFSETTING CLAIMS TODAY

<

OFFSETTING CLAIMS TODAY

<

GOOD PRACTICE

TRANSPARENCY INTEGRITY

O

VERY LOW | 0/25

O

VERY LOW | 0/25

Provide an ambitious volume of financial
support to climate change mitigation
activities beyond the value chain, without
claiming neutralisation of the company’s
own emissions

Avoid misleading claims, and procure only
high-quality credits that lead to an
additional climate impact that is permanent
and accurately quantified.

O

VERY LOW | 0/10

O

VERY LOW | 0/10

Avoid misleading pledges; commit to
procuring only high-quality credits from
high-hanging fruit projects, and ensure
corresponding adjustments are applied to
limit double counting risks.

O O

VERY LOW | 0/24

VERY LOW | 2/25

Note: Good practices were derived from the principles elaborated in the following subsections, and from a compilation of the practices identified from existing company
pledges in 2021. The good practice performance scores refer to the number of companies that we assessed to have high transparency and high integrity, out of the 25
companies assessed (see section B). In some cases, the rating is a proportion of fewer than 25 companies; for example, the integrity of offsetting is assessed only for
companies that pursue offsetting. Full details on the assessment methodology can be found in the accompanying methodology document, Guidance and assessment criteria
for good practice corporate emission reduction and net-zero targets: Version 1.0 (NewClimate Institute, 2022). High-hanging fruits refer to the most ambitious projects that
tackle the least accessible areas of mitigation potential. For more information see section 4.1.2.
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Tracking and disclosure
of emissions

To develop a comprehensive and robust climate strategy,

it is key that companies understand and are transparent
about their GHG emission footprints and their trajectories.
A complete and transparent overview of a company’s
emissions footprint is crucial to understand a company’s
scope of influence, to grasp relevance of its climate-related

targets, and to determine whether emission reduction
measures are appropriate and comprehensive.

This section assesses the comprehensiveness of
companies’ GHG emission tracking and disclosure for
specific emission scopes, and for subsidiary companies.
This report does not assess the rigorousness and accuracy
of companies’ calculations when quantifying emissions
from each emission scope; quantified GHG emissions
throughout this document are self-reported by the
companies and not verified by the authors. Rather, we
assess how comprehensive the companies’ own disclosure
is in terms of the coverage of emission sources.

Table 4 presents a summary overview of principles for
good practice (section 1.1) as well as a summary trends,
promising examples and bad practice identified from the
company assessments (section 1.2).



Table 4: Summary of good practice and trends for GHG emission tracking and disclosure

SUMMARY OF GOOD PRACTICE PRINCIPLES (SECTION 1.1)
AND PERFORMANCE FROM THE COMPANIES ASSESSED

GOOD PRACTICE PERFORMANCE
GOOD PRACTICE FOR TRACKING AND DISCLOSURE TRANSPARENCY & INTEGRITY

+ Annually disclose their emissions
. L Scope 1
+/ Disclose emissions in a clear and understandable format
+ Provide a breakdown of emission sources Scope 2 O VERY LOW | 0/25
+/ Present historical data for the same emission sources
 Present activity data and emission intensities Scope 3 upstream Q LOW | 8/25
+/ Disclose non-GHG climate forcers if relevant
. . . Scope 3 downstream
+~/ Present scope 2 emissions using the accounting approach P
that returns the higher emission value q
Inclusion of
+ Include the emissions from subsidiaries subsidiaries

SUMMARY OF TRENDS, ROLE MODELS AND BAD PRACTICE (SECTION 1.2)

ALL ANALYSED COMPANIES PROVIDE SOME DISCLOSURE ON THEIR GHG EMISSIONS,
but the level of detail differs significantly by company.

NEARLY ALL COMPANIES SHOW EMISSIONS BY SCOPE,
but usually only aggregated data for each scope, without further breakdown to specific emission sources.

ELECTRICITY-RELATED EMISSIONS:

No companies reported with the most transparent and constructive approach on their scope 2 emissions, by disclosing both market-based
and location-based accounting methods and using the higher value for aggregated reporting. 8 of the 25 companies disclose emissions from
only one of the two accounting methods.

SUBSIDIARY COMPANIES:
Several companies do not clarify if and how they disclose the emissions of their subsidiaries. 9 of the 25 companies explicitly confirm that
their disclosure includes emissions from subsidiaries.

PROMISING EXAMPLES BAD PRACTICE

DETAILED DOWNLOADABLE DATA SETS SELECTIVE DISCLOSURE OF SCOPE 3 EMISSIONS:

At least 7 of the 25 companies do not report on all scope 3 emissions in
public documentation. This way, companies fail to report on up to 98% of
their emissions footprint.

* Sony discloses detailed information on emissions in
tabular format, with scope 3 emissions broken down
to 15 distinct categories, including estimates for
emissions associated with investments. Detailed data INFLATED HISTORICAL EMISSIONS:
can be downloaded on GHG emissions and underlying Extraordinarily high emissions reported in specific historical years (including

activity indicators, covering the past 20 years. target base years), requires explanation.

» Vodafone makes its full dataset for its Environmental, EXCLUSION OF LUC EMISSIONS: o . .
Social and Governance reporting available for The coverage of emissions from land use change remains highly inconsistent
download in a transparent workbook. Data on GHG and is likely a source of significant under-reporting.
emissions are broken down to specific sources and UNCLEAR EXCLUSION OF EMISSION SOURCES:
detailed energy data are reported. When companies exclude emission sources from their GHG emission

disclosure, this is often not explicitly explained, or set out in footnotes that
can be easily overlooked.

DISPLACEMENT OF EMISSIONS TO SUBSIDIARIES:

Some companies move carbon intensive infrastructure or products to
subsidiary companies, which they do not include in their emissions
disclosure, to improve the apparent GHG footprint of their parent company.

SUPPORTING COMPANIES TO IMPROVE THEIR TRACKING AND DISCLOSURE

o Standardised templates for detailed emissions reporting including activity indicators would set a clear standard for companies to follow when
disclosing their emissions

The good practice performance scores refer to the number of companies that were assessed to have high transparency and integrity, out of the 25 companies. Full details on
the assessment methodology can be found in the accompanying methodology document, Guidance and assessment criteria for good practice corporate emission reduction
and net-zero targets: Version 1.0, section 1.



1.1 Principles for good practice

This section includes a summary of guiding principles and assessment criteria for tracking and disclosure of emissions

from section 1 of the accompanying methodology document, Guidance and assessment criteria for good practice corporate

emission reduction and net-zero targets: Version 1.0.¢

1.1.1 Tracking and disclosure of emissions

Companies should annually disclose detailed
information on their GHG emissions, covering the
full spectrum of climate impacts associated with the
activities of the company. Meaningful planning for
complete decarbonisation depends on a thorough and

granular understanding of a company’s emission sources.

Complete and transparent disclosure covers all direct
emissions (scope 1), indirect energy-use emissions
(scope 2) and other upstream and downstream indirect
emissions (scope 3). The latter includes business travel
emissions, emissions from procured products and
services, investments, waste, upstream and downstream
transport and distribution and emissions from product
use. Where relevant, companies should also include
non-GHG climate forcers in their disclosure. Companies
should publish information on the methodologies and
assumptions involved in the calculation of emissions,

to facilitate comprehension and verification. This is
particularly important for emission sources where there
remains significant uncertainty and inconsistency in
accounting approaches, such as emissions from land-
use change. Complete and consistent reporting of

GHG emissions across documents is necessary to avoid
misleading readers.

Companies should report scope 2 emissions using both
the location-based and market-based method, taking
the highest of the two values for their calculation of
their total emission: According to the GHG Protocol,
companies should report on scope 2 emissions using

both the location-based and market-based accounting
methods.” The location-based method reflects the
average emissions intensity of grids on which energy
consumption occurs. The market-based method

reflects emissions from electricity that companies

have purposefully chosen. It derives emission factors
from contractual renewable electricity procurement
instruments. Both accounting approaches have the
potential to mislead in different circumstances. In order
to create a clear incentive to both maximise energy
efficiency improvements and to procure renewable
electricity, it would be most constructive for companies to
report on both market-based and location-based scope 2
emissions, and to use the larger of the two values towards
the company’s aggregated total emissions.

Companies can ensure full transparency by reporting

on even minor and irrelevant scope 3 emission sources.
The GHG Protocol’s Scope 3 Standard identifies 15
distinct reporting categories for scope 3 emission
sources, and requires companies to quantify and report
scope 3 emissions from each category.® It is important

for transparency that companies disclose data or at least
explanatory information for all 15 of these mandatory
scope 3 emission categories, even those deemed minor or
irrelevant.’ Differences in interpretations regarding what
constitutes a “minor” or “relevant” emission source could
lead to significant inconsistencies between companies'
reporting. Some observers may perceive the omission

of minor emission sources to be a significant gap in
disclosure, unless these omissions are explained.

Companies’ disclosure should include contextual
information to understand key emission drivers and
trends. Complete and transparent disclosure includes
historical data, a breakdown of emission sources, activity
data and emission intensities. Ambitious companies

go beyond the publication of aggregated emissions;
they provide a high level of detail to allow for thorough
understanding of the specific individual emission
sources. Transparency on specific emission sources and
activity datais a tool for increasing ambition in its own
right: it contributes to a constructive, collaborative
dialogue that is required to overcome challenges and
share lessons learnt for accelerated decarbonisation.

Companies’ disclosure should include the emissions
associated with subsidiary companies. Companies may
depend on emission-intensive assets and infrastructure
that are held in other subsidiary companies. Transparent
and complete reporting also includes these emissions,
which should be integrated into the company’s scope 1,
2 and 3 emissions. The exclusion of these emissions from
GHG inventories can lead to inaccurate interpretations
regarding specific brands’ or products’ GHG emission
footprints. If companies report transparently on the
emissions of all subsidiaries, this can incentivise those
companies to make a real shift away from emissions-
intensive activities and assets, rather than continuing
those emissions-intensive activities through subsidiaries.
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1.1.2 Good practice assessment criteria

The criteria for good practice in Table 5 forms the basis for the company assessments in section B. Full details on the

methodology for rating companies’ tracking and disclosure can be found in the accompanying methodology document,

Guidance and assessment criteria for good practice corporate emission reduction and net-zero targets: Version 1.0, section 1.2

Table 5: Good practice for tracking and disclosure of emissions

TRACKING AND

DISCLOSURE OF EMISSIONS

ASSESSED FOR THE FOLLOWING
EMISSION SCOPES INDIVIDUALLY:

e Scope 1

e Scope 2

e Scope 3 upstream

e Scope 3 downstream

CLLLCLC L KKK

<

Annually disclose their emissions
Disclose emissions in a clear and understandable format

Ensure complete and consistent reporting of GHG
emissions in public documentation

Provide a breakdown of emission sources

Present historical data for the same emission sources
Present activity data and emission intensities
Disclose non-GHG climate forcers if relevant

Disclose scope 2 emissions using both the market-based
and location-based accounting method, using the
accounting approach that returns the higher emission
value for aggregated emissions.

Integrate the emissions from subsidiaries into the
respective emission scopes.

CORPORATE CLIMATE LEADERS

EXHIBITING GOOD PRACTICE...

1.2 Trends, role models, and bad practice

Disclosing GHG emissions is common practice for companies, but with varying levels of

comprehensiveness and granularity.

All of the companies we assessed have reported their
GHG emissions footprint on an annual basis. Providing
transparency on the current emissions footprint is the
first step towards implementing a comprehensive and
robust climate responsibility approach.

There are significant differences in the level of detail

of the GHG emission disclosures among the analysed
companies. Where some companies facilitate a thorough
understanding of their emission sources through
granular data on specific emission sources, others only
present aggregate data for scopes 1, 2 and 3, without
providing a clear breakdown.

Fewer than half of analysed companies present any
underlying activity data to complement their GHG
emission disclosure. Underlying activity data can enable
a more thorough understanding of emission sources
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and the extent to which companies are taking steps to
address their climate impact. These activity indicators
include energy consumption data from specific individual
energy carriers, raw material consumption, production
volumes, waste volumes, passenger and freight
transportation statistics, among others.

Some companies facilitate scrutiny by making their
emission and activity datasets available for download.
Sony, Vodafone, Unilever and Deutsche Post compile
relevant data in a downloadable format, which facilitates a
clearer understanding of whether the company is reporting
on its full scope of emissions and where the major emission
sources are. Sony's (section B p95) and Vodafone’s (section
B p102) data is especially comprehensive, with current
and historical emissions broken down to specific emission
sources and a selection of activity indicators reported for
certain geographic locations.



The coverage of reported emissions remains highly inconsistent; for some companies the omission of
major emission sources remains a serious barrier to transparency.

Only 7 of the 25 companies disclose full details on all
scope 3 emission sources. While nearly all companies
reported at least some scope 3 emissions, companies

are selective in what they present, showing only minor
emission sources and, in various instances, creating a
misleading impression of their overall footprint. Many
companies report emissions as well as other details of
their climate strategies to CDP - formerly the Carbon
Disclosure Project - which provides the companies with a
certified rating of climate reporting transparency that can
be used in marketing material. The information disclosed
in those reports is not often available to observers without
significant effort or costs. Some of the companies analysed
- including Carrefour (p61), Novartis (p91) and Walmart
(p107) - reported significantly higher scope 3 emissions to
CDP than they did in their main public communications.

The exclusion of major emissions sources (sometimes
only described in footnotes) can significantly change
the integrity of GHG emission disclosure. For example,
despite relatively detailed reporting on scope 1, 2 and

3 emissions, E.ON excludes over 40% of its energy sales
from its emissions data, and Carrefour (p61) excludes the
majority of Carrefour-branded stores as well as upstream
and downstream emissions that account for over 98% of
the company’s GHG footprint from the GHG inventory
of its Annual Report. The exclusion of market segments,
geographies and product lines from emission reporting
can be easily overlooked by consumers, shareholders
and regulators. This can have implications not only for
the robustness of GHG emission reporting but also the
integrity of targets and emission reduction measures.

Land-use change (LUC) emissions are inconsistently
reported and could be a source of major under-
reporting for some companies. There remains a lack

of clear guidance for corporates to account for LUC
emissions. This includes emissions from business
activities associated with issues such as deforestation or
monoculture, but also carbon dioxide sequestration from
better managed agricultural and forested lands. The GHG
Protocol is currently in the process of preparing guidance
for corporate accounting of land sector emissions and
removals. For now, companies’ approaches to both the
coverage and calculation of emissions remain inconsistent
and untransparent. This is likely to represent a major
source of under-reporting for some companies. JBS’
disclosure of 6.8 MtCO,e from scope 1, 2 and 3 emissions
falls far short of the 280 MtCO.e estimated by an
independent assessment from IATP,*! due to the exclusion
of suppliers’ agriculture and deforestation emissions,
despite these farms supplying the large majority of JBS’
meat (see JBS case p84). IKEA discloses GHG emissions
stemming from specific individual raw materials
including attributing 34 MtCO e to wood, but does not
provide detailed information on how those emissions

are calculated, which is especially relevant given that
turning wood into a net-sink is a key aspect of IKEA's
communicated climate strategy (see IKEA case p81). The
lack of clear guidelines for consistent accounting in these
sectors may undermine the comparability of companies’
GHG emission disclosure and pledges.

Most companies’ reporting of emissions from electricity consumption (scope 2) obscures the
real climate impact of their electricity consumption and diverts prioritisation away from energy

efficiency improvements.

Most companies assessed use the market-based accounting method to effectively claim the neutralisation of their

electricity-related emissions, when they procure renewable electricity, although this is often not an accurate claim.

For the majority of the renewable electricity procurement constructs that companies pursue, the additional climate

impact associated with that construct is unclear, and som