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e Disclaimer - Please note, this document is for Antitrust Caution - Do not engage in any discussion,
information purposes only in order to inform activity or conduct that may infringe on any applicable
: : competition law.
discussions and for no other purpose.

For example, do not discuss company-specific
e The information provided by SBTi (including information on:

information supplied by third-parties) in this
document is furnished on a confidential basis and
must be treated as confidential.

e current or future prices, pricing strategies, or price
related information;

e output, capacity, inventory levels, or costs;
e No such information may be divulged to any third

_ _ _ _ e data related to market share;
party without the prior written approval of SBTI.
e current or future business model transformation

e Thisinformation shall not be used for any other strategies.

purpose. SBTi reserves all rights in this document. Members are responsible for halting any activity that

may violate this policy and reporting it immediately to
SBTI.
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e As perthe EWG Terms of Reference and the SBTi COI policy, conflicts of interest must be declared
e At the start of each meeting the chair will ask members if a new COI has arisen
e A Conflict of Interest may be:

Actual: A true conflict exists between a Party's duties with the SBTi and their private interests.
Potential: Where a Party has personal or private interests that could conflict with their duties
with the SBTI, or where it is foreseeable that a conflict may arise in future.

Perceived: Where an unbiased observer could reasonably form the view that a Party's private
interests could influence their decisions or actions.

ARE THERE ANY COI THAT THE SBTi SHOULD BE AWARE OF?


https://sciencebasedtargets.org/resources/files/CNZS-V2.0-Expert-Working-Group-Terms-of-Reference.pdf
https://sciencebasedtargets.org/about-us/conflict-of-interest-statement#:~:text=A%20conflict%20of%20interest%20may,draft%20standards%20or%20supporting%20the

Video-conference guidelines

Participant
guidelines
Mute during Use the chat Use the raise hand
presentations box function
Notes [ ® :/
from us
Treat info as confidential Meeting is being We will follow up with

recorded minutes..
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If you can, please keep
your camera on

And we will follow up
with slides!



AGENDA

Welcome & introducing the focus for today
Presentation & discussion:
PC2 feedback
Sense check: procurement types
Sense check: deliverability
Sense check: 15-year rule
Sense check: legacy clauses
Hourly matching approach
Closing & next steps
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5 min

5 min
10 mMin
10 mMin
20 min
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15 Min
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Process | Where are we and what is next? @ SASED

Key steps to date...

December TBD TBD

November -
December

Jan-Feb Today

Claims &
procurement types
EWG meeting

Cross-EWG meeting Technical Council
on mitigation review and Board
hierarchy adoption

PC2 feedback Next steps on scope

PC2& Pilot Test review 2




Summary of PC2 feedback and proposed amendments

Key points of feedback

W

LCE emissions threshold: Stakeholders indicate 95% capture
rate (0.024 kg CO2/kWh) on CCS is uninvestable today, but 90%
capture rate is investable

Generator age limit: Many stakeholders requested more
information on exemptions and raised interoperability concerns
with 15-year equivalent in RE100 and 24/7 frameworks

Hourly matching: Strong opposition to hourly matching seen.
Target boundary exclusion mechanisms: Current approach to
exempt certain loads entirely from scope 2 targets is misaligned

with approaches in other scopes.

=
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Proposed amendments

LCE emissions threshold: Raise direct emissions threshold for
LCE to 0.048 kg CO2/kWh; lower to 0.024 kg CO2/kWh in 2035.
Generator age limit: Change 10-year limit to 15-year limit and
define exemptions (non-grid LCE, off-takes from new projects,
passive LCE, region-by-region exemption depending on grid
average, existing contracts).

Hourly matching: Replace hourly matching requirement for
large users with a recognition framework.

Target boundary exclusion mechanism: Remove exemptions
from scope 2 targets and introduce a ‘mitigation hierarchy' in
alignment with scope 3. Permit alternative actions, with
differentiated claims, if LCE does not exist locally or LCE

alignment criteria cannot be met with sufficient volumes.



Procurement types and action type

Procurement type

Action type
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Explainer

On-site/private wire LCE Activity level Decarbonizes emissions that
are not embedded in an
activity pool

Physical PPA Activity pool level | Decarbonizes emissions that

Financial (virtual) PPA

Contract with supplier

Unbundled certificate purchase

Default delivered LCE, supported by certificates (e.g.
U.S. RPS REC retirements by utilities, potentially
Standard Supply Service)

Default delivered LCE in activity pools with >95%
LCE in generation mix and no certificate registry (e.g.
Paraguay)

are embedded in an activity
pool
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Updated proposal: Include only ‘deliverability principle’ in criteria for activity pool boundaries, given

ongoing debate about deliverability in e.g. United States and Japan.
» How should SBTi manage the risk created by not having strict boundary definitions?

Deliverability between pools: Alternate method using contracted transmission allowed.

Legacy clause for existing market instruments.
Behind-the-meter consumption: Criterion that electricity consumed from behind-the-meter generation

(on-site/private wire generation) is not part of an activity pool, therefore is not decarbonized through

activity pool action.

10
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Exemption What counts What does not count

On-site/private wire LCE

Long-term, project-specific market instruments PPA with new project PPA with existing
where the company is the original off-taker project, unless
re-powering
thresholds are met

Default delivered LCE, supported by EACs U.S. RPS REC retirements or
Standard Supply Service LCE

Default delivered LCE in grids with >95% LCE [...] Grid consumption in e.g. Paraguay
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Exemption What counts What does not count

A region-by-region variable exemption determined [ Norway has 90% hydro generation,

by the average share of non-variable LCE s0 90% of local LCE matching can
generation (i.e., excluding wind, solar, and marine ignore 15-year rule
resources)

Legacy clause: Market instruments for LCE applied | Existing PPA with older generator | Unbundled EAC

to electricity consumption periods occurring before purchases from older

the effective date of CNZS V2.0 until their expiry. projects that are
repeated annually

15% volume determined by company's annual Company consumes 1,000 M\Wh

electricity purchasing from the grid from the grid globally and can

freely match up to 150 MWh of
LCE to its electricity consumption
ignoring the 15-year rule




Legacy clauses: Deliverability & 15-year rule @ SASED
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Deliverability: Market instruments applied to electricity consumption periods occurring before the
effective date of CNZS V2.0 may be considered deliverable throughout the ‘market boundary’ under
which the instruments were initially applied until their expiry. Renewal of such instruments shall not

continue to extend their deliverability.
» |Is further minimum detail necessary? Consider the following example:

Instrument Market boundary at Claims before CNZS Legacy clause
time of signing V2.0 effective date claims

PPA with solar farm in | RE100 rules Spain, Portugal, France Spain, Portugal,

Spain France, Germany?

15-year rule: Contractual instruments for LCE applied to electricity consumption periods occurring
before the effective date of CNZS V2.0 are exempt from the age limit.
» Is further minimum detail necessary?

13
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1007% claim/residual emissions benchmark requirement: Met through hourly matching (i.e. 100% LCE
claim/zero market-based scope 2)

» How should SBTi manage a potential hourly matching requirement introduced by GHG Protocol?

» What other options exist given the benefit of hourly matching at lower overall levels?

Changes to LCE criteria for hourly matching:
Deliverability between pools: Additional alternate method when hourly price convergence is
demonstrated (does not require contracting for transmission)
Modification to 15-year rule exemption: Region-by-region exemption may be determined by
percentage of all LCE generation (firm and variable) in the hourly grid mix.

14
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Intent: Encourage companies to measure, report and increase their percentage of LCE matched to
consumption using hourly accounting intervals

Mechanism:

» Company selects at least one activity pool in which it purchases grid electricity and assigns hourly
accounting intervals to the pool(s). Company shall hot combine annual and hourly accounting in the same
pool.

Reporting:
» Companies annually report in which activity pools they use hourly matching, total grid purchasing in those

pools, and total LCE matched to all grid purchasing on hourly basis
» Should additional reporting metrics be considered?

Recognition: Companies receive recognition on the SBTi Dashboard for each reporting metric.

15
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Welcome & introducing the focus for today 5 min

Presentation & discussion:

PC2 feedback 5 min
Sense check: procurement types 5 min
Sense check: deliverability 10 min
Sense check: 15-year rule 10 mMin
Sense check: legacy clauses 20 Min
Hourly matching approach 45 min

Closing & next steps 5 min



Next EWG meeting to discuss target implementation and
mitigation
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A new mitigation hierarchy clarifies CNZS's approach to implementing scope 1, scope 2 & scope 3

targets and the role of market instruments

Higher priority

Activity level actions Activity pool actions Sector level actions Enabling actions

Company physically
reduce; emissions Company allocates Company transforms Company acts to lower
(reduction in activity : ! , :
low-carbon attributes from  sector-wide supply and barriers to its own
levels or change to - L ) L
) = activity pools it is part of infrastructure decarbonization
physical emission factor

associated with activity)

actions can be taken

Less direct link to value chain mitigation

Structural constraints affecting activity level or activity pool level action are heeded before sector level

17
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THANKYOU

Science Based Targets Initiative is a registered charity in England and Wales (1205768) and a limited company registered in
England and Wales (14960097). Registered address: First Floor, 10 Queen Street Place, London, England, EC4R 1BE.

& sciencebasedtargets.org X @ScienceTargets @ Science Based Targets

SBTI Services Limited is a limited company registered in England and Wales (15181058). Registered address: First Floor, 10
Queen Street Place, London, England, EC4R 1BE. [ /science-based-targets = info@sciencebasedtargets.org

SBTI Services Limited is a wholly owned subsidiary of Science Based Targets Initiative.




