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Our goal for today is to build a shared EWG position @ BASED
on the way forward for the ongoing emissions and residual N> AIBETS
emissions frameworks within the Corporate Net-Zero Standard

V2.0.

Today's questions .and outcomes

1. What is the rationale behind the phased-approach proposal? Clarify the reasoning behind the
phased-approach

Refine the structure and design of the >

recognition model based on EWG

How should we structure and design the recognition model during the
input

recognition only phase?

ongoing emissions commence, and what should the mandatory
component entail?

When should the mandatory requirements to address residual and/or
requirement and recognition phase

Establish a way forward for the >




DISCLAIMER & ANTITRUST

e Disclaimer - Please note, this document is for
information purposes only in order to inform
discussions and for no other purpose.

e The information provided by SBTi (including
information supplied by third-parties) in this
document is furnished on a confidential basis and
must be treated as confidential.

e No such information may be divulged to any third
party without the prior written approval of SBTI.

e This information shall not be used for any other
purpose. SBTi reserves all rights in this document.
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Antitrust Caution - Do not engage in any discussion,
activity or conduct that may infringe on any applicable
competition law.

For example, do not discuss company-specific
information on:

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

e output, capacity, inventory levels, or costs;
e data related to market share;

e current or future business model transformation
strategies.

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
presentations
Notes [ ®
from us

Treat info as confidential

Finally, please have
your devices ready
to use..

Use the chat
box

Meeting is being
recorded

Mentimeter

Use the raise hand

We will follow up with
minutes..
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If you can, please keep
your camera on

~And we will follow up
with slides!
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AGENDA

Welcome & housekeeping 10 min
SBTI presentation: Phased approach proposal 15 mMin
Presentation and discussion: Recognition only phase 60 min

Presentation and discussion: Recognition and
requirement phase 60 min

Next steps 5 min



The journey so far.. | BASED
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March July Today

Distinct purposes Remog/\?elﬁgglblllty A two phased approach proposal

Phase one: Recognition only

Overlapping CNZS V2.0 recognizes companies for
3 incentive models eligibility creates addressing ongoing and residual emissions
for consultation: OER and IRT risks eg. double through a single recognition framework.
Incentive model = [ Requwe.IRT frameworks have claiming, complexny.
SBTi recognition e Reeaglze IR distinct climate Tinere e mliple Phase two: Requirement and recognition

(3) Require additional obiectives and ways to structure the Minimum requirements for certain companies,

abatement and/or purposes recognition combined with a recognition-based incentive

removals ' frameworks to model open to all to drive increased ambition.

manage for this risk. The date and scope of compliance will be
specified in CNZS V2.0 as a signal.

| e 60% of PC1 respondents consider : o T T T T I il ey ,
: required IRT will create a barrierto : e Feedback from EWG was clear: : | _ . 0
| entry I : simplicity is paramount, with many | : Two key open points to discuss within this :
I e Economic assessment and and : : EWG favoring merged recognition ! ; 9roup today: _ |
| EWG discussion emphasized I : frameworks for OER and IRT. : I o Thestructure and design of the
I economic and non-economic : | e e need to balance this with | : recognition model during the ;
I barriers to implement IRT : : ensuring the Standard : I recognition phase I
| ® Strong likelihood that IRT will I | incentivizes the distinct climate | Lo What becomes mandatoryand |
I follow a recognition-based model : | objectives of IRT and OER. I : when. :
L ___JdnCNzsvao ___ _________ l e : D e e e !

IRT = Interim removal target; OER = Ongoing emissions responsibility; PC1 =First public consultation



Objectives of the phased approach | _%E;?Eggiz
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To align with the goal of limiting warming to 1.5°C with low overshoot companies would need to:
e Set targets to reduce their value chain emission over time, consistent with the goal of reaching net-zero emissions by 2050.
e Proactively address any S1 residual emissions by setting interim removal targets from 2030 onwards.
e Address a portion of ongoing emissions e.g., through BVCM,

There are barriers preventing us introducing these requirements:

e Removal targets face multiple implementation challenges, due to economic and non economic barriers.
e The costis also disproportionately allocated to companies in hard to abate sectors, often the least profitable.

Combining a recognition and a requirement module could help mitigate these risks....

Date to be discussed - e.g., 2035 or 2040

Phase 2

Phase 1 Minimum requirements for certain companies,

combined with a recognition-based incentive

Recognition-based incentive model open to all companies
model open to all to drive increased ambition

- Incentivize companies to engage with - Send a clear demand signal,
these optional elements early and supporting long-term
provides lead time for the market to investment and the
scale, thereby reducing costs over time development of high-integrity
and lowering barriers to adoption. solutions.



In the pre-read we proposed two options for each phase- thus

combining into four possible combinations:

Phase 1: Recognition only
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Option 1. Tiered recognition model Option 2: Simple recognition model

Option A:
Mandatory 1A
Scope 1 residual
emissions
targets

Option B:
Mandatory 1B

requirement for
Cat A companies
for OER from 2040

Tiered recognition during recognition

phase with mandatory removal 2A
targets for scope 1 residual emissions

during recognition and requirement

phase.

Tiered recognition during recognition

phase with mandatory ongoing 2B
emissions responsibility for Category

A companies during recognition and

requirement phase.

Simple recognition during recognition
phase with mandatory removal
targets for scope 1 residual emissions
during recognition and requirement
phase.

Simple recognition during recognition
phase with mandatory ongoing
emissions responsibility for Category
A companies during recognition and
requirement phase.
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AGENDA

Welcome & housekeeping 10 min
SBTI presentation: Phased approach proposal 15 min
Presentation and discussion: Recognition only phase 60 min

Presentation and discussion: Recognition and
requirement phase 60 min

Next steps 5 min



How we design this phase will impact WHAT companies fund:

SCIENCE
“money-for-ton” and “ton-for-ton” design options TARGE
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We could use ton-for-ton or money-for-ton as the key design features...

Ton-for-ton

% of ongoing

Ongoing emissions
(tCO.e)

2

Benefits:

-

emissions that the
company takes

responsibility for

Clear tCO,e metric for impact measurement
Quantifiable, verifiable targets

Easy to communicate and understand

Companies may not be adequately incentivized to fund higher cost solutions like higher durability removals or ex-ante

Total tCOZe to be

delivered to take
responsibility

Drawbacks:

Risks incentivizing companies to resort to least cost mitigation measures
Does not create space for funding things like R&D, innovation and enabling

environment which are less quantifiable in terms of tCO,e, and potentially even
ex-ante outcomes

% of ongoing .
. o o Science-based Total budget to be
Money-for-ton Ongoing emissions x emissions that the x carbon price deployed towards
(tCOe) company takes %) responsibility
responsibility for
Benefits: Drawbacks:
+ Creates space for companies to fund a

portfolio of higher and lower cost solutions, as

Companies are not required to deliver guaranteed mitigation outcomes
well as ex-ante and less quantifiable solutions

Difficult to establish the “right” price

-

Companies may not deliver sufficient near-term mitigation to meaningfully impact temperature overshoot

Solid colored boxes indicate the target

Boxes with coloured text and white fill indicate the calculation steps -



Possible adaptations of these design options to limit drawbacks @ BASED

Ton-for-ton

Money-for-ton

SCIENCE
- TARGETS
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Add a minimum average carbon price requirement to incentivize investment into a mix of higher and lower cost
solutions.

Add required split of mitigation outcomes, e.g..:
o  Minimum amount of removals
o No more than [90%] of tCO_e to be from avoidance/ reduction/ removals.

A combination of the above.

Add a minimum tCO_e delivery requirement to incentivize investment into ex-post mitigation outcomes.
Add required split of mitigation outcomes, e.g...

o  Minimum amount of removals

o No more than [90%] of tCO_e to be from avoidance/ reduction/ removals.

A combination of the above.

Provide flexibility on the carbon price (e.g., differentiation across scopes/ allow companies to justify their choice).

12




How a "ton-for-ton with minimum average carbon price” model  SCIENCE
could work TARGETS
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Ton-for-ton : :
Benefits: Drawbacks:
* Clear tCO_e metric for impact measurement * Risks incentivizing companies to resort to least cost mitigation measures
* Quantifiable, verifiable targets * Does not create space for funding things like R&D, innovation and enabling
*  Easyto communicate and understand environment which are less quantifiable in terms of tCO,e, and potentially even

ex-ante outcomes

=  Companies may not be adequately incentivized to fund higher cost solutions like higher durability removals or ex-ante

. o % of ongoing emissions TOTAL tCO_e to be H
Ton-for-ton Ongm(ntgcgml)ssmns x that the company takes — delivered to take > Total t.Coze I.S ﬁxed'
with minimum av. 2© responsibility for responsibility => There is a minimum total budget, but
carbon price Both: companies have flexibility to fund a mix of
Total tCO,e to be Mini mmmm  MINIMUM budget to be lower- and higher-cost solutions, as long
delivered to take x arbon price (6 deployed towards as the average cost per tCO_e meets or
responsibility carbon price delivering those tCO,e ge cost p 2€ Mme
exceeds the minimum defined price.
Benefits: Drawbacks:
* Allof the above - Does not create space for funding things like R&D, innovation and enabling
Plus, it creates space for companies to fund a environment which are less quantifiable in terms of tCO,e, and potentially even
portfolio of higher and lower cost solutions ex-ante outcomes
Solid colored boxes indicate the target .

Boxes with colored text and white fill indicate the calculation steps



How a “money-for-ton with minimum ton-for-ton delivery” model
could work

Money-for-ton

Money-for-ton with

minimum

ton-for-ton delivery

SCIENCE
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TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

2 3

Benefits:
Creates space for companies to fund a

portfolio of higher and lower cost solutions, as
well as ex-ante and less quantifiable solutions

2 3

Science-based
carbon price

($)

Drawbacks:

Total budget to be

deployed towards
responsibility

Companies are not required to deliver guaranteed mitigation outcomes
Difficult to establish the “right" price

=  Companies may not deliver sufficient near-term mitigation to meaningfully impact temperature overshoot
onaoi . % of ongoing emissions Science-based carbon TOTAL budget to be
ng0|<ntgcgm|)55|ons x that the company takes x price — deployed towards
2® responsibility for $ responsibility
Both:
) . % of ongoing emissions . .
naena cmeens x that the company takes | S [EUNERTEEREORS = Total financial budget is fixed.
) e . .
responsibility for =  There is a minimum tCOze outcome that
Benefits: Drawbacks: must be delivered, but companies have
+  Allof the above Complicated to explain and communicate flexibility to choose lower- and higher-cost

Plus, it sets a

minimum amount of

tCO e delivered

How to establish the ton-for-ton value e.g., 50% as per
‘Above and Beyond" or 40% as per the OERR

solutions, as long as the total tCO-e
delivery meets or exceeds the minimum
volume.

Solid colored boxes indicate the target
Boxes with colored text and white fill indicate the calculation steps

14




Summary: The two approaches differ in terms of: (1) whether the SCIENGE

$ or the tCO e are fixed & (2) flexibility in terms of “what counts” | TARGETS
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an-fo'r-.ton Ongoing emissions % of ongoing emissions — TOTAL tCO,e to be - Total tCOze is fixed.
with minimum av. (1CO.e) x that the company takes — delivered to ’Fake ) ..
bon ori 2 responsibility for responsibility -> There is a minimum total budget, but
carbon price Both: companies have flexibility to fund a mix of
Total tCO.e to be - mmmm  MINIMUM budget to be lower- and higher-cost solutions, as long
delivered to take x Minimum average — deployed towards
responsibility carbon price ($) delivzrinyg e as the average cost per tCO e meets or
. exceeds the minimum defined price.
Benefits: Drawbacks:
* Allof the above - Does not create space for funding things like R&D, innovation and enabling
Plus, it creates space for companies to fund a environment which are less quantifiable in terms of tCO,e, and potentially even
portfolio of higher and lower cost solutions ex-ante outcomes
onaoi . % of ongoing emissions Science-based carbon — TOTAL budget to be
Money-for-ton with ngm(ntgc(e)rg)ssmns x that the company takes x price — deployed towards
T 2 responsibility for % responsibility
: Both:
ton-for-ton dellvery % of ongoing emissions
Ongo'&gcgrgs slons x that the company takes | MINIM;Jel\::VteCrzée tobe = Total financial budget is fixed.
i responsibility for = There is a minimum tCOze outcome that
Benefits: Drawbacks: must be delivered, but companies have
+  Allof the above - Complicated to explain and communicate flexibility to choose lower- and higher-cost
Plus, it sets a - How to establish the ton-for-ton value e.g., 50% as per solutions, as long as the total tCO-e
minimum amount of ‘Above and Beyond" or 40% as per the OERR delivery meets or exceeds the minimum
tCO,e delivered volume.
Solid colored boxes indicate the target "

Boxes with colored text and white fill indicate the calculation steps



Summary: The two approaches differ in terms of: (1) whether the . SOIENGE
$ or the tCO e are fixed & (2) flexibility in terms of “what counts” | TARGETS
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e Of course, when the same % of ongoing emissions and the same carbon price benchmark are used, the two models result in similar
budgets and delivery expectations.
e But they remain structurally distinct:
o One fixes tCOze and sets a minimum budget (ton-for-ton model), meaning only ex-post, measurable outcomes count;
o The other fixes the budget and sets a minimum tCOze to be delivered (money-for-ton model), but allows additional spending on
enabling actions that don't generate ex-post tonnes, as long as the minimum delivery threshold is met.

Ongoing emissions: 100% of ongoing

— TOTAL tCO_e to be
Ton-for-ton 100,000 tCO_e x emissions —
with minimum av. Both
carbon price oth:
100,000 tCO2e x Minimum gvgrage — MINIMUM pudget. $5
carbon price: $50 million

Ongoing emissions: x 100% of ongoing x Science-based carbon — TOTAL budget to be
Money-for-ton with 100,000 tCO_e emissions price: $50 — deployed: $5 million
minimum Both:

ton-for-ton delivery

Ongoing emissions:
100,000 tCO_ e

100% of ongoing
emissions

MINIMUM tCO_e to be
delivered: 100,000

¢

Solid colored boxes indicate the target

6
Boxes with colored text and white fill indicate the calculation steps '
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The different outcomes/ goals were balancing..

Reminder: Goals for BVCM

Reminder: Different climate objectives of the different targets

(from our last joint EWG session) (articulated in the SBTi's 2024 “Above and Beyond" report)

o BVCM GOAL 1: Deliver additional near-term mitigation

Responsibility for Neutralization of outcomes to achieve the peaking of global emissions in the

ongoing emissions . : o ) _ e
Interim removal targets residual emissions at + mid-20s and the halving of global emissions by 2030.

after NZ target date

. BVCM GOAL 2: Drive additional finance into the scale-up of
Reduce temperature Prepare the system to Ensure net-zero claims e nascent climate solutions and enabling activities to unlock the
SVSEMOBL e TISEL IS EmovEl are physically valid by systemic transformation needed to achieve net-zero by
cumulative ongoing needs and avoid shocks cognterbalancmg mid-century globally
emissions residuals '

If we do want to incentivize BVCM goal 2 then the model we
need to follow is the money-for-ton with minimum ton-for-ton
delivery, because the ton-for-ton alternative option is limited to

ex-post verified mitigation.

17



We would need to define the “science-based carbon price"” and | SCENCE

BASED

the % of emissions to be covered on a ton-for-ton basis ' TARGETS
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Science-based carbon price..

Reminder: Science-based carbon price definition

(articulated in the SBTi's 2024 “Above and Beyond" report)

Reminder: Research on carbon prices
(in Annex E of the SBTi's 2024 “Above and Beyond" report)

The SBTi considers science-based carbon prices to represent the
economic value of GHG emissions, based on:

1.  robust scientific assessment of the external cost of GHG emissions
(the costs of emissions that the public pays for) lie, ‘social cost of

carbon’]

1. robust scientific assessment of the expected costs associated with
achieving a 1.5°C pathway lie., ‘target consistent carbon price'l

and/or

3. thetrue and complete cost to fully and permanently abate a given
GHG emission.

1. Social cost of carbon (SCC)

Estimates for the SCC vary widely due to differing assumptions in
discount rates, regional weighting, timeframes, models, and damage
valuation. Research in the Above and Beyond Report found estimates
for SCC ranging from $3 to $1,500 per tCO.e.

2. Target consistent carbon price

As with SCC, target-consistent carbon prices are dependent on a variety
of inputs and assumptions, leading to a wide range of estimates.
Research in the Above and Beyond Report found estimates for target
consistent carbon prices ranging from $22 to $124 per tCOze.

3. The true and complete cost to fully and permanently abate

lL.e., some things are cheaper and some more expensive - and costs
change over time. The point of this category is to distinguish from the
market-price of credits which are a function of supply and demand.

Question: could we propose different carbon prices for scopes 1 and 2 versus scope 3 (given scope 3 is inherently
double counted across corporate inventories)?

18



We would need to define the “science-based carbon price"” and SOIENGE

the % of emissions to be covered on a ton-for-ton basis
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% emissions to be covered on a ton-for-ton basis

Reminder: Recommendation in “Above and Beyond"

Above and Beyond Report best practice recommends:
e Companies apply a science-based carbon price to 100% ongoing
scope 1, 2 and 3 emissions to determine a financial budget.
e Companies use this financial budget to deliver ex-post BVCM
outcomes equivalent to 50% of ongoing scope 1-3 emissions (i.e.
50% ton-for-ton).

The rationale for embedding TfT within the Above and Beyond
recommendation stems from the urgency of peaking global emissions and
halving them by 2030. To accelerate progress on this, companies should be
encouraged to BVCM channel finance toward verified emissions reductions
and/or removals.

The 50% coverage threshold itself was chosen as a pragmatic balance of
stakeholder views rather than a science-based figure.

Reminder: Ongoing emissions responsibility ratio

Ongoing Emissions Responsibility Ratio is a scenario-derived method
developed by the SBTi Research team to establish the minimum level of
responsibility that a company should take for each tCO, e of ongoing
emissions, beyond what is already required through its near- and long-term
value-chain abatement targets.

Preliminary research shows that the median ratio across scenarios is 0.4,
indicating that for every 1tCO e of ongoing emissions, a company is
responsible for at least 0.4 tCO_e of mitigation outcomes - over and above
its value chain emissions reductions.

19



Would we still need or want to specify required/ recommended \ SCIENCE

BASED
split in avoidance/ reduction/ removals? ' TARGETS
100%
| » Avoided fossil & (1 Emission reductions
carbon use from biosphere

We could require companies to allocate at
least 10% of their mitigation portfolio to
removals, reflecting the share of a company
ongoing emissions that is conventionally
considered residual/hard to abate.

Emissions reductions with a
I |ower risk of reversal

Carbon removal with higher

risk of reversal :
Carbon removal with

)
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
low(est) risk of reversal :
|
|
|

Percentage breakdown of offsetting portfolio

0%

2020 2030 2040 2050 / global net zero date
Given that companies are incentivized to
Source: Revised Oxford principles for net zero aligned carbon offsetting, 2024 graduauy increase the share of removals in
their portfolios to mitigate transition risks and
e Allthree mechanisms (i.e. avoidance, reduction, and removals) have a role to prepare for the need to neutralize residual

play in the transition to net zero.

e However, there is currently no science-based allocation or optimal mix that can
be applied across companies or sectors.

e Current credit attributes on the VCM do not explicitly disclose atmospheric
contribution and mixed methodologies create uncertainty about the removal
volume realised by NbS projects.

emissions, defining the split may ultimately be
unnecessary.

20



It's impossible to know the rate & scale of adoption, but we
illustrate a range of scenarios here to show impact potential

Scenario

Tier design feature

# of SBTi validated companies

opting in

SCIENCE
BASED
- TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

For all three scenarios we quantify the resulting
mitigation generated based on differing splits of
removals vs beyond value chain
reduction/avoidance:

1. 90% removals, 10% reduction/ avoidance
2.  A50/50 split
3. 10% removals, 90% reduction/ avoidance

Scenario A ‘Entry Level' threshold of 5% of ongoing scope 1 50% of SBTi-validated companies
emissions on a ton-for-ton basis opt to this Entry Level

Scenario B “Entry Level" threshold of 5% of the smallest scope of 50% of SBTi-validated companies
ongoing emissions, on a ton-for-ton basis opt to this Entry Level

Scenario C ‘Full Recognition” threshold of 100% of scopes 1-3 50% of SBTi-validated companies

ongoing emissions, on a ton-for-ton basis

opt to this Full Recognition Level

1. 90% removals, 10% reduction/ avoidance

10k

1000

100

10

Million tonnes CO2e (Log Scale)

Scenario A

10% Q0%

10k

1000

100

Million tonnes CO2e (Log Scale)

Scenario A

Scenario B Scenario C

2. A50/50 split

Scenario B Scenario C

Million tonnes CO2e (Log Scale)

10% removals, 90% reduction/ avoidance

10k

1000

100

10

Scenario A Scenario B Scenario C
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Let's explore the feasibility of this with 3 illustrative companies SASED
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Company A : Food and beverage company Company B : Technology company Company C : Mining company

e Total ongoing emissions: 16.5 million tCO_e e Total ongoing emissions: 10.5 million tCO,e e Total ongoing emissions: 600 million tCO,e
o Scope 1+2 emissions: 1.5 million tCO_e o Scope 1+2 emissions: 500k tCO_e o Scope 1+2 emissions: 30 million tCO,e
o Scope 3 emissions: 15 million tCO e o  Scope 3 emissions: 10 million tCO,e o Scope 3 emissions; 570 million tCO_e

e Profitin the reporting year: $8 billion e Profit in the reporting year: $70 billion e Profit in the reporting year; $12 billion

e Profit perton: 485 $/tCO,e e Profit perton: 6667 $/tCO_e e Profit per ton: 20 $/tCOe

22



Quick feasibility check...

Money-for-ton with minimum ton-for-ton delivery

- SCIENCE
| BASED
TARGETS
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Company A : Food and beverage company

Both:

e Total ongoing emissions: 16.5 million tCO_e
o Scope 1+2 emissions: 1.5 million tCO_e
o Scope 3 emissions: 15 million tCO e

e Profitin the reporting year: $8 billion

e Profit perton: 485 $/tCO,e

16.5 million
tCOZe

100% of ongoing
emissions

16.5 million
tCO e

50% of ongoing
emissions

Science-based

x carbon price:

$75

MINIMUM tCO e

8.3 million tCO e

-

TOTAL BUDGET

$ 1.24 billion

15.5% of profit

23



Quick feasibility check...

Money-for-ton with minimum ton-for-ton delivery

SCIENCE
BASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

Company B : Technology company

Both:

e Total ongoing emissions: 10.5 million tCO,e
o Scope 1+2 emissions: 500k tCO_e
o Scope 3 emissions: 10 million tCO_e

e Profit in the reporting year: $70 billion

e Profit perton: 6667 $/tCO_e

10.5 million
tCOZe

100% of ongoing
emissions

10.5 million
tCO e

50% of ongoing
emissions

Science-based

x carbon price:

$75

MINIMUM tCO_e

5.3 million tCO_e

-

TOTAL BUDGET

$ 788 million

1.1% of profit

24



Quick feasibility check... SASED
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Money-for-ton with minimum ton-for-ton delivery

Company C : Mining company

Science-based TOTAL BUDGET
600 million x 100% of ongoing x carbon price:
tCOe emissions $ 45 billion
$75
Both:
- 375% of profit
MINIMUM tCO_e
600 million x 50% of ongoing | s
tCO,e emissions — 300 million
tCO,e

e Total ongoing emissions: 600 million tCO,e
o Scope 1+2 emissions: 30 million tCO,e
o Scope 3 emissions; 570 million tCO_e

e Profitin the reporting year; $12 billion

e Profit per ton: 20 $/tCOe

25
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Conclusion (we encourage you to challenge us...) @ SASED

e The money-for-ton model with a minimum ton-for-ton delivery requirement is the most effective approach for
incentivizing a full portfolio of climate action. It enables companies to fund not only ex-post mitigation, but also ex-ante
activities critical for scaling durable CDR, as well as R&D, innovation, and enabling environment investments. Crucially, it does
so while still ensuring that a minimum threshold of ex-post mitigation is actually delivered.

e Within this model, we could consider requiring a split between reductions/avoidance and removals, but doing so
introduces complexity, and may be unnecessary. Since companies are operating with a fixed budget, they are naturally
incentivized to fund a mix of lower-cost solutions and higher-cost durable removals. Over time, it is in their interest to increase
their share of removals as part of future-proofing their net-zero pathway and helping to build the supply of removals needed
to neutralize residual emissions.

e That said, doing this in a genuinely science-based way - with a high benchmark carbon price and wide coverage of
ongoing emissions — comes at a significant cost for companies. This level of ambition, while desirable, may limit uptake if the
framework is optional.

e To improve feasibility without sacrificing integrity, we should explore adaptive models, such as:
o Differentiated carbon pricing (e.g. lower for scope 3, higher for scope 1&2)
o Tiered frameworks with a clear “entry level” and a ladder of ambition toward full responsibility

e While these adaptive approaches may sacrifice some simplicity, they could accelerate broader adoption while
preserving the upward pressure on ambition and removals share over time.
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Recognition only phase
options

1. Should CNZS V2.0 incentivize Goal 2 BVCM activities (e.g., ex-ante, R&D or
enabling actions that dont directly result in quantifiable mitigation tCO,e) in
addition to verified ex-post mitigation outcomes?

2. Do you support a Money-for-Ton approach with a minimum Ton-for-Ton delivery
requirement?

3. Should recognition follow a tiered approach (entry level and full responsibility) or
simply set a minimum bar?

4. If we follow a Money-for-Ton approach with a minimum Ton-for-Ton delivery,
what % of ongoing emissions should be covered on a Ton-for-Ton basis?

5. If we specify a split of avoidance/ reduction/ removals mitigation outcomes, do
you support requiring at least 10% of mitigation outcomes to be removals?

6. Do you support different carbon prices for scopes 1 and 2 versus scope 3 (given
scope 3 is inherently double counted across corporate inventories)?

Join us on Mentimeter:

https:/www.menti.com
/alp4ijabit3u
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AGENDA

Welcome & housekeeping 10 min
SBTI presentation: Phased approach proposal 15 min
Presentation and discussion: Recognition only phase 60 min

Presentation and discussion: Recognition and
requirement phase 60 Min

Next steps 5 min



Recognition and requirement phase: When should mandatory SOENOE

requirements take effect, and what should they entail? TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

Option A: Mandatory Scope 1 residual emissions targets

A. Mandatory Scope 1 residual emissions targets

Still to be defined for this option:

After the compliance date, companies are required to set
interim removal targets to proactively address scope 1
residual emissions with a linear growth trajectory toward net
zero.

Proposal

»  When should the compliance period commence?
(2035 suggested in the pre-read)

»  What durability threshold for removals should be
required? For example, should removals meet a
minimum durability, or a portfolio approach based

Transition period aims to build market readiness, enabling on increasing average durability over time?

Rationale companies to scale up their capacity for removals ahead of the

. »  For companies without projected scope 1 residual
compliance phase.

emissions, OER recognition remains an option.
Should we ratchet ambition of the minimum
recognition threshold?

v Builds on existing CDR x  Limited to Scope 1, may

EWG work overburden sectors with
v Drives early planning and high emissions and
investment in removals. limited access to
removals.
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SCIENCE

Global mitigation is falling short of Paris goals BASED

°C

lllustrative temperature pathways

Permanent exceedance of 1.5°C
1.5°C
1.5°C with temporary overshoot
1.5°C with no or limited overshoot
2025 2050 Year
NZY
Carbon _Gl.obal Remaining  gxhausted
budget (Gt) emission peak budget (Gt) in
Before 5028
2025
Before 20
2030 33
1.5C pathways Current trajectory

TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

The pathways underpinning the SBTi target setting framework are
consistent with the goal of limiting warming to 1.5°C by the end of the
Century, following a low or no-overshoot trajectory where global
emissions peak no later than 2025 and net zero is reached by 2050.

However, as global emissions have continued to rise post-2020, a
low-overshoot trajectory is increasingly unrealistic. The current
emissions trajectory implies that the remaining 1.5°C carbon budget will
be exhausted within a few years, increasing the risk of surpassing the
temperature target.

Global climate indicators sources:
https:.//essd.copernicus.org/articles/16/2625/2024/ 30
https:.//carbonbudgetcalculatorcom/



https://essd.copernicus.org/articles/16/2625/2024/
https://carbonbudgetcalculator.com/

As global emissions continue to rise, realigning ambition is critical to stay on track SOENGE
with a 1.5°C pathway. BVCM currently offers the most feasible and actionable way TARGETS

fo rwa rd DRIVING AMBITIOUS CORPORATE CLIMATE ACTION
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CNZS V2.0 sorts companies into category A or B based on their
size and the location of their headquarters

~ SCIENCE
| BASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

Based on World
Bank classification

Company size Company location*
Number of Net annual Balance Emissions High and Low and
employees turnover (sc.1+2) upper-middle lower-middle
” $ or € tCO e income income
2 countries countries

Large

At least 1 criteria >1,000 >450M

Medium _ _

At least 2 criteria 250 - 1,000 50 - 450M

Small

At least 2 criteria <250 <5OM <10,000

and under CO_e
threshold

1. Based on World Bank Classification of countries

32

Note: Standard alignment with CSRD criteria; "Large" and "Medium" companies fall into the CSRD "Large" company group, and "Small' companies fall into the CSRD "Medium, small, and micro":

A medium company is
considered to be based
in low or lower-middle
income country if it's HQ
isin a low or
lower-income country
and it's turnover derived
from high or
upper-middle income
countries is <50M ($ or€)
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Which economies are responsible for the 1.5 overshoot? SASED

: . : : TARGETS
Even if current emission pledges are met, by 2050 developed economies will accrue e
80% of the carbon debt

A B Scenario — CurPol --- CurPledge Group — Earlier debtors —— Later debtors

Current situation (panel A): we are on
an overshooting trajectory and even
when considering current
commitment (CurPledge) we are on
a pathway to 1.8C median peak
warming

% When accounting for historical
emissions (panel B right bottom

Emissions (GtCO2-FFI yr—)
Emissions (tCO2-FFl cap~" yr—")

o

=Y

S

&

&

O Y CirEledge. oo -(1)6%*’/ quadrant): by 2050, developed

3 - economies are responsible for 97%

@ ioC--gF--------- _— of the overshoot even when current
o | L 0 .

5 2% NDCs are met (blue dotted line )

é While developing countries have

CRE 1000) r50% minimal responsibilities (green lines)

in the short term, this increases over

Carbon debt accrual (GtCOz2)
Overshoot responsibility (%)

500 time, especially if NDCs are not met.
-0
N © W S D $ N o © & N $ » Source;
S P > P ® v qE P P P B W P Pelz (2025). Using net-zero carbon debt to track
Earlier debtors - NAM: North America, EUR: Europe, APD: Asia-Pacific Developed, EEA: Eastern Europe and West-Central Asia, EAS: Eastern Asia, MEA: North Africa and Middle East climate overshoot responsibility. PNAS

Later debtors - PAS: South-East Asia and developing Pacific, LAC: Latin America and Caribbean, AFR: Sub-saharan Africa, SAS: Southern Asia 33



Recognition and requirement phase: When should mandatory \ SOENCE

requirements take effect, and what should they entail? | TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

Option B: 2040 mandatory requirement for Cat A companies to address ongoing emissions

B. 2040 mandatory requirement for Cat A

companies to address ongoing emissions

From 2040 onwards, category A companies (large corporates
in high-income countries) are required to take full
responsibility for Scopes 1-3 ongoing emissions.

Still to be defined for this option:

Proposal

» Should we specify the split of mitigation
outcomes required for addressing ongoing
emissions after 20407

What durability threshold for removals should be
required? For example, should removals meet a
minimum durability, or a portfolio approach based
on increasing average durability over time?

High-income countries have already consumed a
Rationale disproportionate share of the global carbon budget - companies
in these countries should accelerate decarbonization efforts.

v Ensures high-capacity X Ambitious target may
actors lead prove operationally

v CNZS V2.0 becomes challenging; delayed
more equitable. compliance risks slower

market mobilization.

v
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Recognition and requirement
phase options

1. Which of the recognition and requirement phase options do you prefer?

2. If we go with Option A, mandatory Scope 1 residual emissions targets, when
should the compliance period commence?

3. If we go with Option B, 2040 mandatory requirement for Cat A companies to
address ongoing emissions, should we specify a split of mitigation outcomes?

4. If we specify a split, should the required share of removals increase over time?

Join us on Mentimeter:

https:/www.menti.com
/alp4ijabit3u




SCIENCE
BASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

AGENDA

Welcome & housekeeping 10 min
SBTI presentation: Phased approach proposal 15 min
Presentation and discussion: Recognition only phase 60 min

Presentation and discussion: Recognition and
requirement phase 60 min

Next steps 5 mMin



11th September, in-person ()... TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

What to expect between now and our next meeting gth - % ; SCIENGE

v=| Post-meeting survey will be Today's slides and minutes will be || Pre-reads for our in-person meeting

v—| shared by next week uploaded to our shared folder will be shared 5 days in advance

Any questions? You can reach us at:
BVCM alicefarrelly@sciencebasedtargets.org and scarlettbenson@sciencebasedtargets.org

CDR: pierapatrizio@sciencebasedtargets.org and humphreyadun@sciencebasedtargets.org

If you haven't already, please respond to the invite for the in-person meetings in London.
Daily meeting schedule:
= Tues gth Sept 10am-5pm
= Weds 10th Sept 9am-5pm
= Thurs 11th Sept 9am-3pm
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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.




