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Often the market claims Paris-alighment, but global emissions are not dropping

Global emissions from oil and gas have increased
Why? since the Paris Agreement was adopted

20%

Companies use scenarios to claim
alignment with the Paris Agreement.

10%

What is the result?

Companies do not use scenarios
appropriately to claim Paris-aligned
strategies. Investors continue to invest in

new fossil fuel projects. - 2016 2017 2018 2019 2020 2021 2022

-10%

% change in emissions since the Paris Agreement

— Global emissions from 0&G

Source: IEA WEO extended datasets, company disclosures, ACCR modelling

ACCR | accr.org.au | 2



We ... The IAMC community can ...

... find widespread
scenario misuse in
climate disclosures

... introduce scenario
expiry dates & renewal
processes

... develop a simplified
scenario assessment
and escalation
framework

... establish new peak
temperature / overshoot
naming conventions

... establish a public
consultation mechanism
for scenario databases

... advocate for
engagement with the
expert community
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Investor-owned companies represent almost a quarter of carbon majors' emissions.
We investigated more than half of them

All carbon majors Investor-owned carbon majors
100
w‘ IIII IIII
e} 7.5
Q 20 . II
o ©
5 )
S  Study
E . sample
o 10 ) i
; o0 |lll
=
S
7]
o
0] E
& \ *19 m 19'9 'P FP - 2.5
Year
[ investor-owned Company [ nation State [l State-owned Entity
We examine the climate-related disclosures of a 0.0-
sample, representing more than half of total investor- o§> cha & $ O R o
: . N X P P P P 03
owned carbon major emissions. Year
Some had a Say on Climate vote: investors voting on | |
. CM ranked & Say on Climate CM ranked only . Mot in sample

investment strategy

| accr.org.au | 4
' The 122 largest oil, gas, coal, and cement producers. Source: https://carbonmajors.org/ - ACCR g



https://carbonmajors.org/

Some carbon majors used IAM scenarios to assess Paris alighment

IPCC scenarios 1
IEA scenarios 1
NGFS scenarios 1
Paris targets
Resilience 1

Scope 31

CM ranked only

0% 25% 50% 75% 100%
Proportion with climate-related disclosures mentioning ...

We examined whether and how scenarios
were used to claim alignment with the Paris
Agreement.

Large emissions companies may talk
about targets and use scenarios.
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Most Say on Climate participants used 1AM scenarios to assess Paris alighment

CM ranked only @ CM ranked & Say on Climate _ _
We examined whether and how scenarios

were used to claim alignment with the Paris
Agreement.

IPCC scenarios o

IEA scenarios L
Large emissions companies may talk

NGFS scenarios{ 2 .
about targets and use scenarios.

Paris targets ®
Say on Climate participants are more
Resilience ® likely to mention IAM scenarios, global
climate goals, resilience to climate

Scope 3 @ . o
impacts and scope 3 emissions.
0% 25% 50% 75% 100% S Cli .. ated
Proportion with climate-related disclosures mentioning ... >ay on Climate participation motivate

scenario use, but also scenario misuse.
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A summary of |IAM scenario
misuse across our sample of
investor-owned carbon majors
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93% of companies using scenarios do not
disclose CCS/CDR requirements

Companies use global scenario
Global carbon emissions® temperature labels without
sroreos disclosing scenario CCS / CDR
| requirements post 2050 - when
these are most important for
addressing overshoot.

Scenario temperature labels
without clear full-century CCS /

Claims this is a CDR assumptions obfuscate risks
1.5°C scenario oy
and opportunities relevant to
2040 .
Investors.

O— Newmomentum  O— Net Zero
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67% of companies used scenarios that

were 2* years old

Equinor emission reductions vs IPCC 1.5°C pathway

<>

Ae
2022 report equinor

Claimed
alignment

15°Cinterquartile range
1.5°C median

= Equinor historical emissions

60% - - - Equinor expected S1+2 emissions < 2018 scenarios

2015 2020 { 2025

Companies compare relative reduction
targets to older emissions scenarios
neglecting that recent real-world
emissions were quite different.

Company reduction targets informed by
older scenarios no longer align with
scenario temperature labels.

These targets will need to be steeper
due to inaction, masking important
downsides for investors.
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47% of companies collapse scenario paths
into ranges or ‘ribbons’

Companies collapse scenarios
Potential global use of gas in pathways that limit warming'?* into ‘ribbons’, which masks

i

Woodside
Energy

commodity path dependencies.

Presenting a ‘ribbon’ implies that
a scenario along the upper-bound
exists and complies with labelled
temperature targets.
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Historical Gas Production (IEA)

(no avershoot) scenarios (C1): Global gas use range

This misrepresents stranded
asset risk and commodity

dependencies.
sACCR

1.5°C to 2°C range (C1, C2, C3):

1.5°C




40% of companies collapse variables across

incompatible scenarios

Exhlblt 13. Most scenarlos, which vary In likellhood, show a
range of energy sources wlll make up the future energy mix

(Exajoules) Chevron

( - A range of energy

sources in 2040’

/1

Coal Wind and solar OLCE*

2022 Demand 2040 Average scenario demand

2040 Scenario ranges

A collection of incompatible scenarios

urces: IEA,

Companies present averages or ranges of
variables across incompatible scenarios,
erasing scenario-specific trade-offs and
dependencies.

This implies that the upper bounds across
commodity ranges are feasible and aligned

with temperature goals.

This misrepresents stranded asset
and reserve risk.
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40% of companies using scenarios neglect
probabilistic temperature rise

energy sources. Repsol has compared its decarbonization
pathway with that of the different 1.5°C scenarios of the IPCC
(AR6, 2022), calculating a carbon intensity for the scenarios

based on GHG emissions data (CO,, CH,, N,O) and primary
energy (IIASA™), in order to draw comparisons with the
I’ed UCtiOﬂ O}C Repsol Carbon intensity (o COZe/MJ]

-
REPSOL

scenarios

Companies do not disclose distinct
probabilistic peak and long-term
temperature likelihoods associated with
their reference scenarios.

A naive grouping of scenarios by vague
temperature labels neglects substantive
differences in impacts and feasibility of
managing overshoot.
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33% of companies using scenarios compare
targets to paths

Shell's Paris-aligned targets

Companies present targets without any

Unclear path o ] ] ]
indication of paths between these, implying

120% between targets

o ] / alignment with temperature goals that depend
St on cumulative emissions over time, not levels in
o the target year.

60% i

40% e While paths may be uncertain, not showing

oo these at all generates an implied feasibility of

Shell T meeting targets in alignment with climate goals.

OL;DIO 2015 2020 2025 2030 2035 2040 2045 2050 2055 ThIS miSpresentS Company Strategy reSi”ence

to mitigation pathways.
a [] IPCC ARS b Shell c |[EA APS

1.5°C range historical

IEA NZE e | Shell targets -ACCR




27% of companies mix sector-specific and
economy-wide emissions paths

i 2.4°C
TotalEnergies STEPS (2.4°C)

APS (1.7°C)
AIE (WEO 2023)

— Lifecycle carbon intensity of energy
products sold: TotalEnergies

e TotalEnergies - Objectifs 2025-2030

Primarily
Oil & Gas Whole economy

(including coal)
/ NZE (1.5°C)
-60—

GHG emissions. 2. TotalEneraies’ lifecvcle carbon intensitv of enefy products sold (see re
port's glossary for further details) and the change in carbon intgsity of the world's energy,
calculated as the ratio of the world's CO, emissions from fossil fuels (in Mt CO,) to the total
primary energy supply (in EJ) of the IEA's World Energy Outlook 2023. A replacement factor

Companies compare sector-specific
pathways with different emissions
intensities and emissions reductions
rates to whole economy scenarios.

This neglects scenario-specific
sectoral emissions reductions
targets in the reference scenarios,
mispresenting alignment.

sACCR



How the IAMC can help prevent and correct scenario misuse

Introduce scenario expiry dates alongside
processes for scenario update and renewal

Make explicit scenario peak temperature and
overshoot duration in naming conventions

Establish a public ‘ask-the-project-team’
consultation mechanism for scenario databases
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ACCR is a multidisciplinary organisation with \
expertise in shareholder strategy, equitiesanalysis,
climate science and legal risk. Our focus is enabling _\
investors to escalate their engagements with major,
heavy-emitting listed companies in their portfolios,

as a tool for managing physical climate risk.
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DISCLAIMER

Copyright
Any and all of the content presented in this report is, unless explicitly stated otherwise, subject to a copyright held by the ACCR. No reproduction is permitted without the prior written permission of ACCR.
No distribution where licence would be required

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality,
state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or would subject ACCR to any registration or licensing requirement within
such jurisdiction. By accepting this document, the recipient will be deemed to represent that they possess, either individually or through their advisers, sufficient investment expertise to understand the
risks involved in any purchase or sale of any financial instruments discussed herein.

Nature of information

None of ACCR, its officers, agents, representatives or and employees holds an Australian Financial Services Licence (AFSL), and none of them purports to give advice or operate in any way in contravention
of the relevant financial services laws. ACCR, its officers, agents, representatives and employees exclude liability whatsoever in negligence or otherwise, for any loss or damage relating to this document or
its publications to the full extent permitted by law.

This document has been prepared as information or education only without consideration of any user's specific investment objectives, personal financial situation or needs. It is not professional advice or
recommendations (including financial, legal or other professional advice); it is not an advertisement nor is it a solicitation or an offer to buy or sell any financial instruments or to participate in any
particular trading strategy. Because of this, no reader should rely upon the information and/or recommendations contained in this document. Users should, before acting on any information contained
herein, consider the appropriateness of the information, having regard to their objectives, financial situation and needs. It is your responsibility to obtain appropriate advice suitable to your particular
circumstances from a qualified professional before acting or omitting to act based on any information obtained on or through the report. By receiving this document, the recipient acknowledges and agrees
with the intended purpose described above and further disclaims any expectation or belief that the information constitutes investment advice to the recipient or otherwise purports to meet the investment
objectives of the recipient.

No representation is made that any estimated returns in this document will be achieved, or that all (or any) assumptions in achieving these returns have been considered or stated. It should not be
assumed that any of the securities transactions or holdings referenced in this document were, or will prove to be, profitable, or that any future investment decisions will be profitable, or will be comparable
to the investment performance of the securities or strategies discussed in this document. Past performance of any investment is not indicative, or a guarantee, of future results.
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DISCLAIMER

Forward looking statements

”

Certain information constitutes “forward-looking statements”, which can be identified by the use of forward-looking terminology such as “may”, “will”, “should”, “expect”, “anticipate”, “target”, “project”,
“estimate”, “intend”, “continue” or “believe”, or the negatives thereof or other variations thereon or comparable terminology. The projected results and statements contained in this document that are not
historical facts are based on current expectations and assumptions and involve risks, uncertainties and other factors that may cause actual results, performance or achievements to be materially different
from any future results, performance or achievements expressed or implied by such projected results and statements. Assumptions relating to the foregoing involve judgments with respect to, among other

things, future economic, competitive and market conditions and future business decisions, all of which are difficult or impossible to predict accurately and many of which are beyond the control of ACCR.
Information not complete or accurate

The information contained in this report has been prepared based on material gathered through a detailed industry analysis and other sources and although the findings in this report are based on a
qualitative study no warranty is made as to completeness, accuracy or reliability of fact in relation to the statements and representations made by or the information and documentation provided by parties
consulted as part of the process.

The sources of the information provided are indicated in the report and ACCR has not sought to independently verify these sources unless it has stated that it has done so. ACCR is not under any
obligation in any circumstance to update this report in either oral or written form for events occurring after the report has been issued. The report is intended to provide an overview of the current state of
the relevant industry or practice.

This report focuses on climate related matters and does not purport to consider other or all relevant environmental, social and governance issues.

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. ACCR does not represent that any transaction
can or could have been affected at those prices, and any prices do not necessarily reflect ACCR’s internal books and records or theoretical model-based valuations and may be based on certain
assumptions. Different assumptions by ACCR or any other source may yield substantially different results.

Conflicts of Interest

ACCR provides independent reports on companies’ environmental, social and governance practices. ACCR, its members, employees and affiliates may have a long position in securities discussed in this
document. ACCR intend to continue trading in these securities and may at any time be long these securities (or any other securities of the same issuer) or any related investments, regardless of the
position or views expressed in this document.

Links to Other Websites

This document may contain links to other websites not owned or controlled by the ACCR and ACCR assumes no responsibility for the content or general practices of any of these third party websites
and/or services whose terms and conditions and privacy policy should be read should you access a website as a result of following a link cited in this report.

ACCR | accr.org.au | 18



	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12
	Slide Number 13
	Slide Number 14
	Slide Number 15
	Slide Number 16
	Slide Number 17
	Slide Number 18

