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Background and Context

Climate Engagement Canada will be benchmarking Focus List Companies’ commitments and perfor-
mance against its engagement framework, as well as those of industry peers.

This benchmark will be useful to participants when engaging with companies to create common stan-
dards and provide a framework for those conversations and the setting of engagement objectives, to
help us reach net zero.

Engagement teams may use this evaluation to highlight areas of discussion and ways to improve prac-
tices at the Company. They may also provide examples of best practices by other companies that meet
or exceed CEC expectations on a particular issue.

The benchmark is a key element of Climate Engagement Canada’s engagement strategy, as set out in
the CEC participant handbook.

CEC Benchmark Adjustments based on consultation feedback

The CEC Net Zero Benchmark framework was released for comments after careful consideration by the
initiative’'s Technical and Steering Committees. The consultation, alongside previous efforts by the initia-
tive help ensure the benchmark is suitable for the Canadian context, in particular, in relation to assess-
ing potential impacts of the net zero transition on Indigenous Peoples.

This document provides the adjusted draft of the CEC Net Zero Company Benchmark disclosure indica-
tors, inclusive of detailed guidance and methodologies.

Disclosure Indicators

The CEC disclosure indicators as recommended by members of Technical Committee and its Just
Transition/Indigenous Issues Working Group draw largely on the CA100+ Benchmark Framework of
March 2022, and only vary by a new set of Just Transition Indicators. The target time horizons in the
final version of CEC’s Net Zero Benchmark have been adjusted to align with the timelines of CA100+'s
Benchmark 2.0.

On the following pages you will find:

+ acomplete set of the CEC Net Zero Benchmark Indicators, followed by

+ acomplete set of the interpretive guidance document which will help with evaluating performance
against these indicators.

Alignment Indicators

The disclosure assessments will be complemented by sector-specific studies of alignment of capital
expenditures, lobbying and advocacy activities, and other elements which will help investors assess
company progress on climate objectives. CEC will announce specific alignment assessments to be pro-
duced in 2024. For examples of alignment assessments produced by CA100+ to date, see:
https://www.climateaction100.org/wp-content/uploads/2021/11/CTI-CA100-Benchmark-Alignment-In-
dicators-Methodology_Nov21.pdf



https://climateengagement.ca/focus-list/
https://www.climateaction100.org/wp-content/uploads/2021/11/CTI-CA100-Benchmark-Alignment-Indicators-Methodology_Nov21.pdf
https://www.climateaction100.org/wp-content/uploads/2021/11/CTI-CA100-Benchmark-Alignment-Indicators-Methodology_Nov21.pdf
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CEC Net-zero Benchmark Indicators

Disclosure Indicator 1 - Net Zero GHG Emissions by 2050 (or sooner) ambition

Sub-indicator 1.1

The company has set an ambition to achieve net zero GHG emissions by 2050 or sooner.
Metric a): The company has made a qualitative net zero GHG emissions ambition statement that
includes all (or nearly all) Scope 1 and 2 emissions (i.e., direct operations).
Metric b): The company’s net-zero GHG emissions ambition covers the most relevant Scope 3 GHG
emissions categories for the company’s sector, where applicable.?

Disclosure Indicator 2 - Long-term (2036-2050) GHG reduction target(s)?

Sub-indicator 2.1 - Long-term target
The company has set a target for reducing its GHG emissions between 2036 and 2050.

Sub-indicator 2.2 — Scope of long-term target
The long-term (2036 to 2050) GHG reduction target covers at least 95% of Scope 1 & 2 emissions and the most
relevant Scope 3 emissions (where applicable).
Metric a): The company has specified that this target covers at least 95% of its total Scope 1 and 2
emissions.
Metric b): Where applicable, the company’s Scope 3 GHG emissions target covers at least the most
relevant Scope 3 emissions categories for the sector, and the company has published the methodology
used to establish the Scope 3 target.

Sub-indicator 2.3 4 5 - Long-term alignment to 1.5°C

The company’s last disclosed carbon intensity OR its short-term or medium-term targeted carbon intensity OR
the company’s expected carbon intensity derived from their long-term GHG target is aligned with or below the

relevant sector trajectory needed to achieve the Paris Agreement goal of limiting global temperature increase

to 1.5° Celsius with low or no overshoot in 2050.

In the case of electricity utility companies, the relevant year of long-term alignment is 2040. This is equivalent
to IPCC Special Report on 1.5° Celsius pathway P1 or net zero emissions by 2050.

Disclosure Indicator 3 - Medium-term (2027 and 2035) GHG reduction target(s) ©

Sub-indicator 3.1 — Medium-term target
The company has set a target for reducing its GHG emissions by between 2027 and 2035.

2 See Appendix A, Sector classification & scope 3 emissions application

3 The necessary timeframe for companies to achieve net zero GHG emissions differs depending on the sector.

4 Note that sub-indicators 2.3, 3.3 and 4.3 will be based on Transition Pathway Initiative’s Carbon Performance methodology, which applies the Sectoral Decarbonisation
Approach (SDA), a science-based method for companies to set GHG reduction targets necessary to stay within reference climate scenarios.

5 Sub-indicators 2.3, 3.3 and 4.3 utilize the International Energy Agency (IEA)’s previous Beyond 2 Degrees Scenario (B2DS) measure by incorporating the IEA’'s 1.5°C scenario
(Net zero by 2050) released in May 2021, for sectors where data is available. This sets out a pathway to reach net zero emissions by mid-century and keep the temperature
rise to 1.5°C with a 50% probability. The emissions pathway of IEA’'s Net-Zero Emissions by 2050 Scenario used in this assessment broadly follows an IPCC 1.5C scenario P2
trajectory until 2030 with emissions falling faster thereafter, reaching net zero in 2050 (IEA, 2021). Although this scenario considers a wider range of abatement technologies
than the IPCC P1 pathway, both scenarios represent a no or low overshoot 1.5C pathway with limited reliance on negative emissions. Despite the IEA scenario not being
strictly equivalent to the IPCC Special Report on 1.5°C pathway P1 it serves the purpose of illustrating the unparalleled transformation of energy systems and economies
required in a transition to net zero emissions by 2050. CEC currently therefore views the IEA's Net zero by 2050 scenario as the best available and most suitable for its granular
benchmarking purposes, in line with the goal to assess companies against the Paris Agreement goal of limiting global temperature increase to 1.5°C.

6 The time horizons for medium-term GHG reduction targets in the CEC Net Zero Benchmark were modified from the CA100+ benchmark version March 2022 to correspond
with the time horizon in the 2.0 version.
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Sub-indicator 3.2 — Scope of medium-term target
The medium-term (2027 to 2035) GHG reduction target covers at least 95% of Scope 1 & 2 emissions and the
most relevant Scope 3 emissions (where applicable).
Metric a): The company has specified that this target covers at least 95% of its total Scope 1 and 2
emissions.
Metric b): If the company has set a Scope 3 GHG emissions target, it covers the most
relevant Scope 3 emissions categories for the company’s sector (for applicable sectors),
and the company has published the methodology used to establish any Scope 3 target.

Sub-indicator 3.3 — Medium-term alignment to 1.5°C

The company'’s last disclosed carbon intensity or its short-term targeted carbon intensity target OR the compa-
ny's expected carbon intensity derived from their medium-term GHG target is aligned with or below the relevant
sector trajectory needed to achieve the Paris Agreement goal of limiting global temperature increase to 1.5°
Celsius with low or no overshoot in 2035.

This is equivalent to IPCC Special Report on 1.5° Celsius pathway P1 or net zero emissions by 2050.
Disclosure Indicator 4 - Short-term (up to 2026) GHG reduction target(s)’

Sub-indicator 4.1 — Short-term target
The company has set a target for reducing its GHG emissions between 2023 and 2026.

Sub-indicator 4.2 — Scope of short-term target
The short-term (up to 2026) GHG reduction target covers at least 95% of Scope 1 & 2 emissions and the most
relevant Scope 3 emissions (where applicable).
Metric a): The company has specified that this target covers at least 95% of its total Scope 1 and 2
emissions.
Metric b): If the company has set a Scope 3 GHG emissions target, it covers the most relevant Scope
3 emissions categories for the company’s sector (for applicable sectors), and the company has
published the methodology used to establish any Scope 3 target.

Sub-indicator 4.3 — Short-term alignment to 1.5°C

The company’s last disclosed carbon intensity OR the company’s expected carbon intensity derived from their
short-term GHG target is aligned with or below the trajectory (for its respective sector) to achieve the Paris
Agreement goal of limiting global temperature increase to 1.5°Celsius with low or no overshoot (equivalent to
IPCC Special Report on 1.5° Celsius pathway P1 or net zero emissions by 2050) in 2026.

Disclosure Indicator 5 - Decarbonisation Strategy
Sub-indicator 5.1 — Strategy to meet GHG reduction targets

The company has a decarbonisation strategy that explains how it intends to meet its long and medium-term
GHG reduction targets.®
Metric a): The company identifies the set of actions it intends to take to achieve its GHG reduction
targets over the targeted timeframe. These measures clearly refer to the main sources of its
GHG emissions, including Scope 3 emissions where applicable.

7 The time horizons for medium-term GHG reduction targets in the CEC Net Zero Benchmark were modified from the CA100+ benchmark version March 2022 to correspond
with the time horizon in the 2.0 version.

8 The use of offsetting or carbon credits should be avoided and limited if at all applied. Offsetting or ‘carbon dioxide removal’ should not be used by companies operating

in sectors where viable decarbonisation technologies exist. For example, offsetting would not be considered credible if used to offset emissions for a coal-fired power plant
because viable alternatives exist to coal-fired power plants.
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Metric b): The company quantifies key elements of this strategy with respect to the major sources of
its emissions, including Scope 3 emissions where applicable (e.g. changing technology or product mix,
supply chain measures, R&D spending).

Sub-indicator 5.2 - Climate solutions commitment®
The company'’s decarbonisation strategy specifies the role of climate solutions (i.e., low-carbon technologies,
infrastructure or other activities which help displace fossil fuels).’®
Metric a): The company discloses the revenue it already generates from climate solutions and disclos
es their share in overall sales.
Metric b): The company has set a target to increase the share of revenues from climate solutions in its
overall sales.

Disclosure Indicator 6 - Capital Allocation Alignment

Sub-indicator 6.1 — Future capex alignment

The company is working to decarbonise its capital expenditures.
Metric a): The company explicitly commits to align its capital expenditure plans with its long-term GHG
reduction target OR to phase out planned expenditure in unabated carbon intensive assets or products.
Metric b): The company explicitly commits to align its capital expenditure plans with the Paris Agree
ment’s objective of limiting global warming to 1.5° Celsius AND to phase out investment in unabated
carbon intensive assets or products.

Sub-indicator 6.2 — Methodology for alignment

The company discloses the methodology used to determine the Paris alignment of its future capital

expenditures.
Metric a): The company discloses the methodology and criteria it uses to assess the alignment of its
capital expenditure plans with decarbonisation goals, including key assumptions and key performance
indicators (KPIs).
Metric b): The methodology quantifies key outcomes, including the percentage share of its capital
expenditures that is invested in carbon intensive assets or products, and the year in which capital
expenditures in such assets will peak.

Disclosure Indicator 7 - Public Policy Engagement on Climate

Sub-indicator 7.1 — Advocacy position aligned with Paris Agreement
The company has a Paris Agreement-aligned climate advocacy position and all of its direct advocacy activities
are aligned with this.
Metric a): The company has a specific commitment/position statement to conduct all of its advocacy
in line with the goals of the Paris Agreement.
Metric b): The company lists its climate-related lobbying activities, e.g. meetings, policy submissions,
etc.

Sub-indicator 7.2 — Trade association advocacy consistency
The company has Paris Agreement-aligned advocacy expectations for its trade associations, and it discloses
its trade association memberships.

9 Indicator 5.2 was omitted from the assessment this year as the Canadian Transition Taxonomy has not yet been published and is required to assess this indicator.

10 The assessment of sub-indicator 5.2 and related metrics will leverage the Canadian Taxonomy (when it is published) and/or the European Union’s Green Taxonomy criteria
on turnover, revenues, or green projects, as appropriate. The criteria used to assess companies with significant operations in jurisdictions subject to climate solutions classifi-
cation systems and regional taxonomies will be at the discretion of the CEC Technical Committee.

Though the sectors currently covered include the vast majority of companies, carbon performance cannot yet be assessed for the following sectors: Chemicals, Coal mining,
Consumer goods & Services, Oil & gas distribution, Other industrials, Other transport. The sector Autos will be assessed on the 2 Degree Scenario (high efficiency) and Paper
B2DS, the best available for those sectors. This approach mirrors the CA100+ approach as set out in the Disclosure Benchmark, V1,1, October, 2022 https://www.climateac-
tion100.0rg/wp-content/uploads/2021/10/Climate-Action-100-v1.1Benchmark-Indicators-Oct21.pdf, p6.

4
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Metric a): The company has a specific commitment to ensure that the trade associations the company
is a member of lobby in line with the goals of the Paris Agreement.

Metric b): The company discloses its trade associations memberships, policy submissions, and grass
roots lobbying communications.

Sub-indicator 7.3 — Process to ensure trade association Paris Agreement alignment
The company has a process to ensure its trade associations lobby/advocate for policies in accordance with
the Paris Agreement.
Metric a): The company conducts and publishes a review of its trade associations’ climate positions/
alignment with the Paris Agreement.
Metric b): The company explains what actions it took as a result of this review.

Disclosure Indicator 8 - Climate Governance

Sub-indicator 8.1 — Board oversight

The company’s board has clear oversight of climate change.
Metric a): The company discloses evidence of board or board committee oversight of the management
of climate change risks. See the detailed methodology for more information.
Metric b): The company has named a position at the board level with responsibility for climate change.
See the detailed Methodology document for more information.

Sub-indicator 8.2 — Remuneration arrangements

The company’s executive remuneration scheme incorporates climate change performance elements.
Metric a): The company’s CEO and/or at least one other senior executive’s remuneration arrangements
specifically incorporate climate change performance as a KPI determining performance-linked
compensation (reference to ‘ESG’ or ‘sustainability performance’ are insufficient).
Metric b): The company’s CEO and/or at least one other senior executive's remuneration arrangements
incorporate progress towards achieving the company’s GHG reduction targets as a KPI determining
performance linked compensation (requires meeting relevant target indicators 2, 3, and/or 4).

Sub-indicator 8.3 — Board climate-related capabilities/competencies
The board has sufficient capabilities/competencies to assess and manage climate related risks and opportuni-
ties.
Metric a): The company has assessed its board competencies with respect to managing climate risks
and discloses the results of the assessment.
Metric b): The company provides details on the criteria it uses to assess the board competencies with
respect to managing climate risks and/or the measures it is taking to enhance these competencies.

Disclosure Indicator 9 - Just Transition

Sub-Indicator 9.1 — Acknowledgment
The company has made a formal statement recognising the social impacts of their decarbonization strategy
- the Just Transition — as relevant for its business. It has also acknowledged potential impacts on Indigenous
peoples.
Metric a): The company has publicly acknowledged that implementation of its decarbonization strategy
may have impacts on Indigenous communities, Indigenous governments, and/or Indigenous business
es and contractors.
Metric b): The company has publicly acknowledged that implementation of its decarbonization
strategy may have impacts on its workers (including contractors), unions, communities, suppliers, and/
or customers.
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Sub-Indicator 9.2 - Planning and Engagement
The company provides evidence of just transition planning and engages with relevant rights holders and stake-
holders on the development of these plans.
Metric a): In the development of its decarbonization strategy, the company has engaged or has a pro
cess in place to engage with the Indigenous communities, governments, and/or Indigenous businesses
and contractors that may be affected by the implementation of its strategy.
Metric b): In the development of its decarbonization strategy, the company has engaged or has a pro
cess in place to engage with workers (including contractors), unions, communities, suppliers
and/or customers that may be affected by the implementation of its strategy.

Sub-Indicator 9.3 — Commitment

The company has committed to Just Transition principles.
Metric a): The company has committed to addressing adverse impacts of the implementation of its
decarbonization strategy on Indigenous communities, Indigenous governments, and/or Indige
nous businesses and contractors.
Metric b): The company has made a public statement committing to the principles of free, prior and
informed consent (FPIC) where Indigenous peoples are affected by its decarbonization strategy.
Further, the company has outlined a process to ensure the participation of Indigenous peoples
in decisions affecting them is consistent with the effective protection of their fundamental rights.
Metric c¢): The company has committed to decarbonize in line with Just Transition principles as set out
in the International Labour Organization’s Just Transition Guidelines.
Metric d): The company has committed to retain, retrain, redeploy, and/or compensate workers (includ
ing contractors) affected by implementation of its decarbonization strategy.
Metric e): The company discloses the quantifiable Key Performance Indicators it uses to track its com
mitment to a Just Transition.

Disclosure Indicator 10 - TCFD Disclosure

Sub-indicator 10.1 — Support for TCFD recommendations
The company has publicly committed to implement the recommendations of the Task Force on Climate related
Financial Disclosures (TCFD).
Metric a): The company explicitly commits to align its disclosures with the TCFD recommendations OR
it is listed as a supporter on the TCFD website.
Metric b): The company explicitly sign-posts TCFD aligned disclosures in its annual reporting or publish
es them in a TCFD report.

Sub-indicator 10.2 — Scenario analysis

The company employs climate-scenario planning to test its strategic and operational resilience.
Metric a): The company has conducted a climate-related scenario analysis including quantitative ele
ments and disclosed its results.
Metric b): The quantitative scenario analysis explicitly includes a 1.5° Celsius scenario, covers the
entire company, discloses key assumptions and variables used, and reports on the key risks and
opportunities identified.



Appendix A: Sector classification & scope 3 emissions application

Cluster Sector Scope 3 Applicable?
Energy Oil and Gas Yes (use of sold products)

Oil and Gas distribution Yes (use of sold products)

Electric Utilities Utilities with oil/gas distribution
businesses (use of sold product from
distribution businesses)

Coal Mining Yes (use of sold products)

Transport Autos Yes (use of sold products)

Airlines No

Shipping No

Other Transport Yes (use of sold products)

Industrials Aluminum No

Steel No

Chemicals Yes (purchased foods and services
and use of sold products)

Paper No

Diversified Mining

Yes (processing of sold products; for
coal manufacturers also use of sold
products)

Other Industrials

On a case by case basis (non-electrici-
ty use of sold product)

Consumer Goods and services

Consumer Goods and Services

Yes (purchased goods and services)
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Scoring

The CEC Benchmark uses a “yes”/“no”/“partial” system where each Metric is assessed with a binary
Yes / No, based on information and evidence published by the company. Aggregation at the Sub-indi-
cator and Indicator levels then use the following system:

Yes = When all Metrics for a Sub-indicator or Indicator are ‘Yes'.
No = When all Metrics for a Sub-indicator or Indicator are ‘No'.
Partial = When at least one Metric for a Sub-indicator or Indicator is ‘Yes'.

Any Sub-indicator has between one and five Metrics (a, b, ¢, d, and e). Indicators can have multi-
ple Sub-indicators and Metrics (e.g., Indicator 9 is the most comprehensive assessment with three
Sub-indicators and nine possible Metrics). Metrics can also be ‘Not Applicable’ or ‘Not Assessed.
When this is the case, the Metric is not included as part of the threshold for Yes / No / Partial. See
Indicator combinations below for more details.

Sub-indicator Combinations

Any sub-indicator has between one and five metrics (a, b, ¢, d, and e). Below is a summary of the
possible combinations on any one sub-indicator.

Metric Score Combinations Sub-indicator assessment

X.X.a x.X.b sub-indicator x.x

Not Applicable

Not Applicable
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Detailed Guidance

Indicator 1 — Net Zero GHG Emissions by 2050 (or Sooner) Ambition

Sub-indicator 1.1

all) of its direct operations.

The company has set an ambition to achieve net zero GHG emissions by 2050 or sooner.
Metric a): The company has made a qualitative net zero ambition statement that covers all (or nearly

Metric b): The company’s net-zero GHG emissions ambition covers the most relevant Scope 3 GHG
emissions categories for the company’s sector, where applicable.’

Metric a): The company has
made a qualitative net zero GHG
emissions ambition statement
that includes all (or nearly all)
Scope 1 and 2 emissions (i.e.,
direct operations).

Companies can make net zero commitments through a disclosure
that commits the company to a net zero ambition (e.g. stating

that the company will ‘reach’, ‘achieve’ or ‘become’ ‘net zero by’,
‘carbon-neutral by’ or ‘eliminate all emissions by’). Companies that
have set a GHG reduction target that cuts all or nearly all of its (ab-
solute) emissions by 2050 or earlier are also positively assessed
on this Metric.

Description of acceptable disclosure statements may include the
following:

- If a company discloses a qualitative net zero ambition (we as-
sume it covers all or nearly all of their operations) and does not
disclose a carve out.

+ And/or if a company discloses a qualitative net zero ambition
that covers all or nearly all operations.

+ And/or if a company has not declared a qualitative net zero am-
bition, but has committed to or has an approved a long-term SBTi
target that is aligned with a 1.5C pathway.

Metric b): The company’s net
zero GHG emissions ambi-
tion covers the most relevant
Scope 3 GHG emissions
categories for the company'’s
sector, where applicable.

As above, companies can make net zero Scope 3 commitments
through a disclosure that commits the company to a net zero am-
bition that explicitly includes the most relevant Scope 3 emissions
categories.

If the company has set a separate net zero Scope 3 ambition, or
includes Scope 3 emissions in its net zero ambition, the following
details are captured:

+  Whether the Scope 3 ambition is part of or separate from any
Scope 1and/or 2 net zero ambitions.

+  The Scope 3 category (as categorized by the GHG Protocol)
that the ambition covers. The assessment focuses on the
following the categories: purchased good and services (cat-
egory 1 - upstream), processing of sold products (category
10 - downstream), and the use of sold products (category 11
- downstream). If all upstream Scope 3 categories and/or all
downstream Scope 3 are covered by the ambition, this is also
captured. If the covered category is not included in the catego-

1. See Appendix A, Sector classification & scope 3 emissions application.
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ries cited above, the Scope 3 emissions category is captured
as ‘other’.

+ Percentage share of the most relevant Scope 3 GHG emissions
categories covered by the ambition.

+ If acompany discloses a Scope 3 ambition even though Scope
3 emissions are not assessed by CEC in the sector in question,
the ambition detail is nonetheless captured.

« Metric 1.1.b is contingent on the result of 1.1.a; a company
cannot be assessed as ‘Yes' on 1.1.b if it was not assessed as
‘Yes'on 1.1.a.

« Companies for which Scope 3 emissions are not applicable in
the CEC Net Zero Benchmark will be assessed as ‘Not As-
sessed’ ('NA)) on 1.1.b, regardless of whether they have set a
net zero Scope 3 ambition.

INDICATORS 2 to 4 — Long, medium, and short-term emissions targets

These indicators are captured over three different timeframes:

+ Indicator 2: Long-term (2036 to 2050)'3 14
« Indicator 3: Medium-term (2027 to 2035) 1°
+ Indicator 4: Short-term (up to 2026) '

Emissions reduction targets with a 2022 targeted year are not considered in this assessment. However,

if a company has achieved net zero emissions by 2022 on its most material emissions Scope(s), it will be

assessed on the below metrics. For each timeframe, each indicator is composed of three Sub-indicators:

« 1" The company has set a target for reducing its GHG emissions.

« ".2"which is separated into Metric ‘.2.a’ (The company has specified that this target covers at least
95% of its total Scope 1 and 2 emissions; and Metric) and “.2.b’ (where applicable, the company’s
Scope 3 GHG emissions target covers at least the most relevant Scope 3 emissions categories for the
sector, and the company has published the methodology used to establish the Scope 3 target).

+ "3 The company’s last disclosed carbon intensity; OR targeted carbon intensity; OR the company’s
expected carbon intensity derived from its GHG target is aligned with or below the relevant sector
trajectory needed to achieve the Paris Agreement goal of limiting global temperature increase to 1.5°
Celsius with low or no overshoot. This trajectory is equivalent to IPCC Special Report on 1.5° Celsius
pathway P1 or net zero emissions by 2050.17- 18

Metrics .2.a and .2.b are contingent on the results of Sub-indicator .1. Sub-indicator .3 can be independent
from Sub-indicator .1 and .2.

13 The necessary timeframe for companies to achieve net zero GHG emissions differs depending on the sector.

14 Should there be inconsistencies between federal emissions reduction targets and the global climate target of keeping emissions well below 1.5 °C
(relative to pre-industrial levels), the benchmark will err on the side of the most robust and scientifically-grounded emissions targets.

15 The time horizons for medium-term GHG reduction targets in the CEC Net Zero Benchmark were modified from the CA100+ benchmark version March
2022 to correspond with the time horizon in the 2.0 version.

16 The time horizons for short-term GHG reduction targets in the CEC Net Zero Benchmark were modified from the CA100+ benchmark version March
2022 to correspond with the time horizon in the 2.0 version.

17 Note that sub-indicators 2.3, 3.3 and 4.3 will be based on Transition Pathway Initiative’s Carbon Performance methodology, which applies the Sectoral
Decarbonisation Approach (SDA), a science-based method for companies to set GHG reduction targets necessary to stay within reference climate sce-
narios.

18 For this iteration, sub-indicators 2.3, 3.3 and 4.3 will replace the International Energy Agency (IEA)'s previous Beyond 2 Degrees Scenario (B2DS)
measure by incorporating the IEA’'s 1.5°C scenario (Net zero by 2050) released in May 2021, for sectors where data is available. This sets out a pathway
to reach net zero emissions by mid-century and keep the temperature rise to 1.5°C with a 50% probability. The emissions pathway of IEA's Net-Zero Emis-
sions by 2050 Scenario used in this assessment broadly follows an IPCC 1.5C scenario P2 trajectory until 2030 with emissions falling faster thereafter,
reaching net zero in 2050 (IEA, 2021). Although this scenario considers a wider range of abatement technologies than the IPCC P1 pathway, both sce-
narios represent a no or low overshoot 1.5C pathway with limited reliance on negative emissions. Despite the IEA scenario not being strictly equivalent
to the IPCC Special Report on 1.5°C pathway P1 it serves the purpose of illustrating the unparalleled transformation of energy systems and economies

10
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Sub-indicator .1

The company has set a target
for reducing its GHG emis-
sions.

For each company, the following target details are captured:

A GHG reduction commitment will be captured as a target if the
disclosures at minimum clearly identify a target year and a percent-
age reduction (in terms of either absolute GHG emissions or GHG
intensity). If a company states that it is aiming to maintain carbon
emissions at current levels (e.g. at the levels specific in its current
or most recent sustainability report), this is recorded as a 0% reduc-
tion target.

The assessment focuses only on GHG reduction targets. Renewable
energy targets or other sustainability targets are not considered. In-
dividual methane and flaring targets are not considered, unless the
percentage of emissions covered by the targets is clearly disclosed.

If the company discloses multiple targets, they are all captured. For
the assessment, the target covering the largest share of the com-
pany’s emissions is prioritized (i.e. a target covering all emissions
is prioritized for the assessment over targets covering a subset of
emissions). If there are multiple targets covering all emissions (or
the same subset of emissions) the target that has been set most
recently is assessed.

If the company has set a separate long-term Scope 3 target, or
includes Scope 3 emissions in its target, the following details are
captured:

Scope of emissions (Scope 1 and/or Scope 2 and/or Scope 3)
Base year

Percentage reduction targeted (%)

Target year

Unit of the target (tCO2e, kgC0O2e/S, ...)

Year in which target was set

Percentage of emissions covered by target

Source document

Source text

Whether the Scope 3 target is part of or separate from any
Scope 1 or 2 targets.

The Scope 3 Category (as categorized by the GHG Protocol)
that the target covers. The assessment focuses on the follow-
ing the categories: purchased goods and services (category 1

- upstream), processing of sold products (category 10 - down-
stream), and the use of sold products (category 11 - down-
stream). If all upstream Scope 3 categories and/or all down-
stream Scope 3 are covered by the target, this is also captured.

required in a transition to net zero emissions by 2050. CEC currently therefore views the IEA's Net zero by 2050 scenario as the best available and most
suitable for its granular benchmarking purposes, in line with the goal to assess companies against the Paris against the Paris Agreement goal of limiting
global temperature increase to 1.5°C. Though the sectors currently covered include the vast majority of companies, carbon performance cannot yet be
assessed for the following sectors: Chemicals, Coal mining, Consumer goods & Services, Oil & gas distribution, Other industrials, Other transport. The
sector Autos will be assessed on the 2 Degree Scenario (high efficiency) and Paper B2DS, the best available for those sectors. This approach mirrors
the CA100+ approach as set out in the Disclosure Benchmark, V1,1, October, 2022 https://www.climateaction100.org/wp-content/uploads/2021/10/

Climate-Action-100-v1.1Benchmark-Indicators-Oct21.pdf, p6.

11
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If the covered category is not included in the categories cited
above, the Scope 3 emissions category is captured as ‘other.

« The percentage share of Scope 3 emissions covered by the tar-
get in the targeted categories.

+ The methodology used to establish any Scope 3 target, if dis-
closed. If the target methodology is not available, the emissions
calculation methodology used to assess Scope 3 emisssions in
the targeted categories is captured as far as available.

If a company discloses a Scope 3 target even though Scope 3 emis-

sions are not assessed by CEC in the sector in question, the target

detail is nonetheless captured. If a company has a target that is a

net zero target, this is captured both here and in Indicator 1.1.

If a company is assessed to target net zero emissions by 2035 (as-
sessed under Sub-indicator 3.1), this will be automatically accepted
on Sub- indicator 2.1. Similarly, if a company is assessed to target
net zero emissions by 2025 (Sub-indicator 4.1), this will be automat-
ically accepted on Sub-indicators 3.1 and 2.1.

Metric .2 a): The company has Metric .2.a is met if the information captured under Sub-indicator .1
specified that this target covers identifies a target that:

at least 95% of its total Scope 1

and 2 emissions. + Covers over 95% of the company’s Scope 1 and 2 emissions

* Note that this can also be met if the company respectively only
targets Scope 1 emissions or only Scope 2 emissions, but the
company in questions discloses that these account for over 95%
of the company's combined Scope 1 and 2 emissions.

If a company is assessed to target net zero emissions by 2035
with a target covering >95% of Scope 1 and 2 emissions (assessed
under Metric 3.2.a), this will be automatically accepted on Metric
2.2.a. Similarly, if a company is assessed to target net zero emis-
sions by 2028 (Metric 4.2.a), this will be automatically accepted on
Metrics 3.2.a and 2.2.a.

Metric .2 b): Where applicable, In applicable sectors, Metric .2.b is met if the information captured
the company’s Scope 3 GHG under Sub-indicator .1 identifies a target that:

emissions target covers at least + Covers the most relevant Scope 3 emissions categories in the
the most relevant Scope 3 emis- company'’s sector, AND

sions categories for the sector, + The methodology used to establish the Scope 3 target or to

and the company has published calculate Scope 3 emissions of the targeted Scope 3 categories
the methodology used to estab- are available.

lish the Scope 3 target.
If a company is assessed to target net zero emissions by 2035 with

a target covering its applicable Scope 3 emissions (assessed under
Metric 3.2.b), this will be automatically accepted on Metric 2.2.b.
Similarly, if a company is assessed to target net zero its applicable
Scope 3 emissions by 2035 (Metric 4.2.b), this will be automatically
accepted on Metrics 3.2.b and 2.2.b.
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Note that all companies for which Scope 3 emissions are not
applicable will receive assessed as ‘Not Applicable’ (‘Na’) on Metric
2.2.b, regardless of whether they have set a Scope 3 target or not.

2.3 - Long-term alignment to 1.5°C

Sub-indicator Text

The company'’s last disclosed carbon intensity OR its short-term or medium- term targeted carbon intensi-
ty OR the company’s expected carbon intensity derived from their long-term GHG target is aligned with or
below the relevant sector trajectory needed to achieve the Paris Agreement goal of limiting global tem-
perature increase to 1.5° Celsius with low or no overshoot in 2050.

In the case of electricity utility companies, the relevant year of long-term alignment is 2040. This is equiva-
lent to IPCC Special Report on 1.5° Celsius pathway P1 or net zero emissions by 2050.

Detailed Guidance

Sub-indicator 2.3 uses the Transition Pathway Initiative’s methodology to measure companies’ carbon
intensities in 2050. There are three possibilities on how to meet the conditions of this Sub-indicator.

1. If at the last year of disclosure (and without a long-term GHG target), the company’s carbon intensity
is aligned with or below their respective sector’s benchmarked carbon intensity for 2050, they meet the
conditions of the Sub-indicator.

OR

Sub-indicator 2.3 uses the Transition Pathway Initiative’s methodology to measure companies’ carbon
intensities in 2050. There are three possibilities on how to meet the conditions of this Sub-indicator.

1. If at the last year of disclosure (and without a long-term GHG target), the company’s carbon intensity
is aligned with or below their respective sector’s benchmarked carbon intensity for 2050, they meet the
conditions of the Sub-indicator.

OR

2. If the company’s short-term or medium-term targeted carbon intensities are aligned with or below their
respective sector's benchmarked carbon intensity for 2050, they meet the conditions of the Sub-indicator.
OR

3. If the company discloses a long-term GHG target that extends to 2050 and the company’s aimed car-
bon intensity at that time is aligned with or below their respective sector’s benchmarked carbon intensity
for 2050, they meet the conditions of the Sub-indicator.

Therefore, even if companies have not set a long-term target (and therefore score ‘N’ on 2.1, 2.2.a, and
2.2.b), they can score ‘Y’ on Sub-indicator 2.3 if their expected intensity at 2050 is aligned with or below
the trajectory (for the company’s respective sector) to achieve the Paris Agreement goal of limiting global
temperature increase to 1.5°Celsius with low or no overshoot (equivalent to IPCC Special Report on 1.5°
Celsius pathway P1 or net zero emissions by 2050).
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In the absence of 1.5°C consistent scenarios in the aluminum, paper and autos sectors, companies in
these sectors will be measured against a best-available below 2°C scenario. Company assessments will
be adjusted when a credible 1.5°C scenario becomes available. All other sectors are assessed against a
1.5° C scenario.

The 1.5C scenario considered for this iteration of the benchmark is largely based on IEA’s net zero by
2050 report and therefore broadly follows an IPCC P2 Pathway. This pathway is used in the absence of a
suitable P1 scenario. For more detail please see footnote 4 of the indicator wording document published
here on the Climate Action 100+ website.

In the case of electricity utility companies, the relevant year of long-term alignment is 2040.

3.3 = Medium-term alignment to 1.5°C

Sub-indicator .2

The company’s last disclosed carbon intensity or its short-term targeted carbon intensity target OR the
company'’s expected carbon intensity derived from their medium-term GHG target is aligned with or below
the relevant sector trajectory needed to achieve the Paris Agreement goal of limiting global temperature
increase to 1.5° Celsius with low or no overshoot in 2035.

This is equivalent to IPCC Special Report on 1.5° Celsius pathway P1 or net zero emissions by 2050.

Detailed Guidance

Sub-indicator 3.3 uses the Transition Pathway Initiative’s methodology to measure companies’ carbon
intensities in 2035. There are three possibilities on how to meet the conditions of this Sub-indicator.

1) If at the last year of disclosure (and without a medium-term GHG target), the company’s carbon intensi-
ty is aligned with or below their respective sector's benchmarked carbon intensity for 2035, they meet the
conditions of the Subindicator.

OR
If the company’s short-term targeted carbon intensity is aligned with or below their respective sector’s
benchmarked carbon intensity for 2035, they meet the conditions of the Sub-indicator.

OR

If the company discloses a GHG target that extends to 2035 and the company’s aimed carbon intensity at
that time is aligned with or below their respective sector's benchmarked carbon intensity for 2035, they
meet the conditions of the Sub-indicator.

Therefore, even if companies have not set a medium-term target (and therefore score ‘N’ on 3.1, 3.2.a, and
3.2.b), they can score ‘Y’ on sub- indicator 3.3 if their expected intensity at 2035 is aligned with or below
the trajectory (for the company’s respective sector) to achieve the Paris Agreement goal of limiting global
temperature increase to 1.5° Celsius with low or no overshoot (equivalent to IPCC Special Report on 1.5°
Celsius pathway P1or net zero emissions by 2050).
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In the absence of 1.5°C consistent scenarios in the aluminum, paper and autos sectors, companies in
these sectors will be measured against a best-available below 2°C scenario. Company assessments will
be adjusted when a credible 1.5°C scenario becomes available. All other sectors are assessed against a
1.5° C scenario.

The 1.5C scenario considered for this iteration of the benchmark is largely based on IEA's net zero by 2050
report and therefore broadly follows an IPCC P2 Pathway. This pathway is used in the absence of a suit-
able P1 scenario. For more detail please see footnote 4 of the indicator wording document published here
on CA100+ website.

4.3 - Short-term alignment to 1.5°C

Sub-indicator Text

The company’s last disclosed carbon intensity OR the company’s expected carbon intensity derived from
their short-term GHG target is aligned with or below the trajectory (for its respective sector) to achieve
the Paris Agreement goal of limiting global temperature increase to 1.5°Celsius with low or no overshoot
(equivalent to IPCC Special Report on 1.5° Celsius pathway P1 or net zero emissions by 2050) in 2026.

Detailed Guidance

Sub-indicator 4.3 uses the Transition Pathway Initiative’s methodology to measure companies’ carbon
intensities in 2026. There are two possibilities on how to meet the conditions of this Sub-indicator.

If at the last year of disclosure (and without a short-term GHG target), the company’s carbon intensity
is aligned with or below their respective sector’s benchmarked carbon intensity for 2026, they meet the
conditions of the Sub-indicator.

OR

If the company discloses a GHG target that extends to 2026 and the company’s aimed carbon intensity at
that time is aligned with or below their respective sector’'s benchmarked carbon intensity for 2026, they
meet the conditions of the Sub-indicator.

Therefore, even if companies have not set a short-term target (and therefore score ‘N’ on 4.1, 4.2.a, and
4.2.b), they can score 'Y’ on Sub-indicator 4.3 if their expected intensity at 2026 is aligned with or below
the trajectory (for the company’s respective sector) to achieve the Paris Agreement goal of limiting global
temperature increase to 1.5°Celsius with low or no overshoot (equivalent to IPCC Special Report on 1.5°
Celsius pathway P1 or net zero emissions by 2050).

In the absence of 1.5°C consistent scenarios in the aluminum, paper and autos sectors, companies in
these sectors will be measured against a best-available below 2°C scenario. Company assessments will
be adjusted when a credible 1.5°C scenario becomes available. All other sectors are assessed against a
1.5° C scenario.

The 1.5C scenario considered for this iteration of the benchmark is largely based on IEA’s net zero by
2050 report and therefore broadly follows an IPCC P2 Pathway. This pathway is used in the absence of a
suitable P1 scenario. For more detail please see footnote 4 of the indicator wording document published
here on CA100+ website.
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Disclosure Indicator 5 — Decarbonization Strategy

Sub-indicator 5.1 — Strategy to meet GHG reduction targets
The company has a decarbonisation strategy that explains how it intends to meet its long and medi-
um-term GHG reduction targets.

Metric a): The company identifies the set of actions it intends to take to achieve its GHG reduction
targets over the targeted timeframe. These measures clearly refer to the main sources of its GHG
emissions, including Scope 3 emissions where applicable.

Metric b): The company quantifies key elements of this strategy with respect to the major sources
of its emissions, including Scope 3 emissions where applicable (e.g. changing technology

or product mix, supply chain measures, R&D spending).

Metric a): The company identifies Metric 5.1.a is contingent on Sub-indicators 2.1 and 3.1. For com-

the set of actions it intends to panies that have targets meeting Sub-indicators 2.1 and/or 3.1, any
take to achieve its GHG reduction disclosures about concrete actions to achieve these targets are as-
targets over the targeted time- sessed. To be assessed as ‘Yes' on this Metric, the company needs
frame. These measures clearly to disclose a set of actions that meet three key criteria:

refer to the main sources of its
GHG emissions, including Scope 3 1. Specifically relate to the company’s GHG reduction targets. The

emissions where applicable. set of actions needs to be explicitly framed as aiming to achieve
the GHG reduction targets the company has set. An account of
broader emissions reductions efforts that do not clearly relate
to achieving these targets is insufficient.

2. Clearly address the main sources of the company’s GHG emis-
sions. The set of actions must clearly relate to the most material
sources of GHG emissions. For example, it would be insufficient
if the bulk of emissions a company generates consist of Scope
1 emissions, but the actions described are mainly related to
Scope 2 emissions (e.g. ‘use 100% renewables for our head-
quarters’).

3. Lay out a concrete set of measures. The strategy clearly identi-
fies the set of actions the company will implement to achieve its
decarbonization targets (such as phasing out carbon intensive
products or assets, developing or deploying low carbon tech-
nologies, decarbonizing supply chains or using offsets). The
measures need to be concrete and specific to the company’s
operations. Vague descriptions such as ‘accelerate our transi-
tion to cleaner energy solutions’, ‘modernize our operations’ or
‘leverage green solutions’ without a description of how emis-
sions reductions will be achieved are not eligible.

Decarbonization strategies are separately captured in relation to
each target timeframe (medium- or long-term).

To be assessed as ‘Yes' on this Metric, a decarbonisation strategy
meeting the above criteria must be disclosed in relation to both its
long- and medium-term targets. Alternatively, a company is also
assessed as ‘ Yes' on this Metric if it has a long- or medium-term
net zero target (including Scope 3 emissions where applicable) and
discloses a corresponding decarbonisation strategy that meets the
above criteria.
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Metric b): The company quantifies Metric 5.1.b is contingent on Metric 5.1.a. Where Metric 5.1.a is
key elements of this strategy with met, this Metric assesses whether key actions of the decarbonisa-

respect to the major sources of tion (i.e. target delivery) strategy have been quantified in the cor-
its emissions, including Scope 3 porate disclosures. The contribution of each action is quantified in
emissions where applicable (e.g. terms of the approximate proportion of the overall GHG target that
changing technology or product the action will account for.

mix, supply chain measures, R&D

spending).

Sub-indicator 5.2 — Climate solutions commitment'?
The company’s decarbonisation strategy specifies the role of climate solutions (i.e., low-carbon technolo-
gies, infrastructure or other activities which help displace fossil fuels).2°

Metric a): The company discloses the revenue it already generates from climate solutions and dis
closes their share in overall sales.

Metric b): The company has set a target to increase the share of revenue from climate solutions in
its overall sales.

Metric a): The company discloses To meet this Metric, the company needs to:

the revenue it already generates

from climate solutions and dis- + Disclose that it generates revenues from climate solutions and

closes their share in overall sales. detail the nature of these products and services.

+  Clearly report on the revenue that is generated from these cli-
mate solutions in its public disclosures.

To be eligible, this can be either disclosed in a manner that allows
the computation of the share of these revenues in the company'’s to-
tal revenues (e.g. as absolute revenues or as share of revenues in a
reported segment) or through directly reporting a share of the com-
pany’s total revenues that is generated through climate solutions.
Note that climate solutions can either be disclosed as individual
business lines (e.g. separately for ‘wind’ or ‘solar’) or as the aggre-
gated revenue from a reported revenue/business segment that con-
tains only eligible products and services (for example a ‘Renewable
Energy’ segment).

Such aggregated revenue data is not acceptable where the reported
segment either: a) contains a mix of products and services that are
considered ‘carbon solutions’ and those that are not, or b) where it
is difficult to clearly establish what type of products or services are
included in the reported revenue segment. Only externally generated
revenues are considered, as intersegment revenues within the com-
pany are not assessed.

19 Indicator 5.2 was omitted from the assessment this year as the Canadian Transition Taxonomy has not yet been published and is required to assess
this indicator.

20 The assessment of sub-indicator 5.2 and related metrics will leverage the Canadian Taxonomy (when it is published) and/or the European Union’s
Green Taxonomy criteria on turnover, revenues, or green projects as appropriate. The criteria used to assess companies with significant operations in
jurisdictions subject to climate solutions classification systems and regional taxonomies will be at the discretion of the CEC Technical Committee.
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Metric b): The company has set
a target to increase the share of
revenue from climate solutions in
its overall sales.

This Metric can be met through publicly disclosing a target for
revenues from products and services that are deemed to be ‘climate
solutions’ with a clear timeline on when the company intends to
achieve this target (e.g. 2025 or 2030). Note that while the target
needs to be clearly quantifiable and time-bound, it can be expressed
either in terms of revenue (e.g. ‘increasing electric vehicle sales to
20% of total car sales by 2025’) or output (e.g. ‘making one in five
cars produced electric by 2025’).

This Metric may be revised when the Canadian Transition Taxonomy
is publicly available.
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Disclosure Indicator 6 - Capital Allocation Alignment

Sub-indicator 6.1 — Future capex alignment
The company is working to decarbonise its capital expenditures.

Metric a): The company explicitly commits to align its capital expenditure plans with its long-term
GHG reduction target OR to phase out planned expenditure in unabated carbon intensive assets or

products.

Metric b): The company explicitly commits to align its capital expenditure plans with the Paris
Agreement’s objective of limiting global warming to 1.5° Celsius AND to phase out investment in
unabated carbon intensive assets or products.

Metric a): The company explicitly
commits to align its capital expen-
diture plans with its longterm GHG
reduction target OR to phase out
planned expenditure in unabated
carbon intensive assets or prod-
ucts.

To be assessed as ‘Yes' on this Metric, the company’s public disclo-
sures need to contain an explicit statement that commits the com-

pany to aligning its capital expenditure decisions and plans with its
long-term GHG reduction target.

Alternatively, the company can also explicitly commit to phasing out
investments in unabated carbon intensive products or assets. Note
that simply listing or detailing (even large-scale) green or low-car-
bon capital expenditure plans or projects is not sufficient to meet
this indicator, even in cases where it can be reasonably assumed
that much or all of the company’s capital expenditures are already
aligned with the low carbon transition.

Metric b): The company explic-
itly commits to align its capital
expenditure plans with the Paris
Agreement’s objective of limiting

To be assessed as ‘Yes' on 6.1.b the company must explicitly com-
mit to aligning its capital expenditures decisions and plans with a
1.5° Celsius pathway. This must include explicit reference to the
phase out of investment in unabated carbon intensive products or

global warming to 1.5° Celsius assets.
AND to phase out investment in
unabated carbon intensive assets

or products.

Sub-indicator 6.2 — Methodology for alignment
The company discloses the methodology used to determine the Paris alignment of its future capital expen-
ditures.

Metric a): The company discloses the methodology and criteria it uses to assess the alignment of
its capital expenditure plans with decarbonisation goals, including key assumptions and key perfor
mance indicators (KPIs).

Metric b): The methodology quantifies key outcomes, including the percentage share of its capital
expenditures that is invested in carbon intensive assets or products, and the year in which capital
expenditures in such assets will peak.
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Metric a): The company discloses
the methodology and criteria it
uses to assess the alignment of
its capital expenditure plans with
decarbonisation goals, including
key assumptions and key perfor-
mance indicators (KPIs).

To meet Metric 6.2.a, the company is first required to be assessed
as ‘Yes' on Metric 6.1.a (or 6.1.a and 6.1.b). In addition, the com-
pany needs to disclose detail on how it evaluates the alignment of
individual capital expenditure decisions, projects and plans with
achieving its carbon reduction target.

Metric b): The methodology
quantifies key outcomes, including
the percentage share of its capital
expenditures that is invested in
carbon intensive assets or prod-
ucts, and the year in which capital
expenditures in such assets will
peak.

To meet Metric 6.2.b, the company is first required to be assessed

as ‘Yes' on Metric 6.2.a. In addition, the company needs to:

+ Disclose the percentage share of its planned or committed total
capital expenditures in carbon intensive assets or products; and

+ Disclose the year in which capital expenditures in carbon inten-
sive assets or products will peak.
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Disclosure Indicator 7 - Public Policy Engagement on Climate

Sub-indicator 7.1 — Advocacy position aligned with Paris Agreement
The company has a Paris Agreement-aligned climate advocacy position and all of its direct advocacy
activities are aligned with this.

Metric a): The company has a specific commitment/position statement to conduct all of its advo
cacy in line with the goals of the Paris Agreement.

Metric b): The company lists its climate-related advocacy activities, e.g. meetings, policy submis
sions, etc.

This Metric requires a clear statement that the company will ensure
its direct lobbying and advocacy activities are aligned with the goals
of the Paris Agreement. This commitment should refer to direct ad-
vocacy activities rather than those of trade associations, and should
refer to the Paris Agreement specifically rather than the company’s
climate policy or the like.

Metric a): The company has a
specific commitment/ position
statement to conduct all of its
advocacy in line with the goals of
the Paris Agreement.

Statements including vague language or caveats on aligning direct
advocacy activities (e.g. ‘where possible’ or ‘aim to ensure direct
advocacy positions are aligned with Paris Agreement’) are not suffi-
cient to meet this Metric.

Metric b): The company lists its This Metric requires the company to disclose the climate-related ad-

climate-related advocacy activi- vocacy activities it has carried out in the latest reporting year. This

ties, e.g. meetings, policy submis- can include activities such as holding meetings with policymakers

sions, etc. or regulators, presenting policy submissions or making political
donations.

The disclosure must be clearly signposted as climate-related (lists
of advocacy activities for a broader set of issues are not accepted)
and include specific details of the stakeholders engaged and focus
of engagement. Select case study examples cannot be accepted.

Only advocacy carried out directly by the company can be accepted;
advocacy activities carried out via trade associations or other inter-
est groups are not covered by this Metric (see Sub-indicator 7.2).

Sub-indicator 7.2 - Trade association advocacy consistency

The company has Paris Agreement-aligned advocacy expectations for its trade associations, and it dis-
closes its trade association memberships.

Metric a): The company has a specific commitment to ensure that the trade associations the com
pany is a member of lobby in line with the goals of the Paris Agreement.

Metric b): The company discloses its trade associations memberships, policy submissions, and
grassroots lobbying communications.
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Metric a): The company has a
specific commitment to ensure
that the trade associations the
company is a member of lobby
in line with the goals of the Paris
Agreement.

This Metric requires a clear and unequivocal statement in public
disclosures that the company will ensure its trade associations
and their advocacy activities are aligned with the goals of the Paris
Agreement. This commitment should refer directly to trade associ-
ation policy positions rather than to the company’s direct advocacy
activities and should make reference to the Paris Agreement spe-
cifically, rather than, for example, the trade associations’ published
policy positions or the company’s climate policy.

Statements including vague language or caveats on aligning trade
associations’ involvement (e.g. ‘where possible’ or ‘aim to ensure
direct advocacy positions are aligned with Paris Agreement’) are not
sufficient to meet this Metric.

This commitment may appear as part of annual disclosures or with-
in a review of trade association alignment on the Paris Agreement
(see Metric 7.3.a).

Metric b): The company discloses
its trade associations member-
ships, policy submissions, grass-
roots and lobbying communica-
tions.

This Metric captures whether a company has disclosed its trade as-
sociations memberships. To meet this Metric, the company should
clearly signpost that it is disclosing its trade associations. The
company may use alternative terms for trade associations including
‘trade groups’, ‘business associations’, ‘industry associations’, ‘busi-
ness groups’, ‘trade bodies’, and ‘industry trade group'.

Listings of trade associations that contain indications that the
disclosure is selective (e.g. ‘Our most material trade associations
are..; ‘Our trade associations include..’) are not acceptable for
meeting this Metric.

However, if the company states it has included all associations
that take positions on climate-related issues, this can be consid-
ered exhaustive disclosure for the purpose of this Metric. Note that
disclosures against the CDP Climate Change question C12.3a are
generally not accepted as a proxy for disclosure of a list of trade
associations.

Grassroots lobbying communication are a type of communication
directed to the general public that (a) refers to specific legislation or
regulation, (b) reflects a view on the legislation or regulation and (c)
encourages the recipient of the communication to act with respect
to the legislation or regulation. Both “direct and indirect lobbying”
and “grassroots lobbying communications” include efforts at the
local, provincial and federal levels.
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Sub-indicator 7.3— Process to ensure trade association Paris Agreement alignment

The company has a process to ensure its trade associations lobby/advocate for policies in accordance
with the Paris Agreement.

Metric a): The company conducts and publishes a review of its trade associations’ climate posi
tions/alignment with the Paris Agreement.
Metric b): The company explains what actions it took as a result of this review.

Metric a): The company conducts To meet this Metric, a company must review its trade associations
and publishes a review of its trade and their advocacy activities for alignment with the goals of the

associations’ climate positions/ Paris Agreement.
alignment with the Paris Agree-
ment. Reviewing alignment with the company’s own climate policy is gen-

erally not accepted.

This review or assessment must be published with clear outcomes
and findings; vague, generalised findings are not acceptable. The
review or assessment could have been conducted by a third party.
Note that disclosure against CDP Climate Change question C12.3c_
C2 on its own is not accepted as a proxy for a published review of a
trade association’s alignment with the Paris Agreement.

Metric b): The company explains
what actions it took as a result of To meet this Metric, the company must meet Metric 7.3.a. Addi-
this review. tionally, the company must indicate what actions, if any, it took as
a result of its review of its trade associations’ alignments with the
Paris Agreement. This might include a commitment to engage with
a trade association found to be misaligned or withdrawal from a
trade association found to be misaligned.
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Disclosure Indicator 8 - Climate Governance

Sub-indicator 8.1 — Board Oversight

The company’s board has clear oversight of climate change.

Metric a): The company discloses evidence of board or board committee oversight of the manage
ment of climate change risks. See the detailed methodology for more information.

Metric b): The company has named a position at the board level with responsibility for climate
change. See the detailed Methodology document for more information.

Metric a): The company discloses
evidence of board or board com-
mittee oversight of the manage-
ment of climate change risks. See
the detailed methodology for more
information.

For the purposes of this Metric, ‘board oversight’ can take multiple
forms:

1. The company states that responsibility for climate change lies
with the board or a specific board committee.

2. There is an executive such as a head of sustainability with
explicit responsibility for climate change (i.e. not just ‘sustain-
ability performance’) AND there is evidence that the individual
reports on this directly to the board or to a board-level commit-
tee.

3. The CEO is responsible for climate change AND there is evi-
dence that the CEO reports to the board or a board-level com-
mittee on climate change issues specifically in the latest report-
ing year.

4. There is a committee (which is not necessarily board-level) that
is responsible for climate change (i.e. not just ‘sustainability
performance’) AND that committee reports directly to the board
or a board-level committee.

Further, reference to board responsibility for ‘sustainability’ or ‘en-
vironment’ more broadly is not sufficient; clear mention of ‘climate
change’ is required.

Metric b): The company has
named a position at the board
level with responsibility for climate
change. See the detailed Method-
ology document for more informa-
tion.

There are multiple scenarios/models that qualify as a ‘named posi-
tion’ for the purposes of this Metric:

1. There is a board position (e.g. Board Director) with explicit re-
sponsibility for climate change.

2. There is a named individual (rather than a position) on the board
who is responsible for climate change.

3. The CEO is responsible for Climate Change AND the CEO sits on
the board.

4. In atwo-tier board structure, a named management board mem-
ber/position has explicit responsibility for climate change AND
reports to the supervisory board on climate.

A company will not meet the requirements of this Metric by proxy of

having a committee responsible for climate change. Unless specifi-

cally identified as being individually responsible, the chair of such a

committee does not meet the requirements of this Metric. A named

position or individual responsible for ‘sustainability’ or ‘environment’
at the board level does not meet the requirements.
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Sub-indicator 8.2 — Renumeration Arrangements
The company’s executive remuneration scheme incorporates climate change performance elements.

Metric a): The company’s CEO and/or at least one other senior executive’s remuneration arrange
ments specifically incorporate climate change performance as a KPI determining perfor
mance-linked compensation (reference to ‘ESG’ or ‘sustainability performance’ are insufficient).
Metric b): The company’s CEO and/or at least one other senior executive’s remuneration arrange
ments incorporate progress towards achieving the company’s GHG reduction targets as a

KPI determining performance linked compensation (requires meeting relevant target indicators 2,

3, and/or 4).

Metric a): The he company’s CEO
and/or at least one other senior
executive’'s remuneration arrange-
ments specifically incorporate
climate change performance

as a KPI determining perfor-
mance-linked compensation (ref-
erence to ‘ESG’ or ‘sustainability
performance’ are insufficient).

A company will be assessed as meeting the requirements of this
Metric if the CEO and/or at least one other senior executive’s remu-
neration arrangements are determined by the company’s perfor-
mance against a climate change-related KPI.

This KPI must be concrete and measurable, and must specifically
focus on the company’s climate change-related performance (e.g.
meeting GHG emissions reduction targets). KPIs that measure
broader ‘ESG’ or ‘sustainability’ targets or objectives, energy efficien-
cy targets, CDP scores or the like do not meet the requirements of
this Metric.

Any CEO/ExCo objectives that are not directly incentivised by mon-
etary reward do not meet the requirements. Further, an incentivised
position at a lower level than ExCo (e.g. a Head of Sustainability that
is not a member of ExCo) does not meet the requirements.

Metric b): The company’s CEO
and/or at least one other senior
executive's remuneration ar-
rangements incorporate progress
towards achieving the company’s
GHG reduction targets as a KPI
determining performance linked
compensation (requires meeting
relevant target indicators 2, 3,
and/or 4).

To meet the requirements of this Metric, the company needs to be
assessed as ‘Yes' on Metric 8.2.a and at one of Sub-indicators 2.1,
3.1or4.1.

In addition, the CEO and/or at least one other senior executive’s
remuneration arrangements must be determined by the company'’s
performance against its disclosed company-wide emissions tar-
gets. This could be any of the targets captured as part of Sub-indi-
cators 2.1,3.1 or 4.1.

Similar to Metric 8.2.a, any CEO/ExCo objectives that are not incen-
tivised by monetary reward do not meet the requirements. Further,
an incentivised position at lower level than ExCo (e.g. a Head of
Sustainability that is not a member of ExCo) does not meet require-
ments.

25



CLIMATE
ENGAGEMENT
CANADA

Sub-indicator 8.3 — Board climate-related capabilities/competencies

The board has sufficient capabilities/competencies to assess and manage climate related risks and op-
portunities.

Metric a): The company has assessed its board competencies with respect to managing climate
risks and discloses the results of the assessment.

Metric b): The company provides details on the criteria it uses to assess the board competencies
with respect to managing climate risks and/or the measures it is taking to enhance these compe
tencies.

Metric a): The company has Meeting this indicator requires clear disclosure that the company
assessed its board competencies | has assessed to what extent its board is competent specifically with
with respect to managing climate respect to managing climate change risks AND has disclosed the
risks and discloses the results of results of this assessment.

the assessment.
This could include disclosure of a board skills assessment that has
included consideration of climate change knowledge or expertise.
Inclusion of climate change in a skills matrix meets the require-
ments of this Metric where the results/mapping have been dis-
closed. An indication of which members, or what proportion of the
board provides competencies related to climate risks is required.

A company will not meet the requirements of this Metric if only ‘sus-
tainability’ or ‘environment’ or ‘ESG’ is covered in relation to board
competency assessments.

Further, existence of a climate expert on the board cannot be used
as a proxy for having conducted a board climate competency as-
sessment.

Meeting Metric 8.3.b is contingent on meeting Metric 8.3.a. In addi-
tion, the company needs to disclose detail on what specific criteria
have been used to assess the board'’s climate-related competen-
cies.

Metric b): The company provides

details on the criteria it uses to as-
sess the board competencies with
respect to managing climate risks
and/or the measures it is taking to

enhance these competencies. Alternatively, the Metric can also be met if, in addition to meeting

8.3.a, the company explicitly discloses measures it has implement-
ed to enhance the climate competencies of the board. This could
include board trainings on climate issues, either external or internal,
or the appointment of ‘climate expert’ to the board. Conversely,
measures to enhance board ‘sustainability’ or ‘environment’ or ‘ESG’
competencies do not meet the requirements of this Metric.
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Disclosure Indicator 9 - Just Transition

Sub-indicator 9.1 — Acknowledgment
The company has made a formal statement recognising the social impacts of their decarbonization strat-
egy — the Just Transition — as relevant for its business. It has also acknowledged potential impacts on

Indigenous peoples.

Metric a): The company has publicly acknowledged that implementation of its decarbonization
strategy may have impacts on Indigenous communities, Indigenous governments, and/or
Indigenous businesses and contractors.

Metric b): The company has publicly acknowledged that implementation of its decarbonization
strategy may have impacts on its workers (including contractors), unions, communities, suppliers,

and/or customers.

Attention: Companies that are assessed as ‘No’ on 9.1 will be assessed as ‘Not Assessed’ (‘NA’) on Sub-in-
dicators 9.2-9.3. This means that analysts will not collect data on Sub-indicators in Indicator 9 past 9.1 if
the requirements for 9.1 have not been met. Therefore, company feedback on Indicator 9.1 should also
include feedback on Sub-indicators 9.2-9.3 where applicable.

Metric a): The company has pub-
licly acknowledged that imple-
mentation of its decarbonization
strategy may have impacts on
Indigenous communities, Indige-
nous governments, and/or Indige-
nous businesses and contractors.

The company indicates in a publicly available statement that its de-
carbonization strategy may have adverse impacts on and/or create
opportunities for Indigenous communities, governments, contrac-
tors, and businesses.

Metric b): The company has pub-
licly acknowledged that imple-
mentation of its decarbonization
strategy may have impacts on its
workers (including contractors),
unions, communities, suppliers,
and/or customers.

The company indicates in a publicly available statement that its de-
carbonization strategy may have adverse impacts on and/or create
opportunities for workers (including contractors), unions, communi-
ties, suppliers, and customers.

Sub-indicator 9.2 — Planning and Engagement
The company provides evidence of just transition planning and engages with relevant rights holders and
stakeholders on the development of these plans.

Metric a): In the development of its decarbonization strategy, the company has engaged or has a
process in place to engage with the Indigenous communities, governments, and/or Indigenous
businesses and contractors that may be affected by the implementation of its strategy.

Metric b): In the development of its decarbonization strategy, the company has engaged or has a
process in place to engage with workers, (including contractors) unions, communities, suppliers
and/or customers that may be affected by the implementation of its strategy.
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Metric a): In the development of
its decarbonization strategy, the
company has engaged or has a
process in place to engage with
the Indigenous communities,
governments, and/or Indigenous
businesses and contractors that
may be affected by the implemen-
tation of its strategy.

For a company to be assessed as Yes on 9.2.a, it must be assessed
as Yes on 9.1.a AND provide detail on the process it has followed to
engage Indigenous communities in the development of a its decar-
bonization strategy.

Evidence of action on these issues may include:

The company discloses how it has identified affected Indigenous
communities, governments, and/or businesses and contractors,
how it has engaged with them, what issues it has engaged with
them on, the issues that were identified by the affected Indigenous
peoples, and the actions the company is taking or will take to ad-
dress the issues raised

Metric b): in the development of
its decarbonization strategy, the
company has engaged or has a
process in place to engage with
workers (including contractors),
unions, communities, suppliers
and/or customers that may be
affected by the implementation of
its strategy.

To be assessed as ‘Yes' on 9.2.b, the company must be assessed
as Yes on 9.1.b AND provides evidence it has a process for engag-
ing with groups affected by its decarbonization strategy.

Evidence of action on these issues may include:

The company discloses how it has identified affected stakeholders,
how it has engaged with them, what issues it has engaged with
them on, the issues that were identified by the affected stakehold-
ers, and the actions the company is taking or will take to address
the issues raised.

Sub-indicator 9.3 — Commitment

The company The company has committed to Just Transition principles.

Metric a): The company has committed to addressing adverse impacts of the implementation of
its decarbonization strategy on Indigenous communities, Indigenous governments, and/or Indige

nous businesses and contractors.

Metric b): The company has made a public statement committing to the principles of free, prior
and informed consent (FPIC) where Indigenous peoples are affected by its decarbonization strate
gy. Further, the company has outlined a process to ensure the participation of Indigenous peoples
in decisions affecting them, consistent with the effective protection of their fundamental rights..
Metric c¢): The company has committed to decarbonize in line with Just Transition principles as set
out in the International Labour Organization’s Just Transition Guidelines.

Metric d): The company has committed to retain, retrain, redeploy, and/or compensate workers
(including contractors) affected by implementation of its decarbonization strategy.

Metric e): The company discloses the quantifiable Key Performance Indicators it uses to track its
commitment to a Just Transition.

Attention: For the purposes of this Sub-indicator, ‘Just Transition principles’ refer to those outlined in the
International Labour Organization’s (ILO’s) Just Transition Guidelines.
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Metric a): The company has
committed to addressing adverse
impacts of the implementation of
its decarbonization strategy on
Indigenous communities,
Indigenous governments, and/

or Indigenous businesses and
contractors.

To be assessed as ‘Yes' on this Metric, the company has been
assessed as yes on 9.1.a AND has provided details of its efforts to
addressing adverse impacts of the implementation of its decarbon-
ization strategy on Indigenous communities, Indigenous govern-
ments, and/or Indigenous businesses and contractors.

The company has publicly stated its commitment to do so.

Metric b): The company has
made a public statement com-
mitting to the principles of free,
prior and informed consent (FPIC)
where Indigenous peoples are
affected by its decarbonization
strategy. Further, the company has
outlined a process to ensure the
participation of Indigenous peo-
ples in decisions affecting them
and the effective protection of
their fundamental rights.

The company has made a public commitment stating its commit-
ment to FPIC where Indigenous peoples are affected by its decar-
bonization strategy.

The company has also outlined the process it will employ to ensure

Indigenous participation in decisions that affect Indigenous peoples
and how the company will ensure the protection of Indigenous peo-

ple’s fundamental rights.

Metric c¢): The company has
committed to decarbonize in line
with Just Transition principles as
set out in the International Labour
Organization’s Just Transition
Guidelines.

For a company to be assessed as Yes on 9.2.a, it must be assessed
as Yes on 9.1.a AND must also explicitly reference the International
Labour Organization’s (ILO’s) Just Transition Guidelines.

The commitment must be publicly available

Metric d): The company has com-
mitted to retain, retrain, redeploy,
and/or compensate workers
(including contractors) affected by
implementation of its decarbon-
ization strategy.

To be assessed as ‘Yes' on this Metric, the company should pro-
vide evidence that it is developing, or plans to develop policies and
dedicate resources to re- and/or up-skill workers displaced by the
implementation of its decarbonization strategy.

Metric e): The company discloses
the quantifiable Key Performance
Indicators it uses to track its com-
mitment to a Just Transition.

The company discloses on the quantifiable Key Performance Indi-
cators it uses to track its commitment to a Just Transition and it
commits to disclose progress against these indicators on an annual
basis.
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Disclosure Indicator 10 - CFD Disclosure

Sub-indicator 10.1 — Support for TCFD recommendations
The company has publicly committed to implement the recommendations of the Task Force on Climate
related Financial Disclosures (TCFD).

Metric a): The company explicitly commits to align its disclosures with the TCFD recommendations
OR itis listed as a supporter on the TCFD website.

Metric b): The company explicitly sign-posts TCFD aligned disclosures in its annual reporting or
publishes them in a TCFD report.

Metric a): The company explicitly A company will be assessed as meeting the requirements of this
commits to align its disclosures Metric if:

with the TCFD recommendations

OR itis listed as a supporter on + The company is a listed supporter on the TCFD website, https://
the TCFD website. www.fsb-tcfd.org/tcfd-supporters/; OR

+ The company has explicitly committed to align its disclosures
with the TCFD recommendations in its public disclosures; OR

+  The company explicitly and clearly indicates that it has aligned
its disclosures with the recommendations.

A company will not meet the requirements of this Metric if there

is ambiguity about its commitment to TCFD. For example, a com-
pany that states that its climate report is ‘informed by’ or ‘takes

into account’ the TCFD recommendations would not have provided
sufficient clarity on its commitments. Similarly, ‘recognising’ or
‘acknowledging’ are insufficient as they are not the same as making
a formal commitment to aligning with TCFD.

The aim of this Metric is to understand if the company is reporting
against the TCFD recommendations. A company will be assessed
as meeting the requirements of this Metric if:

The company explicitly includes or sign-posts TCFD-aligned disclo-
sures in its annual reporting (i.e. in Annual Reports, in sustainabili-
ty-related reports, or on the company’s website); OR

The company publishes TCFD-aligned disclosures in a TCFD report.

Metric b): The company explicitly
sign-posts TCFD aligned disclo-
sures in its annual reporting or
publishes them in a TCFD report.

This Metric assesses whether the company in its disclosures clear-
ly directs investors to its TCFD disclosures, either through clear
sign-posting throughout its existing disclosures or by summarising
them in a standalone report. It does not assess whether the compa-
ny discloses against all of the TCFD requirements, nor the content
or the quality of the disclosures being provided.

A company will not meet the requirements of this Metric if states
that it has disclosed in line with the TCFD requirements but does
not sign-post where these disclosures are to be found. Further-
more, disclosures must be provided on the company’s own website
(pointing to a third-party website, e.g. CDP, does not meet the intent
of this Metric). Finally, a commitment to report against the TCFD
recommendations in the future is not sufficient.
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Sub-indicator 10.2 — Scenario Analysis
The company employs climate-scenario planning to test its strategic and operational resilience.

Metric a): The company has conducted a climate-related scenario analysis including quantitative
elements and disclosed its results.

Metric b): The quantitative scenario analysis explicitly includes a 1.5° Celsius scenario, covers the
entire company, discloses key assumptions and variables used, and reports on the key risks and
opportunities identified.

Metric a): The company has con- The aim of this Metric is to understand the company’s approach to
ducted a climate-related scenario climate-related scenario analysis. A company will be assessed as
analysis including quantitative ele- | meeting the requirements of this Metric if:

ments and disclosed its results. « The company has conducted climate-related scenario analysis

including quantitative elements, i.e. where it uses numerical
data — which may be in the form of tables or figures, or explicit
reference to external scenarios or models (e.g. IEA Sustainable
Development Scenario, RCP 2.6) — to describe possible futures;
AND

« The company has disclosed the results of its quantitative sce-
nario analysis. This can include a qualitative description of the
results or findings or the presentation of quantitative results or
findings.

A company will not meet the requirements of this Metric if it only
uses narrative text to describe the scenarios used. A company
will not meet the requirements of this Metric if it does not public-
ly disclose the results (e.g. statements that an analysis has been
conducted but that the results are under review by company man-
agement would not be sufficient to meet the requirements of this

metric).
Metric b): The quantitative sce- The aim of this Metric is to assess the completeness of the infor-
nario analysis explicitly includes mation the company provides about its quantitative scenario analy-
a 1.5° Celsius scenario, covers sis. Meeting this Metric is contingent on meeting metric 10.2.a. To
the entire company, discloses key meet 10.2.b, the company is also required to:
assumptions and variables used,
and reports on the key risks and «  Explicitly include a 1.5° Celsius scenario in its scenario analy-
opportunities identified. sis. Note that because scenarios provided by the International

Energy Agency (IEA) are widely used, and given the limited time
for which an IEA 1.5° Celsius scenario has been available, com-
panies using the IEA's B2DS scenario are considered to meet the
intent of this Metric for this iteration of the Benchmark; AND

+ The company’s quantitative scenario analysis explicitly covers
the entire company (rather than a specific product, business line
or geography); AND

« The company discloses key assumptions and variables used in
its scenario analysis; AND

« The company reports on key risks and opportunities that have
been identified in the scenario analysis.
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A company will not meet the requirements of this Metric if the
analysis only covers selected operations, commaodities, countries,
etc., or if the company states that ‘most but not all’ operations
were covered.

A company will also not meet the requirements of this Metric if its
disclosure of risks and opportunities is not related to the scenario
analysis that has been conducted. For example, generic discus-
sions of climate- related risks and opportunities do not meet the
intent of this Metric. In addition, the company must discuss both
risks (downsides) and opportunities (upsides).

Appendix A: Sector classification & scope 3 emissions application

Cluster Sector Scope 3 Applicable?
Energy Oil and Gas Yes (use of sold products)

Oil and Gas distribution Yes (use of sold products)

Electric Utilities Utilities with oil/gas distribution
businesses (use of sold product from
distribution businesses)

Coal Mining Yes (use of sold products)

Transport Autos Yes (use of sold products)

Airlines No

Shipping No

Other Transport Yes (use of sold products)

Industrials Aluminum No

Steel No

Chemicals Yes (purchased foods and services
and use of sold products)

Paper No

Diversified Mining

Yes (processing of sold products; for
coal manufacturers also use of sold
products)

Other Industrials

On a case by case basis (non-electrici-

ty use of sold product)

Consumer Goods and services

Consumer Goods and Services

Yes (purchased goods and services)

The English language version of this Benchmark shall be controlling in all respects and shall prevail in
case of any inconsistencies with translated versions, if any.
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