Absolute Impact
2023

Progress on oil and gas emissions targets has
stalled

Saidrasul Ashrafkhanov, Mike Coffin

-
bl i
[ o

N | NL W

i\“!‘ S

i‘i | ' \, A\ .
T

L

Carbon Tracker




About Carbon Tracker

The Carbon Tracker Initiative is a team of financial specialists making climate risk real in today’s
capital markets. Our research to date on unburnable carbon and stranded assets has started a
new debate on how to align the financial system in the transition to a low carbon economy.

www.carbontracker.org | hello@carbontracker.org

About the Authors

Saidrasul Ashrafkhanov — Research Associate, Oil, Gas & Mining

Saidrasul joined Carbon Tracker’s Oil, Gas & Mining team in 2022. Prior to that, he worked as the
managing editor of the Uzbekistan Energy Monitor at Frontier Research and Advisory, overseeing
coverage of the country’s oil and gas, conventional power, and renewable energy industries. He
has also worked as a correspondent and news presenter at UzReport World.

Saidrasul holds a BA in Commercial Law and an MPhil in Sociology.

Mike Coffin — Head of Oil, Gas & Mining

Mike joined Carbon Tracker in 2019, and now leads the Qil, Gas and Mining research team,
focussing on developing metrics and tools to enable investors to assess oil and gas company
transition risk and climate-alignment. Key reports include Managing Peak Oil and Paris Maligned on
risk/alignment as well as the Balancing the Budget and Absolute Impact series on climate /emissions
targets. Other research themes include broader financial system implications and executive
remuneration.

Prior to joining Carbon Tracker, Mike worked as a geologist for BP for 10 years on projects across
the Upstream value chain, from access to development. Mike has experience working in petroleum
basins across the world, including time spent working in Norway, with expertise in unconventional
exploration and in leading technical project teams.

Mike has an MA and MSci in Natural Sciences from the University of Cambridge and is a Chartered
Geologist (CGeol).

With thanks to the wider Carbon Tracker team for analysis support and guidance

Copyright Statement

Readers are allowed to reproduce material from Carbon Tracker reports for their own
publications, as long as they are not being sold commercially. As copyright holder, Carbon Tracker
requests due acknowledgement and a copy of the publication. For online use, we ask readers to
link to the original resource on the Carbon Tracker website.

© Carbon Tracker 2023.


http://www.carbontracker.org/
mailto:hello@carbontracker.org

Table of Contents

K WN

5

Key Findings

Executive Summary

Introduction

Assessing Emissions Targets

4.1 Individual Company Targets

4.2 Target Credibility Criteria

4.3 Relative Ranking of Company Targets

Implications for Stakeholders

Appendix 1 = Climate Goals by Company

Appendix 2 — Reading Emissions Targets

References

®© N ~ N

11
11
15
16
28
29



1 Key Findings

e Progress on emissions goals set by oil and gas companies has stalled — some have gone
backwards since our previous analysis.

e 24 of 25 of the world’s largest oil and gas companies have emissions goals that are not
considered Paris-aligned when assessed against our three Hallmarks of Paris-Aligned
Emissions Targets.

e Not all “net-zero” targets are equal — there is a huge disparity between company targets;
the majority of these companies’ targets do not link through to finite climate limits.

e Just one company, Eni, has emissions targets that could potentially be considered Paris-
aligned. However, the credibility of its approach to achieving those targets is called into
question based on its reliance on asset sales, nature-based solutions, CCS, and offsets.

e Among others, we assess TotalEnergies, Repsol and bp as being more progressive than
peers — all have goals to achieve net-zero emissions by 2050 with absolute interim reduction
targets, but they all exclude emissions from some key activities.

e Some companies, including Chevron, have introduced absolute targets covering scope 3
emissions, but only on a short-term basis and without long-term reductions.

e ConocoPhillips and ExxonMobil are still firmly rooted in the lowest tier of our ranking,
alongside Saudi Aramco and the other nine new entrants.

e Asset managers and banks seeking Paris-aligned portfolios can use this analysis to
assess corporate positioning on climate.

e As demand for fossil fuels weakens through the transition, this analysis shines a light on
the pace at which companies see the transition unfolding. Investors seeking to screen
companies for transition risk exposure can use this analysis to complement analysis of
investment and production plans.
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2 Executive Summary

Limiting global temperature rise to 1.5°C above pre-industrial levels without significant temperature
overshoot places a severely restricted finite limit on the volume of carbon emissions that can be
produced in the future. This will require a drastic decarbonisation of our energy system, necessitating
radical changes in companies’ current business models, particularly for oil and gas producers.

Investors should check company emissions goals for alignment with the Paris Agreement

Regardless of their primary interest — climate alignment or risk mitigation — stakeholders should
monitor how companies are responding to the dual threats of the climate emergency and the energy
transition. Of several metrics available to them, corporate emissions targets outline in the most
straightforward terms what the company is planning to do about its emissions.

In this report we use our Hallmarks of Paris-Aligned Emissions Targets to assess whether companies’
emissions targets are framed in a way that could allow them to be assessed for Paris-alignment. To
meet all of our Hallmarks, a target must reflect the finite limits of the carbon budget and: 1) include
scope 1, 2 and 3 emissions; 2) target net-zero by 2050 and aim for absolute interim reductions
across scopes 1, 2 and 3; and 3) cover all global production, including interests in non-operated
assets and downstream products from third-party crude.

Only one company has an emissions goal that meets all three Hallmarks

In an expanded company universe of 25 of the world’s largest oil and gas producers, only one —
Eni — has an emissions reduction goal that meets all our Hallmarks. Six more companies have plans
to achieve net-zero scope 1, 2 and 3 emissions by 2050, but their targets are lacking in one way
or another, meaning they cannot be assessed for alignment with the goals of the Paris Agreement.
Most other companies do not have net-zero goals covering scope 3 emissions, which signals that the
industry is not acting fast enough on its commitments to decarbonise.

Full alignment requires a credible approach to emissions reductions

Meeting all our Hallmarks does not guarantee Paris-alignment. For targets to be viewed as aligned,
they must pass further checks. First, the approach to decarbonisation must be found to be credible,
i.e. it must lead to actual reductions in global carbon emissions and cannot disguise continued
investment in new oil and gas projects. In our view, a credible goal is one that does not rely on 1)
asset divestments (making room for new oil and gas projects); 2) unproven emissions mitigation
technologies; or 3) third-party carbon offsets. Furthermore, the pace of emissions reductions must be
assessed against a Paris-aligned pathway with low or minimal overshoot.

Ranking companies by goals shows stagnation in climate ambitions across the industry

A relative ranking of corporate emissions targets, produced using our Hallmarks framework, shows
stagnation across the board (see Table 1). Eni, TotalEnergies, Repsol, and bp remain the only four
companies that have net-zero goals and absolute interim targets covering scope 3 emissions. Shell,
Equinor, and Occidental Petroleum place exactly where they did in the previous edition of Absolute
Impact, with net-zero goals but no absolute interim targets. Suncor and Chevron are in a category
of their own — with goals covering full lifecycle emissions but lacking net-zero targets.
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The bottom tier includes companies that do not cover full lifecycle emissions and is almost double the
size of the other three groups combined. It includes last year’s laggards like ConocoPhillips and
ExxonMobil, as well as all 10 new entrants, including five newly added national oil companies.

TABLE 1 - COMPARISON OF COMPANY CLIMATE GOALS, SELECTED PER CTI METHODOLOGY

Hallmark 1 Hallmark 2 Hallmark 3 Potentially
Rank| Company Metric Scope 3 Scope 1,2,3 | 2030 aksclute| Full equity 3rd party 2030 absolute | Scope 1 & 2 Paris-
emissions net-zero goal share crude reduction net zero year aligned

P

1 Eni - Yes Yes Yes Yes Yes 35% 2050 Yes
Lifecycl

2 | Total reves Yes Yes Yes Partial® Yes ~6.2% 2050 )
Lifecycl

3 Repsal neeves Yes Yes Yes Partial® - 30% 2050
emissions -
Lif {

4 be! "f7== Yes Yes e Partial® - ~23.9%-32.6%) 2050
emissions -
Lifecycle

5 Shell ) Yes Yes = Yes Yes B 2050 B
intensity
Lifecycle

& Equinor - - Yes Yes = Partial® = = 2050 =
Lifecycle

7 Oxy I Yes Yes B - nfa B 2050 B

Source: Company disclosures, Carbon Tracker analysis

Notes: ! TotalEnergies’s and bp’s operational and scope 3 goals have been merged to allow for a fair comparison with peers.
2 Partial equity-share basis means operational emissions on an operated-asset basis and scope 3 emissions on a full equity-share
basis. 3 Suncor’s targets cannot be expressed in percentage terms because the company has not publicly disclosed the scope 3
emissions for its baseline. # CNOOC’s and Saudi Aramco’s targets are measured against business-as-usual scenarios, which makes
these ‘intensity reduction’ goals. 5 Saudi Aramco’s goal is on a wholly-owned operated-asset basis.
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3 Introduction

The average global temperature rise is driven by the release into the atmosphere of CO2 and other
greenhouse gases (GHGs); the more of these gases we emit, the warmer it gets. Consequently, for
every given temperature outcome there is a finite limit to the amount of emissions that we can
produce — the remaining carbon budget.

Society’s current goal to halt global warming at 1.5°C above pre-industrial levels comes with a
severely restricted carbon budget.! If we wish to avoid exceeding it, which at our current rate of
emissions is likely to happen by 2030 or sooner,? emissions must fall rapidly.

While it is potentially possible to go over the budget in the short term and use negative emissions
technologies at a later stage to remove CO2 from the atmosphere, the more the budget is exceeded,
the larger the temperature overshoot that will result, and the greater the need for carbon removal
(red pathway in Figure 1).

A greater temperature overshoot means a higher chance of crossing a climatic tipping point beyond
which the environmental and societal fallout becomes increasingly unmanageable and may even be
irreversible.3 Accordingly, society must seek to chart the fastest possible pathway to net-zero and
minimise the degree of temperature overshoot (green pathway in Figure 1).

The global energy system must shift to enable drastic reductions in carbon emissions

Since fossil fuels are the primary contributor to global warming4, the fundamental requirement of
reaching net-zero is replacing coal, oil and gas with cleaner sources of energy, like solar and wind.
The energy transition is already underway, thanks to an initial push from policy action and a boost
from technological innovation, but it needs to accelerate further still to allow us to meet the goals of
the Paris Agreement and minimise temperature overshoot.

For the oil and gas industry, this means planning for production declines in the face of demand
substitution and eliminating operational emissions from facilities and energy suppliers, not least to
maintain the social licence to operate and pre-empt future policy action on emissions, especially
methane. With proper planning and execution, oil and gas companies should be able to match
future supply with inevitably lower long-term demand® and reduce exposure to transition risks.

Certain metrics can reflect a company’s climate-alignment and transition plan

There are two broad groups of stakeholders to whom the energy transition should be of special
interest. The first is stakeholders who wish to see society meet the goals of the Paris Agreement and,
as such, seek to facilitate the shift away from the legacy energy system. These include, among others:
asset managers and asset owners with diversified portfolios and long-term investment horizons,
sustainable and impact investors, and nation states that are particularly exposed to the physical
impacts of an increasingly warmer world.

! Nature. ‘Monitoring global carbon emissions in 2022’ (2023).

2 Carbon Brief. ‘What the tiny remaining 1.5C carbon budget means for climate policy’ (11 November 2022).
3 Proc Natl Acad Sce. ‘Trajectories of the Earth System in the Anthropocene’ (2018).

4 |IPCC. ‘Technical Summary of the Sixth Assessment Report’, p.80 (2021)

5 W.K. Associates Inc. ‘A Demanding Change: Oil & Gas in 2050’ (22 March 2022).
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FIGURE 1 - CONCEPTUAL PATHWAYS TO LIMITING TEMPERATURE RISE IN 2100 TO 1.5°C, BOTH OF
WHICH REACH "NET-ZERO" IN 2050
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The second group is those who are exposed to the risks of the energy transition itself, specifically
the demand-substitution effects of new technologies. Oil and gas companies must be aware of how
the switch from fossil fuels to clean energy technologies might impact their bottom lines. Asset owners,
asset managers, banks, insurers and other financial services firms should monitor whether the
companies they fund or underwrite are adequately prepared for the inevitable change in the global
energy system.
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In short, regardless of their primary interest — climate alignment or transition risk mitigation —

stakeholders should keep a close watch on how companies are responding to the dual threats of the

climate emergency and the energy transition.

Of the five separate lenses that Carbon Tracker uses to carry out company assessments (see Box

1), this report focusses on emissions targets.

Box 1. CTi’s approach to assessing climate alignment

Carbon Tracker uses five key metrics to assess companies’ climate alignment and exposure to

energy transition risks:

Capital expenditure. A company’s plans for investment into new upstream projects can be
used to estimate the volume of future hydrocarbon flows and, by extension, possible future
emissions, as we did in our Beyond 2 Degrees of Separation series.® Companies’ individual
project options can also be assessed for compatibility with a given climate/transition
scenario and then aggregated to give an overall portfolio assessment.

Production guidance/plans. Production plans, including guidance and project sanctioning
decisions, indicate the pace of anticipated production declines and the consequent reliance
on new project development.” Given future production volumes, it is possible to estimate
future emissions, while the duration of production indicates exposure to commodity price
variations.

Emissions targets. Emissions reduction plans are explicit statements of purpose outlining
what companies are planning to do about their emissions, which we have been monitoring
in our Absolute Impact series.® Just as capex and production guidance can be used to
estimate potential associated emissions, some emissions targets can be used to estimate
anticipated future production flows.

Executive remuneration. Executive compensation policies show whether directors are
incentivised to facilitate a transition away from oil and gas production over time or continue
investing in legacy businesses, a trend we have been tracking in our Remuneration series.?
Incentive plans can also be reviewed for specific incentives to act on emissions, or to invest
in new businesses.

Commodity price assumptions. The long-term commodity price forecasts that a company
uses within business planning can — if disclosed — give an indication of its view on future
demand and the pace of the transition.'0 This is also linked to prices used within impairment
testing of existing assets.

6 See for example Carbon Tracker. Paris Maligned (2022).

7 Ibid.

8 See for example Carbon Tracker. ‘Absolute Impact 2022’ (2022).
? See for example Carbon Tracker. Crude Intentions (2022).
10 See for example Carbon Tracker, Drilling Down (2022).
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4 Assessing Emissions Targets

Emissions targets are key to assessing how companies are acting on climate. Stakeholders concerned
with climate alignment can use them to quantify the pace at which a particular company may exhaust
its share of the remaining carbon budget and either monitor the company’s actual performance
against its goals or, if the scale of its ambition is found to be lacking, press for stronger targets.

Meanwhile, stakeholders concerned with understanding transition risk exposure — even in the
absence of concerns over climate — can use appropriately-framed emissions targets as indirect
proxies for production plans, to gauge whether the companies they invest in are potentially
overestimating future demand for their products.

Emissions targets must reflect the finite limits of the carbon budget

In either case, not just any target will do. The framing of emissions goals must be linked to the finite
limits of the carbon budget. Given the diversity of targets set by the companies (see Appendix 2 —
Reading Emissions Targets for more details), Carbon Tracker has developed its Hallmarks of Paris-
Aligned Emissions Targets, which provide a framework that helps evaluate if a company’s emissions
goals are appropriately framed for it to be potentially considered climate-aligned (see Box 2). For
a complete assessment of alignment, the pace of emissions reductions needs to be compatible with
a low-overshoot 1.5°C scenario, with the approach to emissions reductions assessed as credible (see
Section 4.2).

Box 2. Hallmarks of Paris-Aligned Emissions Targets

For a company’s emissions target to be considered potentially Paris-aligned, we believe that as
a minimum it should satisfy these three pre-conditions:

1. Include full lifecycle emissions, including scope 1, 2, and 3 emissions.
2. Target net-zero by 2050 on a full lifecycle basis, with absolute interim milestones.

3. Cover emissions from the company’s own production and global product sales on a full-
equity share basis, including downstream product sales from third-party crude.

We stress that these Hallmarks are a pre-requisite for a company to be considered aligned with
the aims of the Paris Agreement. Goals must cover a significant proportion of company activities,
with the scale (magnitude) of emissions reductions consistent with a Paris-aligned carbon budget.
The approach to emissions reductions should also be credible.

There are other factors in considering whether a company is Paris-aligned in a broader sense,
including for example project investment plans, future commodity price assumptions used,
executive remuneration policies, and lobbying practices.

This is the latest iteration of our Hallmarks, updated this year to specify that for a company to be
potentially considered Paris-compliant, it must explicitly have a goal to reach net-zero lifecycle
emissions by 2050. This refinement is in response to a rise in company goals with only short-term
aims for absolute reductions in scope 1, 2 and 3 emissions but without longer-term or net-zero
targets.
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Net-zero goals should be reinforced by interim targets to ensure continuous reductions

To reiterate and underline one of the key points from previous editions of Absolute Impact, a net-
zero goal alone is not enough to claim alignment with any temperature outcome. Since a 2050 goal
without interim targets does not limit future cumulative emissions, the company could technically
achieve its net-zero target while also exceeding its share of the carbon budget.

For a company to signal that it takes its commitment to reduce emissions seriously, it needs to add
interim targets that would outline a concrete pathway to its net-zero emissions goal. The steeper the
downwards pathway, the lower the cumulative volume of future emissions — and the greater the
likelihood of limiting global temperature rise to a given outcome (as shown in Figure 1).

Interim targets must be set on an absolute basis to ensure actual reductions of GHG

Some companies measure reductions on an intensity basis — as a ratio of emissions to energy
produced (kgCO2e/MJ) — rather than on an absolute basis (kgCO-2e), arguing that product
efficiency is a better yardstick of progress on climate action. The problem with this approach is that
intensity can theoretically go down while emissions themselves do not, provided that the company
produces more energy.'! Since the global carbon budget is an absolute value, measuring
performance against it similarly requires absolute reductions.

Emissions must be accounted for on an equity-share basis, including from 3rd-party crude

Given that hydrocarbons often change hands as they make their way from the ground through the
pipe, ship, tank and the refinery to the end-user, different companies are “responsible” for them at
different stages (see Appendix 2 — Reading Emissions Targets for more details). For a company’s
emissions reduction target to be potentially considered Paris-aligned, it must factor in emissions
released from all the activities that the company profits from, including its interests in both operated
and non-operated assets, as well as emissions from third-party crude refined at its own plants.

4.1 Individual Company Targets

Here, we build on the analysis from previous editions of Absolute Impact and assess a selection of
emissions reduction goals against our Hallmarks of Paris-Aligned Emissions Targets. We continue to
expand our company universe, bringing the total up from 15 to 25 companies. Based on a refined
company selection methodology, we choose the world’s largest publicly traded companies by
volume of production in 2022," excluding fully state-owned national oil companies (NOCs) and all
companies based in Russia. We give more prominence to publicly traded NOCs, including the newly
added CNOQOC, Petrobras, PetroChina, Saudi Aramco, and Sinopec.

We reviewed all emissions goals set by the companies in our universe and for each company chose
the goal that most fulfilled our Hallmarks.” We made an exception this year for bp and
TotalEnergies, whose goals had been disaggregated by scope, i.e. broken down into separate
targets for scope 1 and 2 and scope 3 emissions. Since these targets as a whole covered lifecycle
emissions, we merged them in our analysis, in order to allow for a fair comparison with peers.

11 See reference 8.

* Based on Rystad data from May 2022

“ We use “goals” as a catch-all term for “goals”, “aims”, “ambitions”, “targets”, and similar terms used by
different companies to describe their targets.
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All bar one of the companies fail to fully meet our Hallmarks

Even in an expanded universe, Eni remains the only company with a target which fulfils all three of
our Hallmarks (see Table 2) and could potentially be considered to have Paris-aligned emissions
targets. The other 24 companies in our universe are considered not even potentially Paris-aligned,
given none fulfils all three of the Hallmarks.

TABLE 2 - ASESSMENT OF INDIVIDUAL COMPANIES’ EMISSIONS GOALS AGAINST THE HALLMARKS
OF PARIS-ALIGNED EMISSIONS TARGETS, COMPANIES IN ALPHABETICAL ORDER

Hallmark 1 Hallmark 2 Hallmark 3 Potentially
Company Scope 3 |Net-zero by| Interim | Full-equity | Third-party Paris-
emissions 2050 absolute | share basis crude aligned

Aramco

w1
Cenovus -
Chesapeake
CNOOC
CNRL
Conoco -
Coterra
Devon
Eni
EOG
EQT

Exxon
oo | | |
Petrobras
PetroChina

Pioneer

Sinopec

SWN

TotalEnergies -

Source: Company disclosures, Carbon Tracker Analysis

Notes: Colour Code: Green for ‘Yes, Red for ‘No’ Notes: TotalEnergies’s and bp's operational and scope 3 goals have been
merged into one goal for each company to allow for a fair comparison with peers
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Bp, Repsol, and TotalEnergies have all cleared the first two Hallmarks, but fell short of the third.
One observation regarding TotalEnergies is that, despite an improvement in its short-term target to
reduce operational emissions, there is some uncertainty around its plans for scope 3. The company
plans to ‘maintain’ these emissions below 400 MtCOze/y through 2030. While this is lower than its
2015 baseline, it is actually above what it emitted in 2022, so this target may not necessarily lead
to short-term emissions reductions out to 2030.'2

Shell has met the first and third Hallmarks and has even partially met the second one, but its ambition
has been undercut by the absence of an interim goal on an absolute basis — a shortcoming that
becomes all too apparent in a case study of recent target updates (see Box 3).

Box 3. Comparison of changes to absolute interim targets and intensity interim targets

In February this year, bp scaled back its target to reduce production from 40% by 2030 to 25%,
against a 2019 baseline. As a consequence, the company had to immediately pare back its
absolute emissions reduction targets from 35-40% by 2030 to a more modest 20-30%.'3

Meanwhile, Shell's CEO Wael Sawan has recently announced that his company’s “liquids
production will remain stable through to 2030”,'4 updating the previous guidance that oil
production would be allowed to decline at 1-2%/y until 2030. As of 20 July 2023, the company
has yet to provide an update to its existing emissions goals.

Both firms account for full lifecycle emissions, including scope 3, and both set interim targets on
the path to net-zero. But the fact that bp sets goals on an absolute basis means that changes in
production plans will be reflected in emissions forecasts, while Shell’s intensity targets can
theoretically allow it to revise its production plans without changing the targets, provided that the
ratio of emissions to energy produced is expected to remain in line with earlier projections.

Some companies show a reluctance to set targets for scope 3 emissions or even report them. One
argument is that they are powerless to act on emissions produced by others, which ignores the fact
that the business model of a typical oil and gas company is built on the premise that its products will
inevitably be burned and the embedded emissions released. Another argument is that just reporting
scope 3 emissions will lead to double-counting,'5:1¢ which misses the point of the debate on climate
alignment. The question is not whether companies are counting their emissions properly, but whether
they are planning to reduce them and, if yes, by when and how fast.

Avoided emissions do not qualify as reductions

Not only should reductions be sought on an absolute basis but they should also have actual baselines.
Saudi Aramco’s and CNOOC’s interim targets could be viewed as absolute but they are based on
amounts forecast under business-as-usual scenarios, not those recorded in the past. Any reductions
expressed in these terms would result in avoided emissions, which may amount to intensity reductions
at best and would do little to reduce the environmental impact of an overspent carbon budget.!”

12 Scope 3 emissions were 389 MtCOze in 2022. TotalEnergies. Annual Report 2022, p.299 (2023).
13 Financial Times. BP slows oil and gas retreat after record $28bn profit (7 February 2023).

14 Shell. Shell plc Capital Markets Day 2023 (2023).

15 ExxonMobil. ‘Advancing Climate Solutions. Progress Report 2023’ (2023).

16 ConocoPhillips. ‘2023 Plan for the Net-Zero Energy Transition’ (2023).

17 Carbon Tracker. Qil giant Aramco still doing minimum to tackle emissions (13 July 2022).
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4.2 Target Credibility Criteria

Though it is critical how a target is framed, it is no less important to know how it is sought to be
achieved. An ideal approach would be through asset wind-down, i.e. organic decline in production
as the field matures, without any investment in new projects. But this approach is one of many. In the
previous edition of Absolute Impact we identified three more typical emissions reduction strategies:

1. Continued investment in new oil and gas assets coupled with divestments, which often “makes
space” for new projects and does not address emissions from the assets being divested;

2. Continued investment in new oil and gas assets coupled with the use of emissions mitigation
technologies, which are unproven and liable to add significant costs to end products; and

3. Continued investment in new oil and gas assets coupled with third-party offsets, which are
fraught with such challenges as miscalculations and lax industry standards.

Evidently, all three of these approaches lack credibility in one way or another. This is worrisome not
just from the point of view of climate alignment, where emissions reductions may fail to materialise
in reality even if they are sometimes claimed on paper, but also from a risk angle. Adopting goals
that lag on the credibility front may pose a reputational threat to the company or expose it to
regulatory risk, especially at a later stage as carbon taxes grow ever more costly. An assessment
of a goal’s credibility should therefore feed into the wider assessment for alignment and, in our
view, meet three criteria (see Box 4).18

Box 4. Credibility criteria for corporate climate goals
For approaches to be credible, emissions goals should:

e Not be achieved through asset divestments — if these occur, goals should be adjusted
accordingly,

e Not rely unduly on emissions mitigation technologies, such as carbon capture, utilisation
and/or storage or nature-based solutions that are either undemonstrated at the
required scale or require vast areas of as yet unidentified land, and

e Not rely on the purchase of third-party offsets, which may just be avoided emissions.

4.3 Relative Ranking of Company Targets

We have adapted the Hallmarks of Paris-Aligned Emissions Targets to rank companies by their
emissions targets using a three-step process (see Figure 2). The first step is choosing a goal for each
company, using the same methodology employed in individual target assessments. The second step
is sorting the chosen goals into bands, which involves asking whether they (i) include scope 3
emissions, (i) lead to net-zero lifecycle emissions by a certain deadline, and (iii) are set on an
absolute basis. We have refined the methodology used in previous editions of Absolute Impact in
line with the changes to the Hallmarks and inserted another band between the second- and formerly
third-tier bands for companies whose full lifecycle emissions goals do not have net-zero deadlines.
The third step is ranking goals inside the bands, factoring in the extent to which Hallmark 3 is met,
and the pace of emissions reductions.

18 See reference 8.
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Absolute Impact 2023

FIGURE 2 — GOAL SELECTION AND RANKING METHODOLOGY
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Absolute Impact 2023

TABLE 3 — COMPARISON OF COMPANY CLIMATE GOALS, SELECTED PER CTI METHODOLOGY

Hallmark 1 Hallmark 2 Hallmark 3 Potentially
Rank| Company Metric Scope 3 Scope 1,2,3 | 2030 absolute| Full equity 3rd party 2030 absolute | Scope 1 & 2 Paris-
emissions net-zero goal share crude reduction net zero year aligned
1 Eni M s iz Vs i Yes 35% 2050 s
emissions
2 | Total | e e s Yes Partial’ e ~62% 2050
EmIssIons -
3 | Repsel | lFEYeE s = Yes Partial’ - 30% 2050
emissions -
4 bp' M s iz Vs Partial® i ~239%326% 2050
emissions -
5 Shell Hiaro Yes Yes _ Yes Yes _ 2050 i
intensity
Lifecycle
& Equiner ) o Yes Yes - Parfial® = - 2050 -
Lifecycle )
7 Oxy ) iy Yes Yes - - nfa = 2050 -

Source: Company disclosures, Carbon Tracker analysis

Notes: ! TotalEnergies’s and bp’s operational and scope 3 goals have been merged to allow for a fair comparison with peers.
2 Partial equity-share basis means operational emissions on an operated-asset basis and scope 3 emissions on a full equity-share
basis. 3 Suncor’s targets cannot be expressed in percentage terms because the company has not publicly disclosed the scope 3
emissions for its baseline. # CNOOC’s and Saudi Aramco’s targets are measured against business-as-usual scenarios, which makes
these ‘intensity reduction’ goals. 5 Saudi Aramco’s goal is on a wholly-owned operated-asset basis.
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There has been little change at the top of our rankings

The makeup of the top band stays the same, with Eni leading the pack for the fourth year in a row.
TotalEnergies comes one step closer to the top, displacing Repsol as the runner-up, though it still has
some way to go before it can challenge Eni; its Scope 3 target may be on a full-equity share basis,
but its target for Scope 1 and Scope 2 emissions refers to operated assets only. The combined goal
is thus on a partial equity-share basis.

Repsol and bp place third and fourth respectively. Like TotalEnergies, the two companies set their
goals on a partial equity-share basis, but unlike the French multinational, they do not count emissions
from downstream products from third-party crude. Since bp’s Scope 3 target is limited to CO2 from
its upstream division, we find its merged goal to be slightly weaker than that of Repsol.

The second-tier band splits up into two, but shows little movement otherwise

Three companies from last year’s second-tier band — Shell, Equinor, and Occidental Petroleum —
place exactly where they did in our previous edition: fifth, sixth, and seventh. Shell’s full equity-
share goal gives it an edge over Equinor, whose goal is on a partial equity-share basis. Occidental
Petroleum has restricted its goal to operated assets, which puts it behind its European peers.

Given an amended methodology, we sort Chevron into the newly-created third-tier band, where it
joins Suncor as the two companies that have yet to commit to reducing their lifecycle emissions to
net-zero.

All new entrants join last year’s laggards in the lowest tier

ConocoPhillips, EQT, EOG Resources, Devon, Pioneer, and ExxonMobil stay in the bottom band of
companies that do not have specific targets for scope 3 emissions. Although they appear in the exact
order in which they ranked last year, they are interspersed by some of the new entrants: Cenvous,
Chesapeake, and Canadian Natural Resources Limited.

All five of the newly added NOCGCs place near the bottom, though two of these manage to edge out
ExxonMobil. The first, CNOOC operates only upstream assets and, thus, does not need to account
for emissions from third-party crude. Petrobras, an integrated producer, set its operational emissions
targets on an absolute basis, while ExxonMobil settled on an intensity basis. While the US supermajor
has ‘expectations’ to achieve absolute reductions in operational emissions, we find these insufficiently
framed to be counted as targets.

Saudi Aramco is the only company in our universe to restrict emissions reductions to wholly-owned
operated assets, which is a narrower definition of operated assets that excludes those that may be
co-owned by other investors. As such, it brings up the rear.

Progress on emissions goals is stagnating, following record profits and anti-ESG backlash

The general stagnation across the table suggests that the oil and gas industry is content with the
level of announced ambitions. It also shows that concerns over sustainability have been
overshadowed by the pursuit of higher profits and the growing anti-ESG backlash, as evidenced by
the spike in bp’s share prices following its production plan update.’?

19 Reuters. BP's shares hit 3-1/2-year high after it cuts emissions targets (8 February 2023).
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5 Implications for Stakeholders

A thorough assessment of emissions goals can enable those worried about climate to hold to account
the companies that they deem to be underperforming. Those concerned about transition challenges
can ensure that all risks have been priced in and are being properly managed.

Stakeholders can use analysis of emissions targets to assess oil and gas companies

As we have outlined in this note, investors can use analysis of emissions targets to assess corporate
behaviour position on climate; specifically they can:

1. Gauge companies’ commitment to stated emissions goals, by monitoring them for any
changes from previous years as well as by measuring actual performance against them.

2. Quiz companies on the credibility of their decarbonisation strategies focussing on the
nature and purpose of emissions reduction methods.

3. Consider calling for stronger goals if the current ones are found to be lacking, using top-
band targets as examples to aspire to.

4. Assess corporate transition planning against their own demand assumptions and outlooks,
using emissions goals as proxies for production plans.

5. Question companies on short- and long-term production plans if these are not
immediately apparent from their emissions targets.

6. Investigate corporate governance metrics, especially the weighting of
decarbonisation/production metrics within executive compensation policies.

Meanwhile, policymakers should consider clearing up the confusion around accounting standards
that allow double-counting to be cited as an excuse to reject responsibility for some portions of
emissions.

Emissions targets analysis should be complemented by assessment of other metrics

Though useful, emissions goals do not offer a full assessment of climate alignment. Other indicators
— production guidance, capital expenditure plans, and remuneration policies — can fill the gaps and
supply additional bits of intelligence that cannot be gleaned elsewhere. Besides, they can be cross-
checked against each other, showing whether they form a cohesive corporate strategy.

Carbon Tracker has been analysing company strategies from two other angles:

o Our 2 Degrees of Separation?0 series looks into production and investment plans of the
largest listed oil and gas companies to see if they are aligned with the Paris Agreement.

e Our remuneration series, with its latest update Crude Infentions,?! explores what kind of
behaviour might be incentivised by executive compensation policies at the companies
reviewed in Absolute Impact.

Those analysing transition risks can explore a series of reports leading up to Managing Peak Oil??
to look at how asset values and company valuations may fare under different demand-substitution
scenarios.

20 See reference 6.
21 See reference 9.
22 Carbon Tracker. Managing Peak Qil (2022).
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Appendix 1 — Climate Goals by Company

Below we summarise each company’s emissions reduction goals. Those in blue boxes are the goals
which have been included in our ranking table (see Figure 2 — Goal selection and Ranking

methodology for ranking methodology). Where a goal has been updated since last year, we have

included the previous year’s target in

bp

bp has a goal to achieve net-zero emissions on an absolute basis across scopes 1, 2 and 3 by 2050

which includes five ‘aims’, two of which fall outside the scope of this note.2® The remaining three

goals are as follows:

1.

Net Zero Operations covers scope 1 and 2 emissions on an absolute, operated-asset basis
across the value chain and seeks to reduce these:

a. By 20% by 2025

b. By 50% by 2030

c. To net-zero by 2050
Net Zero Production covers scope 3 emissions on an absolute, full equity-share basis in
the upstream sector, excluding 3" party crude, and seeks to reduce these:

a. By 10-15% by 2025

b. By 20-30% by 2030

c. To net-zero by 2050
Net Zero Sales covers scope 1, 2 and 3 emissions on an intensity, full equity-share basis
across the value chain and seeks to reduce these:

a. By 5% by 2025

b. By 15-20% by 2030

c. To net-zero by 2050

The Net Zero Operations and Net Zero Production goals can be seen as one larger goal

disaggregated by emission category. Merging these goals allows for a fair comparison with the

company’s peers.

Its baseline is 2019.

Cenovus Energy

Cenovus has a goal to eliminate operational emissions, which is as follows:

1.

Long-term ambition for net zero covers scope 1 and 2 emissions on an absolute, full
equity-share basis across the value chain and seeks to reduce these:

a. By 35% by 2035

b. To net-zero by 205024

Its baseline is 2019.

23 Bp. Net zero ambition progress update (2023).

24 Cenovus. Annual Report 2022 (2023).
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Chesapeake

Chesapeake has a goal to eliminate operational emissions and an interim goal,?5 which are as
follows:

1. Net Zero GHG Emissions covers scope 1 and 2 emissions on an operated-asset basis in
the upstream sector (effectively Chesapeake’s full value chain) and seeks to reduce these:
a. To net-zero by 2035
2. GHG Intensity covers scope 1 emissions on an intensity, operated-asset basis in the
upstream sector (effectively Chesapeake’s full value chain) and seeks to reduce these:
a. To 3 kgCO2e/boe by 2025.2¢

Given their nature, these goals do not require a baseline.
Chevron

Chevron has a goal to eliminate operational emissions and a series of intensity goals,?” which are
as follows:

1. Net Zero Upstream Emissions covers scope 1 and 2 emissions on a full equity-share basis
in the upstream sector and seeks to reduce these:
a. To net-zero by 2050
2. Porifolio Carbon Intensity covers scope 1, 2 and 3 emissions on an intensity, operated-
asset basis across the value chain and seeks to reduce these:
a. To71 gCO2e/MJ (by >5%) by 2028
3. Gas Carbon Intensity covers scope 1 and 2 emissions on an intensity, operated-asset basis
from gas-producing facilities in the upstream sector and seeks to reduce these:
a. To 24 kgCO2e/boe (by 26%) by 2028
4. Oil Carbon Intensity covers scope 1 and 2 emissions on an intensity, operated-asset basis
from oil-producing facilities in the upstream sector and seeks to reduce these:
a. To 24 kgCO2e/boe (by 42%) by 2028
5. Refining Carbon Intensity covers scope 1 and 2 emissions on an intensity, operated-asset
basis from refineries in the downstream sector and seeks to reduce these:

a. To 36 kgCO2e/boe (by 2-3%) by 2028

Its baseline is 2016.

25 Chesapeake. Annual Report 2022 (2023).

26 As paraphrased, based on the original wording: “Reduce our GHG intensity to 3.0 metric tons CO2
equivalent per thousand barrel of oil equivalent by 2025”. See p.44, ibid.

27 Chevron. Enabling human progress. 2022 corporate sustainability report (2023).
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CNOOC Lid
CNOOC Ltd has yet to formally announce a net-zero goal,?® but has a:

1. GHG Emissions Reduction goal that is assumed to cover scope 1 and 2 emissions on an
operated-asset basis in the upstream sector and is further assumed to aim for avoided
emissions of:

a. 577 ktCOz2e by 2023
b. 1.5 MiCOze by 2025.

We made the assumptions based on the limited information available in CNOOC Ltd’s filings, given
that the company has not yet replied to our request for clarification. Our assumption about emissions
categories is based on the fact that the company only reports scope 1 and 2 emissions; our
assumption about emissions boundaries is based on the lowest applicable default value for this
metric; our assumption about emissions avoidance is based on the absence of a baseline.

We note the company’s parent CNOOC also announced a goal to reduce the carbon intensity of its
emissions by 10-18% over 2023-2028,2° but it is neither mentioned in annual and sustainability
reports nor specified to a sufficient degree to be considered for inclusion this year.

CNRL
CNRL has a goal to eliminate certain operational emissions and interim goals, which are as follows:

1. Total corporate emissions target covers scope 1 and 2 emissions on an absolute,
operated-asset basis in the upstream and midstream sectors (effectively CNRL's full value
chain) and seeks to reduce these:

a. By 40% by 2035 g0

2. Target covering oil sands mining and thermal operations covers scope 1 and 2 emissions

on an intensity, operated-asset basis in the upstream sector and seeks to reduce these:
a. By 25% by 2025 (achieved)
b. To net-zero by 2050.3'

Its baselines are 2020 for the absolute goal and 2016 for the intensity goal.

28 CNOOC Ltd. 2022 CNOOC Limited Environmental, Social and Governance Report (2023).

29 CNOOC. CNOOC Releases Action Plan for Carbon Peak and Carbon Neutrality (2022).

30 CNRL. Canadian Natural Resources Limited Announces 2023 Budget and New GHG Emissions Reduction
Target (2022).

31 CNRL. Canadian Natural Resources Limited CDP Climate Change Questionnaire 2022 (2022).
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ConocoPhillips

ConocoPhillips has a goal to eliminate operational emissions that includes an interim target32, as
follows:

1. GHG Emissions Intensity Reduction target covers scope 1 and 2 emissions on an intensity,
full equity-share basis in the upstream sector (effectively ConocoPhillips’ full value chain)
and seeks to reduce these:

a. By 40-50% by 2030
b. To net-zero by 2050.

Its baseline is 2016.
Coterra Energy
Coterra has yet to formally announce a net-zero goal, but has a:

1. Greenhouse Gas Emissions Intensity target that covers scope 1 emissions on an intensity,
operated-asset basis in the upstream sector (effectively Coterra’s full value chain) and
seeks to reduce these:

a. By 49% by end-2023.33

Its baseline is 2019.
Devon Energy
Devon has a goal to eliminate operational emissions that includes an interim target34, as follows:

1. Net zero GHG emissions goal covers scope 1 and 2 emissions on an intensity, operated-
asset basis in the upstream sector (effectively Devon’s full value chain) and seeks to reduce
these:

a. By 50% by 2030
b. To net-zero by 2050.

Its baseline is 2019.

32 ConocoPhillips. Plan for the Net-Zero Energy Transition. 2022-2023 Progress Report (2023).
33 Coterra. 2022 Annual Report (2023).
34 Devon Energy. Devon Energy 2022 Sustainability Report (2023).
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Eni

Eni has a goal to achieve net-zero emissions on an absolute basis across scopes 1, 2 and 3 by 2050,
including four carbon emissions reduction targets,35 which are as follows:

1. Net Carbon Footprint (I) covers scope 1 and 2 emissions on an absolute, full equity-share

basis in the upstream sector and seeks to reduce these:
a. By 50% by 2024
b. By 65% by 2025
c. To net-zero by 2030.

2. Net Carbon Footprint (ll) covers scope 1 and 2 emissions on an absolute, full equity-share
basis across the value chain and seeks to reduce these:

a. To net-zero by 2035.

3. Net GHG Lifecycle Emissions covers scope 1, 2 and 3 emissions on an absolute, full
equity-share basis, including 3" party crude, across the value chain and seeks to reduce
these:

a. By 35% by 2030
b. By 55% by 2035
c. By 80% by 2040
d. To net-zero by 2050.

4. Net Carbon Intensity covers scope 1, 2, and 3 emissions on an intensity, full equity-share

basis, including 3™ party crude, across the value chain and seeks to reduce these:
a. By 15% by 2030
b. By 50% by 2040
c. To net-zero by 2050.

Its baseline is 2018.

EOG Resources
EOG has a goal to eliminate operational emissions and an interim target,3¢ which are as follows:

1. Net Zero Ambition covers scope 1 and 2 emissions on an operated-asset basis in the
upstream sector (effectively EOG’s full value chain) and seeks to reduce these:
a. To net-zero by 2040.
2. GHG intensity target covers scope 1 emissions on an operated basis in the upstream sector
(effectively EOG's full value chain) and seeks to reduce these:
a. To 13.5 kgCO2e/boe by 2025.

Given their nature, these goals do not require a baseline.

35 Eni. Eni for 2022. A Just Transition (2023).
36 EOG Resources. Company Fact Sheet April 2023 (2023).
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EQT Corp

EQT has a goal to eliminate operational emissions and a separate intensity target,3” which are as

follows:

Net Zero Emissions goal covers scope 1 and 2 emissions on an operated-asset basis,
excluding emissions from Alta assets, in the upstream sector (effectively EQT’s full value
chain) and seeks to reduce these:

a. To net-zero by 2025.
GHG Emissions Intensity goal covers scope 1 emissions on an intensity, operated-asset
basis, excluding emissions from Alta assets, in the upstream sector (effectively EQT’s full
value chain) and seeks to reduce these:

a. By approximately 70% by 2025.

We note that both targets have the same deadline. We assume this means EQT expects to continue

to produce operational emissions, albeit at lower intensity rates, but intends to offset these using

emissions mitigation technologies. We further assume that the company does not yet account for

emissions from its Alta assets, as set out in its most recent sustainability report.

Its baseline is 2018.

Equinor

Equinor has a goal to achieve net-zero emissions on an absolute basis across scopes 1, 2 and 3 by

2050,38 including four carbon emissions reduction targets, as follows:

1.

Emissions Reduction target covers scope 1 and 2 emissions on an absolute, operated-
asset basis across the value chain and seeks to reduce these:

a. By 50% by 2030

b. To net-zero by 2050.
Net Carbon Intensity target covers scope 1, 2 and 3 emissions on an intensity, partial
equity-share basis, excluding 3 party crude, across the value chain and seeks to reduce
these:

a. By 20% by 2030

b. By 40% by 2035

c. To net-zero by 2050.
Upstream CO:2 intensity target covers scope 1 emissions of CO2 on an intensity, operated-
asset basis in the upstream sector and seeks to reduce these:

a. To less than 8 kgCO2/boe by 2025

b. To around 6 kgCO2/boe by 2030.
Absolute Emissions in Norway target covers scope 1 and 2 emissions on an absolute,
operated-asset basis across the value chain in Norway and seeks to reduce these:

a. By 70% by 2040

b. To net-zero by 2050.

Its baselines are 2015 for the Emissions Reduction target, 2019 for the Net Carbon Intensity

target, and 2005 for the Absolute Emissions in Norway target.

37 EQT Corp. Evolving Energy. ESG Report Calendar Year 2021 (2022).
38 Equinor. 2022 Integrated Annual Report (2023).
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ExxonMobil
Exxon has a goal to eliminate operational emissions with interim targets, 39 as follows:

1. Corporate GHG Intensity goal covers scope 1 and 2 emissions on an intensity, operated-
asset basis across the value chain and seeks to reduce these:
a. By 20-30% by 2030
b. To net-zero by 2050.
2. Upstream GHG Intensity goal covers scope 1 and 2 emissions on an intensity, operated-
asset basis in the upstream sector and seeks to reduce these:
a. By 15-20% by 2025 (achieved)
b. By 40-50% by 2030
c. To net-zero by 2050 (assumed based on the wider corporate target above).
3. Unconventional Permian Basin Emissions goal covers scope 1 and 2 emissions on an
operated-asset basis in its upstream operations in the Permian and seeks to reduce these:
a. To net-zero by 2030.

The company says its goals “are expected to achieve” a 20% reduction in corporate-wide emissions
and a 30% reduction in upstream emissions on an absolute basis,*® but we do not find this wording
sufficient to be recognised as a formal commitment.

Its baseline is 2016.
Occidental Petroleum

Occidental has a goal to achieve net-zero emissions on an absolute basis across scopes 1, 2 and 3
by 2050, including interim targets,*' as follows:

1. Net-Zero Emissions in Operations and Energy Use target covers scope 1 and 2 emissions
on an operated-asset basis across the value chain and seeks to reduce these:
a. To net-zero by 2040, “with an ambition to do so by 2035".
2. Net-Zero Emissions Inventory target covers scope 1, 2 and 3 emissions on an operated-
asset basis across the value chain and seeks to reduce these:
a. To net-zero by 2050.
3. Total Operational GHG Emissions target covers scope 1 and 2 emissions on an absolute,
operated-asset basis across the value chain and seeks to reduce these:
a. By 3.68 MtCO2e/y by 2024.
4. Total Operational GHG Intensity target covers scope 1 and 2 emissions on an intensity,
operated-asset basis across the value chain and seeks to reduce these:

a. To 0.02 tCO2e/boe by 2025.42

Its baseline is 2021.

39 ExxonMobil. Advancing Climate Solutions. 2023 Progress Report (2023).
40 |bid., p. 6

41 Occidental Petroleum. Climate Report 2022. Building to Net Zero (2023).
42 QOccidental uses the unit MTCO2e for ‘metric tonne of CO2e’, ibid.
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Petrobras

Petrobras has a goal to eliminate operational emissions and a range of interim targets,*3 as
follows:

1. Greenhouse Gas Emissions Neutrality goal covers scope 1 and 2 emissions on an
absolute, operated-asset basis across the value chain and seeks to reduce these:
a. By 25% by 2030
b. To net-zero by 2050.
2. E&P GHG Emissions Intensity goal covers scope 1 and 2 emissions on an intensity,
operated-asset basis in the upstream sector and seeks to reduce these:
a. By 32% (to 15 kgCO2e/boe) by 2025, keeping them at that level through 2030.
3. GHG Emissions Intensity in Refining goal covers scope 1 and 2 emissions on an intensity,
operated-asset basis in the downstream sector and seeks to reduce these:
a. By 16% (to 36 kg/CWT) by 2025
b. By 30% (to 30 kg/CWT) by 2030

Its baseline is 2015.
PetroChina
PetroChina has a goal to eliminate operational emissions, as follows:

1. Net-Zero Emissions goal that is assumed to cover scope 1 and 2 emissions, is set on an
operated-asset basis across the value chain, and seeks to reduce these:
a. To ‘near-zero’ by 2050.44

We made the assumptions based on the limited information available in PetroChina’s reports and
filings given that the company has not yet replied to our request for clarification. Our assumption
about emissions categories is based on the fact that the company only reports and refers to scope
1 and 2 emissions.

Given its nature, this goal does not require a baseline.
Pioneer Natural Resources
Pioneer has a goal to eliminate operational emissions with an interim target, as follows:

1. Long-Term Net Zero Emissions Ambition covers scope 1 and 2 emissions on an intensity,
operated-asset basis in the upstream sector (effectively Pioneer’s full value chain) and
seeks to reduce these:

a. By 50% by 2030
b. To net-zero by 2050.4°

lts baseline is 2019.

43 Petrobras. Climate Change Supplement (2023).
44 PetroChina. 2022 Environmental, Social and Governance Report (2023).
45 Pioneer Natural Resources. 2022 Annual Report (2023).
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Repsol

Repsol has a goal to achieve net-zero emissions on an absolute basis across scopes 1, 2 and 3 by

2050, including five targets,*¢ as follows:

1.

Net Emissions target covers scope 1, 2 and 3 emissions on an absolute, partial equity-
share basis, excluding 3 party crude, across the value chain and seeks to reduce these:

a. By 30% by 2030.
Absolute Emissions in Operated Assets target covers scope 1 and 2 emissions on an
absolute, operated-asset basis across the value chain and seeks to reduce these:

a. By 55% by 2030.
Net Zero Emissions Commitment covers scope 1, 2 and 3 emissions on an intensity, partial
equity-share basis across the value chain and seeks to reduce these:

a. By 15% by 2025

b. By 28% by 2030

c. By 55% by 2040

d. To net-zero by 2050.
2021-2025 Energy and Carbon Plan goal covers scope 1 and 2 emissions on an absolute,
operated-asset basis from Refining Spain, Refining Peru, Chemical and Exploration and
Production and seeks to reduce these:

a. By 1.5 MiCO2e by 2025.
E&P’s Carbon Intensity goal covers scope 1 and 2 emissions on an intensity, operated-
asset basis in the upstream sector and seeks to reduce these:

a. By 75% by 2025.

Its baseline is 2016 for all targets except the 2021-2025 Energy and Carbon Plan goal, which
we assume has 2021 as its baseline.

Saudi Aramco

Aramco has a goal to eliminate certain operational emissions and interim targets,*” as follows:

1.

Net Zero Footprint by 2050 goal covers scope 1 and 2 emissions on a wholly-owned-
operated-asset basis across the value chain and seeks to:

a. Avoid 52 MtCO2e by 2035

b. Reduce these to net-zero by 2050.
Upstream Carbon Intensity goal covers scope 1 and 2 emissions on an intensity, wholly-
owned-operated-asset basis in the upstream sector and seeks to reduce these:

a. By atleast 15% by 2035.

Technically, Saudi Aramco set its emissions reduction goal on an absolute basis, but its use of business

as usual as its baseline means that these ‘reductions’ amount to avoided emissions. The actual
reduction will be T MtCO2e relative to 2021.

Its baseline for the Upstream Carbon Intensity goal is 2018.

46 Repsol. 2023 Global Sustainability Plan (2023).
47 Saudi Aramco. Saudi Aramco Sustainability Report (2022).
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Shell

Shell has a goal to achieve net-zero emissions on an absolute basis across scopes 1, 2 and 3 by
2050 and has set two key carbon emissions reduction goals,*® as follows:

1. Net Carbon Intensity goal covers scope 1, 2 and 3 emissions on an intensity, full equity-
share basis, including 3 party crude, across the value chain and seeks to reduce these:
a. By 6-8% by end-2023
By 9-12% by 2024
By 9-13% by 2025
By 20% by 2030
By 45% by 2035
f. To net-zero by 2050.
2. Absolute Emissions goal covers scope 1 and 2 emissions on an absolute, operated-asset
basis across the value chain and seeks to reduce these:
a. By 50% by 2030.

o o0 T

Its baseline is 2016.
Sinopec
Sinopec has yet to formally announce a net-zero goal, but has a:

1. Greenhouse Gas Emissions Reduction goal that is assumed to cover scope 1 and 2
emissions, is set on an absolute, operated-asset basis across the value chain and seeks to

reduce these:

a. By 12.6 MtCO2e by end-2023.47

We made the assumption based on the limited information available in Sinopec’s reports and filings
given that the company has not yet replied to our request for clarification. Our assumption about
emissions categories is based on the fact that the company only reports scope 1 and 2 emissions.

Its baseline is 2017.

48 Shell. Our climate target (2023).
49 Sinopec Corp. 2022 Sinopec Corp. Sustainability Report (2023).

Analyst Note — www.carbontracker.org 25


http://www.carbontracker.org/
https://www.shell.com/energy-and-innovation/the-energy-future/our-climate-target.html#iframe=L3dlYmFwcHMvY2xpbWF0ZV9hbWJpdGlvbi8
http://www.sinopec.com/listco/en/Resource/Pdf/2023032506.pdf

Southwestern Energy

Southwestern has yet to formally announce a net-zero goal, but it has two interim targets,?© as
follows:

1. GHG Absolute Emissions goal covers scope 1 emissions on an absolute, operated-asset
basis in the upstream sector (effectively Southwestern’s full value chain) and seeks to
reduce these:

a. By 50% by 2035.

2. GHG Intensity goal covers scope 1 emissions on an intensity, operated-asset basis in the

upstream sector (effectively Southwestern’s full value chain) and seeks to reduce these:

a. By 50% by 2035.

The company said its goals “puts SWN on a path to achieve net-zero emissions by 2050”, but we
do not find this wording sufficient to be recognised as a formal commitment.

Its baseline is 2021.
Suncor Energy
Suncor has a goal to eliminate operational emissions and two interim goals,®' as follows:

1. Net Zero by 2050 goal covers scope 1 and 2 emissions on an operated-asset basis across
the value chain and seeks to reduce these:
a. To net-zero by 2050.
2. Interim target covers scope 1, 2 and 3 emissions on an absolute, full equity-share basis
across the value chain and seeks to reduce these:

a. By 10 MtCO2e/y by 2030.

Its baseline is 2019, adopted on a project-by-project basis. We note Suncor does not publicly
disclose its scope 3 emissions emitted before 2020.

50 Southwestern Energy. Corporate Responsibility Report 21-22 (2023).
51 Suncor. Climate Report 2022 (2023).
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TotalEnergies

TotalEnergies has a goal to achieve net-zero emissions on an absolute basis across scopes 1, 2
and 3 by 2050, including four carbon emissions reduction targets,52 as follows:

1. Lifecycle Carbon Intensity goal covers scope 1, 2 and 3 emissions on an intensity, full
equity-share basis, including 3™ party crude, across the value chain and seeks to reduce
these:

a. By 15% by 2025
b. By 25% by 2030
c. To net-zero by 2050.

2. Operational Emissions goal covers scope 1 and 2 emissions on an absolute, operated-

asset basis across the value chain and seeks to reduce these:
a. By 17% by 2025
b. By more than 40% by 2030.

3. Scope 3 World covers scope 3 emissions on an absolute, full equity-share basis, including

3rd party crude, across the value chain and seeks to ‘maintain’ these:
a. Below 400 MtCOze by 2030.

4. Scope 3 Oil covers scope 3 emissions on an absolute, full equity-share basis, including 3

party crude, across the oil value chain and seeks to reduce these:
a. By 30% by 2025
b. By 40% by 2030

Operational Emissions and Scope 3 World goals can be seen as one larger goal disaggregated
by emission category. Merging these goals allows for a more equitable comparison with the
company’s peers.

Its baseline is 2015.

52 TotalEnergies. Sustainability & Climate 2023 Progress Report (2023).
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Appendix 2 — Reading Emissions Targets

The complexity of the processes involved in extracting and delivering fossil fuels to consumers
influences how associated carbon emissions are measured and reported, creating a range of
different parameters:

e Category. The Greenhouse Gas Protocol, an almost universally accepted GHG accounting
standard, divides emissions attributable to a company into three categories:

0 Scope 1 — direct emissions produced by the company itself in the course of business;
0 Scope 2 —indirect emissions produced by the company’s energy suppliers; and

0 Scope 3 — indirect emissions produced by the rest of the company’s suppliers and
by its consumers when using the company’s product.

Scope 1 and 2 emissions are usually bundled together as ‘operational emissions’, meaning
emissions related to the making of the product. Scope 3 covers the rest and, at least in the
case of the oil and gas industry, accounts for 80-95% of all lifecycle emissions.

e Ownership. Since many oil and gas companies enter into partnerships, form joint ventures
or trade hydrocarbons with third parties, there is a certain degree of complexity to the
question of ownership of the product and its embedded emissions.

Where partnerships are concerned, companies can choose to measure, report and target
emissions only from assets that they actually operate, or they can give a fuller account by
adding up emissions on a full equity-share basis.

Similar practices can be observed in trading, where certain firms will assume responsibility
only for the oil and gas that they produced themselves, while others will also report and
target emissions from final products that they make from crude bought from third parties.

e Baseline. Most oil and gas companies select the volume of emissions produced in a given
year in the past, bounded by category and ownership, as a baseline against which to set
their targets and measure progress.

However, a few choose business as usual as their baseline, meaning they measure their
‘reductions’ against what they could have produced in future.

e Constituent gases. There are five primary and four manmade gases making up GHG, and
the norm is to aim for a reduction in carbon dioxide (CO2), methane (CH4) and nitrous oxide
(NO2), though there are companies targeting as many as six types of gases or as few as
one.

e Units of measurement. Emissions can be measured in absolute terms (kgCO2€) or on an
intensity basis, as a ratio (kgCO2e/MJ).
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Disclaimer

Carbon Tracker is a non-profit company set up to produce new thinking on climate risk. The
organisation is funded by a range of European and American foundations. Carbon Tracker is not
an investment adviser and makes no representation regarding the advisability of investing in any
particular company or investment fund or other vehicle. A decision to invest in any such investment
fund or other entity should not be made in reliance on any of the statements set forth in this
publication. While the organisations have obtained information believed to be reliable, they shall
not be liable for any claims or losses of any nature in connection with information contained in this
document, including but not limited to, lost profits or punitive or consequential damages. The
information used to compile this report has been collected from a number of sources in the public
domain and from Carbon Tracker licensors. Some of its content may be proprietary and belong to
Carbon Tracker or its licensors. The information contained in this research report does not constitute
an offer to sell securities or the solicitation of an offer to buy, or recommendation for investment in,
any securities within any jurisdiction. The information is not intended as financial advice. This
research report provides general information only. The information and opinions constitute a
judgment as at the date indicated and are subject to change without notice. The information may
therefore not be accurate or current. The information and opinions contained in this report have
been compiled or arrived at from sources believed to be reliable and in good faith, but no
representation or warranty, express or implied, is made by Carbon Tracker as to their accuracy,
completeness or correctness and Carbon Tracker does also not warrant that the information is
up-to-date.
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