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Executive Summary (1 of 5)

4

Limiting warming to 1.5°C requires the halving of global emissions by 2030 and reaching net-zero emissions by 2050. This depends, in furn,
on decarbonising the energy system and protecting and restoring nature, tropical forests in particular. But while progress on
decarbonising the energy system is promising, progress on nature is limited. Deforestation rates remain stubbornly high and are trending
upwards. Resources available to boost progress on nature are minuscule relative to the scale of the challenge.

This report focuses on the need to increase corporate action on climate and nature. It sets out actions that governments, corporates,
investors, NGOs and the COP26 Presidency should take now to secure a nature-based net-zero future.

The finance gap

The forest and land use sector can deliver 30% of the mitigation required to reach net-zero, some 15 GtCO.e a year, through activities to
reduce emissions and remove carbon. These activities also have important co-benefits in terms of building resilience to climate shocks,
safeguarding biodiversity and enhancing rural livelihoods and public health. 5 GtCO,e of the sector's mitigation potential lies in
protecting tropical forests. Interventions to restore forests, wetlands and peatlands have the potential to remove a further 4 GtCO, from
the atmosphere with considerable advantages compared to other negative emission technologies (NETs), such as direct air carbon
capture and storage (DACCS). Such advantagesinclude co-benefits, speed of deployment at scale and substantially lower costs.

Yet finance committed to forest protection and restoration makes up a tiny percentage of overall climate mitigation finance promised
so far. Between 2010 and 2017, just $2.8 billion of public and private finance was committed each year to forests. Public finance for
renewables in 2018 alone was 100 times greater ($280 billion).

FOLU estimates that the amount of finance for forest protection and restoration needs to be increased by $65 bilion a year. Most of this
money should be directed at helping forest country governments to deliver the changes in policy, regulation and fiscal incentives that
address the root causes of deforestation, and to support businesses and communities in building “forest positive” value chains that
enhance local livelihoods.

The
Source: IPCC, 2019; Global Forest Watch, 2020; Roe et al, 2019; NYDF, 2019; FOLU, 2019 @ Coalition
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Executive Summary (2 of 5)

This investment requirement is a fraction of the value at risk if we fail to act on climate change by protecting and restoring forests. The
economic losses associated with temperature rises of 4°C above pre-industrial levels over the next 80 years could mount to $23 trillion per
year and more than half of global GDP ($44 ftrillion) is generated in industries that depend moderately to highly on nature and its
services. Moreover, it is estimated that the cost of preventing further pandemics over the next decade by protecting wildlife and forests
would equate to just 2% of the estimated financial damage caused by COVID-19. The stakes and the leverage from investment in
protecting and restoring nature could not be higher.

Public finance — domestic and international — will play a key role in forest protection and restoration. But fiscal constraints, including those
related to COVID-19, mean governments can provide only part of the total finance needed. Governments therefore need to focus on
creating conditions that incentivise private sector investment. With corporates making up two-thirds of the richest 100 entities on the
planet, raising their ambition to invest in nature is key to providing finance at scale. Corporates in food, agriculture and forest sectors can
directly invest in nature-based climate mitigation solutions within their value chains, while corporates in other sectors can invest by
purchasing offsets on the voluntary carbon market.

Understanding existing corporate ambition

To understand the likely impact of the current level of corporate ambition for climate and nature, FOLU has estimated demand for forest
and land use sector offsets over the next 30 years given existing corporate net-zero commitments. This is based on the 1,230 companies
(of whom less than 70 are in the Global 500) that have set a net zero target as of December 2020 (see technical annex for
methodology). Based on this sample, we estimate total corporate demand for offsets equal to just 50 million tCO,e per year or $500
million of financing at an illustrative carbon price of $10/tCO.e. While recognising markets are just one of the mechanisms to close the
financing gap, clearly this volume falls short of the 15 GtCO.,e of potential forest and land use mitigation or estimated $65 billion annual
forest finance gap.

Estimated corporate demand for offsets is low because only 67 of the Global 500 companies have set net-zero emissions targets; 60% of
the 1,230 companies committed to net-zero are B-corps, typically small companies with small emissions footprints; and, with the
exception of the B-corps, only 64 companies in the sample have set net-zero targets ahead of mid-century, meaning there will be
minimal demand for compensation or neutralisation from the sample as a whole. a0 The
ol
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Executive Summary (3 of 5)

Making the Business Case for a nature-based net-zero future

Raising the missing finance depends on all corporates — particularly large corporates — increasing their ambition by aligning with “nature-

based net-zero” strategies. Specifically, that means:

1. aligning corporate strategy with global goals to limit warming to 1.5°C of warming, implying (on average) a halving of their value
chain emissions every decade and full abatement by mid-century.

2. contributing to the protection and restoration of nature by compensating for unabated emissions, starting now and continuing
through (and potentially beyond) achieving net zero emissions across their value chains.

Corporates need to see a clear business case if they are to raise their nature and climate ambition in this way. Such a case is not hard to
make, though it varies from one sector to the next. In some sectors (most obviously food and agriculture), companies are directly
exposed to losses caused by the ongoing destruction of nature, weather-related shocks, increasing pest risks and damage to crop
pollinators. Similarly, sectors such as mining are affected when loss of natural capital makes hydrological flows more uncertain. The
electricity sector is affected, as seen most recently in California, when periods of extreme drought undermine the physical integrity of
grid networks, sparking forest fires that lead to major outages.

Other sectors, perhaps not as directly exposed to nature, also have a strong business case for financing nature now. Airines, for
example, have good reason to enable their passengers to travel on a “zero emissions” basis to avoid the risk of “flight shame”. This risk
has likely grown since COVID-19 has forced changes in flying behaviours. Oil and gas companies have similarly strong motives to
compensate for emissions which they cannot rapidly eliminate on the basis of their historic (and continuing) role as a major source of
greenhouse gas emissions. Even as they transition to clean energy, their licence to operate depends on demonstrating the “polluter
pays” principle. Highly profitable sectors whose direct emissions are more limited, such as tech, also have a commercial interest in
demonstrating to consumers and regulators that their privieged economic position is balanced by tangible social responsibility.

As well as seeing a clear business case, corporates will look for robust, science-based standards and ratings to ensure they are
recognised for stepping up their ambition for nature in this way. Companies that are combining ambitious abatement pathways with
upfront, sustained financing for nature are a key part of the solution to our climate challenge.

a0\ The
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Executive Summary (4 of 5)

The potential impact of large-scale corporate investment in nature is massive. If the Global 500 companies committed to compensating
100% of their unabated Scope 1 and 2 emissions by 2025, demand in the voluntary carbon market would soar to 5 GtCO2e in that year
alone. If 50% of that demand were channelled through REDD+ (i.e. avoided deforestation and degradation), it would deliver the
majority of potential mitigation available from protecting standing forests in 2025 in scenarios where zero gross deforestation is achieved
globally by or before 2030. At an illustrative price of $10/1CO,e, this would cost the Global 500 $25 billion — less than 0.1% of their total

revenues and less than 1.5% of total profits. In other words, a 1.5% tax on the world’s 500 corporations would be enough to save the
forests upon which all life on earth depends.

Action over the 12 months to COP2é4
Action is urgently needed to align the interests of private (and public) sector actors who want to invest in high-quality natural capital

with those of the rainforest nations, who need reliable, long-term financial support if they are to effect the massive “people and nature
positive” transformation of their rural economies.

Below are the top three actions that NGOs and standard setters; corporates and investors; governments; and Parties to the Paris
Agreement, guided by the COP26 presidency, should take now.

NGOs and standard setters such as the Science Based Target initiative should:

a) Define a gold standard for nature-based net-zero corporate climate leadership that incentivizes and supports companies to
adopt maximum ambition in setting aggressive emission reduction pathways consistent with 1.5°C (i.e., net-zero by mid-
century) and compensating for their unabated emissions along the pathway by investing in nature-based climate solutions.
Standards must also ensure high-integrity on the supply side by requiing compensation and neutralisation measures to (a)
apply robust baselines, (b) ensure additionality, (c) have measures to ensure permanence, (d) minimise and account for
leakage, (e) avoid double-counting and (f) ensure social safeguards.

b) Develop clear methodologies for corporates to set science-based targets for nature. This should be linked to the promotion of
sector-specific business cases for corporate action on nature.

c) Facilitate aggregation or “clubbing” of corporate demand in the voluntary carbon market to help drive systemic change.

a0\ The
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Executive Summary (5 of 5)
e Corporates and investors should:

©

a)
b)
c)

Commit to and enforce deforestation-free supply chains and financing by 2025 at the latest.

Commit to the gold standard for corporate climate leadership described under 1a) above.

Commit to paying a minimum carbon price of $10/tCO,e for high quality post-2020 REDD+ emissions reductions. Where possible they
should publicly signal their estimated demand for offsets info the future.

Tropical forest countries should:

a)
b)

c)

Communicate clear plans and strategies around reaching zero deforestation and large-scale restoration activities to signal near
term supply of jurisdictional REDD+ emissions reductions.

Adopt the highest standards for independent accreditation and verification of forest emission reductions, for example, the
Architecture for REDD+ Transactions (ART).

Establish high-integrity investment frameworks and credible funding mechanisms to direct finance received by emission reduction
sales tfransparently and in line with international standards. Investment should benefit local and indigenous communities who play
critical roles in forest stewardship, and both enforce and incentivize forest protection and restoration.

Non-tropical forest countries should:

a)
b)

c)

Commit to paying a minimum carbon price of $10/tCO,e for high quality post-2020 REDD+ emission reductions. Where possible they
should publicly signal their estimated demand for offsets into the future.

Provide Official Development Assistance (ODA) for lower income countries to develop policies, capacity, and enforcement so they
can reduce tropical deforestation, increase restoration, and also support investments to address drivers of deforestation.

Promote deforestation-free supply chains through demand-side measures, public procurement and market access.

Parties to the Paris Agreement, guided by the COP26 presidency

a)
b)

c)

Support and give a platform to the actions described above.
Encourage and support a coalition of ambitious countries and companies to launch 4-6 jurisdictional REDD+ deals at COP26 to be
implemented over the next five years by channelling at least $2.5 billion of private sector finance towards such deals, delivering at
least 250 million tCO,e of mitigation.

Ensure that there are clear monitoring and reporting protocols that allow a transparent assessment of non-state actors’ contributions
to country Nationally Determined Contributions (NDCs). @ The

Food and Land Use
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We must reach net-zero globally by 2050 to keep within 1.5°C of warming

Mitigation Pathways Compatible with 1.5°C in the Context of Sustainable Development
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11 Source: IPCC, 2018; IPCC, 2019

1.5°C-consistent pathways are
characterised by a rapid phase out of CO,
emissions and deep emissions reductions in
other GHGs and climate forcers.

In pathways with no or limited overshoot of
1.5°C, global net anthropogenic

CO, emissions decline by about 45% from
2010 levels by 2030, reaching net-zero
around 2050.

Net-zero emissions are reached when
anthropogenic emissions of greenhouse
gases to the atmosphere are balanced by
anthropogenic removals over a specified
period.

All analysed pathways that imit warming to
1.5°C with no or limited overshoot, use
carbon dioxide removals (CDR) —such as
afforestation/reforestation or direct air
capture and storage — to help neutralise
emissions from sources that are difficult,
impossible or take more time to eliminate.
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There is no pathway to 1.5°C without a near immediate halt to deforestation
and significant restoration of land

The forest and land use sector can deliver 30% of mitigation (~15 GtCO,e a year) through emission reduction and

carbon removal activities...

GtCO.e per year of the global mitigation needed in 2050 to deliveron the 1.5°C target

1
Land sector Reduce emissions Reduce emissions Shift to plant- Reduce food Restore forests, Improve forest Enhance soil Deploy Bioenergy
mitigation in 2050 | from deforestation fromagriculture based diets waste coastalwetlands management carbon and Carbon
& degradation, and drained and agroforestry  sequestrationin Capture &
conv ersion of 25% by 2050 50% adoption 50% reductionin peatlands agriculture and  Storage (BECCS)
coastalwetlands, comparedto BAU globally by 2050  total food waste apply biochar
& peatland by 2050
burning compared to BAU

95% by 2050
comparedto 2018

Emission reduction activities Carbon removal activities

g’\ The
12 Source: Roe et al, 2019 .../\..2 Eggﬂt?g# Land Use



Ending deforestation and degradation is a priority since this is where the largest
and most cost-effective mitigation potential lies (5 GtCO,e)

Deforestation rates remain high and trending upwards,

particularly across the carbon rich tropical belt

Tropical primary forest loss, million hectares, 2001-2019

7 -
6 -
5
4 -
3 -
o8 [ (LLLLLLLLE
1 A
. H
2001 2005 2010 2015 2019
Il Brozil B DRC All Other Countries
B ndonesia [ Bolivia — 3 year moving average

13 Source: Global Forest Watch, 2020; IPCC, 2019; Griscom et al, 2017

Avoided deforestation has greater sequestration

potential than restoration per hectare of land and
is twice as cost effective

Preventing the loss of one hectare of mature forests will
typically av oid emissions of about 100 tonnes of carbon,
while tropical reforestation typically sequesters about 3% of
that.Therefore, in a given year, 30 times more land is needed
for reforestation to generate the same climate mitigation
outcome as av oided deforestation.

Forest protection can be done at a cost of $30 per hectare a
year on av erage - substantially less than forest restoration
whenyou include upfrontinv estment.

The IPCC Climate Change and Land report emphasises that
"reducing deforestation and forest degradationrates
represents one of the most effective and robust options for
climate change mitigation, with large mitigation benefits
globally.”

The
_ﬂ/\-\_ Food and Land Use
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But this also needs to be combined with restoration of approximately 1.2 billion
hectares of forests and other natural ecosystems

Total surface area of land, million hectares

1.2 billion hectares of
agricultural land - larger
than the size of Europe -
must be restored to
nature, including 700
million hectares of forests

Today (2010)* 2050
Bl Cropland & pasture land Non-forest natural ecosystems
M rorests B Urban and non-arable land

Baseline data from 2000

14 Source: FOLU, 2019

Modeling by the Food and Land Use Coalition set out in
Growing Better demonstratesthat this can be achieved
at the same time as:

v Halting biodiv ersity loss and restoring ocean fish
stocks

v Eliminating under-nutrition and halving the disease
burden associated with consuming too many
calories and unhealthy food

v Increasing food security

v" Boosting income growth for the bottom 20% of the
rural population

The freeing up of agricultural land for restoration is
made possible due to a shift away from land-intensive
protein diets, combined with faster productivity growth,
lower food loss and waste and more efficient livestock
management.

a0\ The
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Tropical forests and peatlands are a priority for protection and restoration over
the next decade as they are critical carbon sinks

The tropical beltis a high priority regionin terms of carbon storage...

By combining data on global biomass carbon and distributions
of soil carbon stocks vulnerable to land-use change, Nature
Map Earth produced an integrated map of carbon stocks
(biomass and soils) that are vulnerable to human impact.

« The tropical belt is a region with high carbon stocks that are
particularly vulnerable to human impact.

.. aswell as biodiversity and cleanwater supply

« Nature Map Earth dev eloped an infegrated global map of biodiv ersity,
carbon storage, and clean water supply to support countries to integrate
nature and climate in decision making.

« The tropical belt should be prioritised for urgent protection and restoration
measures but there are clearly other important non-tropical areas as well.

Lower priority Higher priority

a0\ The

Food and Land Use

15 NatureMap, 2020 1
Coalition



Action within the decade is essential

The Amazon rainforest is close to a tipping point where

Carbon sequestration potential of forested land follows

climate change, deforestation and fires could cause it . .
an S-curve - we plant now to get maximum gains later

fo dry out and turn to savannah

Sequestered
carbonin
negative
tonnes of

carbon . Afforestation
emissions | Reforestation of Agricultural Land

. Storage in harvested wood

v
2020 2030 2040 2050 2060 2070

Storage in harvested wood
Afforestation
Reforestation of agricultural land

=3 y .’l‘ . b ;“.
i g ¥ .b "

Asmuch as 40% of the existing Amazon rainforest is now at a
point where it could exist as a savannahinstead of as rainforest —

this is known as “*Amazon forest dieback”. The gains produced from forests planted today take sev eral
decades to reach full fruition. Carbon sequestration follows an S-
This process will take decades to take effect, but the process is curve thatsees a slow start followed by rapid gains, emphasising
hard, if not impossible, to rev erse. that the best time to restore forests is now.
g’\ The
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The forest
finance gap




We need at least a 25x increase in finance from both public and private
sources to fill the forest finance gap

$22 billionin green finance commitments were directed Additionalinvestment requirements to forests to 2030

towards forests from 2010to 2017, or $2.8 billiona year total $65 billiona year

Average annual public and private sector finance committed for Additionalinvestment requirement to 2030 for forest protection and
forests (over the period 2010-2017), USD million restoration, USD million

25x
increase

required
1,500
Public domestic Public Phase land |l Private sector Total Total Forest restoration REDD+ Forest management
finance international  REDD+ finance, sustainable programme for

(government mitigation mainly for LDC commodity forest conservation
investment plans  finance for production and

of 13 REDD+ forestry In .Conservo’rlop Seetechnical annex of the FOLU Growing Betterreport for calculations.

countries) deforestation investmentsin
countries developing
countries

a0\ The
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It is essential that finance is targeted towards forest country governments to
incentivise action to tackle root causes of deforestation

Governments alone have the ability to crack down on illegal Governments alone have the ability to redirect perverse public
deforestation and to increase the area of forests under incentives such as agricultural subsidies which drive
protection deforestation
If the international frade in agro-commodities from illegal deforestation Of more than $700 billion paid in agricultural subsidies each year, only 15%
were a country, it would be the éth largest contributorto climate change of thissupport goes towards building public goods. Similarly, $30 billion of
in the world. public support is poorly targeted at fisheries, with around $22 billion of this

classified as harmful.
Tropical forest converted from 2000-2012, million hectares

Subsidies for deforestation-linked commodities compared to REDD+ finance, USD million
31
2,700
29%
15
16%
5 520
6% 3 3 3 1 4 266 276
— - 8 31 o N
Brazil Indonesia Malaysia Paraguay Bolivia  Colombia Cambodia Brazil Indonesia

Il Legalforestloss Il REDD+ payments

B lllegal forest loss for domestic markets B Agricultural subsidies linked to deforestation-related commodities

I lllegal forest loss for export markets B Biofuel Subsidies
REDD+ payments refer fo the annual averages based on the results periods 2014-2016 in Indonesia, and 2014-2015 in Brazil.
Agricultural subsidies are based on 2019 Single Commodity Support estimates by the OECD and ex clude timber. Negative
market price support measures are not included. Primary biofuel feedstocks are palm oilin Indonesia and soy in Brazil.
Apart from subsidies, high biofuel mandates are driving the production of these feedstocks (30%/5% for biodiesel/
bioethanol in Indonesia; 10%/27% for biodiesel/ bioethanol in Brazil).

The
19 Source: Forests Trends, 2014; OECD, 2020; Sumaila, 2019; USDA/GAIN, 2020 ; lISD, 2012; Green Climate Fund, 2020; Gerasimchuk et al, 2012; UNFCCC, 2019 -'/}- Food and Land Use
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Voluntary carbon markets for avoided deforestation, forest management and
afforestation/reforestation have significant scaling potential

'Forest and Land Use' credits are a prominent feature of 135 of the 3,856 companiesthat responded to CDPin 2019
voluntary carbon markets, receiving an average of $132 reported purchases of 14 milliontCO,e from the forest and land
million and mitigating 35 milliontCO,e a year between 2017 and use sector on the voluntary carbon market, and a further 3
2019 million on the compliance market
Average annual volume and market value of units traded between 2017 and 2019, Project-based carbon credits purchased and reported by CDP respondents (split between
based upon transaction data from the 'State of the Voluntary Carbon Market' reports voluntary and compliance market purchases), tCO.e
Forest and Land Use 34.7M Services 8,015,420
Transportationservices 4,178,100
Renewable Energy Powergeneration (NG 3,269,600
Waste Disposal Manufacturing 521,707
Retail | 162,431
. T T B
Household Devices 4.9M | Forest Management and Avoided I Apparel | 134,524
| Deforestation (REDD+) projects are the | Food, bev erage
Chemical Processes/ | : . : - I & agriculture 83,654
Industrial Manufacturing | dominant project Types. issued in . |
| voluntary market registries accounting | Infrastructure | 49,497
. for 97% of issuances in the Forest and
E Eff / I I i
neFrggl Svlsfilfirlj](i:nyg 2.3M | Land Use category between 2017 and | Materials | 31,626
- 0.3M :_23]2 ________________ : Fossil Fuels | 20,165 I Compliance
fransportation | 0. Hospitality | 2,946 Voluntary Offsetting
Volume (Units) Volume (Units)

. : The
Source: State Of the Voluntary Carbon Markets 2020. To understand the 2019 breakdown of ‘Forest and Land Use’ projects, data was downloaded directly @ Food and Land Use
from the VCS, Gold Standard, ACR and CAR registries for analysis. Coalition



While there has been a three-fold increase in corporate net-zero
commitments over the last year, this does not necessarily franslate into an
increased financing for forests through voluntary carbon markets

@ In the transition to net-zero: Companies can compensate

"Offsetting” does not replace the need fo reduce v alue-chain or neutralise* unabated emissions while they transition

emissions in line with science. But the Science Based Target towards a state of net-zero emissions by mid-century.
initiative, in its recent “Net Zero Foundations” paper suggests

that companies can offset in the following ways as part of a @ At net-zero: Companies with unavoidable residual
science-based net-zero strafegy: emissions are expected to neutralise those emissions with

an equiv alent amount of carbon dioxide remov als.

Target dates for 1,230 corporate net-zero committed companies (number of committed companies)

We assess 1,230 companies that have set a net-zero target as of

Pre-2030 @15 6th December 2020. The bulk of commitments set net-zero
2030 756 target dates at 2030 or 2050.
2031-2057 14 Of the 756 companies committed to net-zero by 2030, 96% of
2040 M 24 these are B-corps with a small carbon footprint.
2041-2049 |2

Whereas the majority of the committed Global 500 companies
2050 429 have committed to net-zero by 2050 (50 of just 67 companies)
meaning there would only be a role for neutralisation of

I Certified B Corporation [l Global 500 B Other unavoidableresidual emissions.
a0\ The
—A—

21 *Compensationis defined as measures to prevent,reduce or eliminate sources of GHG emissions outside of a company’s value chain and neutralisationis defined as Food and Land Use
measures toremov e carbon from the atmosphere in order to counterbalance the impact of a source of emissions that remains unabated. Coalition



Current corporate net-zero commitments would result in just 50 million 1CO,e
per year of corporate demand for offsets - or $500 million of financing at an
illustrative $10/tCO,e carbon price

Remaining emissions and estimated compensation and neutralisation approaches from net-zero

committed companies, GtCO,e

9 -
8
7
6
5
4
3
2
1
0
1 - 2020-24 2025-29 2030-34
Annual
compensation 7.7 million 9.7 million 100.1 million
/ neutralisation 1COse tCOse tCOse
demand:
Annual
financing at $154 . -
$20 a fonne: million $194 million $2.0 billion

Legend - remaining unabated emissions from net-zero companies
Companies committedto net-zeroin2020s
Companies committedto net-zeroin2030s

. Companies committedto net-zeroin2040s

. Companies committedto net-zeroin2050s

22

2040-44

2035-39 2045-49
72.0 million 45.2 million 29.4 million
TCOQG TCOQG TCOQG
$1.4 billion $204 million $588 million

Legend - compensation/neutralisation of unabated emissions
. Companies committedto net-zeroin2020s
. Companies committedto net-zeroin2030s

Companies committedto net-zeroin2040s

. Companies committedto net-zeroin2050s

2050

249.8 million
fCOQG

$5.0 billion

To understand the potential of voluntary
carbon markets, FOLU has estimated
demand for forest and land use sector
offsets overthe next 30 years, based on
existing corporate net-zero
commitments.

This chart shows the remaining Scope 1
and 2 emissions of 1,230 net-zero
committed companies.

We project their emissions to 2050 based
ona 1.5°C or well below 2°C pathw ay
(see technical annex for details). We
assume that they will start compensating
at their net-zero target date.

The resulting estimate of total corporate
demand for offsets is equal to just 50
million tCO,e per year - or $500 million of
financing at an illustrative $10/tCO,e
carbon price.

Clearly, this is nowhere near enough to
yield the 15 GtCO,e of potential forest
and land use mitigation nor to close the
$65 billion annual forest finance gap.
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Raising corporate
ambition towards
nature-positive
net-zero




If we are to meet the additional financing requirements, we need to raise the
bar on corporate ambition towards “nature-based net-zero”

o Abatement of v alue chain emissions (including emissions from land use change) at
a rate consistent with the 1.5°C pathway; eliminating all feasible emissions by mid-
century; and permanently removing any residual emissions from the atmosphere
(i.e., neutralisation).

9 Compensation of all unabated v alue chain emissions during the transition to net-
zero through purchasing forest and land use sector carbon offsets and prioritizing
interventionsthat help preserv e and enhance existing terrestrial carbon stocks.
Action should be targetedso that thereis a win-win for both nature and climate, for
example by targeting av oided deforestation in the tropical belt.

e Compensation and neutralization measures must (a) apply robust baselines (b)
ensure additionality, (c) havemeasures to ensure permanence of the mitigation
outcomes, (d) minimize and account for leakage and (e) av oid double-counting.
These conditions can be guaranteed by purchasing carbon units that are v erified to
robust and specific environmentaland social standards.

Q Companies with material impacts on nature should also commit to aligning with the
initial guidance from the Science-Based Target Network on setting science-based
targetsfor nature.

In September 2020, the Science Based Targets Network (SBTN) issued initial guidance on science-based targets (SBTs) for nature as a first step tfoward g-\;\ ;Egd and Land Use

infegrated SBTs for all aspects of nature: biodiversity, climate, freshwater, land, and ocean (expected in 2022). Coalition
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For example, if the Global 500 companies compensate 100% of unabated
scope 1 and 2 emissions in 2025 this would yield 5 GtCO,e of demand, or $50
billion at $10/1CO.e

Scope 1 and 2 emissions for Global 500 reducing in line with a well-below 2°C pathway |t the Global 500 companies committed to
compensating 100% of their unabated scope

8 7 1 and 2 emissions by 2025, demand in the
- voluntary carbon market would soar to
5GtCO,e in that year alone.
4 If 50% of that demand were channelled
5 through REDD+ (i.e. avoided deforestation
and degradation), it would deliver the
0 - majority of potential mitigation available from
protecting standing forests in 2025 in
2 A scenarios where zero gross deforestation is
achieved globally by or before 2030. At an
4 illustrative price of $10/tCO»e, this would cost
the Global 500 $25 billion - less than 0.1% of
-6 - their total revenues and less than 1.5% of total
2020 2025 2030 2035 2040 2045 2050 profits.
In other words, a 1.5% tax on the world’s 500
Il Remaining scope 1 and 2 emissions corporations would be enough to save the
I Compensation or neutralisation of unabated emissions through forest and land use offsets forests upon which all life on earth depends.

Note, Scope 3 emissions are not included to avoid double-counting

a0\ The
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There is already a strong business case for corporates to raise the bar on

ambition on climate and nature...

There is significant value af risk if we fail to act on climate change by
protecting and restoring forests. More than half of global GDP ($44 trillion) is
generated in industries that depend moderately to highly on nature and its
services.

Corporates need to see a clear business case if they are to raise their nature
and climate ambition in this way. Such a case is not hard to make, though it
varies from one sector to the next. In some sectors (most obviously food and
agriculture), companies are directly exposed to losses caused by the
ongoing destruction of nature, weather-related shocks, increasing pest risks
and damage to crop pollinators. Similarly, sectors such as mining are
affected when loss of natural capital makes hydrological flows more
uncertain. The electricity sector is affected, as seen most recently in
California, when periods of extreme drought undermine the physical
integrity of grid networks, sparking forest fires that lead to major outages.

Other sectors, perhaps not as directly exposed to nature, also have a strong
business case for financing nature now. Airlines, for example, have good
reason to enable their passengers to travel on a “zero emissions” basis to
avoid the risk of “flight shame”. This risk has likely grown since COVID-19 has
forced changes in flying behaviours. Oil and gas companies have similarly
strong motives to compensate for emissions which they cannot rapidly
eliminate on the basis of their historic (and continuing) role as a major
source of greenhouse gas emissions. Even as they transition to clean
energy, their licence to operate depends on demonstrating the “polluter
pays” principle. Highly profitable sectors whose direct emissions are more
limited, such as tech, also have a commercial interest in demonstrafing to
consumers and regulators that their privieged economic position is
balanced by tangible social responsibility.

26 Source: World Economic Forum, 2020

Certainsectors have a higher dependency on nature and

therefore revenue atrisk from nature loss
Direct Supply Chain

Forestry

Agriculture

Fishery and Aquaculture

Food, Beverages and Tobacco
Heat Utilities

Construction

Electricity

W ater Utilities

Supply Chain and Transport

Chemical and Materials Industry
Aviation, Travel and Tourism

Real Estate

Mining and Metals

Retail, Consumer Goods and Lifestyle
Oiland Gas

Automotive

Healthcare Delivery

Electronics

Information Technology

Insurance and Asset Management
Banking and Capital Markets

Digital Communications

0% 20% 40% 60% 80% 100% 0% 20% 40% 60% 80% 100%

% of direct GVA % of supply chain GVA

Dependency ratings consider a sector’s reliance on ecosystemservices at the
production process level, for a range of factors, including inputs to production,
inputs foresearch and development, business operations, assimilation of w aste
and protection of assets.

I High dependency on nature
[ Medium dependency on nature
[ Low dependency on nature
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... but science-based standards and ratings need sirengthening to ensure that

corporates are recognised for stepping up their ambition in this way

See below for anillustrative approach to rating corporate ambition which would recognise and reward leaders

PLATINUM | GREEN AMBER m BLACK

Commitment to and progress towards abatement in line with 1.5°C

Commitment to and progress towards abetmentinline with at least 2°C

|

Commitment to compensate or neutralise allunabated Scope 1 and 2 emissions

v v
by 2021 by 2025

Commitment to compensate unabated full value chain emissions

by 2025 by 2030

Commitment to compensate some emissions ahead of 2050

Where compensating using av oided deforestation carbon offsets, commitment to
purchase units at or nested within a jurisdictional lev el where supply is av ailable

-

Neuftralisation of residual emissions in 2050

For corporates with materialimpacts on nature, a commitment to engage with the
Science Based Target Netw ork during its design phase (2020-2022)

27
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The road to

Glasgow




The next 12 months on the run up to COP26 at Glasgow are key and the
following actions are required (1 of 2)

Action is urgently needed to align the interests of private (and public) sector actors who want to invest in high-quality natural capital
with those of the progressive rainforest nations, who need reliable, long-term financial support if they are to effect the massive
“people and nature positiv e’ transformation of their rural economies.

o NGOs and standard setters such as the Science Based Target initiative should:
a) Define a gold standard for nature-based net-zero corporate climate leadership that incentivizes and supports companies
to adopt maximum ambition in setting aggressive emission reduction pathways consistent with 1.5°C (i.e., net-zero by mid-
century) and compensating for their unabated emissions along the pathway by investing in nature-based solutions.
Standards must also ensure high-integrity on the supply side by requiring compensation and neutralisation measures to (a)

apply robust baselines, (b) ensure additionality, (c) have measures to ensure permanence, (d) minimise and account for
leakage, (e) avoid double-counting and (f) ensure social safeguards.

b) Develop clear methodologies for corporates to set science-based targets for nature. This should be linked to the promotion
of sector-specific business cases for corporate action on nature.
c) Facilitate aggregation or “clubbing” of corporate demand in the v oluntary carbon market to help driv e systemic change.

e Corporates and investors should:
a) Commit to and enforce deforestation-free supply chains and financing by 2025 at the latest.
b) Commit to the gold standard for corporate climate leadership described in 1a) above.

c) Commit to paying a minimum carbon price of $10/1CO.e for high quality post-2020 REDD+ emissions reductions. Where
possible they should publicly signal their estimated demand for offsets through to 2030.

The
29 @ Food and Land Use
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The next 12 months on the run up to COP26 at Glasgow are key and the
following actions are required (2 of 2)

e Tropicalforest countries should:

a) Communicate clear plans and strategies around reaching zero deforestation and large-scale restoration activities to signal
near term supply of jurisdictional REDD+ emissions reductions.

b) Adopt the highest standards for independent accreditation and verification of forest emission reductions, for example, the
Architecture for REDD+ Transactions (ART).

c) Establish high-integrity investment frameworks and credible funding mechanisms to direct finance received by emission
reduction sales transparently and in line with international standards. Investment should benefit local and indigenous
communities who play critical roles in forest stewardship, and both enforce and incentivize forest protection and
restoration.

O Non-tropicalforest countries should:

a) Commit to paying a minimum carbon price of $10/t1CO,e for high quality post-2020 REDD+ emission reductions. Where
possible they should publicly signal their estimated demand for offsets into the future.

b) Provide Official Development Assistance (ODA) for lower income countries to develop policies, capacity, and
enforcement so they can reduce tropical deforestation, increase restoration, and also support investments to address
driv ers of deforestation.

c) Promote deforestation-free supply chains through demand-side measures, public procurement and market access.

6 Parties to the Paris Agreement, guided by the COP2é6 presidency

a) Supportand give a platform to the actions described abov e.

b) Encourage and support a codlition of ambitious countries and companies to launch 4-6 jurisdictional REDD+ deals at
COP26 to be implemented over the next five years by channelling at least $2.5 bilion of private sector finance towards
such deals, delivering at least 250 milion 1CO,e of mitigation.

c) Ensure that there are clear monitoring and reporting protocols that allow a transparent assessment of non-state actors’

contributionsto country Nationally Determined Contributions (NDCs). a0\ The
—/“~ Food and Land Use
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Approach for assessing corporate demand for emission compensation and nevtralisation
between now and 2050, based upon the current number of commitments (1,230)

Data and Inclusion Criteria Decarbonisation Scenarios
1. Inclusion criteria: only companies that have committed to a net-zero SCIENCE ) o
target* have beenincludedin the analysis. The rationale being that there BASED The Science Based Target inifiative's Absolute-Based
is a clear role for compensation and neutralisation in achieving net-zero. TARGETS Approach lays out the annual reduction rate
required to meet 1.5cC and Well-below 2°C targets.
2. Emissionsscopes: many corporatesare already and planning to offset DRIVING AMBITIOUS CORPORATE CLIMATE ACTION
Scope 3 emissions but to av oid double-counting of emissions and
ov erestimating demand, Scope 3 emissions are notincluded. The scenario chosen foreach corporate depends on what each has
committed to. For companies that hav e not set or committed to a science-
3. Datacoverage: emissions datais available for 266 companies committed based target, a well below 2°C scenario has been assumed.

to net-zero, responsible for 1.81 GtCO2e. Datais taken fromthe 2019 CDP

emission dataset as well as through manual data collection. 100%

80%
Key Assumptions ¢ s
= 60% 1.5 Degree Scenario
. . . . 5 3 0 Emissions by 2043
1. Future emissions trajectory: corporate emissions are calculated out to ﬁ 8 0% Ae) et =
2050 based upon Science Based Target decarbonisation scenarios. -
20%
2. Mitigation hierarchy: we assume that corporates follow a high integrity 0%
approach, prioritising emission abatement, follow ed by compensation 100% | n
and/or neutralising any remaining emissions at their set net-zero date. P
S 80% -
0 0 . m - -
3. Non-abatab[e emissions: the scenarios do not account for any non- e 8 - - TRl T e e
abatable emissions; we model 1.5°C and Well-Below 2°C pathw ays that z g 0 Emissions by 2059
reach zero emissions for all industries. 3 & 40% gy, /7"ue! Reduction Rate =2.5%
4. Estimations: where emissions datais not av ailable, emissions hav e been = 20% -
estimated using average emissions per unit of revenue for each sector or 0%
using a representative company profile. Itis assumed that companies & & &8 8 8 8 & @ 8 8B 3 ¢ 3 2 3 8 & 3 8 8 3
(a¥] (a1} (3] o o (3] (W] o o (a¥] (a1} (3] o o (3] (W] o o (a¥] (a1} o

with no publicly av ailable data are small.

The
Food and Land Use
Coalition

*We assess 1,230 companies that have set a net-zero target as of 6th December 2020. There is no single repository for net-zero commitments and the
32 tfotal number varies between sources. Our main source is the Race-to-Zero campaign, covering 1,101 corporate commitments. The others have
been gathered through online research.
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