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TPl Centre at a glance

An independent, rigorous
source of research and
data into the progress made
by corporate and sovereign
entities in the transition to a low-
carbon economy.

Detailed and transparent
methodologies to assess

entities and to monitor
fransition pathway trajectories
and neft zero target alignment.

Research areas and data offering

Open access tool
i.e., publicly available
and aligned with
existing reporting
frameworks.

Research partner of TPI,
a global asset owner-

led initiative supported by
asset managers and service
providers.

Projects Management Carbon CA100+ Banking Sovereigns
Quality gy rrs: Performance Disclosure ~
R e S ASCOR
Assessment 2,000 companies 515 companies 165 companies 70 countries
(2024) in 24 sectors in 11 sectors ,)
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Updates and Key Findings from This Year's Assessments

® 1,002 companies have been newly added to the TPl universe, taking the total number of listed
companies covered by TPI's Management Quality (MQ) framework to 2,000. This is the largest ever
expansion of the TPI company universe. Coverage now extends to 24 sectors, and the combined market
cap of the companies covered is $86 trillion*.

® Data for both the previous V4.0 framework and current V5.0 framework, previously launched as Beta in
2023, are available for all 2,000 companies on the TPl website. This report displays the results of company
scores using the V5.0 framework.

®* For the second consecutive year, the majority (55%) of companies covered by TPl are on MQ Level 3
(Integrating climate change into operational decision making). This reaffirms the insight that Level 3
functions as the new ‘par score’, characterising what may be considered normal for a company
regarding its governance of greenhouse gas emissions and management of risks and opportunities
arising from the low-carbon fransition.

® No more than 10% of companies score on any Level 5 indicator, and no company scores on all Level 5
indicators. This highlights the shortage of disclosure on the quantification of transition plans and
alignment of company climate ambitions and capital expenditure plans.

* Gi h
As of 10 October 2024 Q Transition Rescarch Institute
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MQ Overview

LSE



Management Quality Framework Overview

Level 0
Unaware

1. Acknowledges
climate change
as a significant
issue?

: Level 1
: Awareness

+ 2. Recognises

. climate change
: asarisk/
opportunity?

3. Policy
to act?

: Level 2
: Building
1 capacity

i Level 3

: Integrated into

: operational

: decision-making

H 6. Board

H responsibility?

H 7. Quantitative

H emissions targets?

H 8. Discloses any
H Scope 3 emissions?

: 9. Has operational
H emissions verified

H 10. Supports

: domestic and intl.
4 mitigation?

H 11. Has process to
H manage climate
H risks?

H 12. Discloses

H material Scope 3
H emissions?

i Level 4
: Strategic

: assessment

13. Sets long-term
emissions targets?

14. Incorporates
climate change
into exec.
remuneration?

15. Climate risks/
opportunities in
strategy?

16. Undertakes
climate scenario
planning?

17. Discloses an
internal price
of carbon?

18. Discloses
actions to
meet targets?

i Level 5

: Transition

i planning and

: implementation

19. Quantifies

ive assets?

22, Capex and
decarbonisation

goal alignment?

23, Climate policy
and trade
association
membership?

Note: See the TPI's Methodology V5.0 for the full list of Management Quality indicators.

Key Features

TPI's MQ framework is based
on a set of indicators, each
of which test whether a
company has implemented
a particular carbon
management practice.

These indicators are used to
mMmap companies on fo
different levels. Companies
must meet all indicators to
progress to the next level.

The underlying data are
provided by FTSE Russell, an
LSEG business.

FTSE
RUSSELL

An LSEG Business



https://www.transitionpathwayinitiative.org/publications/uploads/2023-methodology-report-management-quality-and-carbon-performance-version-5-0.pdf

Increase in TPl Company
Coverage
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Company Expansion

TPl has doubled the number of MQ
scores it displays and now covers
2,000 listed equities.

As coverage of companies in TPI's
core sectors* reaches saturation, a
sector-agnostic company
expansion, using market
capitalisation and Scope 1&2
emissions as selection criteria, has
led to a greater variety of
companies covered.

* Core sectors: Coal Mining, Electricity Utilities, Oil & Gas,

O&G Distribution, Airlines, Autos, Shipping, Aluminium,
Cement, Chemicals, Diversified Mining, Paper, Steel,
Food Producers

**14 companies are assessed in more than one sector, so
while TPI's MQ framework covers 2,000 companies, there

are 2,017 assessments

Cluster Sector New Companies Total Companies**
Electricity Utilities 27 149
Oil & Gas 12 93

BN Coal Mining 1 53
Qil & Gas Distribution 1 23
Airlines 0 39

Transport Autos ] 38
Shipping 2 33
Aluminium 0 31
Basic Materials 4] 42
Cement 9 71
Chemicals 37 136
Diversified Mining 0 31
Industrials 248 325
QOil & Gas (Other) 28 32
Paper 0 35
Steel 13 75
Consumer Goods 96 137
Consumer Services 116 163
Financials 145 161
Food Producers 24 81
Health Care 81 105
Technology 78 110
Telecommunications 27 39
Utilities 13 14
Total 1,002 2,017
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Non-Core Sector Industry Classification
Benchmark (ICB) Alignment

Consumer Goods
137

Consumer Goods (2023)

55[_

Other Industrials (2023)
112

Services (2023)

Basic Materials

41

Consumer Services

164

Financials

161

Healthcare
105

Not Researched (2023)
872

Industrials
324

Qil & Gas (Other)
32

— B Technology
110

Telecommunications
39

Utilities

14

To facilitate the increase
in the companies now
covered by TPI,
classification of non-core
sector companies has
been aligned with FTSE
ICB Sector allocation.

This reallocation has
primarily impacted
companies previously

classified as Consumer
Goods, Other Industrials,
and Services, along with
those covered for the first
time in 2024.




Headline Results
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2024 Results for the TPI Universe

®* The average MQ level of the new TPl universe is 3.0. This means that, on average, companies are in the
process of integrating climate change into operational decision making (Level 3) but are still well short of
strategic assessment (Level 4).

® Intotal, 22% of companies still score on Levels 0-2 meaning they have failed to undertake at least one
of the following: acknowledge climate change as an issue, have a climate change policy in place,
disclose Scope 1&2 emissions, or have some type of emissions reduction target.

®* Fewer than one in ten companies meet all the indicators necessary to reach Level 5, and fewer than one
in ten companies score against any of the Level 5 indicators which focus on quantification of transition
plan actions and alignment of capital expenditure with decarbonisation goals.

®* Average scoring across the four industrial clusters is very similar, though this disguises a high degree of
variation in the average MQ score of the different MQ sectors which make up these clusters (see
Appendix). Despite this, there is no clear relationship between either a sector’s current emissions profile
or how difficult it is fo decarbonise and its TPI MQ Level. For example, Oil & Gas and Diversified Mining
score well on average while Chemicals and Cement score poorly.
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2024 Results for the TPl Universe

Level 0 Level 1 Level 2 Level 3 Level 4 Level 5
Unaware Awareness Building capacity Integrating into Strategic Transition
operational assessment planning and

decision making implementation

170 companies: 8.5%

16 Transport

303 companies: 15%

44
1,101 companies: 55% 20 Ttransport Energy
50 Energy 71 Industry
46 Transport 122 1avsie 37 Consumer Goods
U .
189 companies: 9% 158 Energy 4 & Services
) 570 nd stry 111 consumer Goods
U -
& Services
. 4.0,
245 companies: 12% 397 Consumer Goods
& Services
9 companies: 0.5% 16 Transport
6 34 Energy
Industry
133 industry
3 Consumer Goods &
Services 62 Consumer Goods
& Services
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d

Level0 Levell Level2 Level3 Level4

W Previously assessed companies

= Newly added companies

L

Level 5

Company Expansion

The 2,000 companies covered this year are split equally
between new additions to the TPl universe and those which
were assessed in previous years. However, the average MQ
performance of these two groups is starkly different.

31% of newly added companies scored on Levels 0-2 as
opposed to just 13% of previously assessed companies.
Conversely, 16% of newly added companies reached levels
4-5 compared to 31% of previously assessed companies.

A regression analysis undertaken for Section 2.3 of the State of
the Transition Report 2024 found that size, region and sector
all matter for Management Quality. While the newly added
and previously assessed companies have similar numbers of
high market cap companies, almost all the companies from
high-performing sectors such as airlines and electric utilities
have been assessed in previous years, while the newly
selected group contains a higher concentration of
companies headquartered in China and Other Asia (38%, as
opposed to 24%) - a driver that has a negative impact on MQ
score, controlling for other variables.
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http://www.transitionpathwayinitiative.org/publications/uploads/2024-tpi-state-of-transition-report-2024.pdf
http://www.transitionpathwayinitiative.org/publications/uploads/2024-tpi-state-of-transition-report-2024.pdf

Indicator by Indicator

Approximately 90% of companies
acknowledge climate change,
recognise it as a relevant business risk
and/or opportunity, and have a policy
commitment to act (indicators 1-3 in
the framework).

Setting quantitative emissions targets is
commonplace. Approximately four in
five companies now have a
quantitative emissions target covering
at least one of Scopes 1, 2 or 3 (Q7),
and a similar share have a long-term
emissions target (target date more
than five years into the future) (Q13)

Companies continue to struggle on
indicators at the interface between
corporate and public policy (MQ10
and MQ23) and disclose little about
how they align capital expenditure with
climate goals (MQ20 and 21).

1. Acknowledge?

2. Recognises as risk/eppertunity?

3. Policy commitment to act?

4. Ernissions targets?

5. Disclosed Scope 182 emissions?

6. Board responsibility?

7. Quantitative emissions targets?

8. Disclosed any Scope 3 emissions?

9. Operational emissions verified?

10. Support domestic and intl. mitigation?

11. Process to manage elimate risks?

12. Materially impertant Scope 3 emissions?

13. Long-term emissions targets

14, Incorporated climate into exec, rem.?

15. Climate risks/opportunities in strategy?

16, Undertakes climate scenario planning?

17. Discloses an internal price of carbon?

18. Discleses actions to meet emissions targets?
19. Quantifies emissions reduction strategy?

20. Clarifies the role of offsets and/or NETs?

21. Phase out of capex in carbon-intensive assets?
22. Capex and decarbonisation goals alignment?

23, Clirmate change policy and trade association membership?
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Appendix
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Proportion of ‘Yes’ scores by sector and indicator

Sector

0il & Gas Distribution

[Telecommunications

Level 4

MQ15

MQ16

Level 5

MQ21 | MQ22

MQ23

61%

61%

22%

64%

77%

Basic Materials

Coal Mining

[TOTAL TPI UNIVERSE

Oil & Gas 38% 66%
Airlines 3.3 46% 51%
[Technology 3.2 62% | 65%
Diversified Mining 3.2 58% | 45% | 71% | 48% | 65%
Utilities 3.2 53% 67%
Electricity Utilities 3.2 48% | 60%
Financials 3.1 45% | 64%
Paper 3.1 51% 60%
IAutos 3.1 47% 63%
IAluminium 3.0 45% | 58%
Health Care 2.9 48% 51%
Food Producers 2.9 40% 44%
Shipping 2.9 38% | 50%
Industrials 2.9 47% 52%
IConsumer Services 2.9 79% 41% 51%
Consumer Goods 2.9 72% 51% | 53%
Oil & Gas (Other) 2.8 66% 22% 47%
Steel 2.8 73% 38% | 50%
Cement 2.7 72% 38% | 49%
Chemicals 72% 51% | 52%

63%

24%

44% | 20%

34%

38%

66% | 62%
79%

45%

56% | 30%
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Disclaimer

1.

Data and information published in this presentation and on the TPl website is
infended principally for investor use but, before any such use, you should read
the TPl Centre data use ferms and condifions fo ensure you are complying with
some basic requirements which are designed to safeguard the TPl and the TPI
Cenfre whilst allowing sensible and open use of TPI data. References in these
terms and conditions fo “data” or “information” shall include the Carbon
Performance data, the Management Quality indicators or scores, and all related
information.

By accessing the data and information published on this website, you
acknowledge that you understand and agree to these website terms and
conditions. In particular, please read paragraphs 4 and 5 below which details
certain data use restrictions.

The processed data and information provided by the TPl Centre can be used by
you in a variety of ways — such as to inform your investment research, your
corporate engagement and proxy-voting, to analyse your portfolios and publish
the outcomes to demonstrate to your stakeholders your delivery of climate
policy objectives and to support the TPI Centre in its initiative. However, you must
make your own decisions on how to use the TPI Centre's data as the TPl Centre
cannot guarantee the accuracy of any data made available, the data and
information on the website is not intended to constitute or form the basis of any
advice (investment, professional or otherwise), and the TPI Centre does not
accept any liability for any claim or loss arising from any use of, or reliance on,
the data or information. Furthermore, the TPl Centre does not impose any
obligations on supporting organisations to use TPI Centre data in any particular
way. It is for individual organisations to determine the most appropriate ways in
which the TPI Centre can be helpful to their internal processes.

Subject to paragraph 3 above, the Management Quality and the Carbon
Performance indicators that are part of the TPl online tool and available publicly
on the TPI Centre website are:

= Free, if they are used for internal and not for commercial purposes, including
forresearch, as one of the inputs to inform portfolio construction, for financial
decision-making including cases of lending and underwriting, for
engagement and client reporting, for use in proprietary models as part of
climate transition analysis and active investment management. underwriting,
for engagement and client reporting, for use in proprietary models as part of
climate transition analysis and active investment management.

= Restricted unless licensed where the use is for further commercial exploitation
through redistribution, derived data creation, analytics, and index or fund
creation (inclusive of where the index is used as the basis for the creation of a
financial product, or where TPl data is a key constituent of a fund'’s
construction).

= For the terms of use of the sources supporting the TPI Centre’s methodologies,
please refer to the individual sectoral Carbon Performance methodology
notes. To produce the TPl data, the Centre analysts may use CDP data as a
secondary input for verification purposes, in addition to companies’
published sources.

5. Notwithstanding any other provision of these website ferms and conditions, none

of the data or information on the website may be reproduced or made
available by you to any other person except that you may reproduce an
insubstantial amount of the data or information on the website for the uses
permitted above.

The data and information on the welbsite may not be used in any way other
than as permitted above. If you would like to use any such data or information in
a manner that is not permitted above, you will need the TPI Centre’s written
permission. In this regard, please email all inquiries to
info@transitionpathwayinitiative.org.
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https://www.transitionpathwayinitiative.org/use-of-the-centre-s-data

www.transitionpathwayinitiative.org

Contact:

General initiative inquiries: info@iransitionpathwayinitiative.org
Research-related inquiries: tpi@lse.ac.uk
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