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1. Introduction

As the fourth most energy-intensive industry, accounting for 5.6% of the industrial energy consumption in
2014 [1], the pulp & paper sector has an important role to play in global decarbonization efforts. In Europe,
the pulp & paper industry has already reduced the greenhouse gas (GHG) emissions intensity of paper and
board production by 44% per tonne of product since 1990 [2] and obtained significant energy efficiency
results. However, additional efforts are needed to be on track with the mitigation objectives of the Paris
Agreement.

Energy consumption from the sector is mostly concentrated in two steps of the industrial process, pulping and
paper drying [3]. The sector’s on-site emissions mainly come from fossil fuel-based energy combustion and
biofuel combustion for boilers, lime kilns, and dyers. In this regard, coal and natural gas reach respectively
19% and 15% of the final energy demand in 2019 according to the International Energy Agency (IEA), while
biofuels accounted for 42% [4]. One of the characteristics of this industry is indeed an easy access to biofuels
mainly thanks to by-products of the manufacturing processes (bark, black liquor, pulp rejects, sludges). Aside
from the direct CO, emissions generated at the pulp & paper mills, additional emissions are associated with
the off-site production of energy (i.e., heat, steam and electricity) that is purchased and transferred to the
mills.

The Net Zero Emissions by 2050 scenario [5] by the IEA underlines that while paper and board production is
expected to grow by around 1.5% per year until 2030, the sector must limit the increase in energy consumption
to 0.5% per year (through energy efficiency measures, etc.), transition towards low-carbon energy sources,
and increase the share of recovered fibres in total fibres to 60% by 2030 (compared to around 50% in 2015
according to WBCSD [6]). The improvement of energy efficiency, through on-site waste heat recovery and
co-generation for instance, and the implementation of energy management systems [7] [8] will be key for the
decarbonization of the sector. Furthermore, biofuels and alternative fuels will be essential to decarbonize the
industry by replacing emissions-intensive energy vectors such as coal (19% of the final energy demand in
2019) and natural gas (15%). Decarbonization of the electricity mix, on-site renewable electricity generation,
and heat pumps are other levers to reduce emissions linked with electricity and heat consumption. Finally,
increasing the share of recovered fibres generally leads to energy savings and can contribute to emissions
reductions compared to virgin fibre production processes provided that the energy consumption is low carbon,
which is not always the case today [3]. Japan, Europe and United States lead the way with respectively 80%,
70% and 70% recovery rates while Asia lags behind (50% on average, including Japan) [6].

Nonetheless, the sector's GHG emissions are not limited to direct emissions from manufacturing processes.
Upstream activities, such as forest harvesting, can lead to significant indirect emissions in case of land-use
changes (e.g., deforestation) and poor land-use management practices (e.g., forest degradation related to
intensive harvest or conversion of natural forests). It is estimated that the pulp & paper industry consumes
15% of the wood harvested globally [9]. According to the World Resources Institute (WRI), 100,000 ha have
been annually deforested during the period 2001-2015 due to wood fibre plantation activities [10]. Evidence
suggests that land-use impacts could be significant in particular in tropical regions and areas where peatlands
are converted into wood plantations [11]. Nevertheless, there is lack of data concerning land-use change and
land-use management, specifically related to the sector activity and at the company level. The current
roadmap developed by the Confederation of European Paper Industries (CEPI) for the sector’s
decarbonization in Europe [2] or other decarbonization trajectories for the pulp & paper industry acknowledge
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the importance of land use, land-use change and forestry (LULUCF) related emissions but do not consider
them quantitively in their scenario.

As a consequence, in order to provide the most comprehensive picture of the industry's challenges, this
methodology will assess, among other things, manufacturing process emissions in a quantitative manner and
qualitatively assess forest management practices/commitments/sourcing policies.

2. Principles

The selection of principles to be used for the methodology development and implementation is explained in
the general ACT Framework [12]. Table 1 recaps the principles that were applied when developing the
methodology.

TABLE 1 - PRINCIPLES FOR IMPLEMENTATION

RELEVANCE - Select the most relevant information (core business and stakeholders) to assess low-

carbon transition.

VERIFIABILITY - The data required for the assessment shall be verified or verifiable.

CONSERVATIVENESS - Whenever the use of assumptions is required, the assumption shall err on the

side of achieving a 2° maximum global warming.

CONSISTENCY - Whenever time series data is used, it should be comparable over time.

LONG-TERM ORIENTATION - Enables the evaluation of the long-term performance of a company

while simultaneously providing insights into short- and medium-term outcomes in alignment with the long-
term.

3. Scope

3.1. SCOPE OF THE DOCUMENT

This document presents the ACT assessment methodology for the pulp & paper sector. It includes
descriptions of the indicators alongside their calculation methods and rationale for the sector-specific aspects
of performance, narrative and trend scorings. It was developed in compliance with the ACT Guidelines for the
development of sectoral methodologies [13]. It is intended to be used in conjunction with the ACT Framework,
which describes the overarching philosophy of the ACT initiative and elements of the methodology that are
not sector specific.
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3.2.

3.2.1.

SCOPE OF THE PULP & PAPER SECTOR

PULP & PAPER SECTOR VALUE CHAIN

The pulp & paper sector value chain can be divided into 11 main economic activities:

*® & & & O O oo o

Forest tending and harvesting;

Woodchip production (wood sorting, debarking, and chipping), which is most often performed by
pulp mills, and sometimes by sawmills;

Non-fibrous material production (chemicals, additives, clays, starches, fuels, etc.) to be used for
the pulp production, paper and board manufacturing, and paper and board converting;

Pulp production;

Paper and board manufacturing;

Paper and board converting;

Paper and board waste collection;

Waste sorting;

Waste disposal / incineration (if not recycled);

Pulp production based on the collected and sorted wastepaper and board (recovered fibre pulp);
Transportation of materials between each stage.

The different phases of the value chain are presented in Figure 1 below. The figure also illustrates the specific

phases providing the inputs to the manufacturing process in the form of a) raw materials (fibrous and non-

fibrous material) and b) recovered material (paper and board for recycling) through waste collection and

sorting.

Forestry companies
I

Sawmills
i Pulp companies

Paper & board
manufacturers

Pulp companies Paper & board converters Waste collectors

’ Forest tending ‘ Woodchip Pulp production Paper & board Paper & board Use phase Waste
& harvesting production (virgin & recovered fiber) manufacturing converting P collection
=2 & —o 0 o= = =
> > > > s — ==
Transport Transport Transport Transport Transport
companies companies companies companies companies
‘“\ Packaging

Graphic

papers & carton-

board
Other
paper &
board

Non-fibrous
material production

D

Santtary
papers

Chemical and other raw material
producers (additives, starches, clays, efc.)

[

Pulp

production Other economic activities

Fuel providers Q @
Transport i
companies ’
Waste sorting Waste disposal /

Transpoitation economic activity

| Preparation of an input required for pulp
’ production, and/or paper & board manufacturing,
and/or paper & board converting

incineration

Waste sorting

plants Landfills & incinerators

FIGURE 1 - ECONOMIC ACTIVITIES AND RELATED PLAYERS ALONG THE PULP & PAPER VALUE CHAIN
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The paper and board converting activity is considered as the process that occurs after the paper/board large-
size reels have been produced. Thus, it is the step where the reels are cut to produce a final product (e.g., a
board box used as packaging). It encompasses the converting process of all the different grades of paper
and board (graphic papers, packaging, tissue, and others). The production of corrugated board, which is the
process of combining linerboard and fluting medium, is included in the converting activity.

3.2.2. SCOPE OF THE SECTOR

The scope of the sector defines the activities within the pulp & paper value chain that the company must
perform (at least one activity) to be assessed with the ACT Pulp & Paper Methodology.

Only core activities within the pulp & paper value chain with high direct emissions related to manufacturing
processes were included in the scope of the sector.

NACE codes / ISIC codes

The NACE codes enable a clear definition of the scope of the sector. Companies which have at least one
economic activity that is classified with one of the following NACE codes can be assessed with the ACT Pulp
& Paper Methodology:

¢ 17.11 Manufacture of pulp

¢ 17.12 Manufacture of paper and paperboard

*

17.21 Manufacture of corrugated paper and paperboard and of containers of paper and
paperboard

17.22 Manufacture of household and sanitary goods and of toilet requisites

17.23 Manufacture of paper stationery

17.24 Manufacture of wallpaper

* & o o

17.29 Manufacture of other articles of paper and paperboard.

The removal of ink and the manufacture of pulp from wastepaper is included in the pulp production activity
(NACE code 17.11). Therefore, it is included in the scope of the sector.

Companies performing activities that are within the pulp & paper value chain (with at least one activity in the
scope of the sector) and activities that are out of it can still be assessed with this ACT Pulp & Paper
Methodology. However, please note that the assessment will solely focus on the GHG emissions sources
within the boundaries of the ACT Pulp & Paper Methodology (see the following section) related to the activities
that are listed above.

Figure 2 displays the NACE codes, and their ISIC equivalents, defining the activities that are within the scope
of the sector. NACE Division 18 “Printing and reproduction of recorded media” is excluded from the scope of
the sector and is greyed out in the figure.
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0 Paper & board °
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Paper & board . 17.29 1709 pap
R T 17.12 1701 Manufacture of paper and paperboard and paperboard
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Manufacture of corrugated paper and 8.12 811+ e 0
17.21 1702 paperboard and of containers of paper kbt il T =
and paperboard °
Paper & board 18.13 1812* Pre-press and pre-media services
converting 0 °
" Manufacture of household and 18.14 1812* Binding and related services
17.22 1709 . g . : = g andreiated services
sanitary goods and of toilet requisites °
0 18.20 1820 Reproduction of recorded media
17.23 1709* Manufacture of paper stationery
Included in the Excluded from the * Part of the mentioned

18.11

scope of the sector ISIC Code

FIGURE 2 - NACE CODES AND THEIR ISIC EQUIVALENTS

Rationale for the exclusion of some activities in the value chain from the scope of the sector

Table 2 provides the list of all the activities in the value chain, together with an indication of whether they are

included or excluded from the scope of the sector, and the rationale for their exclusion.

TABLE 2 - OVERVIEW OF THE SCOPE OF THE SECTOR

ACTIVITY TYPE OF INCLUSION OR RATIONALE FOR EXCLUSION
COMPANY EXCLUSION
FROM THE
SCOPE OF THE
SECTOR
Companies Excluded No core activities within the pulp & paper sector
WASTE managing waste as they treat different types of waste.
collection
COLLECTION/
LANDFILLS AND Landfills / Excluded No core activities within the pulp & paper sector
INCINERATION incinerators as they treat different types of waste.
Forestry companies | Excluded No core activities within the pulp & paper sector
as a large part of their revenue comes from other
FIBROUS AND wood-based products. Moreover, the International
NON-FIBROUS Energy Agency does not include forestry activity
UPSTREAM INPUT in its scenario for the Pulp & Paper sector [14]. In
PRODUCTION a study conducted by ICF consulting [15] for the
European Commission in 2015 addressing the
pulp & paper sector, between other industries,
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ACTIVITY

TYPE OF
COMPANY

INCLUSION OR
EXCLUSION
FROM THE
SCOPE OF THE
SECTOR

RATIONALE FOR EXCLUSION

upstream forestry activity was not included in the
structure of the sector either.

Sawmills Excluded No core activities within the pulp & paper sector
as a large part of their revenue comes from other
products using wood.

Non-fibrous material | Excluded No core activities within the pulp & paper sector

producers as they sell their products to various sectors.
Also, they are covered by other ACT sectoral
methodologies (e.g., ACT Chemicals, ACT Oil &
Gas)

Waste sorting plants | Excluded No core activities within the pulp & paper sector
as they manage different types of waste.

Pulp companies Included

Paper and board Included

manufacturers

Converters of Included

paper and board

articles

Printing companies Excluded Low GHG manufacturing emissions. According to
a study by ICF Consulting for the European

MANUFACTURING Commission in 2015 [15], printing and

ACTIVITIES reproduction of recorded media account for 2-
10% of final energy demand in the pulp, paper &
print sector in the EU. In addition, the IEA low-
carbon scenario analysis in Energy Technology
Perspective 2017 [1] includes only the ISIC
Division 17 as it “makes up the majority of pulp,
paper & printing sector energy use”, thus
excluding ISIC Division 18 Printing and
reproduction of recorded media. As a result,
printing companies were excluded from the scope
of the sector.

Transport Excluded No core activities within the pulp & paper sector

TRANSPORT . . .
companies as they can work with companies from other
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ACTIVITY TYPE OF INCLUSION OR RATIONALE FOR EXCLUSION
COMPANY EXCLUSION
FROM THE

SCOPE OF THE
SECTOR

sectors. Also, transport companies can be
assessed with the ACT Transport Methodology.

Companies that can be assessed with the ACT Pulp & Paper Methodology

Figure 3 below presents the list of possible companies from the pulp & paper sector that can be assessed
with the ACT Pulp & Paper Methodology.

The ACT Pulp & Paper Methodology defines an integrated paper and board company as a company
performing the three following activities: pulp production, paper & board manufacturing, and paper & board
converting, and, in addition, operating at least another activity (e.g., forest tending and harvesting,
transportation, efc.) within the pulp & paper value chain.

A semi-integrated paper and board company is defined as a company performing the three following activities
only: pulp production, paper and board manufacturing, paper and board converting.

3 activities within the scope of the sector

Other . Paper & board Paper & board
o Pulp production ) .
activities manufacturing converting

N Packaging
) — — s & caron.

l;p - - pag board

g v Other
@ Spir::rsy paper &

board

Integrated paper & board companies

Companies performin activiies + pulp production + paper & board manufactuning

Companies performing o tivities + pulp

Companies performing other achvities + paper & board
manufaciuring + paper & board converling

Other activities + paper
& board converting
Semi integrated paper & board companies

Companies performing the activities pulp production and
paper & board manufacturing

Pulp companies

Other activities + paper &
board manufacturing

Companies performing the activities paper & board
manufacturing + paper & board converting

Paper & board
converters

FIGURE 3 - LIST OF POSSIBLE COMPANIES THAT CAN BE ASSESSED WITH THE ACT PULP & PAPER METHODOLOGY

Paper & board
manufacturers
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4. Boundaries

The boundaries are defined as the main GHG emissions sources along the pulp & paper value chain that are
included in the ACT Pulp & Paper Methodology.

QUANTITATIVE AND QUALITATIVE ASSESSMENTS

The strategy and actions implemented by the company to reduce its GHG emissions sources within the
boundaries are assessed either quantitatively or qualitatively in the performance score (see section 5.3). GHG
emissions are assessed quantitatively when a global quantitative low-carbon scenario exists and meets the
criteria of ACT (see section 2. Principles). Due to the current lack of low-carbon scenarios relevant to the pulp
& paper sector, some GHG emissions sources within the boundaries are not assessed quantitatively but
qualitatively using maturity matrices, with several levels of performance and their related criteria. This is for
instance the case with GHG emissions from land-use, land-use change and forestry for which a reporting
framework is being developed by the GHG Protocol [16] and a low-carbon scenario by the Science-Based
Targets initiative [17]. As these framework and scenario were not yet published at the time the methodology
was finalized (June 2022), a qualitative approach was chosen to evaluate the emissions performance of the
assessed company. Moreover, as the pulp & paper sector can play an important role in maintaining or
increasing carbon sinks through sustainable forest management practices, carbon dioxide removals are
assessed qualitatively through an indicator on sustainable forest management in the Indirect operations
module. Once published, the forthcoming guidance and scenario might enable a quantitative assessment of
these GHG emissions and carbon dioxide removals in a future update of the ACT Pulp & Paper Methodology.

4.1. GHG EMISSIONS SOURCES INCLUDED IN THE
BOUNDARIES

To cover relevant GHG emissions sources and to facilitate the data collection on the company’s side, the
ACT methodology focuses on the largest GHG emissions sources throughout the value chain. These are
included in the boundaries if the two following criteria are fulfilled:

¢ Significant GHG emissions (regarding the total emissions along the value chain);

¢ Atleast one activity within the scope of the sector has levers to reduce them.

More explanations on how the boundaries have been defined and how biogenic carbon storage in the final
product, avoided emissions and carbon dioxide removals are addressed in this methodology can be found in
Annex 1 — Clarification on boundaries.
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Rationale for the inclusion/exclusion of the GHG emissions sources in the boundaries
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ECONOMIC ACTIVITY

TABLE 3: RATIONALE FOR THE INCLUSION OF THE GHG EMISSIONS SOURCES IN THE BOUNDARIES

GHG EMISSIONS SOURCES

AND THEIR INCLUSION OR
EXCLUSION FROM THE
BOUNDARIES

ASSESSMENT METHOD
QUANT: Quantitative
QUAL: Qualitative

[PP X.X.]: related indicator in the first seven
modules

RATIONALE FOR INCLUSION/EXCLUSION

Forest tending and
harvesting (34% of value
chain GHG emissions and
land management carbon
impacts for virgin fibres)

Land-use changes and
modifications

(Included)

QUAL [PP 4.2.]
QUAL [PP 4.3]

Activities within the scope of the sector have means to reduce
the carbon impact due to land-use changes and modifications
and even increase carbon sinks through their sourcing policies.
The aims are to prevent deforestation, land degradation and
conversion of sensitive landscape (peatland drying natural
forests, etc.) into fibre plantations.

Scope 1 emissions (fossil fuel
combustion) for forestry
machinery (Included)

QUANT [PP 1.2]
QUAL [PP 4.2]

Climate positive practices in management operations is one of
the criteria that forestry companies must fulfil to get FSC and
PEFC certifications that can be required by activities within the
scope of the sector.

Fertilizer spreading (Included)

QUANT [PP 1.2]
QUAL [PP 4.2.]

Limitations on fertilizer spreading is one of the criteria that
forestry companies must fulfil to get FSC and PEFC
certifications that can be required by activities within the scope
of the sector.

Transport of harvested wood

(Included when it is inbound or
internal transportation)

QUAL [PP 4.4]

Included when it is inbound or internal transportation (see
transportation category below).




ECONOMIC ACTIVITY

GHG EMISSIONS SOURCES
AND THEIR INCLUSION OR
EXCLUSION FROM THE
BOUNDARIES

ASSESSMENT METHOD
QUANT: Quantitative
QUAL: Qualitative

[PP X.X.]: related indicator in the first seven
modules

RATIONALE FOR INCLUSION/EXCLUSION

Woodchip production (9%
of value chain GHG
emissions and land
management carbon
impacts for virgin fibre) [18]

Scope 1 and 2 emissions from
woodchip production

(Included)

QUANT (when performed by the
company — included in the scope 1
and 2 of the pulp production activity)
[PP 1.1]; [PP 2.1]; [PP 2.2] ; [PP
2.4];[PP 4.1]

QUANT (when outsourced) [PP 1.2]

QUAL (when totally or partially
outsourced) [PP 6.1] ; [PP 6.2]

When this activity is not managed by the company assessed
with the ACT Pulp & Paper Methodology (the activity is often
performed at the pulp mill), the company can influence the
related GHG emissions through its sourcing strategy.

Non-fibrous material
production (2-3% of value
chain emissions for virgin and

Scope 1 and 2 emissions from
non-fibrous material production
(except fossil fuel extraction)
(Included)

QUANT [PP 1.2]
QUAL [PP 6.1] ; [PP 6.2]

Activities within the scope of the sector can influence these GHG
emissions through their procurement policies.

1 Woodchip production is responsible for around 9% of GHG emissions along the virgin fibre value chain according to the studies. As this activity can performed by pulp mills, the 9%

share includes GHG emissions from pulp mills, and from sawmills (when outsourced)
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ECONOMIC ACTIVITY

GHG EMISSIONS SOURCES
AND THEIR INCLUSION OR

EXCLUSION FROM THE
BOUNDARIES

ASSESSMENT METHOD
QUANT: Quantitative
QUAL: Qualitative

[PP X.X.]: related indicator in the first seven
modules

RATIONALE FOR INCLUSION/EXCLUSION

recovered fibre, excluding fuel
production) [18]

Scope 1 and 2 emissions from
fossil fuel extraction (Excluded)

N/A

As the fuel extraction is far upstream in the value chain, and
activities within the scope of the sector do not have any control
over this activity, scope 1 and 2 emissions related to extraction
of fossil fuels are not included in the boundaries.

Pulp production

Paper and board
manufacturing

(34% of 2value chain GHG
emissions and land
management carbon
impacts of virgin fibre, and
around 60% of GHG

Scope 1 emissions (fossil fuel
combustion) (Included)

QUANT [PP 1.1] ; [PP 1.2] ; [PP
2.1]; [PP 2.2]; [PP 2.4] ; [PP 2.5] ;
[PP 4.1]; [PP 6.1]; [PP 6.2] ; [PP
7.1]; PP 7.2]

Companies performing one or both of these two activities can
reduce their scope 1 and 2 emissions through energy efficiency,
electrification of the processes and decarbonization of the
electricity they use, or where electrification is not possible
through the use of low-carbon and well-sourced biofuels.

Biomass combustion (only the
sustainable sourcing of the
biomass is assessed) (Included)

QUAL [PP 4.3]

2 As the woodchip production is most often performed at the pulp mill, a share of the 9% of GHG emissions and land management carbon impacts along the virgin fibre value chain could

be allocated to the pulp production stage

Pulp & Paper methodology | ACT Initiative | Methodology document | page 17



ECONOMIC ACTIVITY

GHG EMISSIONS SOURCES
AND THEIR INCLUSION OR
EXCLUSION FROM THE
BOUNDARIES

ASSESSMENT METHOD
QUANT: Quantitative
QUAL: Qualitative

[PP X.X.]: related indicator in the first seven
modules

RATIONALE FOR INCLUSION/EXCLUSION

emissions along the value
chain of recovered fibre)

Scope 2 emissions (purchased
electricity, heat, and steam)
(Included)

QUANT [PP 1.1] ; [PP 1.2] ; [PP
2.1];[PP 2.2]; [PP 2.4] ; [PP 2.5] ;
[PP 4.1]; [PP 6.1]; [PP 6.2] ; [PP
7.1]; PP 7.2]

Paper and board converting
(10% of value chain GHG
emissions and land
management carbon
impacts of virgin fibre, and
around 18% of GHG
emissions along the value
chain of recovered fibre) [19]
[19]

Scope 1 emissions (fossil fuel
combustion) (Included)

QUANT [PP 1.1] ; [PP 1.2] ; [PP 2.1]
;[PP 2.2] ; [PP 2.4] ; [PP 2.5] ; [PP
7.11;[PP 7.2]

Biomass combustion (only the
sustainable sourcing of the
biomass is assessed) (Included)

QUAL [PP 4.3]

Scope 2 emissions (purchased
electricity, heat, and steam)
(Included)

QUANT [PP 1.1] ; [PP 1.2] ; [PP 2.1]
:[PP 2.2] ; [PP 2.4] ; [PP 2.5] ; [PP
7.11;[PP 7.2]

Paper and board converters, and other integrated or semi-
integrated companies which perform this activity can diminish
their scope 1 and 2 emissions through energy efficiency,
electrification of the processes and decarbonization of the
electricity they use, or where electrification is not possible
through the use of low-carbon and well-sourced biofuels.

Waste collection Transportation of waste N/A
(Excluded)
Waste sorting Scope 1 and 2 emissions related | N/A

to the sorting processes
(Excluded)

These two activities only account for around 1% of GHG
emissions along the value chain of virgin fibre and recovered
fibres. In addition, companies with activities within the scope of
the sector have little control over them.
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ECONOMIC ACTIVITY

GHG EMISSIONS SOURCES
AND THEIR INCLUSION OR
EXCLUSION FROM THE
BOUNDARIES

ASSESSMENT METHOD
QUANT: Quantitative
QUAL: Qualitative

[PP X.X.]: related indicator in the first seven
modules

RATIONALE FOR INCLUSION/EXCLUSION

Waste disposal / incineration
[20] [21]

Scope 1 and 2 emissions related
to the processes (Excluded)

Degradation of the organic
material by microorganisms in an
aerobic (CO, release) or anoxic
environment (CHa4 release)
(Excluded)

N/A

Even if studies show that on average, this activity constitutes 6-
12% of GHG emissions along the value chain of virgin fibres and
recovered fibres, the estimates for these emissions are
inherently uncertain. As raised by CEPI [22], the use of landfills
for waste management varies considerably from one region to
another. Estimates for CH4 emissions from landfills are greatly
influenced by several parameters that also vary considerably
from one region to another — in particular the use of cover
systems to collect and use as fuel or destroy CH4, and also
degradation rates.

In addition, activities within the scope of the sector have minimal
control over, or special knowledge of when and where a product
will be discarded.

Transportation

(around 2% to 3% of the GHG
emissions along the value
chain of virgin and recovered
fibre.
downstream

Upstream and
transportation
together represent from 7% to
16% of the scope 1, 2 and 3 for
certain players (UPM [23],

Mondi [24], Sappi [25]).

Transportation of materials
(Included)

QUAL [PP 4.4]

Activities within the scope of the sector can influence these GHG
emissions either directly when the activity is performed internally,
or indirectly through their sourcing policies and partnerships with
transportation companies.

Only the strategy and implemented actions on inbound and
outbound transportation (including internal transportation -
transportation of material from another mill owned by the same
company) will be evaluated through a specific indicator in the
Indirect operations module (Module 4).
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5. Construction of
the data
infrastructure

5.1. DATA SOURCES

In order to carry out the assessment, different data sources need to be gathered. Principally, ACT relies on
the voluntary provision of data by the assessed companies. The data provided by the companies may be of
different types. External data sources are consulted when they can offer additional value for checking,
validation and preparation of the assessment narrative, and for assessments based on publicly available data.
External data sources can also help harmonizing the data collection process.

The ACT assessment uses the following data sources:

TABLE 4 - ACT ASSESSMENT DATA SOURCES

DATA SOURCE MAIN USE

Company data from questionnaire (data | Data source for calculating indicators

request)

Company data from public reports (e.g., | Data source for calculating indicators
sustainability/CSR reports)

Company data from models and | Data source for calculating indicators
simulations

Company data from life cycle assessment | Data source for calculating indicators

Company data from econometric data Data source for calculating indicators

Contextual and financial information | Contextual and financial information on company and
database sources (e.g., online and press | events related to the company that could impact the ACT
news, RepRisk) assessment

CDP climate change questionnaire Data regarding company emissions, targets, management,
business model, etc.

Where indicators use third-party data sources as the default option, the assessed companies may provide
their own data if they can give a justification for doing so.



5.2. COMPANY DATA REQUEST

The data request will be presented to companies in an Excel questionnaire.

The CDP climate change questionnaire can be a source of information for data collection. The Excel
questionnaire will highlight correspondence between requested data in the ACT Pulp & Paper Methodology
and the 2021 version of the CDP questionnaire. All data are collected by the analyst or the company.
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5.3. MODULES AND INDICATORS OF THE PERFORMANCE SCORE

5.3.1. MODULES AND INDICATORS

Table 5 illustrates the modules and indicators used to calculate the performance score.

PAST PRESENT

FUTURE

PP 1.1 Alignment of scope 1 and 2 emissions reduction targets

PP 2.4 Locked-in direct emissions

1. TARGETS PP 1.4 Achievement of past and current targets PP 1.2 Alignment of scope 3 emissions reduction targets
PP 1.3 Time horizon of targets
PP 2.1 Past performance PP 2.2 Trend in future emissions intensity
2. DIRECT PP 2.3 Share of low-carbon CAPEX
OPERATIONS

PP 2.5 Transition towards low-carbon energy

INVESTMENT

3. INTANGIBLE
INVESTMENTS

PP 3.1 R&D in low-carbon technologies and low-carbon products

PP 4.1 Trend in past products specific performance

4. INDIRECT

PP 4.2 Share of recovered fibres and virgin
fibres certified from sustainably managed
forests in the sold material
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PP 5.2 Climate change oversight capability

OPERATIONS
PP 4.3 Action on deforestation and sustainable wood procurement
PP 4.4 Inbound and outbound transportation emissions performance
5 PP 5.1 Oversight of climate change issues PP 5.3 Low-carbon transition plan
GOVER;IANCE

PP. 5.5 Climate change scenario testing
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PP 5.4 Climate change management
incentives

PP 6.1 Activities to influence suppliers to

6. SUPPLIERS reduce their GHG emissions

PP 6.2 Strategy to influence suppliers to reduce their GHG emissions

PP 7.2 Activities to influence clients to

7. CLIENTS reduce their GHG emissions PP 7.1 Strategy to influence clients to reduce their GHG emissions

PP 8.1 Company policy on engagement with

associations, alliances, coalitions or
thinktanks

PP 8.2 Associations, alliances, coalitions and

8. POLICY thinktanks s'upport.eq'do not hayg climate-
negative activities or positions
ENGAGEMENT

PP 8.3 Position on significant climate policies

PP 8.4 Collaboration with local public authorities

PP 9.1 Business models and new business activities supporting low-carbon processes
9. BUSINESS

MODEL

PP 9.2 Business models and new business activities supporting the development of new innovative low-carbon products

TABLE 5 - OVERVIEW OF THE PERFORMANCE MODULES AND INDICATORS

Note that some of the indicators above are divided into sub-dimensions to address specific topics related to the indicators. All the dimensions are evaluated individually. To
obtain the final indicator score, a weighted average of the individual dimension scores using their weighting is calculated.
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5.3.2. THE FRAMEWORK USED TO ATTRIBUTE AN INDICATOR SCORE TO THE
COMPANY

The following section describes how the qualitative and quantitative assessments are done to calculate the
indicator score.

Maturity matrix (qualitative assessments)

The qualitative indicators are scored using a maturity matrix. The maturity matrix contains five levels of
evaluation that are associated with scores. Some maturity matrices contain five levels while other ones only
use three or four levels (e.g., Basic, Standard, Advanced, Low-carbon aligned) when it is not relevant to have
five levels.

Evaluation Low-carbon
aligned

level Basic Standard Advanced Next practice

Score

Benchmark (quantitative assessments)

Quantitative indicators compare the company quantitative data against a quantitative benchmark derived from
the sectoral decarbonization scenario elaborated by IEA [14]. For more information, see section 6.1.
dedicated to this topic.

These benchmarks use a unit in tCO2 / metric tonne of material.

Based on the information provided by the company (CO, emissions and volumes of material
production/consumption), the methodology calculates the company’s scope 1 and 2 CO, emissions intensity
related to manufacturing processes of activities within the scope of the sector. When the company has a
scope 1, 2 and 3 emissions intensity target that cannot be easily disaggregated, the methodology calculates
its scope 1, 2 and 3 CO, emissions intensity related to manufacturing processes of activities within the scope
of the sector. The following sections provide an overview how the calculations are performed. For more
details, see 11.3.

Calculation of scope 1 and 2 CO, emissions intensity related to manufacturing processes of activities within
the scope of the sector (for PP 1.1., PP 2.1, PP 2.2, PP 2.4)

SCy,Pulp(n) + SCy,Paper&Board(n) + SC,,Conv(n)
VPulpPro(n) + VP&BPro(n) + VP&BCons(n)

Scope 1 & 2 CO2 emissions intensity in year n =

SC;2 means the scope 1 and 2 CO; manufacturing processes emissions of the related activity
VPulpPro refers to the volume of production of pulp (in metric tonne)

VP&BPro refers to the volume of production of paper and board (in metric tonne)
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VP&BCons refers to the volume of consumption of paper and board by the converting activity (in metric tonne)

Calculation of scope 3 upstream and downstream CO, emissions related to manufacturing processes of
activities within the scope of the sector

Scope 3 upstream and downstream CO, emissions related to manufacturing processes correspond to the
scope 1 and 2 CO; emissions related to manufacturing processes of the players within the company’s value
chain performing the activity or activities that the assessed company does not perform or partially performs
(e.g., produce and purchase pulp) among the three activities within the scope of the sector: pulp production,

paper and board manufacturing, paper and board converting.

Calculation of scope 1, 2 and 3 upstream and downstream CO, emissions intensity related to manufacturing
processes of activities within the scope of the sector

The same calculation as the one for scope 1 and 2 emissions intensity is used, adding the scope 3 upstream
and downstream CO; emissions in the numerator, and in the denominator, all the upstream and downstream
volumes of material production and paper and board consumption (depending on the activity the company
performs: pulp, paper and board purchases, pulp production to produce the purchased paper and board,
paper and board production with the sold pulp, paper and board consumption for the converting activity with
the paper and board produced with the sold pulp, paper and board consumption of the client converters —
thus volume of paper and board production a second time).
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MODULE 1: TARGETS (WEIGHTING: 15%)

PP 1.1 ALIGNMENT OF SCOPE 1 AND 2 EMISSIONS REDUCTION TARGETS (WEIGHTING: 3-7%)

DESCRIPTION &
REQUIREMENTS

PP 1.1 ALIGNMENT OF SCOPE 1 AND 2 EMISSIONS REDUCTION TARGETS

SHORT DESCRIPTION
OF THE INDICATOR

A measure of the alignment of the company’s scope 1 and 2 emissions reduction targets with its company benchmark. The indicator will
compare the trend of the company’s targeted pathway to the trend of the company benchmark and thus identify the gap between both
pathways at the target year, which is expressed as the company’s commitment gap.

DATA REQUIREMENTS

The relevant data for this indicator are:

¢ At base year:
o Activities within the scope of the sector covered by the target
o Scope 1 and 2 CO; gross emissions related to the manufacturing processes of the activities within the scope of the sector
the company performs and that are covered by the targets (in tCO,)
o  Weight of the produced material (pulp, paper and board) and the consumed paper and board (for the paper and board
converting activity) of the activities covered by the target
o Ifthe company has a scope 1, 2 and 3 emissions reduction target that cannot be disaggregated easily into two targets
(scope 1 and 2, and scope 3), in addition to the information above:
= Scope 3 gross emissions covered by the target (in tCO,) if possible refined to the scope 3 upstream and
downstream emissions related to manufacturing processes (see section 5.3.2. for information on emissions
included in it)

=  Purchased material (pulp, paper and board) and the sold material (pulp and/or paper and board) (in metric tonnes
of material)

¢ Attarget year:
o Target year
o Planned absolute scope 1 and 2 CO; gross emissions related to the manufacturing processes of the activities within the
scope of the sector the company performs and that are covered by the targets (in tCO>)
o Forecasted weight of the produced material (pulp, paper and board) and the consumed paper and board (for the paper
and board converting activity) of the activities covered by the target (in metric tonnes of material)




o If the company has a scope 1, 2 and 3 emissions reduction target that cannot be disaggregated easily into two targets
(scope 1 and 2, and scope 3), in addition to the information above:
= Planned scope 3 emissions covered by the target (in tCO,) if possible refined to the scope 3 upstream and
downstream emissions related to manufacturing processes (see section 5.3.2for information on emissions included
in it)
=  Purchased material (pulp, paper and board) and sold material (pulp and/or paper and board) (in metric tonne of
material)

The furthest target in time must be indicated. Only a gross emissions reduction target is accepted. In the case of a net-zero emissions target,
the estimated gross emissions (before offsets are used) at the target year are required. If the company is not able to estimate this figure,
then the company must provide the furthest target in time in gross emissions. If the company includes emissions from activities other than
the ones in the scope of the sector, it must do the maximum to refine it in order to cover the three activities within the scope of sector only to
stick to the emissions boundaries of the company benchmark.

If the company has a scope 1, 2 and 3 emissions reduction target that can be easily disaggregated between scope 1 and 2 and scope 3, the
company shall do this disaggregation and use its new scope 1 and 2 target for this indicator, and its new scope 3 target for the indicator PP
1.2. If the company cannot easily disaggregate it into two targets, the company must do its maximum to refine the target to limit it to the three
activities within the scope of sector only.

If the company has one scope 1 and 2 emissions reduction target per activity, the company must consolidate it to create a unique target by
summing at reporting year and target year the scope 1 and 2 CO, emissions of the activities covered by the targets.

Energy consumption targets, or any other type of target should be converted in a GHG emissions target. Otherwise, they are not accepted
for the assessment.

CDP climate change questionnaire 2021 mapping to this indicator:

¢ C4.1a (absolute target)
¢ C4.1b (intensity target)

External sources of data used for the analysis of this indicator are:
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¢ |EA ETP 2017 [1] — background sector scenario adapted for the methodology (disaggregated by activity). Please refer to sections
6.1.3 and 6.1.4 for a detailed explanation of how the activity and company benchmark are calculated.

HOW THE ASSESSMENT
WILL BE DONE The analysis has two dimensions.

+ Dimension 1 assesses the alignment of the company’s near-term targets. Any target where the target year < reporting year + 10 can
be included in this dimension.

¢ Dimension 2 assesses the alignment of a company’s long-term targets. Any target for which the target year > reporting year + 10
can be included in this dimension.

¢ The scoring rationale and calculation are the same for both dimensions.

The analysis is based on a trend ratio between the company’s emissions reduction target (Ts1z) and the company’s benchmark (CBsi2). The
company benchmark covers the same activity or activities as those covered by the company’s target. Trends are calculated between base
year and the longest time horizon of the target.

The company’s target (Ts12) is the decarbonization over time, defined by the company’s emissions reduction target. To calculate it, a line is
drawn between the starting point of the analysis (i.e., base year) and the company’s target endpoint.

The company benchmark (CBsiz) pathway is the ‘company specific decarbonization pathway’. See section 6.1 for details on the calculation
of this pathway.

The company achieves the maximum score if the company’s target pathway and the company benchmark pathway are aligned (commitment
gap = 0) and if the target covers more than 95% of the scope 1 and 2 emissions of the activities within the scope of the sector that the
company performs.

CALCULATION OF THE SCORE
1) Trend ratio

The score is calculated by dividing the company’s emissions intensity reduction trend by the specific benchmark emissions intensity reduction
trend between the base year and the target year through the trend ratio.

Company's target trend (Tg;;)  Elc(Yr) — Elc(Yp)
Benchmark pathway trend (CB,,) ~ Elz(Yy) — Elz(Yp)

Trend ratio =
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where El¢(Y7) is the company’s CO, emissions intensity at target year, Elc (Yg) is the company’s CO, emissions intensity at base year,
Elg(Y7) is the company benchmark CO, emissions intensity at target year and Els(Y5) is the company benchmark CO, emissions intensity
at base year.

The commitment gap of the company is equal to (1 — trend ratio). Thus, when the company’s target pathway is aligned with the company
benchmark, the trend ratio is equal to 1 and the commitment gap is O (see Figure 5).

Emissions » . Company’s commitment trend
intensity

Seer?::ilﬁlark 3 Commitment gap
.
BY v 2050
(base year) (target year)

FIGURE 5 - TREND RATIO AND COMMITMENT GAP

2) Final score

The final score assigned to the indicator is calculated as follows:

Conditions Score

Company's target trend > 0 0%

Increase in company emissions intensity

Company's target trend < 0 Trend ratio X 100%
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0 < trend ratio <1

Decrease in company emissions intensity but company’s commitment
does not go beyond the company benchmark ambition

Company's target trend < 0 and El.(Yz) = El;(2050) 100%
trend ratio > 1

Decrease in company emissions intensity and company’s
commitment equals or exceeds the company benchmark ambition

Company's target trend < 0 and EI.(Yz) < EI5(2050) 100%

No increase in company emissions intensity and company’s
emissions intensity is already below the company benchmark
ambition for 2050

Targets that do not cover > 95% of scope 1 and 2 CO; emissions are not preferred in the calculations. If only such targets are available, then
the score will be adjusted downwards in proportion with % coverage. If the target coverage of total company emissions at base year
represents less than 95%, the final score is equal to:
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Final Score = Score X Target coverage of total company emissions

Figure 6 graphically illustrates emissions covered by the targets:

All GHG emissions from the company

GHG emissions assessed by ACT

GHG emissions covered by the
company'’s targets

FIGURE 6 - ILLUSTRATION OF EMISSIONS COVERED BY TARGETS THAT ARE CONSIDERED FOR CALCULATION

If part of the emissions included in the company’s targets are excluded from the ACT boundaries:
o Ifthese emissions represent less than 10% of the total emissions accounted for in the targets, the calculation is done without

any modification.
o Ifthese emissions represent 10% or more of the emissions of the targets, they are removed to calculate the indicator.

Companies which do not have a future scope 1 and 2 target obtain 0% on this indicator.

If the company has a scope 1, 2 and 3 emissions reduction target that cannot be easily disaggregated between scope 1 and 2 and scope 3,

then the weighting of this indicator becomes 10% and the company is not assessed on the indicator PP 1.2.

AGGREGATE SCORE: DIMENSION 1: 50%, DIMENSION 2: 50%

RATIONALE PP 1.1 ALIGNMENT OF SCOPE 1 AND 2 EMISSIONS REDUCTION TARGETS
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RATIONALE OF THE RELEVANCE OF THE INDICATOR:

INDICATOR
Scope 1 and 2 CO; emissions reduction targets are included in this ACT methodology for the following reasons:

¢ Targets are an indicator of corporate commitment to reduce emissions and are a meaningful metric of the company’s internal
planning towards low-carbon transition.

¢ Targets are one of the few metrics that can predict a company’s long-term plan beyond what can be projected in the short-term,
satisfying ACT'’s need for indicators that can provide information over the long-term.

SCORING RATIONALE:

Targets are quantitatively interpreted and directly compared to a low-carbon benchmark built from the company’s current level of emissions
at base year and converging toward the 2050 value of the activity benchmark relevant for this source.

Comparing the trends gives a direct measure of the commitment gap of the company. It was chosen for its relative simplicity in interpretation
and powerful message.

e PP 1.2 ALIGNMENT OF SCOPE 3 EMISSIONS REDUCTION TARGETS (WEIGHTING: 3-7%)

DESCRIPTION & PP 1.2 ALIGNMENT OF SCOPE 3 EMISSIONS REDUCTION TARGETS
REQUIREMENTS

SHORT DESCRIPTION A measure of the alignment of the company’s scope 3 emissions reduction target with its company benchmark. The indicator will compare

OF THE INDICATOR the trend of the company’s targeted pathway to the trend of the company benchmark and thus identify the gap between both pathways at

the target year, which is expressed as the company’s commitment gap.

DATA REQUIREMENTS The relevant data for this indicator are:

¢ At base year:
o Scope 3 gross emissions in the emissions boundaries of the target (in tCO,)

¢ Attarget year:
o Target year
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o Planned scope 3 gross emissions in the emissions boundaries of the target (in tCO5)

o Coverage of the target as a percentage of the company’s total scope 3 emissions

o GHG Protocol scope 3 categories covered by the emissions included in the company’s target

o Information on the inclusion or not of upstream and/or downstream emissions related to pulp & paper/board
purchases/sales in the scope 3 emissions covered by the target

The furthest target in time must be indicated. Only a gross absolute emissions reduction target is accepted. In the case of a net-zero
emissions target, the estimated gross emissions (before offsets are used) at the target year are required. If the company is not able to
estimate this figure, then the company must provide the furthest target in time in gross emissions.

The scope 3 emissions that are provided should be the scope 3 emissions of the activities within the scope of the sector performed by the
assessed company. It shall be noted that some of the sources of emissions assessed with this indicator may be outside of the boundaries
of the ACT Pulp & Paper Methodology. Having said that, as shown in Annex 1, these emissions should not represent a high share of the
scopes 3 emissions of the activities within the scope of the sector.

If the company has a qualitative target for its scope 3 emissions (e.g., committing that all its suppliers set a science-based target), it is not
accepted for this indicator but can be used for other modules (Module 6 on suppliers, or Module 7 on clients).

If the company has an intensity target (e.g., in tCO2e / k€ revenue), it shall multiply this ratio by the planned denominator at target year to
obtain the forecasted absolute scope 3 emissions at target year (e.g., forecasted revenue at target year in the example).
CDP climate change questionnaire 2021 mapping to this indicator:

¢ C4.1a (absolute target)
¢ C4.1b (intensity target)

External sources of data used for the analysis of this indicator are:

¢ Absolute Contraction Approach scenario developed by SBTi — please refer to section 6.1.4 for a detailed explanation of how the
company benchmark is calculated

HOW THE ASSESSMENT
WILL BE DONE The analysis has two dimensions.
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¢ Dimension 1 assesses the alignment of the company’s near-term targets. Any target where the target year < reporting year + 10
can be included in this dimension.

+ Dimension 2 assesses the alignment of a company’s long-term targets. Any target for which the target year > reporting year + 10
can be included in this dimension.

¢ The scoring rationale and calculation are the same for both dimensions.

The analysis is based on a trend ratio between the company’s CO; emissions reduction target (T's12) and the company’s benchmark (CBsiz).
Trends are calculated between base year and the longest time horizon of the target.

The company’s target (Tsi2) is the decarbonization over time, defined by the company’s CO, emissions reduction target. To calculate it, a

line is drawn between the starting point of the analysis (i.e., base year) and the company’s target endpoint.

The company benchmark (CBsi2) pathway is the ‘company specific decarbonization pathway’. See section 6.1 for details on the calculation
of this pathway.

The company achieves the maximum score if the company’s target pathway and the company benchmark pathway are aligned (commitment
gap = 0) and if the target covers more than 67% of the company’s scope 3 emissions. This aligns with SBTi’s requirements [26] on scope
3 targets (the target must cover more than 2/3 of the scope 3 emissions to be validated).

CALCULATION OF THE SCORE
3) Trend ratio

The score is calculated by dividing the company’s scope 3 reduction engagement by the specific benchmark emissions reduction between
the base year and the target year through the trend ratio.

Company's target trend (Ts;;)  AEc(Yp) — AEc(Yp)
Benchmark pathway trend (CB,,) ~ AEz(Yy) — AE(Yg)

Trend ratio =

where AEc(Yt) is the company CO.e absolute emissions at target year, AEc (Yb) is the company CO.e absolute emissions at base year,
AEDb(Yt) is the company benchmark CO.e absolute emissions at target year and AEb(Yb) is the company benchmark CO.e absolute
emissions at base year.

The commitment gap of the company is equal to (1- trend ratio). Thus, when the company’s target pathway is aligned on the company
benchmark, the trend ratio is equal to 1 and the commitment gap is O (see Figure 5).
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4) Final score

The final score assigned to the indicator is calculated as follows:
Conditions

Company's target trend > 0

Increase in company emissions

Score

0%

Company's target trend < 0

0 < trendratio <1

Decrease in company emissions but company’s commitment does
not go beyond the company benchmark ambition

Trend ratio X 100%

trend ratio > 1

Company's target trend < 0 and AE.(Yz) = AEz(2050) 100%

Decrease in company emissions and company’s commitment equals
or exceeds the company benchmark ambition

Company's target trend < 0 and AE.(Yy) < AE;(2050) 100%

No increase in company emissions and company’s emissions is
already below the company benchmark ambition for 2050

Companies which do not have future scope 3 target obtain 0% on this indicator

AGGREGATE SCORE: DIMENSION 1: 50%, DIMENSION 2: 50%

RATIONALE

PP 1.2 ALIGNMENT OF THE SCOPE 3 EMISSIONS REDUCTION TARGET
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RATIONALE OF THE RELEVANCE OF THE INDICATOR:

INDICATOR

Scope 3 emissions reduction targets are included in this ACT methodology for the following reasons:

¢ Targets are an indicator of corporate commitment to reduce emissions and are a meaningful metric of the company’s internal

planning towards low-carbon transition.

¢ Targets are one of the few metrics that can predict a company’s long-term plan beyond what can be projected in the short-term,

satisfying ACT'’s need for indicators that can provide information over the long-term.

SCORING RATIONALE:

Targets are quantitatively interpreted and directly compared to a low-carbon benchmark build from the company’s current level of emissions

at base year.

¢ Comparing the trends gives a direct measure of the commitment gap of the company. It was chosen for its relative simplicity in

interpreting the underlying message.

e PP 1.3 TIME HORIZON OF TARGETS (WEIGHTING: 3%)

DESCRIPTION & PP 1.3 TIME HORIZON OF TARGETS

REQUIREMENTS

SHORT DESCRIPTION
OF THE INDICATOR

A measure of the time horizons of the company’s targets. The ideal set of targets is forward looking enough to include a long-term horizon
that includes the majority of the company’s asset lifetimes, but also includes short-term targets that incentivize action in the present.

DATA REQUIREMENTS

The relevant data for this indicator are:

¢ Per target (target year must be comprised between reporting year and 2050):

o

o

(¢]

Coverage of the target in terms of emissions boundaries (scope 1 and 2 or scope 1, 2 and 3)

Target coverage (% of total emissions of the coverage indicated above)

Unit of the target

Target start year (year from which the company committed to start reducing its emissions (intensity))
Target year
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Please include all company targets with target year superior to reporting year (target with the longest time horizon and all intermediate
targets).

CDP climate change questionnaire 2021 mapping to this indicator:
¢ C4.1a (absolute target)
¢ C4.1b (intensity target)

The matrix below shows the average asset lifetimes considered by the calculations depending on the activity(ies) that are performed by the
company. The averages are based on the figures provided in the literature [3]. Only targets in gross emissions are accepted. Energy
consumption targets, or any other type of target should be converted in GHG emissions targets. Otherwise, they are not accepted for the

assessment.

ACTIVITY TARGET TYPE PARAMETER INTENSITY METRIC BENCHMARK
Pulp production

Paper and board Average plant

manufacturing o Lt years 15 years as a proxy
lifetime

Paper and board
converting

HOW THE
ASSESSMENT WILL BE
DONE

The analysis has two dimensions:

Dimension 1 — target endpoint: a comparison of: (a) the longest time horizon of the company’s targets, and (b) the long-term point fixed by
ACT assessment methodology. The relevant time horizon that will be considered here will be 15 years, in line with value provided in the
literature. [3].

Dimension 2 - intermediate horizons: an analysis of the company interval targets to ensure that both short and long-term targets are in

place to incentivise short-term action and communicate long-term commitments.

DIMENSION 1 - TARGET ENDPOINT (50% OF THE SCORE):

Pulp & Paper methodology | ACT Initiative | Methodology document | page 37



The company’s target endpoint (T,) is compared to the observed lifespan L; before an upgrade of the machines required for the manufacturing
processes.

The company’s target endpoint (T,) is equal to the longest time horizon among the company’s targets, minus the reporting year:

T, = Longest target time horizon — reporting year

The analysis compares Te to Lr. This analysis measures the horizon gap:

Horizongap = Ly — T,

The company’s target endpoint is scored according to the following scoring table:

HORIZON GAP SCORE

T,>Ly 50% Score
T 50%
33%* Ly < T, <Ly 75% 7~ = 25%
T
0% ! ! >
I I = Te
T,<33%xLy 0% %LT T

DIMENSION 2 - INTERMEDIATE HORIZONS (50% OF THE SCORE):

For each activity, all the company’s targets and their endpoints are calculated and plotted. The ideal scoring company does not have intervals
between target endpoints larger than five years from the reporting year.

Measurements are done in five-year intervals between the reporting year and the longest target time horizon (reporting year + Te), .

The company’s targets are compared according to the following scoring table:

INTERMEDIATE TARGET GAPS SCORE
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All the gaps during Te are equal to or less than 5 years 50%

All the gaps until 80% of T, are equal to or less than 5 years 40%
All the gaps until 60% of T, are equal to or less than 5 years 30%
All the gaps until 40% of T, are equal to or less than 5 years 20%
All the gaps until 20% of T, are equal to or less than 5 years 10%

All the gaps of 5 years or less do not reach 20% of T.or there is | 0%

no such gaps disclosed by the company

An example is illustrated in Figure 7.

Interval > 5 years

)

[ 1

.......... + Y @ @ ® @ @ Score = 40%
‘ :
\

| | | |

T \ [ |

2020 \ 203 2030 2040 2050
Reporting year
Te

80% of T,

FIGURE 7 - EXAMPLES OF HORIZONS OF INTERMEDIATE TARGETS SET BY THE COMPANY AND CORRESPONDING SCORES ON DIMENSION 2 OF THE INDICATOR 1.3

AGGREGATE SCORE - DIMENSION 1: 50%, DIMENSION 2: 50%
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FOR ALL CALCULATIONS:

¢ Targets that do not cover > 95% of scope 1 and 2 CO, emissions or of scope 3 CO, emissions are not preferred in the calculations. If
only such targets are available, then the score will be adjusted downwards in proportion with % coverage. If the target coverage of
total company emissions at reporting year represents less than 95%, the final score is equal to:

Final Score = Score X Target coverage of total company emissions

¢ Companies which do not have future targets obtain 0% on this indicator

RATIONALE

PP 1.3 TIME HORIZON OF TARGETS

RATIONALE OF THE
INDICATOR

RELEVANCE OF THE INDICATOR:

The time horizon of targets is included in the ACT assessment for the following reasons:

¢ The target endpoint is an indicator of how forward looking is the company’s transition strategy.
¢ Aside from communicating long-term commitments, short-term action needs to be incentivized. This is why short-time intervals
between targets are needed.

NOTE ON L;:

The score of this indicator is related to how the target timeline compares to lifespan of assets of the activity. Based on information found in the
literature [3], the average lifetime considered in this methodology is 15 years for paper and board machines and for pulp machines. A lifetime
of 30 years is considered for pulp machines in the literature but based on data availability (benchmark goes only until 2050), we apply a lifetime
of 15 years for pulp machines in this methodology. It implies that for integrated companies, paper & board converters and paper & board
manufacturers, and pulp companies the applied average lifetime L, will be 15 years.

PP 1.4 ACHIEVEMENT OF PAST AND CURRENT TARGETS (WEIGHTING: 2%)

DESCRIPTION &
REQUIREMENTS

PP 1.4 ACHIEVEMENT OF PAST AND CURRENT TARGETS
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SHORT DESCRIPTION
OF THE INDICATOR

A measure of the company’s historic target achievements and current progress towards active emissions reduction targets. All the scopes
of the company are considered.

DATA REQUIREMENTS

The relevant data for this indicator are:

For each target whose target year is comprised between reporting year minus 10 years and 2050 and target base year is at least 1 year
before reporting year:

Covered activity

Coverage of the target in terms of emissions boundaries (scope 1 and 2 or scope 1, 2 and 3)
Target coverage (% of total emissions of the coverage indicated above)

Unit of the target

Target base year

Target year

Emissions (intensity) at base year

Planned emissions (intensity) at target year

® & & & O O o o o

Effective level of emissions at target year (if past target) or at reporting year (if currently active target)

CDP climate change questionnaire 2021 mapping to this indicator:
¢ C4.1a (absolute target)
¢ C4.1b (intensity target)

HOW THE ASSESSMENT
WILL BE DONE

For this indicator only targets in gross emissions are accepted. Energy consumption targets, or any other type of target should be converted
in GHG emissions targets. Otherwise, they are not accepted for the assessment.

This indicator is assessed on two dimensions, whereby companies achieve the maximum score if:

DIMENSION 1: The company has achieved all previous emissions reduction targets with a target year in the past 10 years. If all past
targets are achieved, the highest score is obtained. If not, the achievement ratio a is calculated as follows:

a= E(tref) - E(thorizon) > 05
E(tref) - T(thorizon)
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where E(tref) is the level of emissions of the company at target base year, T (t;,.-iz0n) IS the target the company set (a given level of emissions
at a given horizon year, now past), and E (t,,,iz0n) iS the effective level of emissions reached by the company on the year of horizon of the
target.

A threshold is set for scoring at 0.5: if the company has achieved less than 50% of its own past target, it shall receive a zero score.

If the company has several past targets over the last 10 years, the ratio a shall be calculated for each target, and the average of all a ratio
shall be kept for scoring.

a>1 25% Score
25%
0.5<a< 1 25%*(2%a-1) :
a<05 0% 0%

DIMENSION 2: The company is currently on track to meet an existing emissions reduction target. The assessment is based on the progress
ratio p:
a

p= % time
a being defined as follows:

_ E(tref) - E(treporting)
E(tref) - T(thorizon)

where E(tref) is the level of emissions of the company on the base year, T (t;oiz0n) is the target the company set, and E (t,.poreing) is the

effective level of emission reached by the company at the reporting year ;

and the past time ratio %time defined as follows:
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tref - treporting

%time =
ref — thorizon

Where:

¢ ler is the target base year
¢ lreporting IS the reporting year

¢ tyorizon is the year of horizon of the target

The highest score is attained if

p 2 1. A percentage score is

assigned for any value
between 0 and 1.

100%

p (%)

For this second dimension, target year must be at least one year after the reporting year and target base year must be at least one year

before the reporting year.

AGGREGATE SCORE - DIMENSION 1: 25%, DIMENSION 2: 75%
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Comension + PR

Average of scores for
past targets

1 — %time
P=

E_missigns % 90% ac 1 - %complete
intensity ]
ex: gCO2/g \00% achieved
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. Targets e F2000 -
| 4 1 - 4 >
yr- 10 Yr-5 Yr 2050

FIGURE 8 - CALCULATION OF THE ACHIEVEMENT OF PREVIOUS TARGET INDICATOR

FOR ALL CALCULATIONS:

¢ Companies which do not have targets with target years in the past but have only with target years in the future are not assessed on
dimension 1, but only on dimension 2. In this case the weighting of dimension 1 is added to the weighting of dimension 2. Companies
which do not have past or future targets obtain 0% on this indicator.

¢ Targets that do not cover >95% of the company’s CO, emissions are not preferred in the calculation of the dimension 2, but are not
penalized, as other indicators already penalize for not having a large coverage in the target.

+ If the company has multiple targets that can be assessed according to the above criteria, then the score is an average score based
on the progress ratios of all targets assessed.

The performance score does not assess the ambition level of previous targets, and therefore dimension 1 has only a low weight in the final
performance score. This information is also qualitatively assessed in the narrative analysis, which will take another look at the following

dimensions:

¢ Achievement level: to what degree has the company achieved its previously set emissions reduction targets?

¢ Progress level: to what degree is the company on track to meet its currently active emissions reduction targets?
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+ Ambition level: what level of ambition do the previously achieved emissions reduction targets represent?

RATIONALE PP 1.4 ACHIEVEMENT OF PAST AND CURRENT TARGETS
RATIONALE OF THE RELEVANCE OF THE INDICATOR:
INDICATOR The historical target ambition and the company performance is included in the ACT Pulp & Paper Methodology for the following reasons:

¢ The ACT assessment looks to the past only to the extent that it can inform on the future. This indicator is future-relevant by providing
information on the organizational capability to set and meet emissions reduction targets. Dimension 1 of this indicator adds credibility
to any company claim to commitment to a science-based reduction pathway.

¢ Dimension 2 of this indicator adds value to the assessment by comparing the company’s current advancement with respect to its
targets in reporting year.

SCORING RATIONALE:

Quantitative interpretation of previous target achievements is not straightforward. The indicator score thus makes no judgement of previous
target ambition and leaves it to the narrative analysis to make a meaningful judgement on the ambition level of past targets.

¢ Dimension 1 of the indicator score will penalize companies which have not met previous targets in the past 10 years, as this means
the company has lower credibility when setting ambitious science-based targets.

¢ Dimension 2 uses a simple ratio, which reflects how well or not the company is currently on track to reach its existing emissions
reduction target. As far as the degree of completion is equal or higher than expected, the maximum score is obtained. If the degree
of completion is lower than expected, then the score is impacted as the gap between reality and expectancies is high too. This way,
staying on track of initial objectives is rewarded.

Pulp & Paper methodology | ACT Initiative | Methodology document | page 45



MODULE 2: DIRECT OPERATIONS (WEIGHTING: 12 - 27%)

e PP 2.1 TREND IN PAST SCOPE 1+2 EMISSIONS (WEIGHTING: 2-4%)

DESCRIPTION & PP 2.1 PAST PERFORMANCE
REQUIREMENTS

SHORT DESCRIPTION 1046 ¢ of the alignment of a company's past emissions with its low-carbon benchmark pathway.
OF THE INDICATOR

DATA REQUIREMENTS The relevant data for this indicator are:

¢ Forreporting year, reporting year minus five years and reporting year, and only for the activities within the scope of sector performed

by the assessed company:
o Scope 1 and 2 CO;, emissions related to the production of pulp, manufacturing of paper board, and paper and board converting
(in tCOy)
o Weight of produced pulp (in metric tonne of air-dry pulp — if concerned)
o  Weight of produced paper and board (in metric tonne of paper and board — if concerned)
o Weight of consumed paper and board for the converting activity (input of the converting activity - in metric tonne of paper and

board — if concerned)

To have more explanations on how the scope 1 and 2 CO, emissions intensity is calculated, see section 5.3 of the document. Please refer to

sections 6.1.3 and 6.1.4 for a detailed explanation on how the activity and company benchmark are calculated.

External sources of data used for the analysis of this indicator are:

¢ |EA ETP 2017 — background sector scenario adapted for the methodology (disaggregated by activity)

HOW THE There are two dimensions in this indicator, each one with a weighting of 50%.
ASSESSMENT WILL BE

DONE
DIMENSION 1 (50%) - TREND IN PAST EMISSIONS INTENSITY

Pulp & Paper methodology | ACT Initiative | Methodology document | page 46



The analysis is based on the comparison between the company’s recent (reporting year minus five years) scope 1 and 2 CO, emissions intensity
trend gradient (CR’s12) and the company’s decarbonization pathway trend gradient (CB’s12) in the short-term (reporting year plus five years). The

scope 1 and 2 CO, emissions intensity of the company at the reporting year (CEly) and the activity benchmark value of emissions intensity in

2050 (SB2os0) are also considered to calculate the company’s score.

CR’s12 is the gradient of the linear trend-line of the company’s recent scope 1 and 2 CO, emissions intensity (tCO./metric tonne of material

production and consumption) over time (CRs12).

CB’s12 is the gradient of the linear trend-line of the company benchmark pathway for scope 1 and 2 CO, emissions intensity (tCO2/metric tonne

of material production and consumption) (CBs12).

The difference between CR’s12 and CB’s12 will be measured by their ratio (rs12). This is the scope 1 and 2 CO; emissions Transition ratio,

which is calculated by the following equation, with the symbol ‘ used to denote gradients:

CALCULATION OF THE SCORE

Four different cases are to be taken into consideration:

* & o o

CR's1;

CB's12

Case #1: CR's1+2is positive > Score = 0 (whatever the rsi+> and CEly values)

Case #2: CR’'s1.2is negative and 0 < rs142 <1 and CEly is higher than SB,gso > Score = rs142 (expressed as a percentage)
Case #3: CR's1+2is negative and rs142 2 1 and CEly is higher than SBagso = Score = 100%

Case #4: CR's1+2is negative and CEly is lower than SBagso = Score = 100% (whatever the rsi+; value)

Case #1

Case #2
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Emissions Activit Emissions
intensity o intensity
ex: tCO2_/t benchmark ex: tCO2_/t
CEly CB’.
CEly .
Activity
. benchmark
SBz0s0 CB’s; | ,
% % } — i i ; t—
Y-5 Y Y+5 2050 Y-5 Y Y+5 2050
CR's12>0 CR's12<0
Whatever the rsi2 value 0<rsi2<1
Whatever the CEly value CEly > SBzos0
Score =0 Score = rs12 (%)
Case #3

Case #4
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Emissions 4 -
. . Emissions
'nten3|ty intensity
ex: tCO2./t ex: tCO2/t
Activity
benchmark
CB’<;
CEly :
Activity ‘
benchmark . ==
k i I —> f f i F—
- Y Y+5 2050
Y-5 Y Y+5 2050 Y-S
CR's12<0 CR's12<0
rsig =1 CEly < SB2oso
CEly > SB2oso whatever the rs2 value
Score =100% Score =100%

DIMENSION 2 (50%) - ALIGNMENT OF PAST PERFORMANCE WITH CARBON BUDGET

Use past data on emissions for the assessed company and compare it to the activity benchmark.

This dimension assesses the alignment of the company’s recent absolute scope 1 and 2 CO, emissions with the past carbon budget. The recent
emissions and carbon budget are measured over a five-year period to the reporting year (reporting year minus five years).

Basically, one should calculate the blue area of the graph in Figure 9 - ALIGNMENT OF THE PAST PERFORMANCE WITH CARBON
BUDGETFigure 9, multiplied by the company’s activity during the corresponding years. Then, compare this area to the carbon budget during the
same period.
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llustration of company climate performance
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FIGURE 9 - ALIGNMENT OF THE PAST PERFORMANCE WITH CARBON BUDGET

The past performance ratio PP is calculated:

~ fyy:_s(EIC X A)
nyT_S(EISB X A)

Where El,. is the past scope 1 and 2 CO, emissions intensity of the company, El,; is the emissions intensity benchmark, and A is the company

activity (material production/consumption).
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The score will be attributed as described in the table below:

Past performance

ratio

PP<1 100% Score

100%

1<PP=<125 (-4 * PP +5) * 100%

PP > 1.25 0% 0% 1 i

AGGREGATE SCORE - DIMENSION 1: 50%, DIMENSION 2: 50%

RATIONALE

PP 2.1 TREND IN PAST SCOPE 1+2 EMISSIONS

RATIONALE OF THE
INDICATOR

RELEVANCE OF THE INDICATOR:

Trend in past emissions intensity indicator is included in this ACT methodology for the following reasons:

L

Dimension 1 (trend in past emissions intensity) shows the speed at which the company has been reducing its emissions intensity over
the recent past. Comparing this to the decarbonization pathway gives an indication of the scale of the change that needs to be made
within the company to bring it onto a low-carbon pathway.

Dimension 2 (alignment of past performance with carbon budget) helps the company having an overview of its emissions exceedance
in the recent past. This dimension also intends to remind that the carbon budget is set for the global economy and that each sector
and each company has a defined carbon budget that cannot be exceeded to reach the overall long-term objective of limiting global
warming. The activity benchmark is defined for the next years, assuming it was respected for the past years where it was already
defined. The emissions overshooting the benchmark in the past correspond to accumulated CO, that will remain in the atmosphere for
decades. Hence, a company having already exceeded the benchmark should further its efforts to decrease its emissions in the near
and remote future. This dimension is a ratio of the values of the emissions over a period of time in the past, as companies are very
unlikely to provide data for the same period. What is considered here is the emissions excess compared to the activity carbon budget,
proportionally to the period of time.
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+ While ACT aims to be as future-oriented as possible, it nevertheless does not want to solely rely on projections of the future, in a way
that would make the analysis too vulnerable to the uncertainty of those projections. Therefore, this measure, along with projected
emissions intensity and absolute emissions, forms part of a holistic view of company emissions performance in the past, present, and
future.

¢ This indicator is future-relevant by providing information on the organizational capability to meet emissions reduction that is aligned
with the benchmark.

SCORING RATIONALE:

While ‘gap’ type scoring is preferred where possible for any indicator, the dimension 1 only looks at past emissions and would therefore require
a different baseline in order to generate a gap analysis. Thus, instead of a gap analysis, a trend analysis is conducted to compare current data
of the company to the past data and improvements that have been made since the past data. An advantage of this trend analysis is that trends
can be compared directly, and a score can be directly correlated to the resulting ratio.

e PP 2.2 TREND IN FUTURE SCOPE 1+2 EMISSIONS (WEIGHTING: 3-6%)

DESCRIPTION &
REQUIREMENTS

PP 2.2 TREND IN FUTURE SCOPE 1+2 EMISSIONS

SHORT
DESCRIPTION
OF THE INDICATOR

Measure of the alignment of a company's future emissions with its low-carbon benchmark pathway.

DATA
REQUIREMENTS

The relevant data for this indicator are:

+ For reporting year and reporting year plus five years, and only for the activities within the scope of sector performed by the assessed
company:

o Scope 1 and 2 CO; emissions related to the production of pulp, manufacturing of paper board, and paper and board converting
(in tonne of COy)

o Weight of the produced pulp (in metric tonne of air-dry pulp — if concerned)

o  Weight of the produced paper and board (in metric tonne of paper and board — if concerned)

o  Weight of the consumed paper and board for the converting activity (input of the converting activity - in metric tonne of paper and
board — if concerned)
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To have more explanations on how the scope 1 and 2 CO, emissions intensity is calculated, see section 5.30of the document. Please refer to
sections 6.1.3 and 6.1.4 for a detailed explanation on how the activity and company benchmark are calculated.

Future scope 1 and 2 CO, emissions and material production/consumption (for paper and board converting) must be based on the company’s
investment plan for the company’s sites (modernization, opening, closure) and not based on the company’s target. If these data can’t be estimated
as described above, then the activity scope 1 and 2 CO, emissions are assumed to remain constant overtime, which leads to an indicator score
of 0%.

External sources of data used for the analysis of this indicator are:

¢ |EA ETP [1] — background scenario data

HOW THE
ASSESSMENT WILL
BE DONE

The analysis is based on the Future Action ratio (A, ..) Which represents the ratio between the company’s future (reporting year plus five years)
scope 1 and 2 CO; emissions intensity from direct operations trend gradient and the company’s future benchmark (reporting year plus five year)
emissions intensity trend gradient.

Emissions
intensity

_________ Company’s trend

Activity

P~ T~~~ mmmemem———- Company’s benchmark trend
benchmark

Y Y+5 2050

FIGURE 10 - COMPARISION OF THE TREND IN FUTURE EMISSIONS AND TREND OF THE COMPANY BENCHMARK
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See section 6.1.4 for details on the calculation of the company benchmark (El)

CALCULATION OF THE SCORE

Future Action ratio (Ayu.e) is calculated by dividing the company’s future scope 1 and 2 CO, emissions intensity from direct operations trend
(between reporting year and reporting year plus five years) and the future company benchmark emissions intensity (between reporting year and

reporting year plus five years):

4 _ EL.(Ya) = El.(Yiys)
future = Blo (Yp) — Elg (Ygys)

where EI,(Yy) is the company’s scope 1 and 2 CO, emissions intensity at reporting year, EI.(Yg,s) is the company’s scope 1 and 2 CO; emissions
intensity at reporting year plus five years, El;(Yy) is the company benchmark emissions intensity at reporting year and El;(Yz,s) is the company
benchmark emissions intensity at reporting year plus five years.

The action gap of the company is equal to (1 — Afyp,e)- Thus, when the company’s future emissions pathway is aligned with the company

benchmark, the Future Action ratio is equal to 1 and the action gap is 0

The final score assigned to the indicator is calculated as follows:

Conditions Score

Company's future trend > 0 0%

Increase in company emissions intensity

Company's future trend < 0 and EI.(Yz) > El;(2050)

0= Afuture =1 Afuture x 100%
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Decrease in company emissions intensity but company’s pathway
does not go beyond the company’s benchmark ambition

Company's future trend < 0
Apyture > 1 100%

Decrease in company emissions intensity and company’s pathway
equals or exceeds the company’s benchmark ambition

Company's future trend < 0 and El.(Yy) < EI5(2050)

No increase in company emissions intensity and company’s 100%
emissions intensity is already below the company’s benchmark
ambition for 2050

RATIONALE PP 2.2 TREND IN FUTURE SCOPE 1+2 EMISSIONS

RATIONALE OF THE RELEVANCE OF THE INDICATOR:

INDICATOR
Trends in future emissions intensity from direct operations are included in this ACT methodology for the following reasons:

¢ The trend shows the speed at which the company needs to reduce its emissions intensity for the coming years. Comparing this to the
low-carbon benchmark pathway gives an indication of the scale of the change that needs to be made within the company to bring it onto
a low-carbon pathway.

¢ ACT aims to be future-oriented. Therefore, this particular indicator, with projected emissions intensity, forms part of a holistic view of
company emissions performance in the past, present, and future.

SCORING RATIONALE:

Comparing the trends gives a direct measure of the future action gap of the company. It was chosen for its relative simplicity in interpretation; it is
aligned with most of the other forward-looking indicators. Indeed, the indicator looks at a fix point in the future and assesses the capacity of the
company to deploy a range of low-carbon assets in the short term.

e PP 2.3 SHARE OF LOW-CARBON CAPEX (WEIGHTING: 2-5%)
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DESCRIPTION &
REQUIREMENTS

PP 2.3 SHARE OF LOW-CARBON CAPEX

SHORT
DESCRIPTION
OF THE INDICATOR

An analysis of the share of CAPEX invested in low-carbon and mitigation technologies.

DATA
REQUIREMENTS

The relevant data for this indicator are:

¢ CAPEX investments (amount and details) in low-carbon and mitigation technologies

¢ Total CAPEX investments of the company

HOW THE
ASSESSMENT WILL
BE DONE

The score is calculated using the following formula:

Conditions

1
Score = Share of low carbon CAPEX X 80%

Share of low carbon CAPEX < 80

Score

Share of low carbon CAPEX X

80% 100 +

Share of low carbon CAPEX > 80

75 +

25 1+

100

20 40 60 80 100 Share of low-
carbon CAPEX
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A company whose projected share of low-carbon CAPEX exceeds 80% of its total CAPEX will receive the highest score.

DEFINING LOW-CARBON & MITIGATION TECHNOLOGIES

Low-carbon and mitigation technologies are the ones meeting the mitigation criteria of the EU Green Taxonomy and a list of eligible
technologies specific to the sector is detailed in Table 12 (11.4 Annex 4 — List of ‘mature’ and ‘non-mature’ technologies and low-carbon
technologies (CAPEX)). Other CAPEX than those listed may be eligible, if judged relevant (significant climate impact) by the analysts.

RATIONALE

PP. 2.3 SHARE OF LOW-CARBON CAPEX

RATIONALE OF THE
INDICATOR

CAPEX planning is an indicator of corporate commitment to a low-carbon transition and is a meaningful metric of the company’s internal
planning towards the transition. Although this indicator may be based on a specific ratio in other ACT methodologies, no benchmarks are
available for this sector. Therefore, as for the ACT Generic Methodology, the 80% threshold has been defined accordingly.

e PP 2.4 LOCKED-IN DIRECT EMISSIONS (WEIGHTING: 3-5%)

DESCRIPTION &
REQUIREMENTS

PP 2.4 LOCKED-IN DIRECT EMISSIONS

SHORT
DESCRIPTION
OF THE INDICATOR

Measure of the company’s cumulative GHG emissions implied by the company’s installed and planned assets over a period of time defined by
assets lifespan (for ACT Pulp & Paper 15 years). These locked-in emissions are compared to a theoretical portfolio with a similar locked activity
per year and benchmark emissions intensity.

DATA
REQUIREMENTS

The relevant data for this indicator are:

¢ For all existing and planned assets active at least one year between reporting year and reporting year + 15:
o Production site name
o Geographic location (country)
o Activity(ies) within the scope of the sector performed by the production site
o Ownership stake (as a percentage)
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o Year of commissioning (year of the opening or purchase of the production site, or reporting year if the site is currently active) or
first year after the site modernization works

o Year of decommissioning (year of the closure or sale of the production site) or year of the end of the site modernization works
or reporting year + 15 if no modernization works are planned

o Ifthe production site performs the pulp production activity: weight of the produced pulp at year of commissioning (in metric tonne
of air-dry pulp)

o If the production site performs the paper and board manufacturing activity: weight of the produced paper and board at year of
commissioning (in metric tonne of paper and board)

o If the production site performs the paper and board converting activity: weight of the consumed paper and board for the
converting activity at year of commissioning (input of the converting activity - in metric tonne of paper and board)

o Scope 1 and 2 CO, emissions related to activities within the scope of the sector at year of commissioning (in tCO5)

CDP climate change questionnaire 2021 mapping to this indicator:

¢ C7.3b (scope 1 asset-level data)

¢ C7.6b (scope 2 asset-level data)

External sources of data used for the analysis of this indicator are:

¢ |EAETP 2017 [1] background sector scenario adapted for the methodology (disaggregated by activity)

HOW THE
ASSESSMENT WILL
BE DONE

The analysis is based on the ratio between the company’s installed and planned emissions for 15 years after the reporting year [ZEk (t)], and the
emissions budget entailed by the company’s carbon budget B(t) over the same period of time.

LER(t) is calculated as the total cumulative emissions implied by the lifetimes of currently active and confirmed planned assets that are going to
be commissioned soon. If unknown, the commissioning year of projects is estimated from the project status (e.g., bidding process, construction,
etc.) and data on typical project periods by plant type.

LE:(t) is calculated as the company’s locked-in carbon emissions, up until the chosen time period t, which is derived by taking the area under
the company’s future locked-in emissions curve. This curve in turn is derived from the company’s intensity pathway CA,, multiplied by activity A4;:
yr+Lt

Le(t) = f Ag xCAg

from the reporting year
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Figure 11 illustrates locked-in emissions of one facility and of the whole company.

Description

Locked-in ratio

Total CO2e emissions of the Taciity
during its operating time

Calculating locked-in e oae emissions of one facilly —
emissions...
Y, T Yotz .. Y, t
commissioning decommissioning
.
Annual CO2e emissions of Annual CO2e emissions of

facilities (L COZeryearn)

@ @ facilities (t COZefyear)
Facility 1
Faciity 2
Faciity 3

y

Facility v-1 |
Facility M

FIGURE 11 - COMPUTING LOCKED-IN EMISSIONS AT FACILITY AND COMPANY LEVEL

B(y, + 15) is calculated as the company’s carbon budget up to the reporting year +15 years, which is derived by taking the area under the
absolute emissions reduction curve. This curve is derived from the company benchmark pathway (CBs,pes12) by multiplying it by the projected
activity Ap for the company:

Lt

Bg ) = f Ap * CBscopelz

from the reporting year
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Gradual-reduction time distribution

Annual
carbon
budget

Reporting 2050
Year

FIGURE 12 - CARBON BUDGET DERIVED FROM THE COMPANY BENCHMARK

Depending on the data availability, the calculation of these areas may not be as straightforward as the equations shown and will be done by
approximation, but the principles will hold.

The locked-in ratio (1) is illustrated in and is calculated as follows:

LE
rp(t) = %
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Annual CO2e emissions of
facilities (t CO2efyear)

Year Y1r+15

FIGURE 13 - ILLUSTRATION OF THE LOCKED-IN RATIO

To set a score regarding the amount of carbon budget consumed, the level of activity performed with the existing and planned assets needs to
be taken into account. Therefore, in a similar way to locked-in emissions, the level of activity that the company is able to perform due to the
existing and planned assets, per year. It is called the secured activity and is illustrated in Figure 14.
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Description

Activity ratio
@ Annual capacity of one Total activity performed
" facility (t/ year) by the facility during its
Calculating secured operating fime
3
activity... —
YO Yo+1 Yo+2 Yf ;t
commissioning decommissioning

year year

For the whole company

Annual activity of the company Annual activity of the company
@ (t lyear) @ (t lyear)
Facility I | I ]
Facility N-1 T _ P
Area = Past activity ’ [ Area = Past activity Area = Activity secured by current and
x I planned facilities
Facility .3 I
Facilty 2 [Iif N ‘ Area = Activity secured by current and planned facilities ‘
Facility 1 [0 | t .
Reporting 2050 Reporting 2050
Year

Year

FIGURE 14 - SECURED ACTIVITY BY THE COMPANY

The secured activity is compared to the level of activity projected by the company up to reporting year + 15 years. If the company does not have
any projections or not up to reporting year + 15 years, it will be considered that its market share will remain constant, and its activity will evolve
at the same rate as the sector and sectoral projection of activity (see 6.2). The company’s projected activity is illustrated in Figure 15.
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Annual activity projected by the
company (t/ year)

A
As projected Or projected growth
by the company of the sector
7/
o,
—> t
Reporting 2050

Year

FIGURE 15 - PROJECTED ACTIVITY

The secured activity ratio r5, (v, + L) compares the secured activity up to (y, + L) with the projected activity up to (y,. + L;). Itis illustrated in
Figure 16.

The security ratio rg, is calculated as follows:

As (yr + LT)

Tsa (r + L) = A (r+ 1)
P
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Annual activity projected by the
company (t/ year)

3
Area = Activity secured by current and planned

Area = Past activity facilties Area=

from current facilities projected activity
of the company

» 1
Reporti 2050
Year Yr+15

FIGURE 16 - SECURED ACTIVITY RATIO

CALCULATION OF THE SCORE
154 IS Used as a threshold value for the scoring:

rg4 < 1: More investments will be needed

Value of r;p Score

r.B<Isa 100%
rLB—1.5

rsa<r;g<1.5 —_

SA<IiB P
rLBZ1.5 0%

This means that if the company has planned its activity and its locked-in emissions are lower than the carbon budget, it gets 100%, but if the
locked-in emissions exceed by more than 50% its carbon budget, it gets 0%.
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The case rg, > 1 is unlikely to happen as the company is unlikely to have existing or planned assets able to meet or exceed the projection of
activity until (y, + L).

RATIONALE PP 2.4 LOCKED-IN DIRECT EMISSIONS

RATIONALE OF RELEVANCE OF THE INDICATOR:

THE INDICATOR ) o ) S ]
Locked-in emissions are included in this ACT methodology for the following reasons:

¢ Absolute emissions over time are the most relevant measure of emissions performance for assessing a company’s contribution to
global warming. Furthermore, the concept of locked-in emissions allows a judgement to be made about the company’s outlook in more
distant time periods than ones of the investment plans.

¢ Analysing a company’s locked-in emissions alongside science-based budgets also introduces the means to scrutinise the potential
cost of inaction, including the possibility of stranded assets.

¢ Examining absolute emissions, along with recent and short-term emissions intensity trends, forms part of a holistic view of a
company’s emissions performance in the past, present, and future.

¢ The approach using the secured-activity ratio is a coherence check between the company's ambition for emissions reduction, and its
investments (and the inevitable emissions associated). It allows showing the leeway for future investments and alerts for the cost of
inaction and the risk of stranded assets.

NOTE ON L+:

The score of this indicator is tied to company’s cumulative scope 1 and 2 CO, emissions implied by installed and planned assets called ‘locked-
in emissions’. Based on information found in the literature [3], the average lifetime before a modernisation intervention will be 15 years for paper
and converting machines. The same lifetime is being considered for pulp machines, even though these latest present a wide variety of lifetime
before modernisation.
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PP 2.5 TRANSITION TOWARDS LOW-CARBON ENERGY (WEIGHTING: 2-7%)

DESCRIPTION & PP 2.5 TRANSITION TOWARDS LOW-CARBON ENERGY
REQUIREMENTS

SHORT
DESCRIPTION
OF THE INDICATOR

An analysis of the company’s contribution to increasing low-carbon energy production/consumption (electricity, heat and steam), with sustainable
biomass and biofuels when using them, and to decommissioning fossil fuel-based electricity, heat and steam generation assets.

DATA The relevant data for this indicator are:

REQUIREMENTS o o ) ) .
¢ % of the consumed electricity by source (EAC, CPPA, electricity grid, efc.), at corporate level (in reporting year)

¢ Scope 1 CO, emissions intensity of the self-generated electricity in reporting year, and in reporting year plus five based on the planned
future investments

¢ Share of the consumed heat and steam (purchased or on-site generated) that has been produced with a low-carbon aligned technology
in reporting year (as a percentage)

CDP climate change questionnaire 2021 mapping to this indicator:

¢ (8.2
¢ C8.2a
¢ C(C8.2e
HOW THE The score of this indicator is based on three dimensions:
ASSESSMENT WILL
DIMENSION 1 (100%/3) - CONTRIBUTION TO LOW-CARBON ELECTRICITY GENERATION
BE DONE

This dimension aims at assessing the company’s contribution to the development of low-carbon electricity generation capacity.

The sources of electricity have been classified according to the company's level of commitment. The company shall disclose, at corporate level,
the share (as a percentage) of electricity consumed coming from these different sources in reporting year.

Only the consumed electricity that fulfil the following criterion is accepted for the reported share of EAC, CPPA and on-site self-generation:
the carbon content of the produced electricity shall not exceed 100 gCO.e/kWh on a Life-Cycle Analysis (LCA) basis (EU taxonomy [27], Climate
Bonds initiative [28]). In the specific case of on-site electricity generation with biofuel, please refer to the sustainability criteria defined in the
dimension 3.
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What are the mechanisms % of electricity
used by the company to consumed from the

Level of commitment Associated score

consume low-carbon source at corporate level
electricity? (in reporting year)

Electricity consumed by the
company with no certification

+

1(no commitment) Electricity consumed by the 0%

company that is self-generated with
assets that do not fulfil the criteria
above

Electricity consumed by the
2 company that is certified with 25%
Energy Attribute Certificates (EAC)

Electricity consumed by the

3 company originating from Corporate

Power Purchase Agreements
(CPPA) with grid transfers

75%

Electricity consumed by the
company originating from Corporate
Power Purchase Agreements
(CPPA) with no grid transfers (direct
line)

4 (strong commitment) + 100%

Electricity consumed by the
company that is self-generated with
assets that do fulfil the criteria
above

Energy attribute certificate is a generic name for mechanisms that electronically document and track the production, trade/distribution and
consumption of renewable energy. For example:

¢ North American REC Tracking Systems

¢ European Energy Certificate System Guarantee of Origin (EECS-GO)
¢ Renewable Energy Guarantees of Origin (REGOSs) in the UK

¢ The International REC Standard (I-REC Standard)
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¢ Tradable Instruments for Global Renewables (TIGRs

Calculation of the score

The final score for this subdimension is obtained by applying the SUMPRODUCT function on the share (as a percentage) of the consumed
electricity for each source multiplied by the associated score for this source. For example, if a company purchases 30% of its electricity through
a CPPA and the rest has no certification, the final score will be calculated as follows: 70% x 0% + 30% x 75% = 22,5%.

DIMENSION 2 (100%/3) - CONTRIBUTION TO DECARBONIZING HEAT AND STEAM GENERATIONS ASSETS

This dimension aims at assessing company’s effort in the decarbonization of two important energy vectors used by the pulp & paper sector:
heat and steam. Low-carbon technologies considered for heat and steam generation at low-medium temperature (0-400°C) are available and
include biomass boiler, electric boiler, hydrogen boiler, heat pump, geothermal heat, and waste heat (from own assets or external assets). This
dimension is complementary to the company'’s strategy in investing in electrification.

The threshold of this maturity matrix below has been developed using the projection elaborated by the IEA for its latest “Net-zero by 2050” to
align heat generation on the right decarbonization trajectory from 2020 to reach net-zero at the World level in 2050 [5]. As steam technologies
are similar to heat ones, steam has been added to the maturity matrix.

The score is calculated using the following formula:

Score = Share of consumed heat and steam relying on low carbon technologies X

1
75%

A company whose share of consumed heat and steam (purchased or produced) that has been produced with a low-carbon aligned technology*
(list below) exceeds 75% will receive the highest score

*  List of low-carbon aligned heat and steam technologies:
o biomass boiler (only if the biofuels are considered sustainable by the ACT Pulp & Paper Methodology - see “Note — sustainable
biofuels” below)
o electric boiler (only if the GHG emissions intensity of the electricity consumed by sites using electric boilers is below 100
gCO2e/kWh or if the electricity is produced by owned biomass-based energy production assets with biomass sources and
bioliquids considered as sustainable by the ACT Pulp & Paper Methodology)
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o

o

hydrogen boiler (only if the GHG emissions intensity of the hydrogen consumed by sites using hydrogen boilers is below
3tCOe/tH,)

heat pump (only if the GHG emissions intensity of the electricity consumed by sites using heat pumps is below 100 gCO.e/kWh
or if the electricity is produced by owned biomass-based energy production assets with biomass sources and bioliquids
considered as sustainable by the ACT Pulp & Paper Methodology)

geothermal heat

waste heat (from own assets or external assets)

Note — sustainable biofuels

As biofuel is the sector's most-consumed energy vector, accounting for 42% of its energy needs in 2019 [4], it is essential to ensure its

sustainability to avoid deforestation and to promote best practices in forest management and biomass use. Biofuels are considered sustainable

by the ACT Pulp & Paper Methodology if they meet one or more of the following criteria:

1. Biofuels that enable biomass-based energy production systems to demonstrate at least 80% of emissions savings compared to fossil
fuel alternatives (based on the criteria defined in the EU Taxonomy [29]) following the methodology outlined in the directive 2018/2001

(also called ‘RED II'). The following list is made up of biofuels for biomass-based energy production systems from Annex VI in RED II

meeting this criterion:

a. Wood chips from sustainable forest residues (as defined in 3.) or from industry residues with a transport distance to the company’s
site of below 2,500 km;

b. Woodchips from short rotation coppice (poplar — fertilised or not fertilized) with a transport distance to the company’s site of below
500 km if used to produce electricity or below 2,500 km if used to produce heat;

c. Wood briquette and pellet categories below which have been manufactured using electricity and heat from a combined heat and

power (CHP) plant fed with pre-dried woodchips:

= Wood briquettes or pellets from sustainable forest residues (as defined in 3.);

= Wood briquettes or pellets from wood industry residues;

= Wood briquettes or pellets from short rotation coppice (eucalyptus) with a transport distance to the company’s site of below
10,000 km (only if used to produce heat);Wood briquettes or pellets from short rotation coppice (poplar — fertilised) with a
transport distance to the company’s site of below 500 km if used to produce electricity or below 10,000 km if used to
produce heat;

2. Biofuels derived from wood industry waste. This includes sawdust, cutter shavings black liquor, brown liquor, fibre sludge, lignin waste
and tall oil [30].
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3. Biofuels derived from sustainable forestry residues. This includes treetops, branches, pre-commercial thinning, leaves and needles,
except coarse wood debris (which include snags, standing dead trees and high stumps) and low stumps. The latter two are not accepted
as sustainable based on the latest study from the JRC [31].

4. Biofuels certified under a scheme that ensures their sustainability. Ideally, certification schemes should be members of the International
Social and Environmental Accreditation and Labelling (ISEAL), as these standards undergo rigorous checks including multistakeholder
engagement, and as such tend to be the strongest [32]. Some examples of such certification schemes are: REDcert Sustainable
Biomass Program (SBP) and International Sustainability and Carbon Certification (ISCC). Other examples, including those that are not
ISEAL members, can be found on pp. 12-13 of the CDP Technical Note: Biofuels [32].

Stemwood has been withdrawn from the list based on the latest study carried out by JRC [33] which highlights that it is not possible to make
assessments in a generic way regarding the impact of stemwood used for biofuel purpose. Additionally, it should be considered that forestry
residues such as slash, leaves and needles are considered as a sustainable biomass only if harvested below a sustainable landscape threshold
[33] which can vary from one forest to another.

Thus, this dimension shall be considered as complementary to the indicators 4.2 and 4.3 which investigate the sustainable forest management
systems implemented by companies.

DIMENSION 3 (100%/3) - EMISSIONS INTENSITY OF SELF-GENERATED ELECTRICITY

This dimension aims at ensuring that the assessed company plans to invest enough to reduce the CO, emissions intensity of the electricity it
self-generates.

Parameter Intensity metric Used external source
Power production emissions tCO/MWh of self- .
) . CBicr o ETP 2017 — Power utilities
intensity benchmark generated electricity

CALCULATION OF THE SCORE

Future Action ratio (As,,r.) is calculated by dividing the company’s future scope 1 CO2 emissions intensity from direct operations trend (between

reporting year and reporting year plus five years) and the future company benchmark emissions intensity (between reporting year and reporting
year plus five years).
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4 _ EL.(Yp) = EL.(Yrys)
uture T gl (Ye) — Ely (Yrys)

where EI.(Yy) is the company’s scope 1 CO; emissions intensity of the electricity generation assets at reporting year, EI.(Yz,5) is the company’s
scope 1 CO; emissions intensity of the electricity generation assets at reporting year plus five years, El;(Yy) is the company benchmark CO
emissions intensity at reporting year and El; (Y, s) is the company benchmark CO, emissions intensity at reporting year plus five years.

The action gap of the company is equal to (1 — Agyeyre)-

Thus, when the company’s future emissions pathway is aligned with the company benchmark, the Future Action ratio is equal to 1 and the action
gap is 0.

Four cases are possible:

¢ The company is already generating electricity at reporting year and plans to self-generate at reporting year plus 5 years.

+ If the company self-generated electricity at the reporting year, but plans to decommission and not to self-generate anymore at
reporting year plus 5 years, then EI.(Yz,s) is undefined. In this case, the GHG intensity of the purchased electricity at reporting year
will be used for EI.(Yg,s).

+ If the company did not self-generate electricity at reporting year, but plans to self-generate electricity at reporting year plus 5 years,
then EI.(Yy) is undefined. In this case, the GHG intensity of the purchased electricity at reporting year will be used for EI.(Yg).

+ If the company does not self-generate electricity at reporting year and does not plan to at reporting year plus 5 years, this dimension is
neither assessed nor weighed in the final score.

The final score assigned to the indicator is calculated as follows:

Conditions Score
Company's future trend > 0
0%
Increase in company emissions intensity
Company's future trend < 0
0< Afuture =1 Afuture X 100%
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Decrease in company emissions intensity but company’s pathway
does not go beyond the company benchmark ambition

Company's future trend < 0
Afuture >1

Decrease in company emissions intensity and company’s pathway 100%
equals or exceeds the company benchmark ambition

Company's future trend < 0 and El-(Yg,s) < 15,7 gCO,/kWh

No increase in company emissions intensity and company’s
emissions intensity is already below the power production benchmark 100%
ambition for 2050 (without BECCS)*

The company benchmark for this specific indicator is built similarly to the one used for some other indicators (e.g., PP 2.2), unless it is based
on ETP 2017 for the Power Utilities sector. The low-carbon scenario for a well below 2°C trajectory provides scope 1 CO; emissions of the
sector and an estimation of the future electricity generation, which allows us to calculate the scope 1 CO, emissions intensity (in tCO2/MWh)
from 2014 to 2050, like SBTi does.

*As the company benchmark in 2050 becomes negative (below 0 gCO.e/kWh - the direct CO, emissions of the electricity sector become negative
thanks to BECSS in the IEA ETP 2017 scenario), if the assessed company has already a decarbonized electricity production mix (below 15,7
gCO2e/kWh) which is planned to remain constant over the next five years, then the company obtains 100%. The 15,7gC0O2e/kWh is based on
IEA ETP 2017 scenario without BECCS.

WEIGHTINGS
¢ Dimension 1: 100%/3

¢ Dimension 2: 100%/3
¢ Dimension 3: 100%/3

If a company cannot be assessed on one or several dimensions (e.g., it does not consume heat and steam — dimension 2), the related weighting
is equally allocated to the other dimensions.

RATIONALE PP 2.5 TRANSITION TOWARDS LOW-CARBON ENERGY

Pulp & Paper methodology | ACT Initiative | Methodology document | page 72



RATIONALE OF RELEVANCE OF THE INDICATOR

THE INDICATOR
The decarbonization of the consumed energy is key for the pulp & paper industry. Since heat, steam and electricity represent the three main

energy vectors used by the sector, a specific focus has been placed on them. This indicator, which is both quantitative and qualitative, looks at
the actions that have been implemented to decarbonize heat, steam and electricity, but also the strategy to further decarbonize electricity that is
produced by the company.

Regarding the first dimension, additional low-carbon electricity generation assets will be needed in every country, even in countries that already
have a low-carbon electricity mix. As big electricity consumers, companies shall contribute to increasing the low-carbon electricity generation
assets being connected to the grid, by direct or indirect investment, if they do not self-produce their own low-carbon electricity.

The criterion to define low-carbon electricity was chosen because it is now rather widely used in ambitious climate frameworks, such as the EU
taxonomy [27] and Climate Bond taxonomy [28]. This criterion can evolve in further update of the methodology.
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MODULE 3: INTANGIBLE INVESTMENT (WEIGHTING: 5 - 10%)

PP 3.1 R&D SPENDING ON LOW-CARBON TECHNOLOGIES (WEIGHTING: 5-10%)

DESCRIPTION &
REQUIREMENTS

PP 3.1 R&D SPENDING ON LOW-CARBON TECHNOLOGIES

SHORT DESCRIPTION
OF THE INDICATOR

A measure of the ratio of R&D investments in mitigation and in low-carbon products. The indicator identifies the ratio between the company’s
R&D investment in mitigation technologies, low-carbon products by the total R&D investments. The low-carbon products dimension is specific
to the pulp & paper industry.

DATA REQUIREMENTS

The relevant data for this indicator are:

¢ RA&D costs/investments in low-carbon technologies, low-carbon products of the company

¢ Total R&D costs/investments of the company

CDP climate change questionnaire 2021 mapping to this indicator:

¢ C9.6a: Organization’s investments in low-carbon R&D

HOW THE
ASSESSMENT WILL BE
DONE

DEFINING ‘LOW-CARBON TECHNOLOGIES’ AND ‘LOW-CARBON PRODUCTS’
Relevant sectoral and methodology roadmaps have been used to define a list of low-carbon technologies and low-carbon products for the
sector.

Low-carbon technologies are mature and non-mature technologies that enable the decarbonization of the production system and therefore
improve the carbon performance of the sold material. R&D investments to improve forest management are eligible for this indicator. Details
should be disclosed regarding the related contribution to reduce fossil emissions during harvesting activities (less fences, less fertilizers, less
use of forestry engine).

R&D in low-carbon products includes the development of innovative materials that contribute to the decarbonization of the global economy
(furfural from hemicellulose, dissolving pulp from cellulose, cellulose nano-fibre, light-weight paper making with high performance materials
such as cellulose nanofibrils or cellulose nanocrystals, etc.). Other justified developments might be eligible if judged relevant by the analyst.

DEFINING ‘NON-MATURE R&D’
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A Technology Readiness Level (TRL) should be used to assess the maturity of a technology. Higher scoring levels of this indicator exclude
research in technologies that are already considered mature in terms of market penetration to incentivise research on the technologies that
have a higher need for R&D investment, in order to break through technical barriers and reduce the levelized costs of deploying these
technologies. Technologies are considered “non-mature” if TRL < 8 (see Table 6).

TABLE 6: CATEGORIZATION OF MATURE AND NON-MATURE TECHNOLOGIES [34]

Technology IEA explaining acronyms
Readiness Level
(TRL) from IEA

1 Initial idea: basic principles have been defined

2. Application formulated: concept and application of solution have been formulated

3. Concept needs validation: solution needs to be prototyped and applied

4. Early prototype: prototype proven in test conditions Non mature
technologies

5. Large prototype: components proven in conditions to be deployed

6. Full prototype at scale: prototype proven at scale in conditions to be deployed

7. Pre-commercial demonstration: solution working in expected conditions

8. First-of-a-kind commercial: commercial demonstration, full-scale deployment in final form

9. Commercial operation in relevant environment: solution is commercially available, needs

evolutionary improvement to stay competitive Mature

10. Integration at scale: solution is commercial but needs further integration efforts technologies

11. Proof of stability: predictable growth

lIPI network explaining acronyms TRL

Research 1-3

Demonstration 47 Non mature technologies

Commercial 8-11 Mature technologies

To formalize this distinction between mature and non-mature in the analysis, the company is asked to provide a detailed breakdown of R&D
expenditure by topic of R&D. Since defining whether a R&D is ‘mature’ or ‘non-mature’ is theoretically difficult, the classification is inversed,
and done based on the principle of exclusion. This methodology excludes only the low-carbon technologies that are considered mature in
terms of market position and levelized cost.
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The lists of mature and non-mature technologies below can be found in Annex 4 — Table 8 — List of ‘mature’ and ‘non-mature’ technologies.
These high-level categories come from relevant sectoral roadmaps [3] [35] [36]. Other climate mitigation technologies and low-carbon
products R&D topics than the ones listed may be eligible, if judged relevant (significant climate impact) by the analysts.

Mature climate mitigation technologies for the pulp & paper sector may include:

¢ Drying technologies
¢ Enzymatic pre-treatment
¢ Flash condensing with steam

The list of non-mature technologies is:

New drying technologies (steam/air impingement drying, condensing belt drying and impulse drying, etc.)
Mild repulping technologies (e.g., deep eutectic solvent pulping)
More effective fibre refining technologies

Innovative mechanical dewatering technologies

Advanced process control, machine learning and digital twins
Heat storage during breaks

Electricity for process heat

Electric drying assisting technologies

Hydrogen to increase pulp mills product portfolio

New systems eliminating or minimizing the use of vacuum
Integral drying and heat recovery processes

Paper making without water (e.g., flash condensing with steam)
Water removal without evaporation

Biorefineries

Carbon Capture, Utilization, and Storage (CCUS) technologies

® & & & O O O O O O O O o o o o

Black liquor gasification

FINAL SCORE

Pulp & Paper methodology | ACT Initiative | Methodology document | page 76



This indicator has two dimensions:

¢ The share of R&D costs/investments in low-carbon technologies compared to the total R&D costs/investments

¢ The share of R&D costs in non-mature technologies within the total R&D in low-carbon technologies.

DIMENSION 1

The analysis is based on the ratio of the company’s annual R&D investments in low-carbon technologies to its total annual R&D expenditure.

The score is calculated using the following formula:

Score = Share of low carbon R&D X 80%

A company whose share of low-carbon R&D exceeds 80% of its total R&D expenditure will receive the highest score.

DIMENSION 2

The analysis is based on the ratio of the company’s annual R&D investments in non-mature technologies to its total annual low-carbon R&D
expenditure.

The score is calculated using the following formula:

1
Score = Share of R&D costs in non mature technologies x 65%
0

A company whose share of low-carbon R&D in non-mature technologies exceeds 65% of its total low-carbon R&D expenditure will receive
the highest score.

AGGREGATE SCORE: DIMENSION 1: 50%, DIMENSION 2: 50%

RATIONALE PP 3.1 R&D SPENDING ON LOW-CARBON TECHNOLOGIES
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RATIONALE OF THE
INDICATOR

RELEVANCE OF THE INDICATOR:

R&D in low-carbon technologies and low-carbon products is included in this ACT Pulp & Paper Methodology for the following reasons:

L

To enable the transition, the sectors with heavy reliance on technology require the development of low-carbon solutions to replace
their currently high emitting production systems.

R&D is the main proactive action to develop these technologies, since many are not yet mature.

R&D is also one of the main tools to reduce the costs of a technology and low-carbon products in order to increase their market
penetration.

Aside from technology, companies can also invest in R&D on operational practices to optimize the carbon impact where they have
direct responsibility.

Lastly, the R&D investment of a company into non-mature technologies, practices, and low-carbon products allows for direct insight
in the company’s commitment to alternative technologies and products that may not currently be part of its main business model.

SCORING RATIONALE:

Expenditures over the last three years will be used for the indicator to consider that expenditure for major R&D projects may not be linear over

years.

Although this indicator may be based on a specific ratio in other ACT methodologies, no benchmark is available for this sector. Therefore,
thresholds have been defined using the ACT Generic Methodology.
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MODULE 4: INDIRECT OPERATIONS (WEIGHTING: 13 - 26%)

e PP 4.1 TREND IN PAST SCOPE 3 EMISSIONS (WEIGHTING: 2-11%)

DESCRIPTION & PP 4.1 TREND IN PAST SCOPE 3 EMISSIONS
REQUIREMENTS

SHORT DESCRIPTION
OF THE INDICATOR

A measure of the alignment of the company’s past purchased material (pulp or paper and board) emissions intensity trend with its future
low-carbon benchmark pathway. Also, this indicator measures the alignment of the company’s downstream emissions intensity of the
paper and board manufacturing process linked with the sold pulp. Therefore, it looks at the decarbonization pathway of the pulp & paper
and board suppliers (if the company purchases at least one of them), as well as the trajectory of the paper and board clients (if the
company sells pulp).

DATA
REQUIREMENTS

The relevant data for this indicator are:

¢ Regarding purchases only, for the reporting year AND reporting year minus five years:
o Pulp activity (if the company purchases pulp):
= CO; emissions related to the purchased pulp (in tCO, - scope 1 and 2 CO; emissions of the company’s
suppliers related to the pulp production processes of the pulp the suppliers sold to the assessed company —
only the emissions reported by suppliers)
= Weight of the purchased pulp for which the company has a CO; reporting from its suppliers (in metric tonnes
of air-dry pulp)
= Total weight of the purchased pulp (in metric tonnes of air-dry pulp)
o Paper and board manufacturing activity (if the company purchases paper and board):
= CO; emissions related to the purchased paper and board (in tCO; - scope 1 and 2 CO; emissions of the
company’s suppliers related to the paper and board manufacturing processes of the paper and board the
suppliers sold to the assessed company — only the emissions reported by suppliers)
=  Weight of the purchased paper and board for which the company has a CO; reporting from its suppliers (in
metric tonnes of paper and board)
=  Weight of the purchased paper and board (in metric tonnes of paper and board)
The purchased paper and board refers to the material used to manufacture final products and not to the paper
and board from waste sorting plants that is consumed to produce recovered fibre pulp.
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¢ Regarding sales only, for the reporting year AND reporting year minus five years:
o Paper and board manufacturing activity (if the company sells pulp):

=  CO; emissions of the paper and board manufacturing related to the pulp the company sold to its clients (in
tCO, - scope 1 and 2 CO; emissions of the company’s clients related to the paper and board manufacturing
processes with the pulp that the company sold to them — only the emissions reported by clients)

=  Weight of the sold pulp (in metric tonne of air-dry pulp)

=  Weight of the sold pulp for which the company has a CO, emissions reporting from its clients which
manufacture paper and board (in metric tonnes of air-dry pulp)

= Estimated weight of the manufactured paper and board with the pulp the company has sold to its clients for
which it has a CO; emissions reporting (in metric tonnes of paper and board)

If a company has started purchasing pulp or paper and board or selling pulp after reporting minus five years (e.g., reporting minus three

years), it shall report the data (volume and CO; emissions) at the year the company started purchasing/selling these materials (e.g.,
reporting year minus three years).

External sources of data used for the analysis of this indicator are:

¢ IEAETP 2017 [1] —background sector scenario adapted for the methodology (disaggregated by activity)

Please refer to sections 6.1.3 and 6.1.4 for a detailed explanation on how the activity and company benchmark are calculated.

HOW THE
ASSESSMENT WILL
BE DONE

This indicator is divided into two dimensions. The calculation of the score is the same for both dimensions.

¢ Dimension 1 which analyses upstream emissions (purchased material)
¢ Dimension 2 which analyses downstream emissions (paper and board manufacturing emissions with the sold pulp)

DIMENSION 1: PURCHASED PULP AND/OR PAPER AND BOARD

This dimension analyses upstream emissions, coming from purchased pulp and/or paper and board.

The company’s emissions intensity described below relates to the CO, emissions intensity of the purchased material (pulp and/or paper
and board). It is calculated as follows for reporting year and reporting year minus five years:
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Weighted average CO2 emission intensity (purchases)
_ Sumof scope 1 and 2 CO2 emissions of the suppliers for which the company has a CO2 reporting
" Total weight of the purchased material from suppliers for which the company has a CO2 reporting

If the company purchases both pulp and paper and board, dimension 1 will be considered twice (for the pulp and for the paper and
board).

DIMENSION 2: PAPER AND BOARD MANUFACTURING EMISSIONS WITH THE SOLD PULP

This dimension analyses downstream emissions, coming from the manufacture of paper and board out of the sold pulp.

The company’s emissions intensity described below relates to the CO, emissions intensity of the paper and board manufacturing of the
company’s clients with the sold pulp. It is calculated as follows for reporting year and reporting year minus five years:

Weighted average CO2 emission intensity (pulp sales)

_ Sumof scope 1 and 2 CO2 emissions of the paper and board manufacturers (clients)for which the company has a CO2 reporting
- Total weight of the paper and board produced with the sold pulp by the clients for which the company has a CO2 reporting

For both dimensions, the analysis is based on the comparison between the company’s recent (reporting year minus five years) emissions
intensity trend gradient (CR’s3) and the company’s decarbonization pathway trend gradient (CB’s3) in the short-term (reporting year plus
five years). The emissions intensity of the company at the reporting year (CEly) and the activity benchmark value of emissions intensity

in 2050 (SB20s0) are also considered to calculate the company’s score.
CR’s3 is the gradient of the linear trend-line of the company’s recent emissions intensity over time.
CB’s3 is the gradient of the linear trend-line of the company benchmark pathway emissions intensity (CBss3).

The difference between CR’s3 and CB’s3 will be measured by their ratio (rs3). This is the Transition ratio, which is calculated by the

following equation, with the symbol ‘ used to denote gradients:

CR's3

Rgz = —2
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CALCULATION OF THE SCORE
Four different cases are to be taken into consideration:

Case #1: CR's3is positive - Score = 0 (whatever the rs3 and CEly values)

Case #2: CR's3is negative and 0 < rs3 <1 and CEly is higher than SB2gsp = Score = rs3 (expressed as a percentage)
Case #3: CR's3is negative and rs3 =2 1 and CEly is higher than SB2gso = Score = 100%

Case #4: CR's3is negative and CEly is lower than SBagso = Score = 100% (whatever the rs3 value)

* & o o

(see indicator 2.1 for graphic illustrations).

Note: if the company can collect data about the weight and CO, emissions intensity for less than 80% of the purchased and/or sold
materials then the score is adjusted downwards proportionally to the weight of purchased and/or material that is not covered (e.g., for
purchase material: % = weight of material for which the company has a CO; reporting from its suppliers / weight of purchased material).
ACT encourages companies to require their suppliers/clients to provide a CO; emissions reporting. By doing so, companies force their
suppliers/clients to calculate their scope 1 and 2 carbon footprint, which is a key prerequisite of a robust decarbonization strategy. Also,
this CO; emissions reporting helps companies in their decision making for supplier/customer selection by including a carbon perspective
in the decision matrix.

Regarding dimension 1, if the company purchases both pulp and paper and board, then the final score for dimension 1 is obtained by
doing a weighted average of the two sub-scores based on the purchased weight of both materials.

WEIGHTINGS

The company The company The company does The company neither
purchases pulp and/or | purchases pulp and/or | not purchase pulp nor § purchases pulp and/or
paper& board and paper& board and paper& board and paper& board nor
sells pulp does not sell pulp sells pulp sells pulp*
Dimension 1 75% 0% 100% 0%
Dimension 2 25% 100% 0% 0%

* If the company does not purchase any pulp or paper and board and does not sell pulp, then it is not assessed on this indicator and the
weighting for this indicator is allocated as follows depending on the player:
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¢ Pulp & paper producers (5% weighting): 2% goes to PP 4.2, 2% to PP 4.3 and 1% to PP 4.4
¢ Semi-integrated and integrated companies (2% weighting): 1% goes to PP 4.2, 1% goes to PP 4.3

RATIONALE PP 4.1 TREND IN PAST SCOPE 3 EMISSIONS

RATIONALE OF THE RELEVANCE OF THE INDICATOR:
INDICATOR
Trend in past emissions intensity is included in this ACT methodology for the following reasons:
¢ The trend shows the speed at which the company has been reducing its scope 3 upstream and downstream emissions intensity
(related to suppliers/clients) over the recent past. Comparing this to the decarbonization pathway gives an indication of the
scale of the change that needs to be made within the company to bring it onto a low-carbon pathway. Recent emissions
intensity performance indicates the company’s progression towards the future emissions intensity necessary to decarbonize
in-line with a low-carbon scenario.
¢ While ACT aims to be as future-oriented as possible, it nevertheless does not want to solely rely on projections of the future,
in a way that would make the analysis too vulnerable to the uncertainty of those projections. Therefore, this measure, along
with projected emissions intensity and absolute emissions, forms part of a holistic view of company emissions performance
in the past, present, and future.

SCORING RATIONALE:

While ‘gap’ type scoring is preferred where possible for any indicator, this indicator only looks at past emissions and would therefore
require a different baseline in order to generate a gap analysis. Thus, instead of a gap analysis, a trend analysis is conducted to
compare current data of the company to the past data and improvements that have been made since the past data. An advantage of
this trend analysis is that trends can be compared directly, and a score can be directly correlated to the resulting ratio. The reason for
a higher weighting on dimension 1 is that it is more difficult for companies to act on the decarbonization of their clients than on the
decarbonization of their suppliers.

e PP 4.2 SHARE OF RECOVERED FIBRES AND VIRGIN FIBRES CERTIFIED FROM SUSTAINABLY MANAGED FORESTS IN THE SOLD MATERIAL
(WEIGHTING: 5-10%)

DESCRIPTION & PP 4.2 SHARE OF RECOVERED FIBRES AND VIRGIN FIBRES CERTIFIED FROM SUSTAINABLY MANAGED FORESTS IN THE SOLD MATERIAL
REQUIREMENTS
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SHORT
DESCRIPTION
OF THE INDICATOR

The indicator evaluates the share of recovered fibres and virgin fibres certified from sustainably managed forests in the sold material in order to
contribute to a sustainable global fibre supply. This indicator rewards companies using recovered fibres, or those which trace the origin of the wood
consumed to produce virgin fibres and can guarantee that it comes from sustainably managed forests.

DATA
REQUIREMENTS

The relevant data for this indicator are:

¢ Share of recovered and sustainable fibre regarding the total volume of production:
o Ifthe last step of the company activity in the value chain of the scope of the sector is pulp production:
= Total volume of production of pulp (in metric tonne of produced air-dry pulp)
= Volume of pulp produced with certified recovered fibres and virgin fibres certified from sustainably managed forests* (in
metric tonne of produced air-dry pulp)
o Ifthe last step of the company activity in the value chain of the scope of the sector is paper and board manufacturing:
= Total volume of consumption of pulp (in metric tonne of consumed air-dry pulp)
= Volume of consumption of pulp produced with certified recovered fibres and virgin fibres certified from sustainably
managed forests* (in metric tonne of consumed air-dry pulp)
o Ifthe last step of the company activity in the value chain of the scope of the sector is paper and board converting:
= Total volume of consumption of paper and board (in metric tonne of consumed paper and board)
= Volume of production of pulp produced with certified recovered fibres and virgin fibres certified from sustainably managed
forests™ (in metric tonne of consumed paper and board)

* See below in the “How the assessment will be done” part the certifications that the pulp or paper and board must have to be considered in this
category.

The table below helps identifying the last step of the value chain of a company depending on the activity or activities within the scope of the sector

the company performs.

Activity (activities) the company performs Last step of the value chain
Only pulp production pulp production
Only paper and board manufacturing paper and board manufacturing
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Only paper and board converting paper and board converting

Pulp production + paper & board manufacturing paper and board manufacturing
Paper & board manufacturing + converting paper and board converting
Pulp production + paper & board converting paper and board converting

Pulp production + paper & board manufacturing +

converting paper and board converting

CDP forests questionnaire 2021 and mapping to this indicator:

SF1.1
F1.3

F1.5b
F6.1a
F6.3a

* & & o o

HOW THE For this indicator, the analysis is based on the company’s share of recovered fibres and virgin fibres certified from sustainably managed forests in
ASSESSMENT WILL

BE DONE

the sold material.

The share Ry is calculated as described in the following table:

Last step of the

company in the Calculation method of Ry,
value chain

Volume of production of pulp coming from certified recovered fibres
Last step is pulp and virgin fibres from sustainably managed forests
production R — (in metric tonne of air — dry pulp)
RE™ Total volume of production of pulp (in metric tonne of produced air — dry pulp)
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Volume of consumption of pulp coming from certified recovered fibres
Last step is paper and and virgin fibres from sustainably managed forests

board manufacturing Ro = (in metric tonne of air — dry pulp)

RE™ Total volume of consumption of pulp (in metric tonne of produced air — dry pulp)

Volume of consumption of paper board coming from certified recovered fibres
and virgin fibres
from sustainably managed forests
_ (in metric tonne of paper board)
" Total volume of consumption of paper & board (in metric tonne of paper & board)

Last step is paper and
board converting

RRF

Clarification on the criteria to meet for all companies except for the converting companies (performing only the paper and board converting activity):

¢ Volume of pulp production or consumption of pulp that can be reported for the numerator of the above fraction includes:
o for the pulp from recovered paper, fibres that are labelled with:
= FSC recycled
= PEFC recycled
= EN463
o and/or for the virgin fibre pulp, fibres that are labelled with:
= FSC Forest management certification
= FSC Forest management group certification
= FSC SLIMF (small or low-intensity managed forest)
= PEFC Sustainable Forest Management certification
= PEFC Group forest management certification
= PEFC National forest certification system
=  Sustainable Forest Initiative Forest Management Standard

¢ Volume of consumed paper and board that can be reported in the numerator of the above fraction are paper and board that were

produced with:
o Virgin fibres labelled with the certification schemes listed above and where the chain of custody has not been breached
o Recovered fibres labelled with the certification schemes above
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Clarification on the criteria to meet for converting companies (performing only paper and board converting activity):

¢ Volume of consumed paper and board that can be reported in the numerator of the above fraction are paper and board that were
produced with:

o Virgin fibres labelled with the certification schemes listed above and where the chain of custody has not been breached

o Virgin fibres labelled under FSC Chain of Custody (related material might be qualified as FSC controlled wood, and branded
“FSC Mix”)

o Virgin fibres labelled under PEFC Chain of Custody (related material might be qualified as PEFC controlled sources and branded
“PEFC Mix")

o Recovered fibres labelled with the certification schemes above

The ACT Pulp & Paper Methodology introduces a transitional safeguard: FSC certification is required for countries where deforestation could be
linked to fibre plantation activity. Identified countries where there are “hotspots” of deforestation are: Argentina, Brazil, Cambodia, Indonesia,
Paraguay, Malaysia and Vietnam. [37] [38] [39]. This list should evolve across time with available literature.

Except in the case of a converting company, materials certified as PEFC controlled sources or FSC controlled wood shall not be accepted for this
indicator which focuses on ensuring sustainable forest management and incentivizing traceability of wood back to harvesting. Thus, materials that
are labelled under FSC Chain of Custody or PEFC Chain of Custody and fall into the category of FSC controlled wood or PEFC controlled sources
are not considered for this indicator but can be valued under dimension 1 of the indicator PP 4.3 Action on deforestation and sustainable material
procurement.

Fibres certified as controlled sources or controlled wood rely on supply chain certification models such as credit or mass-balanced approach which
might not provide enough guarantees on the purchased/procured fibres regarding deforestation, conversion-risks and on the type of implemented
forest management. Furthermore, the approach of favouring certification standards that rely on segregated or identity-preserved supply chain
model aligns with the Accountability Framework Initiative® which is a coalition of organizations dedicated to protecting forests and natural systems.
A segregated or identity-preserved material ensures that the material originates from certified sources and is kept separate from non-certified
sources throughout the supply chain.

% To know more about AFI, please consult AF| website : Who's involved | Accountability Framework (accountability-framework.org)
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RATIONALE

PP 4.2 SHARE OF RECOVERED FIBRES AND VIRGIN FIBRES CERTIFIED FROM SUSTAINABLY MANAGED FORESTS IN THE SOLD MATERIAL

RATIONALE OF THE
INDICATOR

RELEVANCE OF THE INDICATOR:

Ensuring that fibres are sourced from sustainably managed forests and incentivizing companies to use recovered fibres is crucial. Indeed,
Sustainable Forest Management (SFM) certifications contribute to mainstream climate-positive forestry practices such as GHG emissions
reduction, protection of ecologically important forest areas, ensuring that average carbon stocks do not decrease with time and that native forests
and ecologically important non-forest lands (e.g., peatlands) are not converted into fibre plantations. In addition, working towards a high share of
recovered fibres in the final sold material helps to ease the pressure on wood as a raw material

SCORING RATIONALE:

This indicator focuses on efforts from companies to source virgin fibres from forests with sustainable forest management certifications and use
recovered fibre in the sold material. Thus, virgin fibres that are certified as not coming from controversial sources (e.g., FSC Controlled Wood or
PEFC Controlled Sources) are not considered in this indicator but will be accounted for in the indicator 4.3 which focuses on companies’
commitments to halt deforestation.

The methodology acknowledges the need of a certain level of virgin fibres to manufacture several final products due to:

¢ Sanitary constraints for certain products
¢ Unavoidable losses occurring during the paper and board recycling process
¢ Degradation of fibre quality after multiple uses
+ Significant variation of collection rate between countries, impacting availability of recovered paper and therefore leading to an inequal
access to recovered fibres across the world
Rationale:

Fibre plantations have been identified as one of the drivers of deforestation [37] [38] [10]. At least 100,000 ha/year of forests have been converted
into fibre plantations between 2001 and 2015. For countries where there might be tree cover loss related to deforestation, FSC labelled materials
(FSC) will be required to ensure sourcing from sustainably managed forests. This rationale is based on references highlighting additional
requirements in the FSC framework regarding identification of HCV zones and a no-expansion policy of fibre plantations on High Carbon Value
areas [40], [41]. Although an updated sustainability benchmark has been elaborated by PEFC in 2018 [42], there is a delay period before criteria
defined in this sustainability benchmark are integrated into the PEFC system and in particular by national schemes endorsed by PEFC. This delay
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in integrating the updated PEFC sustainability benchmark, which contains significant improvement compared to the precedent one, can be
considered as a factor weakening the PEFC certification scheme [43]. A comprehensive assessment of certification in the forest sector carried out
by the European commission [44] highlighted additional gaps regarding PEFC controlled sources related to legal requirements at the forest level
and to trade and customs laws. In particular it was highlighted that the definition of controversial sources leaves gaps. Identified countries where
there are “hotspots” of deforestation linked to production of fibre and that are in the geographical scope of the WRI study are: Argentina, Brazil,
Cambodia, Indonesia, Paraguay, Malaysia and Vietnam. [37] [38] [39]

NOTE:

Virgin fibre pulp manufacturing processes usually require more energy than recovered fibre pulp processes but usually use renewable energy
(biomass — thanks to co-products of the processes). Thus, ensuring the decarbonization of the energy used to produce pulp from recovered fibre
is key to ensure a global decrease in GHG emissions. Therefore, the indicator PP 4.2 is complementary to indicator PP 2.5 looking at the low-
carbon aspect of the energy consumption.

If a company uses recovered fibres which do not benefit from a third-party certification listed above, which as a result penalizes it for this indicator,
it should be reflected positively in the narrative score (for example in the dimension “Consistency and credibility”).

PP 4.3 ACTION ON DEFORESTATION AND SUSTAINABLE WOOD PROCUREMENT (WEIGHTING: 3-6%)

DESCRIPTION &
REQUIREMENTS

PP 4.3 ACTION ON DEFORESTATION AND SUSTAINABLE WOOD PROCUREMENT

SHORT
DESCRIPTION
OF THE INDICATOR

This indicator integrates two dimensions:
¢ Dimension 1: based on principles and definition outlined by the Accountability Framework Initiative (AFI) [45], this dimension
evaluates the current commitments and actions of the company to procure sustainable material, ban deforestation, implement a
supply chain traceability system and track progress to meet these commitments.
¢ Dimension 2: based on the company’s commitments evaluated in methodologies such as the Environmental Paper Company Index
(EPCI) developed by WWF and assessments carried out by Global Canopy in “Forest 5007, this dimension focuses on the company’s
future commitments to ensure procurement of sustainable material.

DATA
REQUIREMENTS

The relevant data for this indicator are:

¢ Commitments and information on the implementation of actions to ban deforestation

¢ Commitment on responsible procurement of wood fibres

Pulp & Paper methodology | ACT Initiative | Methodology document | page 89



CDP climate change questionnaire 2021 mapping to this indicator:

F21
F6.1a
F6.2
F6.3
F6.4

* & & o o

External sources of data that can be used for the analysis of this indicator are:

¢ Global Canopy, The Forest 500: 2019 Company Assessment Methodology, 2019 [46]
¢ WWEF, Environmental Paper Company Index, 2019 [47]

HOW THE
ASSESSMENT WILL
BE DONE

The score of this indicator is based on two dimensions:

DIMENSION 1: ACTION ON DEFORESTATION AND SUPPLY CHAIN TRACEABILITY SYSTEMS

This maturity matrix is loosely derived from indicators from the Forest 500 methodology by Global Canopy and integrates definitions and

principals outlined in the Accountability Framework Initiative (AFI).

Subdimension

Standard

Advanced

Next practice

Low-carbon

aligned

R R R RS ——————————————————————————"— T
Associated
0% 25% 50% 75% 100%
score
1. Action to ensure no-deforestation, no-conversion and sustainable procurement
Company’s The company has The company’s The company’s The company’s The company’s
public . commitment commitment commitment commitment
no commitment o
commitments related to includes a zero- includes a zero- includes a zero- includes a zero- 15%
to implement a . deforestation deforestation deforestation deforestation
deforestation.
zero- commitment with commitment with commitment with commitment with
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deforestation,
zero-
conversion and
sustainable
procurement

The cut-off date
used in the
maturity matrix
specifies the date
at which
deforestation/con
version of an
area is declared
non-compliant
with the
commitment. [48]

a target date but
WITHOUT a cut-
off date.

a target date AND
a cut-off date.

a cut-off date.

Additionally, the
commitment
includes either:

- a commitment
to take
appropriate
measures to
support the
long-term
protection of
natural forests
(identification of
natural forests /
vulnerable sites
such as High
Carbon Value
(HCV) /High
Carbon Stock
(HCS) areas).

OR

- a commitment
that explicitly
excludes
conversion of
natural
ecosystems
(e.g., peatlands)

a target date AND | a target date AND

a cut-off date.

Additionally, the
commitment
includes both:

- a commitment
to take
appropriate
measures to
support the
long-term
protection of
natural forests
(identification of
natural forests /
vulnerable sites
such as High
Carbon Value
(HCV) /High
Carbon Stock
(HCS) areas).

AND

- a commitment
that explicitly
includes
conversion of
all-natural
ecosystems
(e.g., peatlands)
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into fibre
plantations.

into fibre
plantations.

The commitment
applies to either:

The commitment
applies to both:

- all regions - all regions
Scope of the
. OR AND
commitment
i The scope of the
regarding the ] . - all company - all company
commitment is . . 5%
company’s . operations operations
not defined.
direct (forest (forest
operations harvesting, pulp harvesting, pulp
production, etc.) production, etc.)
including parent including parent
companies. companies.
The commitment
applies to direct
Scope of the and indirect
commitment The scope of the The commitment suppliers — if
regarding the commitment is applies to direct applicable. 5%
company’s not defined. suppliers only. oR
supply chain
the company has
no suppliers.
No commitment / Progress in the Progress in the Progress in the
Company’s No publicly implementation of | implementation of | implementation of
available commitments is commitments is commitments is 10%
(4

reporting on
commitments

reporting of
progress on
commitments.

publicly reported
in a quantifiable
way for at least

publicly reported
in a quantifiable
way for at least

publicly reported
in a quantifiable
way for at least
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two consecutive

years.

The progress
tracking is
aggregated at the
corporate level
(no granularity in
the reporting).

two consecutive

years.

The progress
tracking is
available per

sourcing region.

two consecutive

years.

The progress
tracking is
available per

sourcing region.

High risk and low-
risk areas are
identified and

progress of
commitments in
these areas is
disclosed with
adequate
granularity.

Supply chain trac

eability system and monitoring syste

ms

Scope of the
supply chain
traceability

system

No supply chain
traceability
system is

implemented.

The supply chain
traceability
system is partially
implemented.

The supply chain
traceability
system includes

some Tier 1 and

The supply chain
traceability
system is fully
implemented and
traces back to the
production unit.

The supply chain
traceability
system includes

all Tier 1 and Tier

10%
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Tier 2 suppliers (if
concerned).

2 suppliers (if
concerned).

Content of the
supply chain
traceability
system
implemented
by the
company

No supply chain
traceability
system is

implemented

The company has
implemented a
supply chain
traceability
system

The methodology
used to ensure
traceability is
disclosed. (see
the list of
traceability
methods below)

OR

The status of
traceability is
disclosed (e.qg.,
proportion of the
supply chain

adequately traced
and, remaining
supply chain
segments to be
traced)

The company has
implemented a
supply chain
traceability
system

The methodology
used to ensure
traceability is
disclosed.

(see the list of
traceability
methods below)

AND

The status of
traceability is
disclosed (e.g.,
proportion of the
supply chain
adequately traced
and, remaining
supply chain
segments to be
traced).

The company has
implemented a
supply chain
traceability
system

The traceability
status and the
methodology to
ensure
traceability are
disclosed.

AND

The risk
assessment to
identify risks of
non-compliance

with the

company’s
commitment is
performed (but
not on regular
basis).

The company has
implemented a
supply chain
traceability
system.

The traceability
status and
methodology to
ensure
traceability are
disclosed.

AND

The risk
assessment to
identify risks of
non-compliance

with the

company’s
commitment is
performed and
updated
periodically or a
risk assessment
is conducted for
every new
supplier.

25%

Pulp & Paper methodology | ACT Initiative | Methodology document | page 94




Monitoring and
verification
systems
implemented
by the
company

No monitoring
system
implemented.

Ground-based
monitoring tool
(site-based
ecological
monitoring or
auditing
document, efc.)
OR geo-spatial-
based monitoring
tool.

Ground-based
monitoring tool
(site-based
ecological
monitoring or
auditing
document, etc.)

OR Geo-spatial-
based monitoring
tool.

AND

Information
gathered through
the monitoring
tool is verified by
a third party (for
example a
certification
system).

Ground-based
monitoring tool
(site-based
ecological
monitoring or
auditing
document etc.)
AND geo-spatial-
based monitoring
tool.

AND

Information
gathered through
the monitoring
tools is verified by
a third party (for
example a
certification
system).

Ground-based
monitoring tool
(site-based
ecological
monitoring or
auditing
document, etc.)

AND geo-spatial-
based monitoring
tool.

AND

Information
gathered through
the monitoring
tools is verified by
a third party (for
example a
certification
system).

Company has
plans and
procedures for
the use of
monitoring
information to
inform decision-
making and
influence
behaviour within

15%
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the company and
its suppliers.

3. Current level of sustainable sourcing of virgin fibres

Company’s
current level of
sustainable
sourcing of
virgin fibres

Less than 50% of
virgin fibres is
certified by a

third-party
certification
scheme.

Between 50%
and 60% of virgin
fibre is certified by

a third-party
certification
scheme (FSC,
PEFC, FSC CoC,
PEFC CoC, SFI).

Between 60%
and 75% of virgin
fibres is certified

by a third-party

certification
scheme (FSC,
PEFC, FSC CoC,
PEFC CoC, SFI).

Between 75%
and 95% of virgin
fibres is certified

by a third-party

certification
scheme (FSC,
PEFC, FSC CoC,
PEFC CoC, SFI).

Between 95%
and 100% of
virgin fibres is
certified by a
third-party
certification
scheme (FSC,
PEFC, FSC CoC,
PEFC CoC, SFI).

15%

The Accountability Framework Initiative (AFI) distinguishes four ways to implement a robust supply chain traceability system [45]:

1) Tracing materials back to the original production or processing units

2) Tracing materials back to an intermediate supplier that itself has effective control mechanisms in place to ensure that its supplies

are traced to the original production or processing units
3) Utilizing credible certification systems (as defined in indicator 4.2)
4) Tracing materials to jurisdictions or areas documented to be low-risk

DIMENSION 2: COMMITMENT TO INCREASE SUSTAINABLE WOOD PROCUREMENT

This maturity matrix is based on the questionnaire developed by the WWF, the Environmental Paper Company Index (EPCI) [47]. It deals
with the current policies implemented by the company to exclude controversial supply of fibres and the targets it has defined for the near

future to increase responsible and sustainable sourcing.
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Low-carbon
Question Standard Advanced

Next practice

aligned

Weighting
Associated
0% 25% 50% 75% 100%
score
What are the company’s sustainable material procurement commitments in the future ?
Public
commitment to
Public reach 100% of
commitment to virgin fibres
reach 100% of coming from
Public virgin fibres sustainably
Commitment to commitment with coming from managed
increase the a quantifiable sustainably forests, with a
share of virgin target to managed time-bound
fibre coming No public increase the forests, with a target. 259
from commitment. share of virgin time-bound If the company is
sustainably fibres coming target. active in
managed from sustainably Public countries where
forests managed commitment there is high risk
forests. does not rely on | of deforestation,
third party the commitment
certification should rely on
scheme. robust third-party
certification
schemes.
Commitment to No public Public Public
reduce the commitment. commitment to commitment to 25%
amount of reduce fibres reduce fibres
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fibres (virgin or

(virgin or

(virgin or
recovered) used

recovered) recovered) used
used in the sold in the sold in the sold
material material through material through
through material material
material efficiency efficiency
efficiency measures. measures with a
measures quantitative and
time-bound
target.
Public
Public commitment to

Commitment to
increase the

commitment to
increase the

increase the
share of
recovered fibres

No public
share of ) share of . 25%
commitment. . in the sold
recovered recovered fibres ) )
i . material with a
fibres in the sold o
i quantitative and
material. )
time-bound
target.
Public
Commitment to . commitment to
i Public ]
increase the . increase the
commitment to
use of ) share of
) ) increase the N
alternative No public alternative fibres
i ) share of . 25%
fibres commitment. o in the sold
i alternative fibres ) .
(agricultural . material with a
in the sold o
waste, recycled ] quantitative and
i material. )
textile, etc.) time-bound
target.
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For all companies, the commitment to increase virgin fibres from sustainably managed forest shall rely on the following credible third-party
forest certification:

FSC Forest management certification

FSC Forest management group certification

FSC SLIMF (small or low-intensity managed forest)

PEFC Sustainable Forest Management certification

PEFC Group forest management certification

PEFC National forest certification system

Sustainable Forest Initiative Forest Management Standard
FSC Chain of Custody

PEFC Chain of Custody

® ¢ 6 & 6 o O 0o o

On anindicative basis, identified countries where there are areas of deforestation that can be linked to fibre plantation activities are: Argentina,
Brazil, Cambodia, Indonesia, Paraguay, Malaysia and Vietnam. [37] [38] [39]. This list should evolve with available literature. In case of
companies operating in countries where there might be a risk of forestation linked to the production of virgin fibres, FSC forest management
certification is required (see rationale from indicator 4.2).

For the dimension 2 “Commitment to increase sustainable material procurement”, if a company:

¢ Has 100% of its virgin fibres coming from sustainably managed forests, associated points from the sub-dimension “Commitment to
increase the share of virgin fibre coming from sustainably managed forests” will be reallocated uniformly to the remaining sub-
dimensions assessing commitments to increase efficient use of fibres, recovered fibres or the use of alternative fibres resulting in a
coefficient of 100%/3 instead of 25%.

¢ Has 100% of overall fibres coming from recovered fibres, associated points from the sub-dimension “Commitment to increase the
share of recovered fibres” will be reallocated uniformly to following sub-dimensions: increase efficient use of fibres and increase the
use of alternative fibres resulting in a coefficient of 50% instead of 25%.

WEIGHTINGS
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Pulp and paper & board Integrated and semi- Converting company

manufacturers integrated companies

Dimension 1: ACTION ON DEFORESTATION

AND SUPPLY CHAIN TRACEABILITY 75% 75% 0%
SYSTEMS
Dimension 2: COMMITMENT TO INCREASE 25% 25% 100%

SUSTAINABLE MATERIAL PROCUREMENT

Note: other aspects related to responsible sourcing (e.qg., biodiversity considerations) shall be taken into account in the narrative score.

RATIONALE PP 4.3 ACTION ON DEFORESTATION AND SUSTAINABLE WOOD PROCUREMENT

RATIONALE OF THE RELEVANCE OF THE INDICATOR:

INDICATOR
Sustainable forest management is key for wood-based products and wood is one of the main commaodities linked to deforestation [49] [50]

[38], therefore robust commitment and supply chain traceability systems are needed in order to halt deforestation. Implementing a supply
chain traceability system that encompasses the whole value chain enables companies to lower the risk to be indirectly linked with
deforestation. The second subdimension focuses on commitments taken by the company that are publicly available and aim at increasing

sustainable material procurement.

e PP 4.4 INBOUND AND OUTBOUND TRANSPORTATION EMISSIONS PERFORMANCE (WEIGHTING: 1-2%)

DESCRIPTION & PP 4.4 INBOUND AND OUTBOUND TRANSPORTATION EMISSIONS PERFORMANCE
REQUIREMENTS

SHORT
DESCRIPTION
OF THE INDICATOR

The purpose of this indicator is to analyse the strategy and implemented actions to reduce GHG emissions due to inbound/outbound transportation
(including internal transportation - transport of material produced by the same company from one mill to another, such as pulp to the paper mill).
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REQUIREMENTS

The data needed to answer the questions in the maturity matrix are:
¢ [For in house transportation] —

o Details on GHG emissions reporting (GHG emissions, travelled tonnes, travelled km, coverage)
o Details on targets

o Details on implemented actions on operations and materials to reduce these direct GHG emissions
¢ [For outsourced transportation] -

o Details on GHG emissions reporting from transportation companies
o Details on targets

o Details on strategy and implemented actions to reduce these indirect GHG emissions

¢ CDP climate change questionnaire 2021 mapping to this indicator:
o C4.3b (emissions reduction initiatives, including transportation)

o (€121 & C12.1a (implemented actions to reduce emissions from outsourced activities)

ASSESSMENT WILL

Three categories of company are proposed in this indicator, relating to the percentage of GHG emissions related to inbound/outbound
transportation that is in-house or outsourced:

1. Companies that almost fully outsource the inbound/outbound transportation related to their pulp & paper activities:

o Applies to companies for which more than 75% of GHG emissions related to inbound/outbound transportation is due to outsourced
transportation. When the company almost fully outsources the inbound/outbound transportation related to its pulp & paper
activities, the indicator assesses how robust the reporting of GHG emissions from transportation companies is, if the company
has defined a specific GHG emissions reduction target or included it in a global GHG emissions reduction target, and the past
and present actions that the company has implemented to reduce these emissions.

o “Almost fully outsourced transportation” weighing used for sub-dimensions in the maturity matrix

2. Companies that partially perform the inbound/outbound transportation related to their pulp & paper activities in-house:

o Applies to companies for which 25% to 75% of GHG emissions related to inbound/outbound transportation is due to outsourced
transportation.
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o When the company partially performs the inbound/outbound transportation related to its pulp & paper activities in-house, then the
company is also assessed on the following topics: how robust the GHG emissions and fleet carbon efficiency (in gCOze/t.km)
measurement is, and the past and present actions that the company has implemented to reduce these scope 1 and 2 emissions
(actions on both materials and operations — only for truck and utility vehicles).

o “Partially in-house transportation” weighing used for sub-dimensions in the maturity matrix

3. Companies that almost fully perform the inbound/outbound transportation related to their pulp & paper activities in-house:
o Applies to companies for which less than 25% of GHG emissions related to inbound/outbound transportation is due to outsourced
transportation.
o When the company almost fully performs the inbound/outbound transportation related to its pulp & paper activities in-house, then
the company is not assessed on the outsourced transportation topics.
o “Almost fully in-house transportation” weighing used for sub-dimensions in the maturity matrix

The score is calculated using the following maturity matrix.

Question

Basic

Standard

Advanced

Next practice

Low-carbon
aligned

Weighting
Assoctated 0% 25% 50% 75% 100%

‘eporting —in- | The company is ablo to calouate ablo to catoulate | Almost fully
P houge able to calculate precisely, using precisely, using UL
transportation the GHG fue,l fue,l ST
P i emissions due . . 0%

only: to inbound / coqsumptlon, consumption,
Is the company | )P0 its GHG fts GHG Partially in-
able to determine . emissions due emissions due
with a high transportation of to inbound / to inbound / e
certainty GHG pulp & paper outbound outbound transportation:
. related activities . . 10%
emissions due to performed with transportation of transportation of
U its own vehicle pulp & paper pulp & paper Almost fully in-
transport of related activities related activities
. fleet for less . . house
material related to o : performed with performed with .
than 50% of its ) . . . transportation:
pulp & paper total vehicle its own vehicle its own vehicle 15%
activities fleet for at least fleet for 100% ¢
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performed by its
own vehicle fleet?
(in reporting year)

fleet with fuel
consumption.

(Thus, the use
of generic
emissions
factors (in

gCOze/t.km)
from general
databases is
not considered
to meet the
criteria.)

50% of its total
vehicle fleet.

(Thus, the use
of generic
emissions
factors (in

gCOze/t.km)
from general
databases is
not considered
to meet the
criteria.)

of its total
vehicle fleet.

(Thus, the use
of generic
emissions
factors (in

gCOye/t.km)
from general
databases is
not considered
to meet the
criteria.)

GHG emissions
reporting — in-
house
transportation
only:

Is the company
able to determine
with a high
certainty the
carbon efficiency
(in gCO2e/t.km) of
its vehicle fleet
used for
inbound/outbound
transport of
material related to
pulp & paper
activities?
(reporting year)

The company is
able to calculate
the carbon
efficiency of its
vehicle fleet due
to inbound /
outbound
transportation of
pulp & paper
related activities
performed in
house for less
than 50% of its
total vehicle
fleet.

(Thus, the use
of generic
emissions
factors (in

gCOge/t.km)
from general
databases is
not considered
to meet the
criteria.)

The company is
able to calculate
precisely (using
fuel
consumption,
travelled
tonnes and
travelled km),
the carbon
efficiency of its
vehicle fleet due
to inbound /
outbound
transportation of
pulp & paper
related activities
performed in
house for at
least 50% of its
total vehicle
fleet.

(Thus, the use
of generic
emissions
factors (in

gCOselt.km)
from general
databases is

The company is
able to calculate
precisely (using
fuel
consumption,
travelled tonnes
and travelled
km), the carbon
efficiency of its
vehicle fleet due
to inbound /
outbound
transportation of
pulp & paper
related activities
performed in
house for 100%
of its total
vehicle fleet.

(Thus, the use
of generic
emissions
factors (in

gCOze/t.km)
from general
databases is
not considered

Almost fully
outsourced
transportation:
0%

Partially in-
house
transportation:
10%

Almost fully in-
house
transportation:
15%
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not considered to meet the
to meet the criteria.)
criteria.)
GHG emissions
gz’::ngcge; -lr'geu(;?ens] p;anndy The company ﬁlll'?s%stjrggtljy
. qul requires and L
transportation obtains from obtains from at transportation:
only: less than 50% least 50% of its Robust and 20%
Is the company of its trans or::ation third-party
able to determine transportation subco%tractors certified GHG Partially in-
with a high subcontractors a precise GHG emissions data house
certainty GHG a precise GHG pemissions on 100% of transportation:
emissions due to emissions reporting linked subcontracted 10%
outsourced reporting linked tpo its gul & activity on the
inbound/outbound to its pulp & aper aa:ti\rl)ities reporting year. | Almost fully in-
transport related paper activities (?n Et)he reporting house
to pulp & paper | on the reporting ear transportation:
activities? year. year. 0%
(reporting year)
GHG emissions
reductions on
materials™ - in- Almost fully
house outsourced
transportation transportation:
only: is the 0%
__ company . 2 actions at 3 to 4 actions at 5 actions are At_Ieast 6 ., .
implementing, or No action has . . : actions are Partially in-
has it planned to been most are being most are being being bein house
. prann , implemented / implemented / implemented / . 9 .
implement in the implemented . . . implemented / | transportation:
planned in the planned in the planned in the . o
next three years, nor planned. planned in the 20%
L : next 3 years. next 3 years. next 3 years.
significant actions next 3 years.
for GHG Almost fully in-
emissions house
reduction of the transportation:
material? (list of 25%

actions described
below™)
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GHG emissions
reductions on
operations’ — in-

Almost fully
house
transportation AL
P . transportation:
only: is the 0%
0
__ company . . . At least 6
implementing, or 2 actions at 3 to 4 actions at | 5 actions have actions have Partially in-
has it . most have been | most have been been y
. ) No action has . . . : . . been house
implemented in implemented in | implemented in | implemented in | . . .
. been implemented in | fransportation:
the last five years, . the last 5 years | the last 5 years | the last 5 years o
™ . implemented. the last 5 years 20%
significant actions or planned for or planned for or planned for
. . ) or planned for
for GHG this year. this year. this year. . ,
. this year. Almost fully in-
emissions
reduction on ETET .
. transportation:
operations? !
. . 25%
(list of actions
described
below™™)
Past and present
actions to
reduce these
GHG emissions Almost fully
— outsourced outsourced
transportation* transportation:
only: 60%
what actions is the 2 action at most | 3 to 4 actions at 5 actions at 6 actions at
company currently No action has have been most have been | most have been | least have been Partially in-
implementing, or been implemented in | implemented in | implemented in | implemented in house
has it implemented the last 5 years | thelast 5 years | the last 5 years | thelast 5 years | transportation:
implemented in P ’ or planned for or planned for or planned for or planned for 20%
the last five years, this year. this year. this year. this year.
to lower the GHG Almost fully in-
emissions due to house
outsourced transportation:
transportation? 0%
(list of actions
described below
***)
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A specific target
has been Almost fully
defined
Targets — all . outsourced
. regarding GHG .
c%rzg :7;’23' GHG emissions A specific taraet emissions due transgg:/tat:on.
company include | Transportation due to inbound / Fr)was beeng o inbound / ’
trang oﬁation in is notFi)ncIuded outbound defined outbound Partially in-
P . transportation is . transportation y
another global in the scope of included in the regarding GHG as well as other house
GHG emissions a GHG emissions due o transportation:
reduction target emissions scope of a to inbound / specific and 10%
: g : global GHG ambitious e
(like scope 3) or | reduction target. emissions outbound targets on
has it defined a . transportation. 9 . Almost fully in-
specific one for reduction target. transportation house
. (e.g., “100% .
transportation? transportation:
low-carbon 20%
transportation in °
20307).

*  Actions eligible for GHG emissions reduction on material (only truck and utility vehicles) are:
o Use/purchase of low-carbon vehicles (using 100% electricity supplied by rather a low-carbon source, hybrid, using low-carbon
hydrogen, using BioGNV, or using sustainable biofuels)
o Fuel efficiency devices
o Preventive maintenance
o Speed limitation devices
o Predictive cruise control devices
o Real-time fuel economy monitors (linked to driving methods)
o Tire pressure monitoring systems
o Low rolling resistance tires

Other actions than the ones listed above may be eligible, if judged relevant (significant climate impact) by the analysts.
For each action reported, the company shall provide:

¢ The type of action

¢ A short description of the action (goals, the implementation process, the monitoring of the action)

t  Actions eligible for GHG emissions reduction on operations (only trucks and utility vehicles) are:
o Eco-driving (above 50% of the drivers have received a specific training)
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Routing optimization

Load factor optimization

Reduction of empty runs

Improve backhauling

Speed regulation with Intelligent Speed Adaptation
Platooning

Co-loading

Other actions than the ones listed above may be eligible, if judged relevant (significant climate impact) by the analysts.

For each action reported above, the company shall provide:

¢ The type of action

¢ A short description of the action (goals, the implementation process, the monitoring of the action)

¢ The scale of implementation: what is the percentage share of revenues of the activities covered by the action (e.g., if the action is widely

spread in a country that represents 20% of the company’s revenue, then it shall put 20%)

¥ Actions eligible for GHG emissions reduction on outsourced transportation:

o

(¢]

o

Modal shift towards less emissions intensive means of transportation
Implementation of a multi-modal fret system that allows overall GHG emissions reductions
Inclusion of carbon criteria in the specifications for transport suppliers (in gCOze/t.km) with a high weighting in the scoring grid for
suppliers
Change of input suppliers in order to reduce the travelled distance (local sourcing - if relevant on global carbon perspective
(including the emissions related to the production of the input)
Co-development of sustainable offers with transportation companies (each action below is considered as 1 eligible action):
=  Signing of long-term contracts with guaranteed volume on low-carbon vehicles to incentivize transportation companies
to purchase new low-carbons vehicles (lower the risk for them)
= Co-investment in new low-carbon vehicles
= |nitiative to maximize the filling rate of the trucks/containers (e.g., load pooling with other companies, use of slip sheet
instead of pallets, etc.)
= Initiative to avoid empty returns
= Increased spending in order to use sustainable and well sourced biofuels via for instance an internal carbon fund
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=  Slowing down the speed of the vehicles to consume less fuel
= Initiative to optimize route and logistic plans

Other actions than the ones listed above may be eligible, if judged relevant (significant climate impact) by the analysts.
For each action reported, the company shall provide:

¢ The type of action

¢ The scale of implementation: does it concern one or several suppliers? How much of the transport activity does this action cover as a
percentage or what is the percentage share of revenues of the activities covered by the action? (e.g., if the action is widely spread in a
country that represents 20% of the company’s revenue, then it shall put 20%)

A short description of the action (goals, the implementation process, the monitoring of the action)

RATIONALE

PP 4.4 INBOUND AND OUTBOUND TRANSPORTATION EMISSIONS PERFORMANCE

RATIONALE OF THE
INDICATOR

RELEVANCE OF THE INDICATOR:

Transportation activity represents a significant GHG emissions source for companies in the pulp & paper sector. For companies that have already
highly decarbonized their energy mix, they account for a significant share of their GHG inventory.

The indicator aims at evaluating three key aspects of a GHG emissions reduction strategy: GHG emissions measurement, target definition,
implementation of actions. It looks at both the past and the present and considers transportation that is performed by the company (in-house) and

transportation companies (outsourced).

SCORING RATIONALE:

A higher weighting on the topics related to strategy and implemented actions regarding measurement and targets has been given as they are

key for the low-carbon transition.
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MODULE 5: GOVERNANCE (WEIGHTING: 10%)

e PP 5.1 OVERSIGHT OF CLIMATE CHANGE ISSUES (WEIGHTING: 2%)

DESCRIPTION & PP 5.1 OVERSIGHT OF CLIMATE CHANGE ISSUES
REQUIREMENTS

SHORT
DESCRIPTION OF
THE INDICATOR

The company discloses that responsibility for climate change mitigation within the company lies at the highest level of decision-making within the company
structure.

DATA
REQUIREMENTS

The relevant data for this indicator are:

¢ Environmental policy and details regarding governance

¢ Details on where the highest level of direct responsibility for climate change within the organization is

External sources of data may also be used for the analysis of this indicator when available

CDP 2021 Questionnaire mapping to this indicator:

C1.1
C1.1a
C1.2
C1.2a

* & o o

HOW THE
ASSESSMENT
WILL BE DONE

The benchmark case is that climate change is managed within the highest decision-making structure within the company.

The position at which climate change is managed within the company structure is determined from the company data submission and accompanying
evidence. For small companies, or for cases in which the corporate structure does not match the structure of the maturity matrix, the assessor should
assign a score based on the company’s specific hierarchy (i.e., if responsibility for climate change mitigation lies at the highest level of decision-making
within the organization, award “Low-carbon aligned”. If responsibility lies one level below the highest level, award “Next practice”, etc.).

The maturity matrix used for the assessment is the following:

Pulp & Paper methodology | ACT Initiative | Methodology document | page 109



Question

Associated
score

Low-carbon

Basic Standard Advanced Next practice .
aligned

Weighting

What is the
position of the
employee/
committee with
highest
responsibility
for climate
change
mitigation
issues?

No one in
charge of Level 4 (see Level 3 (see Level 2 (see Level 1 (see
climate change guidance)* guidance)* guidance)* guidance)*
issues

100%

*  Further guidance for each level of seniority is given below:

(o]

o

o

(e]

Level 1

= Highest level of accountability or decision-making within the organization, with responsibility for overall organizational or
corporate strategic direction.
= Examples: Board, sub-set of the Board, Chief Executive Officer (CEO)

Level 2

= Person/committee that is one step in the corporate structure from the highest level of decision-making of the organization
(i.e. reports to or is accountable to Level 1). Inputs into organizational strategy but does not make decisions on it. May have
responsibility and accountability for business unit strategy formation and implementation of one or more business units.

= Examples: Vice President, Director, other C-Suite officer (e.g., Chief Financial Officer (CFO), Chief Procurement Officer
(CPO), Chief Risk Officer (CRO), Chief Operating Officer (COO), Chief Sustainability Officer (CSO), etc.), other committee
appointed by the Board

Level 3

= Person/committee that is two steps in the corporate structure from the highest level of decision-making of the organization.
May have responsibility and accountability for business unit strategy formation and implementation for one business unit.
=  Examples: Manager, Senior Manager

Level 4

= Person/committee that is three or more steps in the corporate structure from the highest level of decision-making of the
organization. No responsibility or accountability for business unit strategy development.
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=  Examples: Officer, Senior Officer

RATIONALE

PP 5.1 OVERSIGHT OF CLIMATE CHANGE ISSUES

RATIONALE OF
THE INDICATOR

Successful change within companies, such as the transition to a low-carbon economy, requires strategic oversight and buy-in from the highest levels
of decision-making within the company. Evidence of how climate change is addressed within the top decision-making structures is a proxy for how
seriously the company takes climate change, and how well integrated it is at a strategic level. High-level ownership also increases the likelihood of
effective action to address the low-carbon transition.

Changes in strategic direction are necessarily future-oriented, which fits with this principle of the ACT initiative.

Management oversight of climate change is considered as a good practice.

e PP 5.2 CLIMATE CHANGE OVERSIGHT CAPABILITY (WEIGHTING: 1%)

DESCRIPTION &
REQUIREMENTS

PP 5.2 CLIMATE CHANGE OVERSIGHT CAPABILITY

SHORT
DESCRIPTION
OF THE INDICATOR

Company board or executive management has expertise on the science and economics of climate change, including an understanding of policy, technology
and consumption drivers that can disrupt current business. This expertise is used by the individual or committee to inform high-level decision-making within
the company.

DATA
REQUIREMENTS

The relevant data for this indicator are:

¢ Environmental policy and details regarding governance
¢ The position of the individual or name of the committee with this responsibility and their expertise regarding climate change and the low-carbon
transition

External sources of data may also be used for the analysis of this indicator.

CDP 2021 Questionnaire mapping to this indicator:

¢ C11
¢ Cil.1a
¢ C1.2
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¢ C1.2a

HOW THE
ASSESSMENT WILL
BE DONE

The presence of expertise on topics relevant to climate change and the low-carbon transition at the level of the individual or committee with overall
responsibility for it within the company is assessed. The presence of expertise is the condition that must be fulfilled for points to be awarded in the scoring.

The analyst determines if the company has expertise as evidenced through a named expert biography outlining capabilities. A cross check is performed
against 5.1 on the highest responsibility for climate change, the expertise should exist at the level identified. To be awarded Low-carbon aligned, the

company must provide examples of how the individual or committee’s expertise has informed strategic investment planning and/or decision-making

processes.

Question

Associated

Standard

Advanced

Next practice

Low-carbon
aligned

Weighting

oversight of
climate change

and low-carbon

employee/commit
tee does not meet

expertise®.

employee/commit
tee meets 1 of the

employee/commit
tee meets 2 of the

tee meets 3 or
more of the

score 0% 25% 50% 75% 100%
The
employee/commit
Does the tee meets 3 or
indiv{dual or The more of the
committee with The The The employee/commit | characteristics of

climate change-
and low-carbon

systematically

transition- informs strategic
related investment
expertise*? planning/decision
-making
processes.

issues (as chagrjggtg:istzgs of | characteristics of | characteristics of | characteristics of [ transition-related
_reported in : climate change- | climate change- | climate change- expertise”. 100%
dicator 5.1 climate change- ?
indicator 5.1) and low-carbon and low-carbon and low-carbon and low-carbon
have relevant transit lateq | transition-related | transition-related | transition-related ,
climate change- ransition-relate expertise*. expertise*. expertise®. Expertise

*  “Characteristics of climate change- and low-carbon transition-related expertise” include:

Academic/professional qualification related to climate change and the low-carbon transition, including an understanding of the impacts

and risks, and the solutions to implement (e.g., Bachelors, Masters, Doctorate, professional certification, diploma, etc.)

o A purely energy-related background with no relationship to climate change and the low-carbon transition is not enough to

qualify as expertise.
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Recent (i.e., within last 10 years) professional experience related to climate change and the low-carbon transition (e.g., previous
employment in climate change/low-carbon transition-related role, or with a climate change/low-carbon transition-related organisation,
etc.)

Recent (i.e., within last 10 years)/active membership of organisation(s) driving corporate knowledge and action on climate change and
the low-carbon transition (e.g., World Business Council For Sustainable Development, Solar Energy Industry Association, etc.)
Technical knowledge related to climate change and the low-carbon transition, evidenced through recently (i.e., within last 10 years)
published outputs written by the individual/committee (e.g., statements, reports, etc.)

RATIONALE

PP 5.2 CLIMATE CHANGE OVERSIGHT CAPABILITY

RATIONALE OF THE
INDICATOR

Effective management of the low-carbon transition requires specific expertise related to climate change and its impacts, and their likely direct and indirect

effects on the business. Presence of this capability within or closely related to the decision-making bodies that will implement low-carbon transition, indicates

company commitment to that transition and increases the chances of success.

Even if companies are managing climate change at the board level or equivalent, a lack of expertise could be a barrier to successful management of a low-
carbon transition [16].

This disclosure is in line with Governance (a) of the TCFD: "a) Describe the board’s oversight of climate-related risks and opportunities.”

e PP 5.3 LOW-CARBON TRANSITION PLAN (WEIGHTING: 3%)

DESCRIPTION &
REQUIREMENTS

PP 5.3 LOW-CARBON TRANSITION PLAN

SHORT
DESCRIPTION
OF THE INDICATOR

The company has a plan on how to transition the company to a business model compatible with a low-carbon economy.

DATA
REQUIREMENTS

The relevant data for this indicator are:

*

*

Environmental policy and details regarding governance
The reporter should provide a description of the transition plan including the following details:
- Whether the transition plan exists in a documented form and whether that document is public

- What the transition plan does include

Pulp & Paper methodology | ACT Initiative | Methodology document | page 113



- How the results of scenario testing influenced the transition plan

- Timescale for implementation of the transition plan

- Who has responsibility for its implementation (at the strategic, not operational level)
- How the implementation of the plan will be measured and monitored

HOW THE
ASSESSMENT WILL
BE DONE

From the 2021 CDP Transition Plans discussion paper: “A climate transition plan is a time-bound action plan that clearly outlines how an organization

will achieve its strategy to pivot its existing assets, operations, and entire business model towards a trajectory that aligns with the latest and most

ambitious climate science recommendations, i.e., halving greenhouse gas (GHG) emissions by 2030 and reaching net-zero by 2050 at the latest,

thereby limiting global warming to 1.5°C.” [51]. Other initiatives also develop their own definition, which are quite similar (IFRS - International Financial

Reporting Standards, TCFD - Task Force on Climate-Related Financial Disclosures, EFRAG - European Financial Reporting Advisory Group, TPT —

UK Transition Plan Task Force, GFANZ — Glasgow Financial Alliance for Net Zero).

The analyst evaluates the description and evidence of the low-carbon transition plan for the presence of best practice elements and consistency with

the other reported management indicators. The company description and evidence are compared to the maturity matrix developed to guide the scoring

and a greater number of points are allocated for elements indicating a higher level of maturity.

Among the best practice elements identified to date are:

*® & 6 6 6 o o o

* & o o

The plan includes financial projections

The plan should include cost estimates or other assessments of financial viability as part of its preparation

The description of the major changes to the business is comprehensive, consistent, aligned with other indicators

Quantitative estimates of how the business will change in the future are included

Costs associated with the plan (e.g., write-downs, site remediation, contract penalties, regulatory costs) are included

Potential “shocks” or stressors (sudden adverse changes) have been taken into consideration

Relevant region-specific considerations are included

The plan’s measure of success is SMART - contains targets or commitments with timescales to implement them, is time-constrained or the
actions anticipated are time-constrained

The plan’s measure of success is quantitative

The description of relevant testing/analysis that influenced the transition plan is included

The plan is consistent with reporting against other ACT indicators

The scope should cover all business units / operations and the rest of the value chain (upstream and downstream). The plan should cover
the short, medium and long terms. From now or the near future <5 years, until at least 2035 and preferably beyond (2050)

The plan contains details of actions the company realistically expects to implement (and these actions are relevant and realistic)
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¢ The plan is approved at the strategic level within the organization
+ Discussions about the potential impacts of a low-carbon transition on the current business have been included
¢ The company has a publicly-acknowledged science-based target (SBT)
O c DO
DO e O = dard AC o 0
O 20
Associated score 0% 25% 50% 75% 100%
More than one
At least one measure of
measure of success. All
success which is measures of
Measure of No measure of fully SMART " and success are fully
success SUccoss contains both SMART?*, contain 10%
qualitative and both qualitative and
quantitative quantitative
elements. elements, and are
aligned with a low-
carbon scenario.
Description of the
o maijor financial
Quantitative changes to the
estimations of how| psiness over all
the business will timescales is
Financial Financial change in the comprehensive
projections, cost | projections, cost future are and aligned with
Financial content No financial estlma}tes or other estlme}tes or other mcluded.' other indicators. .
. estimates of estimates of Costs associated 10%
in plan content ) T ) L
financial viability | financial viability

are described but
not quantified.

are quantified in
some detail.

contract penalties,

with the plan (e.g.,
write-downs, site
remediation,

regulatory costs)
are included.

of the organization

The transition plan
is integrated into
the overall

business strategy

and linked to the
profit and loss

statement.
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Short-term
actions (recent

Contains no

Contains examples
of short-term
actions the

Contains detailed
descriptions of
relevant and
achievable short-

company's GHG
emissions).

company's GHG
emissions).

from the plan must
not be material to
the organization in
terms of GHG
emissions.

past up to discussion of short- company expects term actions the 10%
reporting year + 5| term actions. to implement. company expects
years) to implement to
make the transition
a reality.
Contains
descriptions of
long-term actions
Contains the company
descriptions of expects to
Long-term actions|  Contains no long-term actions implement to make
and vision (from |discussion of long- the company the transition a 10%
reporting year + 5| term actions or expects to reality. ¢
years onwards) vision. implement to make Contains a vision of
the transition a what the far-future
reality. company could
look like in terms of
physical assets and
business model.
Transition plan
applies to all
i " business units /
Transition plan Transition plan tions and th
applies only to applies only to operations a e
. ; . ; i rest of the value
specific business | specific business Transition plan .
- . . . . . chain (upstream
Scope of transition| units / operations | units / operations applies to all
Scope . . . ) . ; and downstream). 10%
plan is not defined. | (representing less [(representing more| business units / Any exclusions
than 50% of than 50% of operations,
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The results of the

The results of the

company’s company’s
scenario testing (as scenario testing (as
Implementation of assessed in assessed in
P Indicator 5.5 — Indicator 5.5 — .
results of S . . s . . 10%
scenario testing cenario testing) cenario testing)
have not informed have informed the
the development of development of the
the company’s company’s
transition plan. transition plan.
Covers short, Covers short,
Covers only short . . Covers short,
Covers only short . medium and long | medium and long .
Transition plan term, from and medium term, term, from term, from medium and long
. + L . |from reporting year L . L . term, from 10%
timescale reporting year until . reporting year until | reporting year until . .
until (RY +4 to 10 reporting year until
(RY + 3 years) ears ) (RY+11t020 [ (RY + 21 years to 2050 or bevond
y years) 2049) y
Commitment to
Commitment to Commitment to Commitment to |review and update
- review and update | review and update | review and update | transition plan at
: No transition plan o s . o
Review and . transition plan, but |transition plan, with|transition plan less |least every 5 years 0
review and update X . ) ’ 10%
update process . no defined either a defined | often than every 5| for continuous
process is in place. ; i ;
timescale or timescale or years, with a relevancy and
process. process. defined process. efficacy, with a
defined process.
. Commitment to Commitment to .
Commitment to Commitment to
report progress report progress report progress report progress
port prog against the against the port prog
against the o o against the
> transition plan and | transition plan and =
transition plan and . . transition plan and
s . any material any material .
P No transition plan any material . any material
rogress rogress reporting [ changes, but no changes, with |changes less often changes annuall 10%
reporting process progress rep 9 anges, either a defined |[than annually, with ng ) Y °
process is in place.| defined timescale . ' with a defined
timescale or a defined
or stakeholder stakeholder
stakeholder stakeholder
feedback process feedback process
feedback process | feedback process
(e.g., shareholders harehold harehold (e.g., shareholders
and AGMs) (e.g., shareholders|(e.g., shareholders and AGMs)
) and AGMs). and AGMs). )
. The carbon price
Internal studies . Lo N
A carbon price is | A carbon price is | value is aligned
The role of a L have been . .
. . | No carbon price is used only embedded in cost | with a low-carbon o
carbon price in idered conducted litativelv by th lculati o and i 10%
the plan considered. regarding a carbon qualitatively by the ca cu_atlpne? asa | scenario® and is
company. financial indicator. | integrated into the

price, but this has

financial scenario
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not been used to used for making
guide decisions. key business
decisions.

* A measure of success is considered “fully SMART” if it meets each of the following SMART elements [52]:

1.
2.
3.
4

5.

Specific: the measure of success is explicit, with no room for misinterpretation.

Measurable: the measure of success is measurable, and it will be clear when it has been achieved.

Achievable: the measure of success is stretching and ambitious, but not so much that it is unachievable.

Relevant: the measure of success contributes to the organisation’s overall objectives, and complements other measures of
success.

Time-bound: the measure of success has a set deadline.

t  Companies aiming to achieve their low-carbon transition (e.g., reach net-zero emissions) any year before 2050 and maintain or improve this

low-carbon state beyond this specified year, should score Low-carbon aligned. This indicator aims to penalize companies whose transition

plans are neither sufficiently long-term, nor sufficiently ambitious (i.e., do not contain a net-zero commitment).

¥ Refer for instance to International Energy Agency (IEA), World Energy Outlook 2019, Annex B, p 758 [53]. CO prices are displayed by world

regions, predicted values in 2030 and 2050.

RATIONALE

PP 5.3 LOW-CARBON TRANSITION PLAN

RATIONALE OF THE

INDICATOR

The pulp & paper sector requires changes to its business to align with a low-carbon economy, over the short, medium, and long terms, whether

it is voluntarily following a strategy to do so or if forced to change by regulations and structural changes to the market. It is better for the success

of its business and of its transition that these changes occur in a planned and controlled manner.

PP 5.4 CLIMATE CHANGE MANAGEMENT INCENTIVES (WEIGHTING: 1%)

DESCRIPTION &
REQUIREMENTS

PP 5.4 CLIMATE CHANGE MANAGEMENT INCENTIVES
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SHORT
DESCRIPTION
OF THE
INDICATOR

The Board’s compensation committee has included metrics for the reduction of GHG emissions in the annual and/or long-term compensation plans
of senior executives. The company provides financial incentives for the management of climate change issues as defined by a series of relevant
indicators.

DATA The relevant data for this indicator are:

REQUIREMENTS o . _ _ _ .
¢ The reporter shall report whether the company provides incentives for the management and employees on climate change issues, including

the achievement of targets
¢ The reporter shall provide details on the incentives provided to the management/employees on climate change issues
¢ The reporter shall provide details on the activities that are usually rewarded by incentives in the company

CDP 2021 Questionnaire mapping to this indicator:

¢ C1.3

¢+ C1.3a
HOW THE The analyst verifies if the company has compensation incentives set for senior executive compensation and/or bonuses, that directly and routinely
ASSESSMENT

reward specific, measurable reductions of tons of carbon emitted by the company in the preceding year and/or the future attainment of emissions
WILL BE DONE [ oqyction targets, or other metrics related to the company’s low-carbon transition plan. For small companies, or for cases in which the corporate
structure does not match the structure of the maturity matrix, the assessor should assign a score based on the company’s specific hierarchy (i.e., if
climate change management incentives are awarded to the highest level of decision-making within the organization, award “Low-carbon aligned”. If

incentives are available one level below the highest level, award “Next practice”, etc.).

Note: the wording of the “What is the type of incentive” is based on the Executive Compensation Guidebook for Climate Transition developed by Willis
Towers Watson, in partnership with the Climate Governance Initiative, a project in collaboration with the World Economic Forum [54].

Question \& Standard Advanced Next practice Lo;\lli' ;ﬁ;l;on

Weighting
Associated
score
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Who is entitled Anv other answer Level 4 (see Level 3 (see Level 2 (see Level 1 (see 50%
to benefit? y guidance)* guidance)* guidance)* guidance)* ?
The company has
introduced climate
metrics, (key
The company has | . performance
The company has . ’ indicators (KPIs)),
. ’ introduced climate | . . :
introduced climate metrics (ke including metrics
metrics (key o rformancz; related to GHG
performance indFi)cators (KPIs)) emissions
indicators (KPIs)), including metrics’ reductions, within
. including metrics its long-term
Vlzwfa ;n':e?;\fgg € No incentives related to GHG relztri(ijs;?ofsl-l G incentive plan 50%
i emissions . - (likely to include
. L reductions, within o
reductions, within its lona-term equity in the
annual bonuses incenti\?e lan company). This
(or other short- . °P plan aligns with
. ) (likely to include .
term incentive equity in the the timescale and
plans). c?omy any) content of the
pany). company's
transition plan and
emissions
reduction targets.

*  Further guidance for each level of seniority is given below:
o Level1

Highest level of accountability or decision-making within the organization, with responsibility for overall organizational or
corporate strategic direction.

=  Examples: Board, sub-set of the Board, Chief Executive Officer (CEO)
o Level2
Person/committee that is one step in the corporate structure from the highest level of decision-making of the organization
(i.e. reports to or is accountable to Level 1). Inputs into organizational strategy but does not make decisions on it. May

have responsibility and accountability for business unit strategy formation and implementation of one or more business
units.
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= Examples: Vice President, Director, other C-Suite officer (e.g., Chief Financial Officer (CFO), Chief Procurement Officer
(CPO), Chief Risk Officer (CRO), Chief Operating Officer (COO), Chief Sustainability Officer (CSO), etc.), other
committee appointed by the Board
o Level3
= Person/committee that is two steps in the corporate structure from the highest level of decision-making of the
organization. May have responsibility and accountability for business unit strategy formation and implementation for one
business unit.
=  Examples: Manager, Senior Manager
o Level4
= Person/committee that is three or more steps in the corporate structure from the highest level of decision-making of the
organization. No responsibility or accountability for business unit strategy development.
= Examples: Officer, Senior Officer

RATIONALE PP 5.4 CLIMATE CHANGE MANAGEMENT INCENTIVES

RATIONALE OF
THE INDICATOR

Executive compensation should be aligned with the overall business strategy and priorities. The commitments for action should ensure that incentives,
especially at the executive level, are in place to reward progress towards a low-carbon transition. This will improve the likelihood of a successful low-
carbon transition plan.

Monetary incentives at the executive level are an indication of commitment to successful implementation of a low-carbon transition strategy.

e PP 5.5 CLIMATE CHANGE SCENARIO TESTING (WEIGHTING: 3%)

DESCRIPTION & PP 5.5 CLIMATE CHANGE SCENARIO TESTING
REQUIREMENTS

SHORT Testing or analysis relevant to determining the impact of transition to a low-carbon economy on the current and projected business model and/or
DESCRIPTION business strategy has been completed, with the results reported to the board or c-suite, the business strategy revised where necessary, and the
OF THE results publicly reported.

INDICATOR
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DATA
REQUIREMENTS

The relevant data for this indicator are:

¢ Details on the organization’s climate change scenario testing
¢ Consideration of risk types in organization's climate-related risk assessments

¢ Details of the identified risks with the potential to have a substantive financial or strategic impact on business

CDP 2021 Questionnaire mapping to this indicator:

C3.2
C3.2a
C3.2b
C3.3
C3.4

* & & o o

HOW THE
ASSESSMENT

The analyst evaluates the description and evidence of the low-carbon economy scenario testing for the presence of best-practice elements and
consistency with the other reported management indicators. The company description and evidence are compared to the maturity matrix developed
WILL BE DONE 1 gyide the scoring and a greater number of points is allocated for elements indicating a higher level of maturity.

Best-practice elements to be identified in the test/analysis include:

full coverage of the company’s boundaries

timescale from present to long-term (2035-2050)

results are expressed in value-at-risk or other financial terms

multivariate: a range of different changes in conditions are considered together

changes in conditions are specific to a low-carbon climate scenario

* & & 6 o o

climate change conditions are combined with other likely future changes in operating conditions over the timescale chosen

Question Standard Advanced Next practice Low carbon aligned

Weighting
Associated

0, 0, 0, () 0,
S 0% 25% 50% 75% 100%
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Scenario testing
applies only to

Scenario testing
applies only to

Scenario testing
applies to all business
units / operations and

What is the specific business | specific business | Scenario testing the.rest of the value
Scope of . . . . . chain (upstream and
scope of the . . units / operations | units / operations applies to all o
. scenario testing . . . ) downstream). Any 25%
scenario . ) (representing (representing business units / -
. is not defined. o o : exclusions from the
testing? less than 50% of | more than 50% operations,
, , plan must not be
company's GHG of company's .
2 T material to the
emissions). GHG emissions). L
organization in terms
of GHG emissions.
Covers onl Covers only Covers short, Covers short,
What is the y short and medium and medium and Covers short, medium
. short term, from .
timescale of the reporting vear medium term, long term, from long term, from and long term, from 20%
scenario uﬁtil (R%y_'_ 3 from reporting reporting year reporting year reporting year until ’
testing? ears) year until (RY + until (RY + 11 to until (RY + 21 2050 or beyond.
Y ) 4 to 10 years). 20 years). years to 2049).
Does the - . -
company The m;aterlallty The materiality The materla!lty The materla] ity The materiality of 4
of climate- of 2 categories of 3 categories . 4
assess the of 1 category of . . categories of climate-
s related . of climate- of climate- o
materiality of . - climate-related related 10%
. risks/opportunitie | . i related related . e
climate-related o risks/opportunitie | . i . " risks/opportunities™ is
. p s* is not . risks/opportunitie | risks/opportunitie
risks/opportunit s* is assessed. . . assessed.
jes*? assessed. s* is assessed. s* is assessed.
How man Considers 3 or more
many No scenarios are Considers 1 Considers 2 scenarios, including a o
scenarios are . . : 10%
. considered. scenario. scenarios. low-carbon economy
considered? .
scenario.
Considers 5 or more
parameters/assumptio
What Considers 1-2 Considers 3-4 ns together, related to
parameters/ass different parameters/assu changing climate 15%
umptions are parameters/assu mptions together conditions in ’
considered? mptions. (multivariate) combination with

changes in operating
conditions .
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Are the resultst Expressed in
expressed in Expressed onl Expressed in Expressed in qualitative,
qualitative/ No results xp ed only qualitative and qualitative, quantitative and 0
e ) in qualitative e o ) X 10%
quantitative/ available t quantitative quantitative and financial terms and
. . erms ) ;
financial terms financial terms results are translated
terms? into value-at-risk
A carbon price is The_cark_)on price
used is aligned with
Is a carbon . used as one of
. No carbon price . the o
price ) ) the main . 10%
considered? is considered. parameters/assu parameters/assumptio
: . ns of a low-carbon
mptions C
economy scenario

*  Climate-related risk categories [55]:
1. Market and Technology shifts
2. Reputation
3. Policy and Legal
4. Physical Risks
t  Results of scenario analysis should be presented as business impacts which can include [55]:
o Earnings — what conclusions does the organization draw about impact on earnings and how does it express that impact (e.g., as
EBITDA (earnings before interest, taxes, depreciation and amortization), EBITDA margins, EBITDA contribution, dividends)?
o Costs — what conclusions does the organization draw about the implications for its operating/production costs and their development
over time?
o Revenues — what conclusions does the organization draw about the implications for the revenues from its key commodities/ products/
services and their development over time?
o Assets — what are the implications for asset values of various scenarios?
o Capital Allocation/ investments — what are the implications for capex and other investments?
o Timing — what conclusions does the organization draw about development of costs, revenues and earnings across time (e.g., 5/10/20
year)?
t Refer for instance to International Energy Agency (IEA), World Energy Outlook 2019, Annex B, p 758 [53]. CO2 prices are displayed by world
regions, predicted values in 2030 and 2050.

RATIONALE

PP 5.5 CLIMATE CHANGE SCENARIO TESTING
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RATIONALE OF
THE INDICATOR

There is a variety of ways of analysing the potential impacts of climate-related changes on the business, whether these are slow and gradual
developments or one-off “shocks”. Investors are increasingly calling for techniques such as use of an internal price on carbon, scenario analysis and
stress testing to be implemented to allow companies to calculate the value-at-risk that such changes could pose to their practices. As this practice is
currently under development, there is no comprehensive survey or guidance on specific techniques or tools recommended for the sector. The ACT
methodology thus provides a broad definition of types of testing and analysis which can be relevant to this information requirement, to identify both
current and best practices and consider them in the analysis.

Scenario stress testing is an important management tool for preparing to a low-carbon transition. For businesses likely to be strongly affected by climate
change impacts (both direct and indirect), it has even greater importance.
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MODULE 6: SUPPLIER ENGAGEMENT (WEIGHTING: 4 - 8%)

e PP 6.1 STRATEGY TO INFLUENCE SUPPLIERS TO REDUCE THEIR GHG EMISSIONS (WEIGHTING: 2-4%)

DESCRIPTION &
REQUIREMENTS

PP 6.1 STRATEGY TO INFLUENCE SUPPLIERS TO REDUCE THEIR GHG EMISSIONS

SHORT The company has a strategy, ideally governed by policy and integrated into business decision making, to influence, enable, or otherwise shift suppliers’
DESCRIPTION  .ices and behaviour in order to reduce suppliers’ GHG emissions.

OF THE

INDICATOR

DATA

REQUIREMENT
S

The questions from the information request that are relevant to this indicator are:

¢ Methods of supplier engagement, strategy for prioritizing supplier engagements and measures of success

¢ Share of suppliers (as a percentage) in terms of supplier-related scope 3 emissions or procurement spend that are affected by this
strategy/action plan

¢ Data on suppliers’ GHG emissions and climate change strategies

CDP 2021 Questionnaire mapping to this indicator:

¢ C121
¢ C121a

HOW THE
ASSESSMENT
WILL BE DONE

The assessment will assign a maturity score based on the company’s formalized, written strategy regarding its engagement with its suppliers, expressed
in a maturity matrix.

Question Basic Standard Advanced Next practice Low_- L
s, . e e aligned

Weighting
Associated score
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Strategy applied to

Strategy applied to

Strategy applied to

Strategy applied to

What is the No strate up to 30% of total 31-60% of total 61-90% of total over 90% of total
scope of the aoplied to gﬁ procurement procurement procurement procurement
supplier pspu liers y spend OR up to | spend OR 31-60% | spend OR 61-90% | spend OR over 30%
engagement PP ’ 30% of supplier- of supplier-related | of supplier-related 90% of supplier-
strategy? related scope 3 scope 3 scope 3 related scope 3
emissions. emissions. emissions. emissions.
Quantified,
science-based
Quantified o emissions
To what extent emissions Srl:]?sn;ilgig reduction target
are GHG Unquantified reduction reduction taraet (that is aligned
emissions No emissions emissions requirement included in k% with the
reduction reduction reduction included in key rocurementy sector/industry
requirements requirement requirement procurement temp lates* and the pathway) included 20%
intl?e rated in included in key included in key templates™ but the F;u lier is in key
enaa gment with procurement procurement supplier is not re uirggto report procurement
gagem > templates.* templates.* required to report q P templates* and the
suppliers? progress to the L
progress to the supplier is
company. )
company. required to report
progress to the
company.
D) WA S No other low- 1 or more other
are other low- "
carbon carbon transition- onv.-carbon
oy related transition-related
R T requirements/reco requirements/reco
requirements/rec q dations' q dations? 5%
ommendations' mmendations mmendations
. . included in key included in key
integrated in
engagement with procurement procurement
. templates.* templates.*
suppliers?
To what extent No requirement iniﬁ? duelrélamekr;t Requirement
are suppliers included in key Y included in key
required to procurement tg;ﬂ)cgﬁa r::a Pc:r procurement
publicly report templates* for pa templates* for
4 . suppliers to .
on their GHG suppliers to - suppliers to )
emissions and ublicly report on publicly report on ublicly report on 5%
other low-carbon P the)i/r GI‘:G emiLI;?;I;wS It—)il?t not P the)i/r GI‘:G
transition-related | emissions or other anv other low- emissions and
requirements/rec low-carbon y I other low-carbon
. " carbon transition- "
ommendations? transition-related transition-related

related
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requirements/reco
mmendations.

requirements/reco
mmendations.

requirements/reco
mmendations.

Are GHG
emissions
reduction/reporti Requirements Requirements Requirements
ng requirements included in included in included in BOTH
included in NEITHER the EITHER the the selection of
selection of new selection of new selection of new new suppliers 5%
suppliers, suppliers NOR suppliers OR AND ren%r\)/val of
renewal of renewal of renewal of contracts with
contract with contracts with contracts with L .
existing existing suppliers. existing suppliers. existing suppliers.
suppliers, neither
or both?
Company
retair?sc;gjps?;eﬁds/s retains/;uspends/s
How does the anctions and ea: c:ogss r?gr?-
company engages non- cgorgpliant
respond to compliant .
: No response to . suppliers, and
supplier non- b suppliers, but does
. . supplier non- permanently 5%
compliance with liance not exclude those excludes those
GHG emissions compliance. that fail to show ot fail o oh
reduction significant asigar:ifigasntow
requirements? improvement after .
the period of |mprovem§nt after
engagement. the period of
engagement.
Strategy includes Strategy includes Strategy includes Strategy includes
What action action lever(s) action levers from | action levers from action levers from
levers® are from one of the two of the three all of the three all of the three
embedded in the No action leverst | three engagement | engagement types | engagement types engagement types
company’s embedded in types (Information (Information (Information (Information 30%
strategy to strategy. collection, collection, collection, collection
engage Engagement & Engagement & Engagement & Engagemen,t &
suppliers? Incentivisation, Incentivisation, Incentivisation, Incentivisation
Innovation & Innovation & Innovation & ’

collaboration)

collaboration)

collaboration)

Innovation &
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used.¥ used.* used.* collaboration)
used.¥

Strategy includes
regular audits of
the supplier by the
company or a
representative.

“Key procurement templates” include but are not limited to [56]:
o New supplier contracts
o Supplier Code of Conduct
o RFI/RFPs
o Supplier self-assessments
o Performance cards
“Other low-carbon transition-related requirements/recommendations” refers to key aspects of a supplier's low-carbon transition, beyond
emissions reductions and targets, that companies can engage them on. These may not be specific requirements, but can be general/high-level
recommendations. These aspects can include performance indicators from any ACT performance modules, such as:
o Intangible investment
= For example, the company recommends that its suppliers increase their R&D spend in low-carbon technologies.
o Governance
=  For example, the company requires its suppliers to conduct climate change scenario testing.
o Policy engagement
=  For example, the company only selects suppliers not opposed to relevant climate policies.
o Business model
=  For example, the company engages with its suppliers to develop new, low-carbon business models.
o Any other relevant low-carbon transition-related requirement/recommendation
Action levers must be embedded in a strategy document, and not be presented as examples of past/present actions/initiatives (such examples
should be scored in indicator 6.2). “Action levers” include, but are not limited to, the following examples, which are grouped into three engagement
types (sources: 2022 CDP climate change questionnaire C12.1a [57], [58]):
1. Information collection (understanding supplier behaviour)
= Collect climate change and carbon information at least annually from suppliers
2. Engagement & incentivization (changing supplier behaviour)
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= Run an engagement campaign to educate suppliers about climate change/GHG emissions reductions/science-based
targets/other low-carbon transition-related topics such as scenario testing, policy engagement, etc.

= Provide climate-related training, support, and best practices

= Directly work with suppliers on climate-related topics, such as defining common GHG emission reduction plans (i.e., both
companies commit to reduce together X tCO2e), or exploring corporate renewable energy sourcing mechanisms

= Climate change performance is featured in supplier awards scheme

= Offer financial incentives for suppliers who contribute to reducing the company’s operational emissions (Scopes 1 & 2)

= Offer financial incentives for suppliers who contribute to reducing the company’s downstream emissions (Scopes 3)

= Offer financial incentives for suppliers who contribute to reducing the company’s upstream emissions (Scopes 3)

= Offer financial incentives for suppliers who increase the share of renewable energy in their total energy mix

3. Innovation & collaboration (changing markets)

= Run a campaign to encourage innovation to reduce climate impacts on products and services

= Collaborate with suppliers on innovative low-carbon business models/R&D projects (providing resources — experts, financial
support, building, laboratories etc.)

RATIONALE

RATIONALE OF
THE
INDICATOR

PP 6.1 STRATEGY TO INFLUENCE SUPPLIERS TO REDUCE THEIR GHG EMISSIONS

The majority of GHG emissions for companies from the pulp & paper sector occur during industrial processes (pulping and paper-making) and as the
sector organization lies on an integrated supply chain, each player has a responsibility in trying to engage their suppliers in reducing their GHG emissions.
The value chain begins from forest harvest areas and goes until waste sorting.

As noted in the CDP Supply chain report [18], supply chains are critical levers for action, with GHG emissions often being outside the company’s
operational scope 1+2 emissions. Supply chains are also a key element of a company’s climate-related risks. Supply chains must be resilient systems
that consider regulatory risk, minimize adverse contributions to climate change, and adapt to climate-related disturbances ranging from resource scarcity
to infrastructure damage from extreme weather events.

Engaging suppliers through contract clauses and sales incentives is necessary to take them on board.

SCORING RATIONALE:

Because of data availability and complexity, a direct measure of the outcome of such engagement is not very feasible at this time. It is often challenging
to quantify the emissions reduction potential and outcome of collaborative activities with the supply chain. Therefore, the approach of a maturity matrix
allows the analyst to consider multiple dimensions of supplier engagement and assess them together towards a single score for Supplier Engagement.
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PP 6.2 ACTIVITIES TO INFLUENCE SUPPLIERS TO REDUCE THEIR GHG EMISSIONS (WEIGHTING: 2-4%)

DESCRIPTION & PP 6.2 ACTIVITIES TO INFLUENCE SUPPLIERS TO REDUCE THEIR GHG EMISSIONS

REQUIREMENTS

SHORT This indicator assesses the extent to which the company implements activities and initiatives that help, influence or otherwise enable suppliers to reduce
DESCRIPTIO their GHG emissions. The indicator aims to be a holistic measure of these activities and initiatives, with evidence of implementation and outcomes in
N OF THE the value chain across all products/services.

INDICATOR

DATA

REQUIREMEN
TS

The questions from the information request that are relevant to this indicator are:

¢ List of initiatives implemented to influence suppliers to reduce their GHG emissions, green purchase policy or track record, supplier code of

conduct

¢ Share of suppliers (as a percentage) in terms of supplier-related scope 3 emissions or procurement spend that are affected by this

strategy/action plan

CDP 2021 Questionnaire mapping to this indicator:

¢ C121
¢ C12.1a

HOW THE
ASSESSMENT
WILL BE
DONE

The assessment will assign a maturity score based on the company’s demonstration of recent and current activities and initiatives with its suppliers,

expressed in a maturity matrix.

This maturity matrix is indicative but does not show all possible options that can result in a particular score. The company’s responses will be scrutinized

by the analyst and then placed on the level in the matrix where the analyst deems it most appropriate.

Question

Associated
score

Low-carbon

Next practice aligned

Weighting
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Evidence of
company using
action lever(s)

Evidence of
company using

Evidence of
company using

Evidence of
company using
action levers from

ton | ; tion | ¢ ALL of the three
action levers from | action levers from
from ONE of the engagement
What action three TWO of the th;ee ALL of the thrtee types (Information
levers* does the . engagement engagement engagement collection,
. No evidence of . types (Information | types (Information E t &
company use in ; . types (Information . . ngagemen 30%
? action levers . collection, collection, I tivisati °
practice to . ; collection, ncentivisation,
used in practice. Engagement & Engagement & | tion &
engage Engagement & L = nnovation
suppliers? Incentivisation Incentivisation, Incentivisation, collaboration)
g8 ’ Innovation & Innovation & Innovation & used.*
. collaboration) collaboration) .
collaboration) used.* used.* Regular audits of
used.” the supplier by
the company or a
representative.
Suppliers Suppliers Suppliers Suppliers
What is the engaged engaged engaged engaged
scope of the represent up to represent 31-60% | represent 61-90% represent over
rec,:a nt and No suppliers 30% of total of total of total 90% of total
current activities on ;pe d procurement procurement procurement procurement 40%
in supplier gaged. spend OR up to spend OR 31- spend OR 61- spend OR over
enaa glﬁent’? 30% of supplier- 60% of supplier- 90% of supplier- 90% of supplier-
9ag : related scope 3 related scope 3 related scope 3 related scope 3
emissions. emissions. emissions. emissions.
(IR TP Some action Almost all action Some action Almost all action
has the . levers used have
, No evidence of levers used have | levers used have | levers used have o
company’s . T . o b o qualitative and 30%
. impact' of action qualitative qualitative quantitative L (
supplier - . . quantitative
levers used. evidence of evidence of evidence of .
engagement impactt impactt impactt evidence of
been? pact’. pact’. pact’. impact?.
*

examples should be scored in indicator 6.1). “Action levers” include, but are not limited to, the following examples, which are grouped into three

engagement types (sources: 2022 CDP climate change questionnaire C12.1a [57], [58]):

1.

2,

Information collection (understanding supplier behaviour)
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= Run an engagement campaign to educate suppliers about climate change/GHG emissions reductions/science-based
targets/other low-carbon transition-related topics such as scenario testing, policy engagement, etc.
=  Provide climate-related training, support, and best practices
= Directly work with suppliers on climate-related topics, such as defining common GHG emission reduction plans (i.e., both
companies commit to reduce together X tCO2e), or exploring corporate renewable energy sourcing mechanisms
= Climate change performance is featured in supplier awards scheme
= Offer financial incentives for suppliers who reduce your operational emissions (Scopes 1 & 2)
= Offer financial incentives for suppliers who reduce your downstream emissions (Scopes 3)
= Offer financial incentives for suppliers who reduce your upstream emissions (Scopes 3)
= Offer financial incentives for suppliers who increase the share of renewable energy in their total energy mix
3. Innovation & collaboration (changing markets)
= Run a campaign to encourage innovation to reduce climate impacts on products and services
=  Collaborate with suppliers on innovative low-carbon business models/R&D projects (providing resources — experts, financial
support, building, laboratories etc.)
t  The metric used to measure impact depends on the action lever the metric refers to. Examples of “evidence of impact” might include, but are
not limited to:
o Qualitative example: Feedback from suppliers saying that they appreciate and will use this new knowledge to start their journey on the
low-carbon transition
o Quantitative example: Engaged suppliers have reduced their annual GHG emissions by X%
o Quantitative example: The percentage of engaged suppliers setting science-based targets has increased annually by X%
o Quantitative example: The percentage of engaged suppliers conducting scenario testing has increased annually by X%

RATIONALE PP 6.2 ACTIVITIES TO INFLUENCE SUPPLIERS TO REDUCE THEIR GHG EMISSIONS
RATIONALE
OF THE Activities to influence suppliers are included in this ACT methodology for the following reasons:
INDICATOR

¢ It might have a significant impact in terms of GHG emission, achieving decarbonization of the whole supply chain is also key to reach the
ambitious goals in most of the companies
¢ Engaging suppliers through contract clauses and sales incentives is necessary to take them on board.
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SCORING RATIONALE:

Because of data availability and complexity, a direct measure of the outcome of such engagement is not very feasible at this time. It is often challenging
to quantify the emissions reduction potential and outcome of collaborative activities with the supply chain. Therefore, the approach of a maturity matrix
allows the analyst to consider multiple dimensions of supplier engagement and assess them together towards a single score for all the activities related
to Supplier Engagement.
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MODULE 7: CLIENT ENGAGEMENT (WEIGHTING: 5-9%)

e PP 7.1 STRATEGY TO INFLUENCE CLIENTS TO REDUCE THEIR GHG EMISSIONS (WEIGHTING: 2-4%)

DESCRIPTION & PP 7.1 STRATEGY TO INFLUENCE CLIENTS TO REDUCE THEIR GHG EMISSIONS
REQUIREMENTS

SHORT The company has a strategy, ideally governed by policy and integrated into business decision making, to influence, enable, or otherwise shift clients’
DESCRIPTION (i.e. customers’) choices and behaviour in order to reduce clients’ GHG emissions.

OF THE

INDICATOR

DATA

The relevant data for this indicator are:

REQUIREMENTS
¢ Strategy to influence clients’ GHG emissions

¢ Share of clients (as a percentage) in terms of client-related scope 3 emissions or revenue that are affected by this strategy/action plan

¢ Data on customers’ choices and preferences towards reducing GHG emissions

CDP 2021 Questionnaire mapping to this indicator:

¢ C12.1

¢ C12.1b
HOW THE The assessment will assign a maturity score based on the company’s formalized, written strategy regarding its engagement with its customers,
ASSESSMENT

expressed in a maturity matrix.

WILL BE DONE
This maturity matrix is indicative but does not show all possible options that can result in a particular score. The company’s responses will be scrutinized

by the analyst and then placed on the level in the matrix where the analyst deems it most appropriate.

Standard Advanced Next practice Low-carbon
aligned

Associated score 0% 25% 50% 75% 100%

Pulp & Paper methodology | ACT Initiative | Methodology document | page 135



motivation via
marketing and
choice

motivation via
marketing and
choice

architecture)'. .

motivation via
marketing and
choice

architecture)?.

architecture)?.

motivation via
marketing and
choice

architecture)?.

What is the Strategy applied to | Strategy applied to | Strategy applied to | Strategy applied to
scope of the No strategy up to 30% of 31-60% of 61-90% of over 90% of
client applied to any revenues OR up | revenues OR 31- | revenues OR 61- | revenues OR over 30%
engagement clients to 30% of client- 60% of client- 90% of client- 90% of client-
strategy? ) relate_d scope 3 relateq scope 3 relateq scope 3 relateq scope 3
emissions. emissions. emissions. emissions.
To what extent
are GHG GHG emissions Unquantified GHG Quantified GHG
emissions reduction targets emissions emissions
reduction targets not included in reduction target(s) reduction target(s) 30%
integrated in lient t included in client included in client
client clen ?rngt;agemen engagement engagement
engagement strategy. strategy. strategy.
strategy?
To what extent
are other low- No other low- 1 or more other
carbon carbon transition- low-carbon
transition-related related transition-related
recommendation  recommendations* recommendations* 10%
s* integrated in included in client included in client
client engagement engagement
engagement strategy. strategy.
strategy?
Strategy includes | Strategy includes | Strategy includes | Strategy includes
action lever(s) action lever(s) action lever(s) action lever(s)
from one of the from two of the from three of the | from all four of the
What action four engagement | four engagement | four engagement | four engagement
leverst are types types types types
embedded in the . (EdL_Jcatlon/lpform (Edqcatlon/lpform (Edgcahon/mform (Edqcatlon/mform
company’s No action leverst ation sharing; ation sharing; ation sharing; ation sharing;
strategy to embedded in Colllaboraltion & qulabora.tion & Colllaboraltion & qulabora.tion & 30%
encourage strategy. |nnovat|or_1; |nnovat|orj; |nnovat|or_1; |nnovat|orj;
clients to reduce Compensation, Compensation, Compensation, Compensation,
their emissions? Customer Customer Customer Customer

Pulp & Paper methodology | ACT Initiative | Methodology document | page 136




“Other low-carbon transition-related recommendations” refers to key aspects of a client’s low-carbon transition, beyond emissions reductions
and targets, that companies can engage them on. These aspects can include performance indicators from any ACT performance modules,
such as:
o Intangible investment
= For example, the company recommends that its clients increase their R&D spend in low-carbon technologies.
o Governance
= For example, the company encourages its clients to conduct climate change scenario testing.
o Policy engagement
= For example, the company encourages its clients to support relevant climate policies.
o Business model
=  For example, the company engages with its clients to develop new, low-carbon business models.
Action levers must be embedded in a strategy document, and not be presented as examples of past/present actions/initiatives (such examples
should be scored in indicator 7.2). “Action levers” include but are not limited to the following individual action levers, which are grouped into
four engagement types (sources: 2022 CDP climate change questionnaire C12.1a [57], [59]:
o Education/information sharing
= Run an engagement campaign to educate customers about the quantified climate change impacts of (using) your products,
goods, and/or services
e E.g., highlight that the low-carbon product answers to the purchasing rules of the client
e E.g., promote the low-carbon product highlighting that their client could use it to answer the purchasing rules of their
own clients (e.g., low-carbon aluminium to produce a car door).
= Share environmental information (e.g., quantified GHG emissions) about your products and relevant certification schemes
(i.e., Energy STAR)
= Provide documents and tools
o Collaboration & innovation
= Run a campaign to encourage innovation to reduce climate change impacts
= Collaborate with downstream segments of the value chain to foster circular end-of-life treatment of products and downstream
logistic efficiency
= Organize multi-party working group with meetings taking place at least annually
o Compensation
=  Provide rebates for environmentally friend actions
o Customer motivation via marketing and choice architecture (“nudging”)
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= Design marketing campaigns/choice architecture aiming to indirectly encourage customers to reduce their emissions

RATIONALE

PP 7.1 STRATEGY TO INFLUENCE CLIENTS TO REDUCE THEIR GHG EMISSIONS

RATIONALE OF
THE INDICATOR

RELEVANCE OF THE INDICATOR:

Strategy to influence consumer behaviour to reduce GHG impacts is included in the analysis for the following reasons:
1. Companies usually have the ability to influence the strategy and performance of clients regarding climate thanks to their products or services

2. The downstream part of the value chain can represent the largest source of emissions for some companies throughout the value chain and
clients should be engaged through a proper, ambitious strategy.

SCORING RATIONALE:

Because of data availability and complexity, a direct measure of the outcome of such engagement difficult. It is often challenging to quantify the
emissions reduction potential and outcome of collaborative activities with the supply chain. Therefore, the approach of a maturity matrix allows the
analyst to consider multiple dimensions of client engagement and assess them together towards a single score for a strategy related to Client
Engagement.

e PP 7.2 ACTIVITIES TO INFLUENCE CLIENTS TO REDUCE THEIR GHG EMISSIONS (WEIGHTING: 3-5%)

DESCRIPTION &
REQUIREMENTS

SHORT
DESCRIPTION
OF THE
INDICATOR

DATA
REQUIREMENTS

PP 7.2 ACTIVITIES TO INFLUENCE CLIENTS TO REDUCE THEIR GHG EMISSIONS

This indicator assesses the extent to which the company implements activities and initiatives that help, influence or otherwise enable clients to reduce
their GHG emissions. The indicator aims to be a holistic measure of these activities and initiatives, with evidence of implementation and outcomes in
the value chain across all products/services.

The relevant data for this indicator are:
¢ Activities to influence clients/customers to reduce their GHG emissions.

+ Share of clients (as a percentage) in terms of client-related scope 3 emissions or revenue that are affected by this strategy/action plan
+ Data on clients’ choices and preferences towards reducing GHG emissions
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CDP 2021 Questionnaire mapping to this indicator:

¢ C121

¢ C12.1b
HOW THE The assessment will assign a maturity score based on the company’s demonstration of recent and current activities and initiatives with its clients,
ASSESSMENT expressed in a maturity matrix.

WILL BE DONE  Thjs maturity matrix is indicative but does not show all possible options that can result in a particular score. The company’s responses will be scrutinized

by the analyst and then placed on the level in the matrix where the analyst deems it most appropriate.

Associated

0% 25% 50% 75% 100%
score
Evidence of
company
responding
only to Evidence of company | Evidence of company Ewglence .Of company
customer using action lever(s) using action lever(s) using action lever(s)
LI E ] demand for fromgONE of the four fromgTWO of the four from AT LEAST
levers* does more low- THREE of the four
the company . carbon engagemgnt type_s engagemgnt type_s engagement types
. . No evidence of (Education/information | (Education/information A )
use in practice ion | * products harina: Collab . harina: Collab . (Education/information 30°
to encourage acthn evers without sharing, Lollat oration | s aring, Loflat oration sharing; Collaboration %
. used in practice. . & innovation; & innovation; 2 o
clients to attempting to o o & innovation;
. Compensation; Compensation; T
reduce their change the L L Compensation;
. 2 Customer motivation | Customer motivation L
emissions? existing . . . . Customer motivation
via marketing and via marketing and : .
customer . . . . . . via marketing and
choice architecture).”* | choice architecture). - . N
demand choice architecture).
towards low-
carbon
alternatives.
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Clients
What is the engaged
scope of the represent up Clients engaged Clients engaged Clients engaged
recent and No clients to 30% of represent 31-60% of | represent 61-90% of | represent over 90% of
current engaged revenues OR | revenues OR 31-60% | revenues OR 61-90% revenues OR over 40%
activities in gaged. up to 30% of | of client-related scope | of client-related scope | 90% of client-related
client client-related 3 emissions. 3 emissions. scope 3 emissions.
engagement? scope 3
emissions.
How impactful Some action .
. Almost all action
W [4a72 No evidence of levers used Almost all action Some action levers levers used have o
company’s . " . have levers used have o o 30%
. impact™ of action L L . used have quantitative qualitative and
client qualitative qualitative evidence of . . T L .
engagement levers used. evidence of impactt evidence of impact!. | quantitative evidence
‘peen? impact pact: of impact'.

*  Action levers must be presented as examples of past/present actions/initiatives, and not be theoretical/embedded in a strategy document
(such examples should be scored in indicator 7.1). “Action levers” include but are not limited to the following individual action levers, which
are grouped into four engagement types (sources: 2022 CDP climate change questionnaire C12.1a [57], [59]:

o Education/information sharing
1. Run an engagement campaign to educate customers about the climate change impacts of (using) your products, goods,
and/or services
e E.g., highlight that the low-carbon product answers to the purchasing rules of the client
o E.g., promote the low-carbon product highlighting that their client could use it to answer the purchasing rules of their
own clients (e.g., low-carbon aluminium to produce a car door).
2. Share information about your products and relevant certification schemes (i.e., Energy STAR)
3. Provide documents and tools
o Collaboration & innovation
1. Run a campaign to encourage innovation to reduce climate change impacts
2. Collaborate with downstream segments of the value chain to foster circular end-of-life treatment of products and downstream
logistic efficiency
3. Organize multi-party working group with meetings taking place at least annually
o Compensation
1. Provide rebates for environmentally friend actions
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RATIONALE

RATIONALE OF
THE INDICATOR

o Customer motivation via marketing and choice architecture (“nudging”)
1. Design marketing campaigns/choice architecture aiming to indirectly encourage customers to reduce their emissions
t  The metric used to measure impact depends on the action lever the metric refers to. Examples of “evidence of impact” might include, but are
not limited to:
o Qualitative example: Feedback from clients saying that they appreciate and will use this new knowledge to start their journey on the
low-carbon transition
o Quantitative example: Evidence that engaged clients have reduced their use-phase GHG emissions by X%

PP 7.2 ACTIVITIES TO INFLUENCE CLIENTS TO REDUCE THEIR GHG EMISSIONS

RELEVANCE OF THE INDICATOR:

Activities to influence clients are included in this ACT methodology for the following reasons:

1. Companies usually have the ability to influence the climate strategy and performance of clients due to the nature of their products or services.
2. The downstream part of the value chain can represent the largest source of emissions for some companies and the clients should be engaged
through low-carbon solutions.

SCORING THE INDICATOR:

Because of data availability and complexity, a direct measure of the outcome of such engagement is difficult. It is often challenging to quantify the
emissions reduction potential and outcome of collaborative activities with the supply chain. Therefore, the approach of a maturity matrix allows the
analyst to consider multiple dimensions of customer engagement and assess them together towards a single score for all the activities related to Client
Engagement.
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MODULE 8: POLICY ENGAGEMENT (WEIGHTING: 5 - 6%)

The indicators in the Policy Engagement module are based on the “Investor expectations on corporate lobbying” guide (2018) developed by IIGCC [60]. Refer to this guide for

additional context and rationale behind the indicators.

e PP 8.1 COMPANY POLICY ON ENGAGEMENT WITH ASSOCIATIONS, ALLIANCES, COALITIONS OR THINKTANKS (WEIGHTING: 1-2%)

DESCRIPTION &
REQUIREMENTS

PP 8.1 COMPANY POLICY ON ENGAGEMENT WITH ASSOCIATIONS, ALLIANCES, COALITIONS OR THINKTANKS

SHORT DESCRIPTION
OF THE INDICATOR

The company has a policy on what action to take when associations, alliances, coalitions or thinktanks of which it is a member or to which it
provides support are found to be opposing “climate-friendly” policies.

DATA REQUIREMENTS

The relevant data for this indicator are:

¢ Public climate change policy positions
+ Description of this policy (scope & boundaries, responsibilities, process to monitor and review)

¢ Associations, alliances, coalitions or thinktanks that are likely to take a position on climate change legislation

CDP 2021 Questionnaire mapping to this indicator:

C12.3

C12.3a
C12.3c
C12.3d
C12.3f

* & & o o

HOW THE ASSESSMENT
WILL BE DONE

The analyst will evaluate the description and evidence of the policy on associations, alliances, coalitions or thinktanks of which it is a member
or to which it provides support for the presence of best practice elements and consistency with the other reported management indicators. The
company description and evidence will be compared to the maturity matrix developed to guide the scoring and a greater number of points will
be allocated for elements indicating a higher level of maturity.

Best practice elements to be identified in the test/analysis include:
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¢ A publicly available policy is in place

¢ The scope of the policy covers the entire company and its activities, and all associations, alliances, coalitions or thinktanks of which it
is a member or to which it provides support. (Consideration should be given as to whether these associations, alliances, coalitions and
thinktanks in turn are members of or otherwise support other such organisations that have climate-negative activities or positions).

¢ The policy sets out what action is to be taken in the case of inconsistencies

¢ Action includes option to terminate membership of the associations, alliances, coalitions or thinktanks

¢ Action includes option of publicly opposing or actively countering the association, alliance, coalition or thinktank’s position

+ Responsibility for oversight of the policy lies at top level of the organization, and implementation lies at senior management level

¢ There is a process to monitor and review association, alliance, coalition and thinktank positions

Question

Associated score

Basic

0%

Standard Advanced Next practice

25%

50%

75%

Low-carbon
aligned

100%

Weightings

What is the scope
covered by the

Does not cover the
entire company
(including all of its
subsidiaries and
business areas,
and all operational

Does not cover the
entire company
(including all of its
subsidiaries and
business areas,
and all operational

Covers the entire
company (including
all of its
subsidiaries and
business areas,
and all operational
jurisdictions, i.e.,

Covers the entire
company (including
all of its
subsidiaries and
business areas,
and all operational
jurisdictions, i.e.,

coalitions or
thinktanks of
which itis a

and thinktank
climate policy
positions exists.

climate policy
positions exists.

climate policy
positions exists.

climate policy
positions exists.

climate policy
positions exists.

engagement | jurisdictions, i.e., | jurisdictions, Le., | "o itieq within its entities within its 40%
policy? Is the entities within its | entities within its reporting reporting
pollcy.publlcly reporting boyn_dary) reporting bo_unQary) boundary), and all boundary), and all
available? or all associations, | or all associations, o T
alliances and alliances and as_somatlons, as.somatlons,
coalitions of which it/coalitions of which it e}l!lance? anq . gl!lance? anq .
is a member. Is not| is a member. Is coalitions of which it coalitions of which it
ublicly available. | publicly available. | 'S 2 Member. Is not 's a member. s
P y | P y " | _publicly available publicly available
Does the company N ; A process to A process to A process to A process to
have a review O process 10 I monitor and review | monitor and review | monitor and review | monitor and review
process of monitor and review | gggociation, association, association, association,
associations, association, alliance, coalition | alliance, coalition | alliance, coalition | alliance, coalition )
alliances, alliance, coalition and thinktank and thinktank and thinktank and thinktank 40%
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member or to
which it provides
support?

The process is not
necessarily
implemented.

The process is
implemented, but
responsibility for
oversight of the

Level 1*, and
implementation of
the process lies
below Level 3*.

process lies below

Either responsibilit

process lies at
Level 1%, or

for oversight of the

implementation of
the process lies at
Level 3 or above*.

y| Responsibility for
oversight of the
process lies at
Level 1%, and
implementation of
the process lies at
Level 3 or above®.

Does the company
have an action
plan addressing
what action to
take when
associations,
alliances,
coalitions or
thinktanks of
which itis a
member or to
which it provides

No action plan
exists.

Action plan sets out
which actions are to
be taken when
associations,
alliances, coalitions
or thinktanks are
found to be
opposing “climate-
friendly” policies.
Action plan does

making public
statements
challenging

associations,

and thinktanks™*.
Does not include
either of the other

Action plan includes

alliances, coalitions

engaging with
associations,

or thinktanks to
change their
position’. May
include making
public statements,
but does not

. : : "
support are found not include any of | = actions listed’. | funding actions listed'.
. ; . T or/suspending or
to be opposing the actions listed?. endin
“climate-friendly” b % t
policies ?* membership’.

Action plan includes

alliances, coalitions|Action plan includes

include withdrawing

withdrawing funding
for/suspending or
ending membership
of the association,
alliance, coalition or
thinktank*. May
include both other

20%

*  Further guidance for each level of seniority is given below:

(o]

o

Level 1

organizational or corporate strategic direction.
= Examples: Board, sub-set of the Board, Chief Executive Officer (CEO)

Level 2

of one or more business units.
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Highest level of accountability or decision-making within the organization, with responsibility for overall

Person/committee that is one step in the corporate structure from the highest level of decision-making of the
organization (i.e. reports to or is accountable to Level 1). Inputs into organizational strategy but does not make
decisions on it. May have responsibility and accountability for business unit strategy formation and implementation




= Examples: Vice President, Director, other C-Suite officer (e.g., Chief Financial Officer (CFO), Chief Procurement
Officer (CPO), Chief Risk Officer (CRO), Chief Operating Officer (COO), Chief Sustainability Officer (CSO), etc.),
other committee appointed by the Board
o Level3
= Person/committee that is two steps in the corporate structure from the highest level of decision-making of the
organization. May have responsibility and accountability for business unit strategy formation and implementation
for one business unit.
=  Examples: Manager, Senior Manager
o Level4
= Person/committee that is three or more steps in the corporate structure from the highest level of decision-making
of the organization. No responsibility or accountability for business unit strategy development.
= Examples: Officer, Senior Officer
t  Actions a company can take when associations, alliances, coalitions or thinktanks of which it is a member or to which it provides support
are found to be opposing “climate-friendly” policies follow a hierarchy of severity, as follows (source: [61], [62]):
1. Making public statements challenging associations, alliances, coalitions and thinktanks
= For example, the company speaks out, publicly distancing itself from statements or lobbying against climate policy by
associations, alliances, coalitions or thinktanks of which it is a member or to which it provides support. The company
explains how these statements or lobbying are inconsistent with its own emission reduction goals and with its support
for climate policy.
2. Engaging with associations, alliances, coalitions or thinktanks to change their position.
= For example, the company works to end lobbying against climate policy through transparent and time-bound
engagement with those organizations.
3.  Withdrawing funding for/suspending or ending membership of the association, alliance, coalition or thinktank.
= For example, where attempts to change an association’s position prove ineffective or insufficient, the company
discontinues its membership or withdraws funding from the association.

RATIONALE

PP 8.1 COMPANY POLICY ON ENGAGEMENT WITH ASSOCIATIONS, ALLIANCES, COALITIONS OR THINKTANKS

RATIONALE OF THE
INDICATOR

Associations, alliances, coalitions and thinktanks are key instruments by which companies can indirectly influence policy on climate. Thus, when
these organisations take positions that are negative for the climate, companies need to take action to ensure that this negative influence is
countered or minimised.
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PP 8.2 ASSOCIATIONS, ALLIANCES, COALITIONS AND THINKTANKS SUPPORTED DO NOT HAVE CLIMATE-NEGATIVE ACTIVITIES OR POSITIONS

(WEIGHTING: 1%)

DESCRIPTION &
REQUIREMENTS

PP 8.2 ASSOCIATIONS, ALLIANCES, COALITIONS AND THINKTANKS SUPPORTED DO NOT HAVE CLIMATE-NEGATIVE ACTIVITIES OR
POSITIONS

SHORT DESCRIPTION
OF THE INDICATOR

The company is not on the Board of, providing funding beyond membership to, or otherwise supporting any associations, alliances, coalitions

or thinktanks that have climate-negative activities or positions.

DATA REQUIREMENTS

The relevant data for this indicator are:

*

CDP 2021 Questionnaire mapping to this indicator:

* & & o o

Company policy on engagement with associations, alliances, coalitions or thinktanks

C12.3

C12.3a
C12.3c
C12.3d
C12.3f

External sources of data shall also be used for the analysis of this indicator:

* & & & o oo o

Press news
RepRisk database,

InfluenceMap (regarding both companies and trade associations to which the company belongs)

Climate Action 100+
Ellen Macarthur Foundation (21)

EP100 — Climate Group www.theclimategroup.org/project/ep100

Low-carbon Technology Partnerships
Partnerships-initiative

initiative www.wbcsd.org/Programs/Climate-and-Energy/Climate/Low-Carbon-Technology-
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HOW THE ASSESSMENT
WILL BE DONE

The list of associations, alliances, coalitions and thinktanks declared in the CDP data and other external sources relating to the company is
assessed against a list of associations, alliances, coalitions and thinktanks that have climate-negative activities or positions (InfluenceMap is
usually used for this [63]). (Consideration should be given as to whether these associations, alliances, coalitions and thinktanks in turn are
members of or otherwise support other such organisations that have climate-negative activities or positions.) Such activities or positions could
include lobbying against climate policies and practices. The results will be compared to any policy described in 8.1 (“Company policy on
engagement with associations, alliances, coalitions or thinktanks”).

Assoctated 0% 25% 50% 75% 100%
The company is
The company is not on the board The company is
Does the on the board or or providing not a member of
company provides funding funding beyond or providin
support beyond membership of funding for a?wy
associations, membership to any associations, associations
alliances, associations, alliances, alliances ’
coalitions or alliances, coalitions or coalitions E)r 100%
thinktanks that | coalitions and/or thinktanks that thinktanks that
have climate thinktanks that have climate- have climate-
negative have climate- negative negative
activities/positio negative activities or activities or
ns? activities or positions. s
positions Company can be positions
member.

RATIONALE

PP 8.2 ASSOCIATIONS, ALLIANCES, COALITIONS AND THINKTANKS SUPPORTED DO NOT HAVE CLIMATE-NEGATIVE ACTIVITIES OR
POSITIONS

RATIONALE OF THE
INDICATOR

Associations, alliances, coalitions and thinktanks are key instruments by which companies can indirectly influence policy on climate. Thus,
participating in such organisations which actively lobby against climate-positive legislation is a negative indicator and likely to obstruct low-
carbon transition. However, membership of associations, alliances, coalitions and thinktanks that support climate positive policies should also
be considered in the analysis
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PP 8.3 POSITION ON SIGNIFICANT CLIMATE POLICIES (WEIGHTING: 1%)

DESCRIPTION & PP 8.3 POSITION ON SIGNIFICANT CLIMATE POLICIES

REQUIREMENTS

SHORT DESCRIPTION
OF THE INDICATOR

The company is not opposed to any significant climate-relevant policies and/or supports climate-friendly policies.

DATA REQUIREMENTS

*

The relevant data for this indicator are:

The company should attach supporting documentation, if this exists, giving evidence on the position of the company on significant
climate policies (public statements, etc.).

The company shall disclose details of the issues on which it has been directly engaging with policy makers and its proposed legislative
solution.

CDP 2021 Questionnaire mapping to this indicator:

c12.3
C12.3a
C12.3c

C12.3f

External sources of data shall also be used for the analysis of this indicator:

* & & o o o o

Press news

RepRisk database,

InfluenceMap (regarding both companies and trade associations to which the company belongs)
Climate Action 100+

Ellen Macarthur Foundation (21)

EP100 — Climate Group www.theclimategroup.org/project/ep100

Low-carbon Technology Partnerships initiative www.wbcsd.org/Programs/Climate-and-Energy/Climate/Low-Carbon-Technology-
Partnerships-initiative
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HOW THE ASSESSMENT 1., analyst evaluates the description and evidence of the company’s position on relevant climate policies (see Module rationale for the

WILL BE DONE

description of relevant climate policies) for the presence of best practice elements, negative indicators and consistency with the other reported
management indicators. The company description and evidence are compared to the maturity matrix developed to guide the scoring and a
greater number of points will be allocated for elements indicating a higher level of maturity.

Question Basic Standard

Associated score

Advanced Next practice Low-carbon aligned

Weighting

100%

What is the Direct opposition to
position of the climate policies
company on (including where
significant climate| third-party claims

policies? are found).

No reported direct
opposition to
climate policies.

A monitoring and
review process to
ensure that the
company’s policy

Does the company

..~ .~ No monitoring and
have a monitoring

review process to

rozg:srt?:':r::ure ensure that the pQSitionS are
Je) : ! company’s policy consistent with the
that its policy goals of the Paris

positions are
consistent with the
goals of the Paris
Agreement exists.

positions are
consistent with
the goals of the
Paris Agreement?

Agreement exists.

The process is not
necessarily
implemented.

Publicly supports
significant climate
policies.

A monitoring and
review process to
ensure that the
company’s policy
positions are
consistent with the
goals of the Paris
Agreement exists.

The process is
implemented, but
oversight of the
process lies below
Level 1, and
implementation of
the process lies
below Level 3.

Publicly supports
significant climate
policies.

Publicly commits to

international low-
carbon

commitments, such

as the Paris
Agreement.

A monitoring and
review process to
ensure that the
company’s policy
positions are
consistent with the
goals of the Paris
Agreement exists.

Either oversight of
the process lies at
Level 11, or
implementation of
the process lies at
or above Level 3.

Publicly supports
significant climate
policies.

Publicly commits to
international low-carbon
commitments, such as 60%
the Paris Agreement.

Actively participates
in/leads sectoral/cross-

sectoral initiatives

against climate
change®.

A monitoring and
review process to
ensure that the
company'’s policy
positions are consistent
with the goals of the
Paris Agreement exists. 40%

Oversight of the
process lies at Level 17,
and implementation of
the process lies at or
above Level 3.

Pulp & Paper methodology | ACT Initiative | Methodology document | page 149



*

+

Examples of sectoral/cross-sectoral initiatives against climate change might include, but are not limited to:

o Science Based Targets initiative (SBTi)

o Leadership Group for Industry Transition (LeadIT)
o Mission Possible Partnership (MPP)
Further guidance for each level of seniority is given below:

(¢]

(o]

(¢]

o

Level 1

Level 2

Level 3

Level 4

Highest level of accountability or decision-making within the organization, with responsibility for overall
organizational or corporate strategic direction.
Examples: Board, sub-set of the Board, Chief Executive Officer (CEQO)

Person/committee that is one step in the corporate structure from the highest level of decision-making of the
organization (i.e. reports to or is accountable to Level 1). Inputs into organizational strategy but does not make
decisions on it. May have responsibility and accountability for business unit strategy formation and implementation
of one or more business units.

Examples: Vice President, Director, other C-Suite officer (e.g., Chief Financial Officer (CFO), Chief Procurement
Officer (CPO), Chief Risk Officer (CRO), Chief Operating Officer (COO), Chief Sustainability Officer (CSO), etc.),
other committee appointed by the Board

Person/committee that is two steps in the corporate structure from the highest level of decision-making of the
organization. May have responsibility and accountability for business unit strategy formation and implementation
for one business unit.

Examples: Manager, Senior Manager

Person/committee that is three or more steps in the corporate structure from the highest level of decision-making
of the organization. No responsibility or accountability for business unit strategy development.
Examples: Officer, Senior Officer

RATIONALE

PP 8.3 POSITION ON SIGNIFICANT CLIMATE POLICIES
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RATIONALE OF THE
INDICATOR

Many initiatives have been developed about sustainable practices that contribute to the transition to a low-carbon economy. Companies should
not oppose effective and well-designed regulation in these areas but should support it. Assessing the position of the company regarding the
evolution of the context is thus key to understand the corporate vision in these matters.

PP 8.4 COLLABORATION WITH LOCAL PUBLIC AUTHORITIES (WEIGHTING: 2%)

DESCRIPTION &
REQUIREMENTS

PP 8.4 COLLABORATION WITH LOCAL PUBLIC AUTHORITIES

SHORT DESCRIPTION
OF THE INDICATOR

This indicator evaluates the extent to which the company collaborates with local public authorities to achieve local emissions reductions, increase
collection and sorting of post-consumer paper & board material and/or on forest-related issues. While indicator 8.3 “Position on significant climate
policies” relates to national and international policies, this indicator assesses the company’s engagement with sub-national public authorities,
both in terms of climate-related policy engagement and the establishment of climate-related partnerships.

DATA REQUIREMENTS

The relevant data for this indicator are:
+ Participation in meetings/collaborations with public authorities/local actors

¢ Contracts with public authorities/local actors

CDP 2021 Questionnaire mapping to this indicator:
¢ C12.3e

HOW THE ASSESSMENT
WILL BE DONE

The analyst evaluates the description and evidence of the company’s collaboration with local authorities for the presence of best-practice
elements. Collaboration generally falls into two main categories, policy engagement and collective action/partnerships. Policy engagement could
range from dialogue between the company and local authority around the development of new climate-related policies, to participation in local
pilot programs to test these policies, to large-scale support for and implementation of these policies. Collective action/partnerships could range
from participation in working groups, roundtables, ongoing initiatives, events and/or platforms for local authorities and companies to advance
specific issues related to climate change/emissions reduction, to large-scale public-private partnerships (PPPs) with a climate change/emissions
reduction focus.

In general, a partnership can only be classed as such if it goes beyond a mere contract between the public authority and the company. It must
be a collaboration that works to improve the current system/process and displays additionality (the collaboration reduces GHG emissions beyond
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business as usual, meaning the reductions would not have happened had the collaboration not been implemented). For example, a contract
between a transport operator and a public authority would not be enough to be classed as a partnership by itself, whereas a partnership to
reduce local GHG emissions by increasing the share of electric/hybrid/hydrogen buses and promoting greater uptake of public transport within

the local area would be sufficient.

The main thematic areas of these collaborations for the pulp and paper sector are the following:

¢ Local emissions reduction

¢ Increase collection and sorting of post-consumer paper & board material

¢ Forest-related issues

In each case, the level of maturity will depend on the level of commitment from the company, and whether there is evidence that the collaboration

has been successful in achieving local emissions reductions.

The company description and evidence are compared to the maturity matrix developed to guide the scoring and a greater number of points are

allocated for elements indicating a higher level of maturity.

Question

Associated score

0%

Standard

Advanced

Next practice

Low-carbon
aligned

100%

Weighting

No evidence that The company is a
Does the the company 1S The company is a |significant partner?
company collaborating .W'th significant partner| (alongside local
collaborate with |, 219 SuPPorting The compan (alongside local |authority/authoritie
local authorities to ompany thoritv/authoriti d oth
and support local . activel authority/authoritie s and other
h achieve local The company ctively ;
authorities to T . articipates in s and other stakeholders) in
- emissions engages in particip takeholders) in lthe impl ot
achieve local . . . small-scale stakeholders) in e implementation
. . reductions, dialogue with local , the imol tati f lona-t
emissions . . X o pilot/short- plementation|  of long-term,
reductions increase collection authorlty_/author|t|e term/one-off of long-term, climate-related 100%
. ’ land sorting of post-| s to design future - climate-related loolicies/partnershi
Increase : rograms with local P partnership
collection and | c°nsumer paper &| climate-related [P : - Ipolicies/partnership S.*
. board material |policies/partnership|@uthority/authoritie S *
sorting of post- | . = torest * s to test/implement :
Zonsumer paper | ~ | ted issues climate-related The company has
board material ’ licies/partnershi d and
policies/partnership measured an
and/or on forest- other than S The company has disclosed an
related issues? | '°SPecting its measured and e
' contractual disclosed an emissions
obligations, if any. emissions reduction as a
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reduction as a result of the

result of the policy/partnership
Or policy/partnership being
being implemented.
Third-party claims implemented.

are found showing The company has
that the company a policy to increase
is willing to such collaboration

collaborate in more of its

operational

jurisdictions, and is
taking concrete
steps towards this
(e.g., engaging in
dialogue,
participating in pilot
programs,
implementing
policies/partnership
s with local
authorities).

Examples of climate-related policies/partnerships that pulp & paper companies can carry out with local authorities are:

o Procurement partnerships regarding post-consumer paper and board collected by local authorities

o Development of market opportunities for waste / by-products of the industry through public procurement

o Other actions than the ones listed above may be eligible, if judged relevant (significant climate impact) by the analysts
A company can be classed as a “significant partner” if the policy/partnership would not exist, or be significantly smaller/less successful,
without the company’s involvement. The company must be one of the few largest or most invested stakeholders in the policy/partnership.
Analysts should take into account the size of the company assessed. For example, companies operating in a single jurisdiction are not
expected to be involved in collaboration with public authorities outside of that jurisdiction, and could still score Low-carbon aligned if
they met each of the other criteria (for example, if they had demonstrated emissions reductions as a result of the policy/partnership
being implemented, and had a policy to become involved in more collaboration within their operational jurisdiction).

RATIONALE

PP 8.4 COLLABORATION WITH LOCAL PUBLIC AUTHORITIES

RATIONALE OF THE

Collaboration with local authorities can be a key instrument by which companies can indirectly influence policy on climate in their territory. Thus,

INDICATOR

participating actively in local dialogues shows leadership in climate actions and can significantly help climate policy enforcement.
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MODULE 9: BUSINESS MODEL (WEIGHTING: 10%)

MODULE RATIONALE

A company may transition its business model to other areas to remain profitable in a low-carbon economy. The company’s future business model should enable it to decouple
financial results from GHG emissions, in order to meet the constraints of a low-carbon transition while continuing to generate value. This can be done by developing activities
outside the core business of the company.

This module aims to identify both relevant current business activities and those still at a burgeoning stage. It is recognised that transition to a low-carbon economy, with the
associated change in business models, will take place over a number of years. The analysis will thus seek to identify and reward projects at an early stage as well as more
mature business activities, although the latter (i.e., substantially sized, profitable, and/or expanding) business activities will be better rewarded.

¢ Score will be based on long-term viability of the company’s business model in the low-carbon economy.

¢ Is the company developing levers, and activating them, to transition to low-carbon economy?

¢ Isthere a need to change the company’s fundamental business model? E.g. ticket agencies can just offer tickets for train rather than air travel, engineering services

no longer provided to fossil fuel companies.
¢ How linked to emissive activities is the business model?
¢ Companies that are already low carbon, and therefore have no reason to shift their core business model, should not be penalised.

“New business activities” and “New business models” that are used in the indicators below, have different meanings. While both contribute to aligning the economy with a well-
below 2°C pathway, the first term refers to new products in new markets, though sold via the traditional business model, while the latter refers to new ways of earning money
(e.g., alternative services the company could develop).

e PP 9.1 BUSINESS MODELS AND NEW BUSINESS ACTIVITIES SUPPORTING LOW-CARBON PROCESSES (WEIGHTING: 5%)

DESCRIPTION & PP 9.1 BUSINESS MODELS AND NEW BUSINESS ACTIVITIES SUPPORTING LOW-CARBON PROCESSES
REQUIREMENTS

SHORT DESCRIPTION
OF THE INDICATOR

The company is actively developing business models and new business activities that aim at switching to low-carbon-processes
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DATA REQUIREMENTS

The relevant data for this indicator are:

*

Details on the business model(s) and new business activity(ies)

The relevant data of the CDP 2021 climate change questionnaire mapping to this indicator:

* & o o

C2.4a
C3.3
C4.3
C9.6

HOW THE ASSESSMENT
WILL BE DONE

The analysis is based on the company’s degree of activity in one of the future business model/new business activity areas.

Best practice elements to be identified in the test/analysis include:

* & o o

The business model/activity is profitable;
The business model/activity is of a substantial size;
The company is planning to expand the business activity;

Expansion will occur on a defined timescale.

Relevant business model / new business activity areas for this indicator are:

*

* & o o

Development of biorefineries, and, eventually, selling biofuels/biogas to other sectors, especially using waste produced during
manufacturing processes

Selling electricity/heat surplus from own renewable low-carbon electricity/heat-generation assets

Selling waste heat from pulp & paper manufacturing processes

Development of CCUS and bio-CCUS technologies

Development of partnerships with Energy and Services Companies (ESCo)

This list is based on identified business models/business activities in reports and literature related to the pulp & paper industry (CEPI,2017
[22]; CEPI 2021 [35]; Material economics, 2019 [64]; Reinvent decarbonisation; 2018 [65]; Moya & al, 2017 [3]). Other new business activities
or business models than the ones listed may be eligible, if judged relevant (significant climate impact) by the analysts.
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If several business models / new business activities are developed by the company, the final score will be the one given to the most mature
one (usually the one that is best scored too). Indeed, the company should not be penalized if it has built a mature business model / new
business activity and, in addition, explores other tracks (which would be scored with a lower score as less mature) compared to another
company having only one mature business model / new business activity.

Low-carbon
aligned

Dimension Basic Standard Advanced Next practice

Weighting

Associated 0 o, c o 0
JE—— 0% 25% 50% 75% 100%
Mature business
. model / new
Profitability of l\li(r)]taeitérrna;cril or business activity Mature and
the business stagg of y but non profitable profitable
model / new development orina business model / 25%
business P development new business
.. (research or =
activity . stage (prototype activity
conception d
stage) / demonstration
or test)
Substantial size
Limited size of of market for the
business for the company
Size of the company (few (significant
business model Not estimated FTE or time number or FTE 25%
/ new business dedicated, small or dedicated
activity turnover, few hours, great
revenues turnover, great
expected, etc.) anticipated

profitability, etc.)
Scheduling the
Growth Not estimated or expansion of the

PEBEN I exploration of the Scheduling next target or size of
business model pic development 9 ; 25%
/ new business business model steps the business
activit interrupted P model / new
y business activity
LA O Deployment Deployment
schedule of the . .
business model Non scheduled scheduled. with a scheduled.wnh a 25%
/ new business 2-year horizon or 2-year horizon or
less more

activity
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RATIONALE

The minimum requirement for points to be awarded is that some level of exploration of one or more of these relevant business models/activities
has started. This could include participation in collaborations, pilot projects, or research funding.

PP 9.1 BUSINESS MODELS AND NEW BUSINESS ACTIVITIES SUPPORTING LOW-CARBON PROCESSES

RATIONALE OF THE
INDICATOR

In addition to developing sustainable practices, a company may transition its business model / business activities to other areas to remain
profitable in a low-carbon economy. The company’s future business model / new business activity should enable it to decouple financial
results from GHG emissions, in order to meet the constraints of low-carbon transition while continuing to generate value.

This indicator aims to identify, regarding manufacturing processes, both relevant current new business models / new business activity, and
those still at a burgeoning stage. It is recognized that transition to a low-carbon economy, with associated change in business models /
business activity, will take place over a number of years. The assessment will thus seek to identify and reward projects at an early stage as
well as more mature business models / business activities, although the latter (i.e., substantially sized, profitable, and/or expanding) business
model / new business activity will be better rewarded.

e PP 9.2 BUSINESS MODELS AND NEW BUSINESS ACTIVITIES SUPPORTING THE DEVELOPMENT OF NEW INNOVATIVE LOW-CARBON PRODUCTS

(WEIGHTING: 5%)

DESCRIPTION &
REQUIREMENTS

PP 9.2 BUSINESS MODELS AND NEW BUSINESS ACTIVITIES SUPPORTING THE DEVELOPMENT OF NEW INNOVATIVE LOW-CARBON
PRODUCTS

SHORT DESCRIPTION
OF THE INDICATOR

The company is actively developing business models and new business activities that aim at supplying low-carbon products and integrating
circular economy.

DATA REQUIREMENTS

The questions comprising the information request that are relevant to this indicator are:

¢ Details on the business model(s) and new business activity(ies)

CDP 2021 climate change questionnaire mapping to this indicator:

C2.4a
C3.3
C4.3
C9.6

* & o o
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HOW THE ASSESSMENT 1}, analysis is based on the company’s degree of activity in one of the future business model / new business activity areas.

WILL BE DONE , S o
Best practice elements to be identified in the test/analysis include:

The business model/activity is profitable;
The business model/activity is of a substantial size;

The company is planning to expand the business activity;

* & o o

Expansion will occur on a defined timescale.

Relevant business model / new business activity areas for this indicator are:

¢ New business related to the development of products based on cellulosic fibres for other industries (e.g., bio-chemicals,
pharmaceuticals, textiles, building (thermal insulation), etc.)
¢ New business related to selling waste from manufacturing processes
¢ New business related to an increased efficiency of pulp & paper products
o Light-weight paper and board
o Reusable packaging, especially for food and beverage packaging
o Development of products with a high proportion of recovered fibres where it is not traditionally the case (e.g., sanitary and
household products)
¢ New business related to the development of alternatives of fossil fuel/glass/cement-based products that are usually not easily
replaceable by alternative materials (e.g., bio-based road binder made from paper industry residues)
¢ New business related to the development of products integrating new raw materials (agricultural waste, recycled textile, etc.). These
should be alternative fibres that take into account all the related biodiversity and food security impacts over their lifecycle
¢ New business models related to selling paper and board per product functionality instead of per ton of material to promote light-
weight final products (less material needed for same functionality, which should lead to GHG emissions reductions)
¢ New business models related to selling reusable paper/board and the related services:
o Production of graphic paper that can be cleaned and reused, and/or easily de-inked with low emissions. This includes the
production of the paper, printing, collection after use, maintenance of the machines, and de-inking of the recycled material
o Production of reusable packaging and related services such as the collection of the packaging after use

This list of activities is based on identified business models / new business activities in reports and literature related to the pulp & paper
industry (CEPI 2017 [22]; CEPI 2021 [35]; Material economics, 2019 [64]; Reinvent decarbonisation; 2018 [65]; Moya & al, 2017 [3]).
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Other new business activities or business models based on new low-carbon products than the ones listed above may be eligible, if judged
relevant (significant climate impact) by the analysts. In this case, the company must prove its relevance using for instance quantitative or
qualitative studies/analysis (e.g., comparison of the low-carbon aspect with the average region performance). Selling Energy Attribute
Certificates (e.g., Guarantee of Origin) is not accepted for this indicator. Having said that, selling electricity surplus from own renewable
electricity-generation assets is a business model accepted in the indicator PP 9.1.

Low-carbon
aligned

Dimension Basic Standard Advanced Next practice

. Weighting
Associated 0% 25% 50% 75% 100%
score
Mature new
Not estimated or business
Profitability of . model/activity but Mature and
in a very early . .
the new stage of non profitable or profitable new 25%
business 9 in a development business °
.. development o
model/activity stage (prototype / model/activity
(research or .
conception stage) demonstration or
test)
. . Substantial size
L'”.“ted size of of market for the
business for the
company (few company
Size of the new FTE or time (significant
business Not estimated . number or FTE or 25%
.. dedicated, small .
model/activity dedicated hours,
turnover, few
great turnover,
revenues great anticipated
expected, etc.) profitability, etc.)
Growth potential | Not estimated or . Schedglmg the
. Scheduling next expansion of the
LA DIE exploration of the development target or size of 25%
business business model P 9 . °
.. ; steps the new business
model/activity interrupted .
model/activity
Deployment Deployment Deployment
schedule of the scheduled with a scheduled with a o
, Non scheduled . . 25%
new business 2-year horizon or 2-year horizon or
model/activity less more
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The minimum requirement for points to be awarded is that some level of exploration of one or more of these relevant business areas has
started. This could include participation in collaborations, pilot projects, or research funding.

RATIONALE PP 9.2 BUSINESS MODELS AND NEW BUSINESS ACTIVITIES SUPPORTING THE DEVELOPMENT OF NEW INNOVATIVE LOW-CARBON
PRODUCTS

RATIONALE OF THE
INDICATOR In addition to developing sustainable practices, a company may transition its business model / business activities to other areas to remain

profitable in a low-carbon economy. The company’s future business model should enable it to decouple financial results from GHG emissions,
in order to meet the constraints of low-carbon transition while continuing to generate value.

This indicator aims to identify, regarding the development of low-carbon products, both relevant current ones, and those still at a burgeoning
stage. It is recognized that transition to a low-carbon economy, with associated change in business models / business activities, will take place
over a number of years. The assessment will thus seek to identify and reward projects at an early stage as well as more ones, although the
latter (i.e., substantially sized, profitable, and/or expanding) business activities/ business models will be better rewarded.
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6. Assessment

= NOTE

¢ ACT provides guidelines concerning the scope and boundaries of the sector
covered by this methodology to determine which type of GHG emissions are
included or excluded. However, it does not provide tools and databases to
measure and calculate these emissions. In particular, the choice of emissions
factors does not fall under the responsibility of the ACT methodology. ACT
recommends using company-specific emissions factors, or if unavailable,
standard emissions factors recognized in the sector.

¢ The analyst should pay high attention to the way the GHG emissions are
reported by the company and especially if they are aligned with boundaries of
the activity benchmark.

6.1. SECTOR, ACTIVITY AND COMPANY BENCHMARKS

6.1.1. SECTOR SCENARIO

The fundamental target to achieve for all organizations is to contribute to not exceeding a threshold of 2°C
global warming compared to pre-industrial temperatures.

The sector scenario is based on Energy Technology Perspectives 2017 (ETP 2017) [1] from IEA. Three
scenarios are presented in ETP 2017: The Reference Technology Scenario, the 2°C scenario, and the
Beyond 2°C scenario. This latest is aligned with the Paris Agreement and is thus used by ACT.

This scenario enables the world energy system to reach net-zero emissions in 2060. As mentioned by IEA in
its report, “[it] results in cumulative emissions from the energy sector of around 750 GtCO, between 2015 and
2100, which is consistent with a 50% chance of limiting average future temperature increases to 1.75°C.
Energy sector emissions reach net zero around 2060, supported by negative emissions through deployment
of biofuel with CCS”. This budget is then allocated to different sectors by IEA based on historical data and
trends, statistical information, socio-economic assumptions, exogenous material demand projections, and
expert input.

The IEA scenario provides a projection of the scope 1 CO, emissions and electricity demand of the pulp &
paper sector from 2014 to 2060. It also estimates the paper and board production until 2060.

6.1.2. SECTOR SCENARIO DISAGGREGATION BY ACTIVITY

The scope of IEA scenario includes the three following activities: pulp production, paper and board
manufacturing, and paper and board converting (ISIC Division 17).
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In order to compare companies to an appropriate benchmark with the same scope (e.g., a company producing
pulp only against a benchmark on pulp activity only), we disaggregate the IEA scenario into three scenarios
(one for each of the activities it includes). As this disaggregation cannot be shared by the IEA, ACT estimated
the share of each activity in the total “sub-sector CO, emissions” (scope 1 emissions related to pulp & paper
manufacturing processes) and sector electricity consumption (activity data needed to calculate scope 2
emissions related to pulp & paper manufacturing processes) from 2014 to 2050.

To do so, we use a two-step approach that is described in more details in Annex 2. We first disaggregate into
three (one for each activity) the two types of data (CO; scope 1 emissions and electricity consumption) in
2014, which is the starting point of the IEA scenario. To do so, we use two databases: Ecoinvent and FAO
Stat ( [66], [67]). Ecoinvent database provides average scope 1 emissions intensity (in tCO./t of material) and
electricity consumption intensity (in kWh/kg of material) for different industrial processes in different regions
of the world. It includes manufacturing processes of the three activities included in the IEA scenario. The
database is widely used by Life-Cycle Analysis (LCA) analysts. FAO Stat database provides 2014’s volume
of production for the different pulp processes (output of the pulp production activity) and 10 general grades
of paper and board (output of the paper & board manufacturing processes).

Note: for some grades of paper and board, data on scope 1 CO, emissions intensity and electricity
consumption intensity have been found for the 2 and 3 sub-grades of paper and board. When no information
on the allocation of the volume of production of the grade of paper and board was provided, then the volume
has been equally allocated between the 2 or 3 sub-grades of paper and board.

With these two databases, we can estimate the scope 1 CO; emissions and electricity consumption of the
three activities. For that we do a sum product: we multiply the scope 1 CO, emissions intensity and electricity
consumption intensity by the related volume of production of the process, and then sum the results of all
these calculations. Then, for the two types of data, we calculate the share (as a percentage) of each activity
regarding the total.

Estimated electricity consumption in
2014

Estimated scope 1 emissions in
2014

Share in % Share in %

Pulp and Paper sector (sum of the 3) 221 MtCO2 100% 432 664 734 MWh 100%

Pulp production (including the production of recovered fibers) 68 MtCO2 31% 137 689 937 MWh 32%
Paper and board manufacturing 142 MtCO2 64% 269573 123 MWh 62%

Paper and board converting 11 MtCO2 5% 25401 674 MWh 6%

FIGURE 17 - ESTIMATED ABSOLUTE SCOPE 1 EMISSIONS AND ELECTRICITY CONSUMPTION PER ACTIVITY IN 2014 USING ECOINVENT
AND FAO

We then apply these percentages to the scope 1 CO, emissions and electricity consumption values provided
by IEA in 2014 for the sector to disaggregate the IEA sectoral scenario by activity.

Estimated scope 1 emissions in Estimated electricity
2014 consumption in 2014

Pulp and Paper sector (sum of the 3) 194 MtCO2 284 901 656 MWh IEA ETP 2017

Pulp production (including the production of recovered fibers) 60 MtCO2 90 666 255 MWh IEA ETP 2017 x Deloitte analysis (using Ecoinvent and FAO)
Paper and board manufacturing 125 MtCO2 177 508 872 MWh IEA ETP 2017 x Deloitte analysis (using Ecoinvent and FAO)

Paper and board converting 9 MtCO2 16 726 529 MWh IEA ETP 2017 x Deloitte analysis (using Ecoinvent and FAO)

FIGURE 18 - EXAMPLE - 31% HAS BEEN APPLIED TO 194 MTCO2 (FROM IEA ETP 2017) TO OBTAIN THE ESTIMATED SCOPE 1
EMISSIONS IN 2014 OF THE PULP PRODUCTION ACTIVITY
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Once we have the estimated scope 1 CO, emissions and electricity consumptions in 2014 of each of the three
activities, we estimate these two types of data until 2050. To do so, we apply to the same annual trend gradient
(as a percentage) as the one provided by IEA scenario for the sector.

As a result, we have an estimation of the scope 1 CO, emissions and electricity consumptions of each of the
three activities from 2014 to 2050.

6.1.3. MECHANISMS TO CALCULATE THE ACTIVITY BENCHMARK

The mechanisms to calculate the activity benchmark of the first type of company benchmark (see section
6.1.4) are based on the principles of the Sectoral Decarbonization Approach (SDA) [68] developed by SBTi.
The activity benchmark is expressed in tCO; / tonne of material per year.

The calculation uses the following 2-step methodology for each year between 2014 and 2050:

First, for each of the three activities within the scope of the sector, an annual scope 1 and 2 CO; emissions
intensity is calculated (in tCO; / tonne of air-dry pulp for the pulp activity, in tCO, / tonne of produced paper
and board for the paper and board manufacturing activity, in tCO> / tonne of consumed paper and board for
the paper and board converting activity):
¢ Annual scope 1 CO; emissions intensity of the activity (in tCO. / tonne of material): the annual
scope 1 CO, emissions, that is estimated using ETP 2017 and the disaggregation introduced in the
sector scenario disaggregation by activity part above, is divided by the estimated annual material
production provided by ETP 2017 (for the paper and board sector) or estimated based on the paper
production (see Annex 2 for explanations) to estimate the annual scope 1 CO, emissions intensity
of the activity.
¢ Annual scope 2 CO; emissions intensity (in tCO. / tonne of material): the electricity consumption
of the activity, that is estimated using ETP 2017 and the disaggregation introduced above, is
multiplied by the estimated annual World grid intensity (in tCO2/MWh) as it is done by SBTi. This
World grid intensity is calculated by dividing the annual scope 1 CO, emissions of the power sector
by the estimated annual electricity generation (both data provided by ETP 2017). This enables the
estimation of the annual scope 2 CO, emissions of each of the three activities. Then this data is
divided by the total material production to estimate the annual scope 2 CO, emissions intensity of
the activity. It should be noted that the scope 2 emissions pathway does not include imported heat
as “there is a lack of 2 °C decarbonization models for the heat and steam sectors” [68]. Nevertheless,
SBTi recommends that “companies model purchased heat and steam related emissions as if they
were part of their direct (i.e., scope 1) emissions”[68] Imported heat is estimated to represent around
5% of total final energy consumed by the sector according to IEA in its latest scenario (SDS scenario)
which goes from 2000 to 2030. We align with the SBTi approach and ask companies to report their
whole scope 2 emissions, including purchased heat. The location-based approach shall be used
when reporting scope 2 emissions.

Then, for each activity, the annual scope 1 and 2 CO, emissions intensity is obtained by doing the sum of the
annual scope 1 CO; emissions intensity and the annual scope 2 CO, emissions intensity.
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EVOLUTION OF THE SCOPE 1 AND 2 CO2 EMISSION INTENSITY OF EACH ACTIVITY FROM 2014 TO 2050

—pulp production
{in 1€02 { metric tonne of air-dry
pulp)

FIGURE 19 - EVOLUTION OF THE SCOPE 1 AND 2 CO2 EMISSIONS INTENSITY OF EACH ACTIVITY FROM 2014 TO 2050

Second, the calculation of the activity benchmark uses both the annual scope 1 and 2 CO; emissions intensity
per activity (see above) and the material production/consumption of the assessed company.

The annual material production/consumption is the sum of the:

¢ Annual air-dry pulp produced by the company (pulp activity)
¢ Annual paper and board produced by the company (paper and board manufacturing activity)
¢ Annual paper and board consumed by the company (converting activity)

The company provides its volume of production/consumption per activity at different period of time in the
questionnaire (target base year, reporting year - 5, reporting year, reporting year + 5, target year, reporting
year + 15 with the indicator 2.4 on locked-in emissions). A trajectory, with annual points, of volume of
production/consumption per activity is created using these values at different years between the oldest year
(target base year or reporting year — 5) and latest year (target year or reporting year +15). From the latest
year to 2050, the annual volume of production/consumption is equal to the volume of production/consumption
at latest year. To estimate the volume of production/consumption per activity each year between two
reference points (e.g., reporting year and reporting year + 5), a Compound Annual Growth Rate (CAGR) is
calculated using the volume at the two reference points.

The CO, emissions intensity (in tCO, / tonne of material) of the activity benchmark in year Y is obtained by
summing the multiplication of the company’s volume of production/consumption per activity in year Y by the
CO; emissions intensity of the activity from the IEA scenario disaggregation in year Y (sum of until three
multiplications) and by dividing this sum by the sum of the company’s volumes of production/consumption
(sum of until three volumes). See the example below with low volumes of production.

Target base year Reporting year Reporting year +5 Target yeor
2015 2016 2017 02 [T 200 2021 202 2023 2025 2026 2027 2028
CompanyX's pulp production (int) 9 [ 1000 2000 2500 3000

CompanyX's paper production (in ) L |2000 1000 200 20

Scope 142 C0O2 emission intensity of @ _
the Activity benchmark 6 )

Activity
benchmark

cozemesonsotthe cmpanyspupprodUTon o] = 0.31 (EA scape 1 + 2 ntensiy of
with the intersity from the IEA scenario (int02) (&) the pulp production in 2014) x 1000
+ 1

€02 emissions of the company's paper production
with the intensity from the IEA scenario (in tC02)

= 0.57 (IEA scope 1+ 2 intensity of

11338 M the paper procuction in 2014)x 2000

Change of the CO2 emission intensity vs. year
before (in %)

due © the chonge in the production  Higher g
£45% per year withautthe  mix towards a

without the prod.

FIGURE 20 - EXAMPLE OF A COMPANY X THAT PRODUCES PULP AND MANUFACTURES PAPER (2 FIRST ACTIVITIES IN THE SCOPE
OF THE SECTOR) WHICH HAS A TARGET FOR 2029 WITH A TARGET BASE YEAR IN 2014, A PRODUCTION MIX WHICH TURNS FROM
1000T OF PULP IN 2014 TO 3000T OF PULP IN 2029
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The calculation of the activity benchmark for companies with a scope 1, 2 and 3 CO, emissions
intensity target [only for indicator PP 1.1]

Some companies set CO, emissions intensity targets that also encompass their scope 3. In this case, in order
to stick to the scope of the activity benchmark (only three activities covered), the concerned assessed
company is asked to provide at reporting year and target year its own scope 1 and 2 CO, emissions related
to activities within the scope of the sector as well as its scope 3 CO, emissions related to activities within the
scope of the sector also (the scope 1 and 2 CO, emissions of players in the company’s value chain). The
company will also need to provide an estimated volume of production/consumption covering the upstream
and downstream activities within its value chain, in addition to its own volume of production/consumption. For
instance, a paper manufacturer will be required to provide the volume of paper it has produced, but also the
volume of pulp it has purchased, and the volume of paper the converters to which it has sold its paper will
consume (i.e., the volume of produced paper, a second time).

The activity benchmark works the same way as the one described above except that it uses the volume of
production/consumption of the company as well the volume of production/consumption of players upstream
and downstream within the company’s value chain.

6.1.4. MECHANISMS TO CALCULATE THE COMPANY BENCHMARK

The company benchmark (CBg as in the indicator calculation) is the company’s allocated decarbonization
pathway.

Two types of company benchmarks are used in the methodology. The first one, which is used for all the
quantitative indicators except the indicator PP 1.2 on scope 3 target, is expressed in emissions intensity. It is
derived from the activity benchmark and is expressed in the same unit as the activity benchmark (in tCO, /
metric tonne of material production/consumption - see 6.1.3).

The second one, used only for the indicator PP 1.2 on scope 3 target, is expressed in absolute emissions.

The first type of company benchmark (in emissions intensity)

The company benchmark is based on the convergence mechanism (as SBTi does). This allocation takes the
company’s emissions intensity at the initial year and converges to the activity’s emissions intensity in 2050 at
a rate that ensures that the corresponding activity carbon budget is not exceeded. The rate of convergence
is determined by a market share parameter that will require the company to reduce faster its emissions
intensity if its market share increases (based on projections on the future pulp production and/or paper and
board production/consumption), and a convergence index based on the emissions reduction pathway of the
activity benchmark.
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FIGURE 21 - ILLUSTRATION OF THE CONVERGENCE MECHANISM

The example above shows that companies starting from a higher emissions intensity compared to the activity
benchmark will have a steeper decarbonization pathway than companies starting from a lower emissions
intensity. This way, past actions, or inaction to reduce emissions intensity is considered.

The second type of company benchmark (in absolute emissions)

The second type of company benchmark follows the principles of the Absolute Contraction Approach [69]
developed by SBTi for a well-below 2°C scenario. The decarbonization trajectory is based on the remaining
global carbon budget to limit global warming to below 2°C. This implies that all the companies must reduce
their absolute emissions by 2.5% each year “irrespective of initial emissions performance, and [companies]
do not have to converge upon a common emissions value” [69].

This company benchmark is used for the indicator on scope 3 targets as it is traditionally used by companies
to set their scope 3 targets using the SBTi standard.

6.2. BENCHMARKS USED FOR THE INDICATORS

Table 7 lists the benchmarks used for the quantitative indicators as well as their sources:
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TABLE 7 - BENCHMARKS FOR THE QUANTITATIVE INDICATORS

Benchmark Parameter Source e e
relevance
IEA ETP 2017 - background sector scenario
adapted for the methodology (disaggregated
by activity) [1] PP 1.1
Production Ecoinvent (consulted in July 2021) PP 1.2
Company and acﬁvity Emissions: FAO Stat (COﬂSUlted in JUly 2021) PP 2.1
benchmark Scope 1+2 SDA - Specific benchmark pathway definition PP 2.2
CBe [68] PP 2.4
Science-Based Targets — SBTi criteria and PP 4.1
recommendations [26]
Science-Based Targets — foundations [69]
Moya J. A. and Pavel C. C, Energy efficiency
and GHG emissions: Prospective scenarios
Benchmark of low- for the pulp & paper industry, 2018 [3]
carbon technologies ) o )
ICF Consulting, Industrial innovation : PP 2.3
for CAPEX o .
. Pathways to deep decarbonization of industry,
investments
2017 [36]
CEPI, Energy solutions forums, 2021 [35]
ICF Consulting, Industrial innovation :
Pathways to deep decarbonization of industry,
R&D benchmark TRL 2017 [36] PP 3.1
CEPI, Energy solutions forums, 2021 [35]
Governance
TCFD
benchmark
Maximum lifespan of Moya J. A. and Pavel C. C, Energy efficiency PP 1.2
assets before and GHG emissions: Prospective scenarios
modernization for the pulp & paper industry, 2018 [3] PP 2.4
Material economics, A net-zero transition for
EU industry - What does it mean for the pulp &
paper industry? June 2020 [64]
CEPI, 2050 Roadmap to a low-carbon PP 9.1
Business model bioeconomy, 2017 [22] -
PP 9.2

CEPI, Energy solutions forum, 2021 [35]

Ericsson and Nilsson, Climate innovations in
the paper industry: Prospects for
decarbonisation — Reinvent project, 2018 [65]
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6.3. WEIGHTINGS

6.3.1. RATIONALE FOR WEIGHTINGS
The selection of weightings for both the modules and the individual indicators was guided by a set of principles
(see the ACT Framework document for more information [12]). These principles helped define the weighting

scheme of the modules and indicators.

Principle Explanation

Value of information The value of the information that an indicator gives about a company’s
outlook for the low-carbon transition is the primary principle for the
selection of the weightings.

Impact of variation A high impact of variation in an indicator means that not performing in such
an indicator has a large impact on the success of a low-carbon transition,
and this makes it more relevant for the assessment.

Future orientation Indicators that measure the future, or a proxy for the future, are more
relevant for the ACT assessment than past & present indicators, which
serve only to inform about the likelihood and credibility of the transition.

Data quality sensitivity Indicators that are highly sensitive to expected data quality variations are
not recommended for a high weight compared to other indicators unless
there is no other way to measure a particular dimension of the transition.

The weightings have been designed for each of the three categories (integrated and semi-integrated
companies, pulp & paper/board manufacturers, and paper and board converters) in order to reflect their
inherent stakes.

¢ ‘“Integrated and semi-integrated companies” encompasses companies performing the three activities
within the scope of the sector (pulp production, paper and board manufacturing, paper and board
converting)

¢ “Pulp producers and paper and board manufacturers” encompasses companies performing the pulp
production only, the paper and board manufacturing only, the pulp & paper and board production (2
activities), the pulp & paper and board converting (2 activities), the paper and board manufacturing
+ paper and board converting (2 activities)

¢ “Paper and board converters” encompasses companies performing only the paper and board
converting activity

Targets 15%

The Targets module has a relatively large weighting of 15%. Most of it is placed on the two indicators on
alignment of emissions reduction targets (10% in total) with a weighting for each of the three categories
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depending on the share of scope 1 and 2 regarding the total emissions. The ‘Time horizon of targets’ indicator
has a medium weight of 3%. The ‘Time horizon of targets’ is a proxy of how forward-looking the company is,
which is very long-term oriented. Finally, the ‘Achievement of past and current targets’ indicator measures
the company’s past credentials on target setting and achievement, which provides more contextual
information on the company’s ability to meet ambitious future targets. A 2% weighting is attributed to this
indicator.

Direct operations 12 - 27%

Manufacturing pulp & paper requires high and long-term investments. Roadmaps specific to the pulp & paper
industry show that production systems using low-carbon energies and energy efficiency are key for the low-
carbon transition. The “Trend in past emissions intensity” is an indication, based on the past evolution of the
company’s emissions intensity, of the ‘adjustment’ that it must make to place itself on a low-carbon pathway
aligned with a well-below 2°C trajectory. A 2-4% weighting is attributed to this indicator. ‘Share of low-carbon
CAPEX is used to analyse if the company dedicates a sufficient share of its CAPEX in the transition of its
production system. As this is key to enabling the company to reach its decarbonization target, a relatively
high weighting has been set. It is comprised between 2% and 5% (the highest share for manufacturing
activities). The ‘Locked-in direct emissions’ indicator measures the amount of CO, that the company is
supposed to emit in the next 15 years based on planned volumes of production/consumption and the planned
modernization of its production sites. This attests to the company's ability to achieve its future target. It
receives a weighting of 3% to 5%. The indicator ‘Trend in future emissions intensity’ allows the company to
see whether the planned short-term investments in its production system are enough to put it on a
decarbonization trajectory aligned with a well-below 2°C trajectory. It receives a weighting of 3% to 6%.
Finally, the indicator ‘Transition towards low-carbon energy’ testifies the efforts of a company to decarbonize
its consumed electricity, heat and steam, the three main energy vectors of the sector. The weighting of the
indicator is higher for integrated companies that have a higher financial capacity to invest in the
decarbonization of electricity, heat and steam and that are more energy intensive (7%) compared to pulp &
paper manufacturers (6%) and paper and board converters (2%).

Intangible investment 5-10%

R&D in low-carbon technologies and low-carbon products is crucial. Overall, integrated companies have a
larger financial capacity for R&D, and thus have a weighting of 10%. Pulp & paper manufacturers’ investments
in R&D are also key, hence the weighting is 8%. On the contrary, converters present lower possibilities to
invest in R&D. The weighting for this category of company is 5%.

Indirect operations 13-26%

As the upstream and downstream activities within the scope of the sector can represent a high share of
product lifecycle emissions, the ‘Trend in past products specific performance’ is an indication of whether the
company selects low-carbon suppliers for the purchased pulp and/or paper and board (if concerned) and
works with low-carbon paper and board manufacturer (if it sells pulp). The weighting has been built based on
the share of upstream and downstream manufacturing emissions regarding the total emissions of the player.
This explains why converters have a weighting of 11%: the paper and board production represents a GHG-
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emissions intensive stage in the product lifecycle. As a result, converters must pay attention to the emissions
intensity of their paper and board suppliers. This module aims to encourage players to have best practices
regarding upstream forestry activity. Poor forest management practices and deforestation can lead to high
GHG emissions embedded in the sold product. Therefore, the use of certifications is analysed in indicator PP
4.2 with a 5%-10% weighting, while action on deforestation, sustainable wood procurement, and supply chain
traceability system receives a weighting of 5%-6% for integrated companies and pulp & paper manufacturers.
This indicator receives a weighting of only 3% for converters as their influence is limited. Finally, transportation
receives a low weighting (1%-2%) due to the relatively low share in the total product lifecycle emissions.

Governance 10%

Governance is a multi-faceted module that makes up 10% of the score because it incorporates many different
smaller indicators that together draw a full picture of the company’s management involvement and strategy
regarding climate change issues.

Going by the principle of future orientation, the main part of this weighting is placed on the “low-carbon
transition plan” and on “climate change scenario testing” weighted each at 3%. These two indicators measure
the ability of the company to integrate sustainability into its strategy and to embrace the main challenges
related to the low-carbon transition.

The indicator ‘Oversight of climate change issues’ which provides information on the highest position
regarding climate change decision-making is weighted at 2%.

The indicators ‘Climate change oversight capability and ‘Climate change management incentives’ are
weighted at 1% each. These indicators provide more information on whether the decision-makers regarding
climate change have expertise on this issue and whether the company has implemented a key tool for the
low-carbon transition (incentives for employees). They are contextual indicators the outcome of which can
strengthen or undermine the company’s ability to carry out the transition plan and meet ambitious science-
based targets.

Supplier engagement 4-8%

To decarbonize the whole value chain, all stakeholders, including suppliers, must get involved. Thus, it is key
that all players involve their supply chains. This module focuses on the global strategy and general activities
that a company has put in place to encourage potential suppliers and current suppliers to propose low-carbon
offers and to reduce their GHG emissions.

Client engagement 5-9%

To decarbonize the whole value chain, all stakeholders, including clients, must get involved. The client
engagement module is focused on the company’s efforts to promote low-carbon products. Nevertheless, this
module alone is a narrow aspect of the transition and therefore its total weight is medium at 5% to 9%. The
highest weighting is given for converters which are at the end of the value chain.
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Policy engagement 5-6%

In line with the rationale for the management indicators with low weightings, the policy engagement
indicators are also contextual aspects which tell a narrative about the company’s stance on climate change
and how the company expresses it in their engagement with policy makers and trade associations. As the
‘Associations, alliances, coalitions and thinktanks supported do not have climate-negative activities or
positions’ indicator is less robust than other indicators, it is less highly weighted.

Business model 10%

The module captures many elements that cannot otherwise be captured in any of the other modules. It
includes aspects that are relevant to the transition but are not directly part of the company’s primary
activities. It is future-oriented by assessing companies on their development of new business models and
activities they can/must take to enable the transition. The indicator looking at business models supporting
low-carbon processes is weighted at 5% for integrated companies and pulp & paper manufacturers since
they cover most of the heavy industrial processes of the pulp & paper sector. A weighting of 3% is attributed
to converters. For the indicator looking at the development of low-carbon products, 5% is attributed to
integrated companies and pulp & paper manufacturers and 7% to converters to fit with the nature of the
activities they carry out.

Indicator weighting per category

Indicator 5 o
Integrated and semi- Pulp and paper :perd
integrated companies manufacturers oar
converters
PP 1.1 Alignment of scope 1 and 2 emissions reduction 7% 6% 3%
targets
PP 1.2 Alignment of scope 3 emissions reduction 3% 4% 7%
targets
Targets
PP 1.3 Time horizon of targets 3% 3% 3%
PP 1.4 Achievement of past and current targets 2% 2% 2%
15% 15% ‘ 15%
PP 2.1 Trend in past emissions intensity 4% 3% 2%
PP 2.2 Trend in future emissions intensity 6% 5% 3%
Direct
operations
PP 2.3 Share of low-carbon CAPEX 5% 4% 2%
PP 2.4 Locked-in direct emissions 5% 4% 3%
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Intangible

nvestment

Indirect
operations

Governance

Supplier
engagement

Client
engagement

PP 2.5 Transition towards low-carbon energy

PP 3.1 R&D in low-carbon technologies and low-
carbon products

7%

27%

10%

6%

22%

8%

2%

12%

5%

10% 8% 5%
PP 4.1 Trend in past products specific performance 2% (0%)* 5% (0%)* 11%
PP 4.2 Share of recovered flbres. and virgin flbres. from 5% (6%)* 5% (7%)* 10%
sustainably managed forests in the sold material
PP 4.3 Action on deforestation and sustainable wood 5% (6%)* 6% (8%)* 3%
procurement
PP 4.4 Inbour'1d gnd outbound transportation 1% 2% (3%)" 29,
emissions performance
13% 18% 26%
PP 5.1 Oversight of climate change issues 2% 2% 2%
PP 5.2 Climate change oversight capability 1% 1% 1%
PP 5.3 Low-carbon transition plan 3% 3% 3%
PP 5.4 Climate change management incentives 1% 1% 1%
PP 5.5 Climate change scenario testing 3% 3% 3%
10% 10% 10%
PP 6.1 Strategy to |nf|uenc<.e syppllers to reduce their 29, 3% 49
GHG emissions
PP 6.2 Activities to |nfluenc.e s.uppllers to reduce their 29, 3% 49
GHG emissions
4% () 8%
PP 7.1 Strategy to mfluenc.;e (.:Ilents to reduce their 29, 39 49
GHG emissions
PP7.2 Activities to |nf|uen9e F:Ilents to reduce their 39, 39 5%
GHG emissions
5% () 9%
PP 8.1 Company policy on engagement with 29, 1% 1%

associations, alliances, coalitions or thinktanks
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Policy
engagement

Business
model

PP 8.2 Associations, alliances, coalitions and

carbon products

thinktanks supported do not have climate-negative 1% 1% 1%
activities or positions
PP 8.3 Position on significant climate policies 1% 1% 1%
PP 8.4 Collaboration with local public authorities 2% 2% 2%
6% 5% 5%
PP 9.1 Business models and new business activities 59 5% 39
supporting low-carbon processes

PP 9.2 Business models and new business activities

supporting the development of new innovative low- 5% 5% 7%

* Indicator 4.1 cannot be assessed if the company neither purchases pulp and paper and board, nor sells

pulp. The weightings into brackets are used in this case.
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7. Rating

The ACT rating shall comprise:

¢ A performance score
¢ A narrative score

¢ Atrend score

These pieces of information shall be represented within the ACT rating as follows:
a) Performance score as a number from O (lowest) to 100 (highest)
b) Narrative score as a letter from E (lowest) to A (highest)

c) Trend score as either “+” for improving, “-” for worsening, or “=” for stable.

The highest rating is thus represented as “100A+”, the lowest as “0OE-" and the midpoint as “50C=". The
highest score for each part of the ACT rating is explained below:

¢ A performance rating of 100: the company received high scores in its assessment against the
methodology indicators.

¢ An assessment rating of A: the information reported by the company and available from public
sources was consistent and showed that the company is well aligned to transition to the low-carbon
economy.

¢ Atrend rating of +: the information provided shows the company will be better placed to transition to

the low-carbon economy in future.

TABLE 8 - LOWEST, HIGHEST AND MIDPOINT FOR EACH ACT SCORE TYPE

Low scores Mid scores High scores

OE- 50C= 100A+

See the ACT Framework [12] for general information and methodology on the ACT rating.

7.1 PERFORMANCE SCORING

A detailed description of the performance indicators and their weightings for the pulp & paper sector is given
in section 6.3. Performance scoring shall be performed in compliance with the ACT Framework [12].
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In practice, not all companies have activities at all stages of the value chain, and, as a result, the ACT Pulp
& Paper Methodology categorises companies into three according to the type of activities they perform:

¢ Integrated and semi-integrated companies
¢ Pulp, paper and board manufacturers

¢ Paper and board converters

Figure 22 shows the average performance score of the roadtest phase of the methodology, involving a sample
of 15 companies representing the three categories cited above.

FIGURE 22 — AVERAGE PERFORMANCE SCORE OF THE ACT PULP & PAPER ROADTEST

Figure 23 highlights the average score obtained for each module during the roadtest.
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FIGURE 23 - AVERAGE SCORE ON EACH MODULE (ROADTEST)

7.2 NARRATIVE SCORING

The narrative scoring shall be performed in compliance with the ACT Framework [12], assessing the company
on the four following criteria:

Business model and strategy
Consistency and credibility
Reputation
Risk

* & o o
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The information reported in Module 2, Module 3 and Module 4 shall be considered with particular attention
for the narrative analysis and narrative scoring for the ACT Pulp & Paper Methodology, especially the
information reported in indicator 2.5 regarding efforts deployed by a company to consume low-carbon energy.
The analyst shall also pay attention to indicator 3.1 and R&D investments planned by the company in low-
carbon mitigation technologies and especially the development of low-carbon products.

For Module 4, the analyst should consider the results of indicator 4.2 regarding the share of recovered fibre
and virgin fibre coming from sustainably managed forests. The analyst should keep in mind that the FSC
certification scheme provides larger benefits than PEFC regarding social issues such as indigenous rights.
Regarding recovered fibres, if no third-party verification is available (FSC recycled, PEFC recycled, EN 643)
and the share of recovered fibres is not taken into consideration in indicator 4.2, the analyst should reflect the
efforts of the company to rely on recovered fibres in the narrative score.*

Indicators from other modules provide valuable information to assess the consistency of actions taken with
respect to targets, business model and engagement with other stakeholders.

The average score obtained by companies participating in the roadtest was C.

7.3 TREND SCORING

Trend scoring shall be performed in compliance with the ACT Framework.

To apply the trend scoring methodology presented in the ACT Framework, the analyst should identify the
trends from the existing data infrastructure based on the data points and/or indicators that can indicate the
future direction of change within the company.

Table 9 includes an overview of which indicators/data points could possibly have valuable information about
future directions for the pulp & paper sector.

TABLE 9 - RELEVANT PERFORMANCE INDICATORS FOR TRENDS IDENTIFICATION FOR THE PULP AND PAPER SECTOR

Module Indicator

PP 1.1 Alignment of scope 1 and 2 emissions reduction targets

Targets PP 1.2 Alignment of scope 3 emissions reduction targets

PP 1.3 Time horizon of targets

PP 2.2 Trend in future emissions intensity

Direct operations PP 2.4 Locked-in emissions

PP 2.5 Transition towards low-carbon energy

4 For example the EU Ecolabel for graphic paper and tissue product requires that any recycled material be

covered by FSC recycled, PEFC recycled or EN 643 delivery notes.
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Intangible investment

PP 3.1 R&D in low-carbon technologies and low-carbon products

Indirect operations

PP 4.2 Share of recovered fibres and virgin fibres from sustainably
managed forests in the sold material

PP 4.3 Action on deforestation and sustainable wood procurement

Governance

PP 5.3 Low-carbon transition plan

PP 5.5 Climate change scenario testing

Supplier engagement

PP 6.1 Strategy to influence suppliers to reduce their GHG emissions

Client engagement

PP 7.1 Strategy to influence clients to reduce their GHG emissions

Business model

PP 9.1 Business models and new business activities supporting low-
carbon processes

PP 9.2 Business models and new business activities supporting the
development of new innovative low-carbon products

The average score obtained by companies participating in the roadtest was +.
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8. Aligned state

The table below presents the response of a low-carbon aligned company of the sector to the five questions

of ACT:

* & & oo o

TM"SITION ﬂga

1

The company has
science-based
targets for its
activities and all
emissions related
to the industrial
processes of pulp
& paper. The
targets have a
consistent time
horizon with the
lifetime of assets.
The company
commits to
procure
sustainable
material, ban
deforestation, and
implement a
supply chain
traceability
system.

2

The company’s
strategic planning
details the
investments in
energy efficiency
measures, low-
carbon energy and
procurement of

sustainable fibre.

What is the company planning to do? [Commitment]
How is the company planning to get there? [Transition Plan]
What is the company doing at present? [Present]

What has the company done in the recent past? [Legacy]

3

The investment
strategy for new
production
capacity and R&D
places clear focus
on low-carbon
alternatives or
technologies for

decarbonization.

How do all of these plans and actions fit together? [Consistency]

4

A trend is evident
of lowering
emissions
intensity of
delivered products
and developing
systems and
services. The
company achieved
this decrease
through deliberate
operational or
investment

decisions.

5

The company’s
targets, transition
plan, present
action and past
legacy show a
consistent
willingness to
achieve the goals
of the low-carbon
transition. The
company operates
as a strong actor
in the circular
economy during
all the life cycle
stages of the
product by
contributing to the
development of
products with
higher share of
sustainable fibres
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10. Glossary

ACT

The Assessing low-Carbon Transition (ACT) initiative was jointly developed by
ADEME and CDP. ACT assesses how ready an organization is to transition to a
low-carbon world using a future-oriented, sector-specific methodology (ACT
website).

ACTION GAP

In relation to emissions performance and reduction, the action gap is the
difference between what a given company has done in the past plus what it is
doing now, and what has to be done. For example, companies with large action
gaps have done relatively little in the past, and their current actions point to
continuation of past practices.

ACTIVITY DATA

Activity data are defined as data on the magnitude of human activity resulting in
emissions or removals taking place during a given period of time (UNFCCC
definitions).

ADEME

Agence de la Transition Ecologique; The French Agency for Ecological Transition
(ADEME webpage).

ALIGNMENT

The ACT project seeks to gather information that will be consolidated into a rating
that is intended to provide a general metric of the 2-degree alignment of a given
company. The wider goal is to provide companies specific feedback on their
general alignment with 2-degrees in the short and long term.

ANALYST

Person in charge of the ACT assessment.

ASSESS

Under the ACT project, to evaluate and determine the low-carbon alignment of a
given company. The ACT assessment and rating will be based on consideration
of a range of indicators. Indicators may be reported directly from companies.
Indicators may also be calculated, modelled or otherwise derived from different
data sources supplied by the company. The ACT project will measure 3 gaps
(Commitment, Horizon and Action gaps — defined in this glossary) in the GHG
emissions performance of companies. This model closely follows the assessment
framework presented above. It starts with the future, with the goals companies
want to achieve, followed by their plans, current actions and past actions.

ASSET

An item of property owned by a company, regarded as having value and available
to meet debts, commitments, or legacies. Tangible assets include 1) fixed assets,
such as machinery and buildings, and 2) current assets, such as inventory.
Intangible assets are nonphysical such as patents, trademarks, copyrights,
goodwill and brand value.
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BASE YEAR

According to the GHG Protocol and 1ISO14064-1, a base year is “a historic datum
(a specific year or an average over multiple years) against which a company’s
emissions are tracked over time”. Setting a base year is an essential GHG
accounting step that a company must take to be able to observe trends in its
emissions information (GHG Protocol Corporate Standard).

BENCHMARK

A standard, pathway or point of reference against which things may be compared.
In the case of pathways for sector methodologies, a sector benchmark is a low-
carbon pathway for the sector average value of the emissions intensity indicator(s)
driving the sector performance. A company’s benchmark is a pathway for the
company value of the same indicator(s) that starts at the company performance
for the reporting year and converges towards the sector benchmark in 2050,
based on a principle of convergence or contraction of emissions intensity.

BOARD

Also the “Board of Directors” or “Executive Board”; the group of persons appointed
with joint responsibility for directing and overseeing the affairs of a company.

BUSINESS MODEL

A plan for the successful operation of a business, identifying sources of revenue,
the intended client base, products, and details of financing. Under ACT, evidence
of the business model shall be taken from a range of specific financial metrics
relevant to the sector and a conclusion made on its alignment with low-carbon
transition and consistency with the other performance indicators reported.

BUSINESS-AS-USUAL

No proactive action taken for change. In the context of the ACT methodology, the
business-as-usual pathway is constant from the initial year onwards. In general,
the initial year — which is the first year of the pathway/series — is the reporting year
(targets indicators) or the reporting year minus 5 years (performance indicators).

CAPITAL
EXPENDITURE

Money spent by a business or organization on acquiring or maintaining fixed
assets, such as land, buildings, and equipment.

CARBON CAPTURE
AND STORAGE (CCS)

The process of trapping carbon dioxide produced by burning fossil fuels or other
chemical or biological process and storing it in such a way that it is unable to affect
the atmosphere.

CARBON OFFSETS

Carbon offsets are avoidance of GHG emissions or GHG suppressions made by
a company, sector or economy to compensate for emissions made elsewhere in
the economy, where the marginal cost of decarbonization proves to be lower.

CDP

CDP is a global non-profit that runs the world’s environmental disclosure system
for companies, cities, states and regions. Founded in 2000 and working with more
than 680 financial institutions with over $130 trillion in assets, CDP pioneered
using capital markets and corporate procurement to motivate companies to
disclose their environmental impacts, and to reduce greenhouse gas emissions,
safeguard water resources and protect forests. Over 14,000 organizations around
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the world disclosed data through CDP in 2021, including more than 13,000
companies worth over 64% of global market capitalization, and over 1,200 cities,
states and regions. Fully TCFD aligned, CDP holds the largest environmental
database in the world, and CDP scores are widely used to drive investment and
procurement decisions towards a zero carbon, sustainable and resilient economy.
CDP is a founding member of the Science Based Targets initiative, We Mean
Business Coalition, The Investor Agenda and the Net Zero Asset Managers
initiative.

CLIMATE CHANGE

A change in climate, attributed directly or indirectly to human activity, that alters
the composition of the global atmosphere and that is, in addition to natural climate
variability, observed over comparable time periods (UNFCCC).

COMMITMENT GAP

In relation to emissions performance, the difference between what a company
needs to do and what it says it will do.

COMPANY

A commercial business.

COMPANY PATHWAY

A company’s past emissions intensity performance pathway up until the present.

COMPANY TARGET
PATHWAY

The emissions intensity performance pathway that the company has committed
to follow from the initial year on until a future year, for which it has set a
performance target.

CONFIDENTIAL
INFORMATION

Any non-public information pertaining to a company's business.

CONSERVATIVENESS

A principle of the ACT project; whenever the use of assumptions is required, the
assumption shall err on the side of achieving 2-degrees maximum.

CONSISTENCY

A principle of the ACT project; whenever time series data is used, it should be
comparable over time. In addition to internal consistency of the indicators reported
by the company, data reported against indicators shall be consistent with other
information about the company and its business model and strategy found
elsewhere. The analyst shall consider specific, pre-determined pairs of data points
and check that these give a consistent measure of performance when measured
together.

coP21

The 2015 United Nations Climate Change Conference, held in Paris, France from
30 November to 12 December 2015 (COP21 webpage).

DATA

Facts and statistics collected together for reference and analysis (e.g. the data
points requested from companies for assessment under the ACT project
indicators).
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DECARBONIZATION

A complete or near-complete reduction of greenhouse gas emissions over time
(e.g. decarbonization in the electric utilities sector by an increased share of low-
carbon power generation sources, as well as emissions mitigating technologies
like Carbon Capture and Storage (CCS)).

EMISSIONS

The GHG Protocol defines direct GHG emissions as emissions from sources that
are owned or controlled by the reporting entity, and indirect GHG emissions as
emissions that are a consequence of the activities of the reporting entity, but occur
at sources owned or controlled by another entity (GHG Protocol).

GREENHOUSE GAS
(GHG)

Greenhouse gas (e.g. carbon dioxide (CO;), methane (CHs), nitrous oxide (N2O)
and three groups of fluorinated gases (sulfur hexafluoride (SFs),
hydrofluorocarbons (HFCs), and perfluorocarbons (PFCs)) which are the major
anthropogenic GHGs and are regulated under the Kyoto Protocol. Nitrogen
trifluoride (NF3) is now considered a potent contributor to climate change and is
therefore mandated to be included in national inventories under the United
Nations Framework Convention on Climate Change (UNFCCC).

HORIZON GAP

In relation to emissions performance, the difference between the average lifetime
of a company’s production assets (particularly carbon intensive) and the time-
horizon of its commitments. Companies with large asset-lives and small-time
horizons do not look far enough into the future to properly consider a transition
plan.

INTENSITY
(EMISSIONS)

The average emissions rate of a given pollutant from a given source relative to
the intensity of a specific activity; for example, grams of carbon dioxide released
per MWh of energy produced by a power plant.

INTERVENTION

Methods available to companies to influence and manage emissions in their value
chain, both upstream and downstream, which are out of their direct control (e.g.
a retail company may use consumer education as an intervention to influence
consumer product choices in a way that reduces emissions from the use of sold
products).

LIFETIME

The duration of a thing's existence or usefulness (e.g. a physical asset such as a
power plant).

LONG-TERM

Occurring over or relating to a long period of time; under ACT this is taken to mean
until the year 2050. The ACT project seeks to enable the evaluation of the long-
term performance of a given company while simultaneously providing insights into
short- and medium-term outcomes in alignment with the long-term.

LOW-CARBON
BENCHMARK
PATHWAY

Benchmark pathway (See ‘Benchmark’)
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LOW-CARBON
SCENARIO (OR
PATHWAY)

A low-carbon scenario (or pathway) is a 2°C scenario, a well-below 2°C scenario
or a scenario with higher decarbonization ambition.

LOW-CARBON
SOLUTION

A low-carbon solution (e.g. energy, technology, process, product, service, etc.) is
a solution whose development will contribute to the low-carbon transition.

LOW-CARBON
TRANSITION

The low-carbon transition is the transition of the economy according to a low-
carbon scenario.

MANUFACTURE

Making objects on a large-scale using machinery.

MATURITY MATRIX

A maturity matrix is essentially a “checklist”, the purpose of which is to evaluate
how well advanced a particular process, program or technology is according to
specific definitions.

MATURITY
PROGRESSION

An analysis tool used in the ACT project that allows both the maturity and
development over time to be considered with regards to how effective or
advanced a particular intervention is.

MITIGATION
(EMISSIONS)

The action of reducing the severity of something (e.g. climate change mitigation
through absolute GHG emissions reductions)

MODEL

A program designed to simulate what might or what did happen in a situation (e.g.
climate models are systems of differential equations based on the basic laws of
physics, fluid motion, and chemistry that are applied through a 3-dimensional grid
simulation of the planet Earth).

MODULE

A module is a family of indicators, there are quantitative and qualitative modules
to ensure a robust assessment of the low-carbon strategy of the company.

ORGANIZATIONAL
CAPACITY

It is the governance bodies, exchanges, decision-making processes, and the
management mode that contribute to its adaptive capacity. (ADEME, 2019)
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11. Annex

11.1. ANNEX 1 - CLARIFICATION ON BOUNDARIES

Based on the first criterion, the economic activities that have significant climate impact, which means a
significant share of GHG emissions along the value chain, must be identified. To identify these activities, we
used various sources:

¢ A study from the Environmental Paper Network 5 (providing average of various Life Cycle Analysis
in the sector — all steps except end-of-life stages — with an international scope).

¢ A study from ADEME and FEDERECS® extrapolated for the world using the world grid intensity
provided by IEA 7 (for waste collection and waste sorting — initial French scope extrapolated to get
an international emissions intensity).

¢ A report from CEPI 8 for the allocation of waste paper between waste sorting and waste
disposal/incineration (international scope).

¢ The EPA database ° with figures from the American Forest and Paper Association for the allocation
between land disposal and incineration when waste paper is not sorted (US scope as no international
figure has been found — which is also used by EPN ' for its LCA tool).

¢ The ADEME carbon base' for the emissions factors of waste paper incineration and disposal
(French scope as no international figure has been found).

This approach ensures that the climate impacts are estimated at a global level when possible.

Regarding the emissions intensity of the forest tending and harvesting step, it is important to highlight that the
figure includes both GHG emissions from the activity itself (e.g., fossil fuel combustion by the machineries)
and the land management carbon impact. For this second point, EPN relies on different life-cycle analyses
where the reference scenario used is the “foregone sequestration” and not the “net-zero” reference scenario.
The “foregone sequestration” considers the loss of carbon uptake if trees would have continue growing and
would not have been harvested.

5 Environmental Paper Network, ‘Paper Vapour' — the climate impact of paper consumption, 2013

6 ADEME x FEDEREC, Environmental assessment of recycling in France using life cycle assessment
methodology, 2017

7 IEA, Tracking Power 2020, 2020

8 Cepi, Monitoring report 2019 — European Declaration on Paper Recycling 2016-2020, 2020
9 EPA, Facts and Figures about Materials, Waste and Recycling, 2021

1% Environmental Paper Network, Life Cycle Impact Assessment Methodology for Environmental Paper
Network Paper Calculator v4.0, 2018

" ADEME carbon base, Paper - end of life incineration (without collection); Paper - end of life storage (without
collection)
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FIGURE 24 - SHARE OF GHG EMISSIONS AND LAND MANAGEMENT CARBON IMPACTS ALONG THE PULP AND PAPER VALUE CHAIN

The eight main contributors to the carbon footprint of the final paper and board product are the following
activities:

¢ Forest tending and harvesting (including land management carbon impact '?)
¢ Woodchip production (wood sorting, debarking, and chipping)

>

Non-fibrous material production (chemicals, additives, clays, starches, fuels, efc.) to be used for pulp
production, paper and board making, and paper and board converting

Pulp production

Paper and board manufacturing

Paper and board converting

Waste disposal / incineration

* & & o o

Transportation

As the activities of “waste collection” and “waste sorting” account for a very low share of GHG emissions
along the value chain, the GHG emissions sources linked to the waste collection and waste sorting economic
activities are not included in the boundaries. In addition, companies within the scope of the sector have little
control over them.

The eight remaining economic activities have significant climate impact and thus meet the first criterion. Apart
from “waste disposal / incineration”, we consider that players within the scope have a level of control over the
seven remaining economic activities. Therefore, the related GHG emissions sources can be included in the
boundaries.

2 The study from EPN assesses the carbon impacts from land-use management under a “Forest landscape
impacts” category defined as “the oxidation of forest debris on site, the balance of carbon comparing the
foregone sequestration due to harvest with the regrowth post-harvest’
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Figure 25 shows the GHG emissions sources that are included in the boundaries of the ACT Pulp & Paper

Methodology. Table 3 provides more details on the rationale for the inclusion/exclusion of the GHG emissions

sources in the boundaries and how they will be assessed (quantitatively or qualitatively)
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FIGURE 25 - BOUNDARIES OF THE ACT PULP & PAPER METHODOLOGY

We distinguish three broad categories of emissions:

¢ Upstream emissions (forest tending and harvesting, woodchip production, and non-fibrous

material production) — around 46% of GHG emissions and land management carbon impacts

along the value chain of virgin fibre, around 2% of GHG emissions along the value chain of

recovered fibre:

(@]

The GHG emissions due to the upstream activities result from the land-use change and
modification, the use of fertilizers, the combustion of fossil fuels and the consumption of
electricity produced externally to operate the machines in the forest, transport the harvested
wood, operate the sawmills to produce chips or extract and produce the other non-fibrous
materials.

¢ Manufacturing - around 44% of GHG emissions and land management carbon impacts along

the value chain of virgin fibre, around 83% of GHG emissions along the value chain of recovered

fibre:

o

This concerns the stages of pulp production, paper and board manufacturing, and paper
and board converting. Here the GHG emissions are due to the energy consumption during
the manufacturing processes. They are reported through scope 1 and 2 in the GHG Protocol
standard. Biogenic emissions (only CO; emissions) due to biomass combustion won’t be
accounted for in the quantitative indicators that are based on the low-carbon scenario using
data from IEA Energy Technology Perspective 2017 as IEA considers biomass combustion
as CO; neutral. These indicators are found in the Modules 1. Targets, 2. Direct operations
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and 4. Sold production performance. Having said that, the sustainable sourcing of biomass
used to produce energy on-site will be assessed through another indicator (see the indicator
PP 2.5.). Also, the production of biofuels or electricity sold to other companies shall be
excluded from the scope 1 and 2 emissions reported for the ACT Pulp & Paper Methodology
as only scope 1 and 2 emissions related to pulp & paper processes are required.
¢ Transport - around 3% of GHG emissions and land management carbon impacts, along the
value chain of virgin fibre, around 2% of GHG emissions along the value chain of recovered fibre:
o Transport of materials includes GHG emissions due to upstream and downstream
transportation of materials (woodchips, other non-fibrous material, pulp, paper, efc.) along
the value chain
o Transport of fuels includes the transportation of solid and liquid fuels (biomass, coal, olil,
LPG) to the mill. The low mass energy density of biomass and coal can induce significant
GHG emissions for the transportation of those energy sources.

Assessed companies will be evaluated on the inbound transportation (all the inputs required for their
processes — both materials and fuels) and the outbound transportation (sold materials/products) through a
specific qualitative indicator in the Module 4. Indirect operations (see the indicator PP 4.4.)

Clarification on how biogenic carbon storage in the final product, avoided emissions and carbon
dioxide removals are addressed in the ACT initiative

Avoided emissions™ and carbon dioxide removals', as well as biogenic carbon storage in the final product,
cannot be subtracted from the company’s reported scope 1 and 2 GHG emissions that will be used for the
indicators using the IEA low-carbon scenario'. This is in line with recommendations from multiple
international organizations:

¢ The World Resources Institute'® argues that “comparative impacts should not be used to adjust
scope 1, 2, and 3 emissions”,

¢ The GHG Protocol, which states that “information on sequestered carbon in the company’s inventory
boundary should be kept separate™”

¢ The Science-Based Targets Initiative'® which does not allow offsetting as a mean toward setting a
science-based target.

3 According to ISO TR 14069 (under revision) informative Annex, an avoided emissions is a GHG emissions
that has not occurred. It is defined by the difference between the level of GHG emissions induced by the
reporting organization’s activity outside its organizational boundaries and the level of GHG emissions of a
reference, counterfactual scenario that would have happened otherwise. In general, avoided emissions due to
sold products are generated thanks to the involvement of several players other than the reporting organization
that sells the products (e.g., energy saving equipment, insulation products, recycled materials...)

4 The IPCC defines CDR as “anthropogenic activities removing CO2 from the atmosphere and durably storing
it in geological, terrestrial, or ocean reservoirs, or in products.”

5 |EA, Energy Technology Perspectives, 2017
8 WRI, Estimating and reporting the comparative emissions impacts of products, 2019
17 GHG Protocol, A Corporate Accounting and Reporting Standard (Appendix B), 2015

18 Science-Based Targets initiative, Science-Based Target Setting Manual, 2019

Pulp & Paper methodology | ACT Initiative | Methodology document | page 194



¢ The IEA, that does not include carbon dioxide removals in its low-carbon scenario for the pulp &
paper sector.

Nevertheless, as carbon removals is key regarding the climate impact of the sector, it will be addressed in
Module 4 - Indirect operations (via the indicator PP 4.2 and 4.3.).

11.2. ANNEX 2 - DISAGGREGATION OF THE IEA SCENARIO
INTO THREE ACTIVITY SCENARIOS FROM 2014 TO 2050

To create a proper activity benchmark for each of the three activities within the scope of IEA ETP 2017
scenario / ACT Pulp & Paper Methodology we need:

The starting point (the scope 1 and 2 emissions in 2014)

o Goal: defining the scope 1 and 2 emissions (in MtCO.) of each of the three activities based
on the IEA scenario for the sector at the year it starts (in 2014)

o Methodology: for that, we need to estimate the share (as a percentage) of each of the three
activities at the initial year (2014) regarding the two following data categories in the IEA

scenario:

o “Sub-sector CO; emissions” (scope 1 emissions related to pulp & paper manufacturing
processes)

o “Sector Electricity consumption” (in PJ — activity data used to calculate scope 2)

Example with the first data category (% and figures below are fictitious)

o  Sub-sector CO; emissions in 2014 (194 MtCO,):
= 10% pulp production (so 19 MtCO)
= 75% paper & board manufacturing (so 145 MtCO,)
= 15% paper & board converting (so 29 MtCO)

The sum thus equals to 194 MtCO,, which is the sector value from IEA scenario.

Defining the starting point of the two data categories in 2014 for the three activities

We use two databases to disaggregate the IEA values in 2014 for sub-sector CO, emissions and sector
electricity consumption.

= Ecoinvent database, which provides average scope 1 emissions intensity (in tCO./t of material) and
electricity consumption intensity (in kWh/kg of material) for different industrial processes in different
regions of the world. The database is widely used by Life-Cycle Analysis (LCA) analysts.
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FAO database, which provides 2014’s volume of production for the different pulp processes (output
of the pulp production activity) and 10 general grades of paper and board (output of the paper &
board manufacturing processes).

The methodology is:

L

Calculate the total scope 1 CO, emissions and total electricity consumption of each of the
three activities in 2014 using the databases above. We use Ecoinvent to get the scope 1 emissions

intensity and electricity consumption intensity of the different pulp production processes, paper, and
board manufacturing processes (per grade of paper and board), and paper and board converting
processes that we multiply by the related volume of production provided by FAO (pulp for the related
pulp processes, and paper and board for the related paper and board manufacturing and converting
processes)

Then, calculate the share of each activity (as a percentage) regarding the total sector scope 1
CO, emissions, and total sector electricity consumptions from calculations using the
databases above (e.g., for scope 1, and for pulp production, the percentage share = total scope 1
emissions due to pulp production using the databases divided by the sum of scope 1 emissions of
the three activities using the databases).

Finally, apply this share (as a percentage) to the 2014 value provided by IEA for the sector (in
MtCO, for scope 1, and in PJ for electricity consumption) to get the starting point of the three activities
for the two data categories.

As for each activity, the scope 1 emissions are provided by the calculations above, we need to estimate the

scope 2 emissions in 2014 based on the IEA scenario. For that, we multiply the estimated activity electricity
consumption in 2014 (provided by the calculations above) by the World grid intensity (in gCO./kWh, also
calculated using the IEA scenario for the Power Utilities sector — as SBTi does).

This way, we extrapolate from the IEA scenario the scope 1 and 2 emissions of each activity in 2014.

The projected pathway (the scope 1 and 2 emissions from 2015 to 2050)

o Goal: defining the scope 1 and 2 emissions (in MtCO.) of each of the three activities from
2015 to 2050 based on the IEA scenario.

For each of the three activities, we apply to their two data categories (below) the same annual trend
gradient (as a percentage) as the one provided by IEA scenario for the sector (% below are fictitious):

e Sub-sector CO; emissions (scope 1 emissions related to pulp & paper manufacturing
processes)

e Electricity consumption (in PJ — used for scope 2 emissions calculations):

Example with Pulp production for the first data category (% allocation and figures below are fictitious)

o  Pulp production accounts for 10% of the sub-sector CO, emissions (so 19 MtCO) in 2014.
Applying the sectoral annual decarbonization rate for scope 1 emissions between 2014
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and 2015, pulp production accounts for 18 MtCO, in 2015. Pulp production still represents
10% of the sub-sector CO» emissions.

It shall be noted that ETP 2017 provides values for these two data categories in 2014, 2025, 2030,
2035, 2040, 2045 and 2050. To get annual data, we calculate the Compound Annual Growth Rate
(CAGR - as a percentage) between two data points (e.g., in 2025 and in 2030) which is average
increase or decrease (as a percentage) between the two years.

As for each activity, and for each year between 2015 and 2050, the scope 1 emissions are provided
by the calculations above, we need to estimate the scope 2 emissions based on the IEA scenario.
For that, for each activity, we multiply the estimated activity electricity consumption for each year
(provided by the calculations just above) by the World grid intensity of the inherent year (in
gCO./kWh, also provided by IEA in ETP 2017 for Power Utilities).

This way, we extrapolate from the IEA scenario the scope 1 and 2 emissions of each activity for each
year from 2015 to 2050.

The pulp, and paper and board production from 2014 to 2050

o Goal: defining the pulp production, and paper and board production from 2014 to 2050 in
order to estimate the scope 1 and 2 emissions intensity of the three activities. This intensity
is used to compare the performance of the company.

o Methodology:
o The IEA provides the estimated paper and board production from 2014 to 2050.
o The IEA provides the estimated pulp production in 2014 and 2025 but not after 2026

In order to stick to the IEA scenario, pulp production between 2014 and 2025 has been estimated by
calculating the CAGR between these two years. From 2025 to 2050, the same trend gradients as the ones
from the paper and production from 2026 to 2050 has been used as pulp & paper and board production are

correlated.
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11.3. ANNEX 3 - CALCULATIONS OF THE SCOPE 1 AND 2
EMISSIONS INTENSITY AND SCOPE 1, 2 AND 3 EMISSIONS
INTENSITY

Calculation of the scope 1 and 2 CO, emissions intensity related to manufacturing processes of activities
within the scope of the sector (for PP 1.1., PP 2.1, PP 2.2, PP 2.4)

The company must only report CO; emissions due to the manufacturing processes related to its own assets
performing one or several activities among only the three following ones in the scope of the sector: pulp
production, paper and board manufacturing, paper and board converting

Thus, it excludes the scope 1 and 2 emissions from all of its other activities (e.g., transportation, forestry,
etc.).

Scope 1 CO; emissions shall include CO; emissions related to fossil fuel combustion. CO, emissions related
to the combustion of biomass are considered to be zero (in line with the GHG Protocol in 2021 and the
scenario).

Scope 2 CO; emissions shall include CO; emissions related to the purchased electricity, heat, steam or cold
needed for the manufacturing processes. The location-based approach shall be used when reporting scope
2 emissions

Required data
The scope 1 and 2 CO, emissions intensity of the company is calculated as follows.

Annual data requirements:
- Pulp activity (if relevant):
o Weight of the produced pulp (in metric tonne of air-dry pulp) - VPulpPro(n) in the
calculations below
o Scope 1 and 2 CO, emissions related to the production of pulp only (own assets — in tonne
of COy) - SC, ,Pulp(n)
- Paper and board manufacturing activity (if relevant):
o  Weight of the produced paper and board (in metric tonne of paper and board) - VP&BPro(n)
o Scope 1 and 2 CO, emissions related to the manufacturing of paper and board only (own
assets — in tonne of CO3) - SC, ,Paper&Board(n)
- Paper and board converting activity (if relevant):
o Weight of the consumed paper and board for the converting activity (input of the converting
activity - in metric tonne of paper and board) - VP&BCons(n)
o Scope 1 and 2 CO, emissions related to the paper and board converting only (own assets
—in tonne of COy) - SC; ,Conv(n)

Calculation

SCy,Pulp(n) + SCy,Paper&Board(n) + SC,,Conv(n)
VPulpPro(n) + VP&BPro(n) + VP&BCons(n)

Scope 1 & 2 CO2 emission intensity in year n =
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Calculation of the scope 3 upstream and downstream CO; emissions related to manufacturing processes of
activities within the scope of the sector

This calculation is used for the indicator PP 1.1 Alignment of emissions reduction targets if the company has
a scope 1, 2 and 3 upstream and downstream related to manufacturing processes emissions reduction target.

Scope 3 upstream and downstream CO; emissions related to manufacturing processes correspond to the
scope 1 and 2 CO, emissions related to manufacturing processes of the players within the company’s value
chain performing the activity(ies) the company does not perform or partially perform (e.g., produce and
purchase pulp) among the three activities within the scope of the sector: pulp production, paper and board
manufacturing, paper and board converting.

For instance, a company producing pulp shall report the estimated CO, emissions from paper and board
manufacturing and paper and board converting of the sold pulp. A company producing and purchasing pulp
and manufacturing paper that it sells shall report the estimated CO, emissions from the manufacturing
processes of the paper converting of the sold paper as well as the CO; emissions from the manufacturing
processes of the purchased pulp.

Table 10 describes the activities that must be covered depending on the activity(ies) the company performs.
Scope 1 and 2 CO;, emissions defined in the table are the ones of the players performing the activities
downstream or upstream the company’s activities.

TABLE 10: EMISSIONS TO CONSIDERED TO CALCULATE SCOPE 3 UPSTREAM AND DOWNSTREAM EMISSIONS

Scope 3 upstream and downstream CO;

Activity(ies) the assessed company performs emissions related to manufacturing processes

to be summed

Scope 1 and 2 CO2 emissions related to the
manufacturing processes of the paper and board
Only pulp production production with the sold pulp, and the paper and
board converting of the paper and board produced

with the sold pulp

Scope 1 and 2 CO, emissions related to the
. manufacturing processes of the pulp production of
Only paper and board manufacturing
the purchased pulp, and the paper and board

converting of the sold paper and board

Scope 1 and 2 CO;, emissions related to the

manufacturing processes of the pulp used to

Only paper and board converting produce the purchased paper and board, and the

manufacturing processes of the purchased paper
and board
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Scope 1 and 2 CO; emissions related to the
. . manufacturing processes of the purchased pulp (if it
Pulp production + paper & board manufacturing ) .
is the case), and of the paper and board converting

processes of the sold paper and board

Scope 1 and 2 CO; emissions related to the
. . manufacturing processes of the purchased pulp, and
Paper & board manufacturing + converting .
the manufacturing processes of the purchased

paper and board (if it is the case)

Scope 1 and 2 CO; emissions related to the

manufacturing processes of the pulp used to

Pulp production + paper & board converting produce the purchased paper and board, and the

manufacturing processes of the purchased paper
and board

Scope 1 and 2 CO, emissions related to the
manufacturing processes of the purchased pulp (if it
is the case), of the pulp used to manufacture the
purchased paper and board (if it is the case), of the
Pulp production + paper & board manufacturing purchased paper and board (if it is the case), of the

+ converting paper and board production with the sold pulp (if it is
the case), of the paper and board converting of the
paper and board produced with the sold pulp (if it is

the case), of the converting of the sold paper and
board (if it the case)

Calculations of the scope 1, 2 and 3 upstream and downstream CO, emissions intensity Related
manufacturing processes of activities within the scope of the sector

The scope 1, 2 and 3 upstream and downstream CO, emissions intensity related to manufacturing processes
is calculated by dividing the sum of the scope 1, 2 and 3 upstream and downstream CO, emissions related
to manufacturing processes by the sum of the material production (pulp, paper and board), paper and board
consumption (for the converting activity) and all the upstream and downstream volume of material production
and paper and board consumption (pulp, paper and board purchases, pulp production to produce the
purchased paper and board, paper and board production with the sold pulp, paper and board consumption
for the converting activity with the paper and board produced with the sold pulp, paper and board consumption
of the client converters — thus volume of paper and board production a second time).

Example:
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Context (in reporting year)

The company is an integrated company (performs the 3 activities). It consumes in total 100 tonnes of paper for its converting stage, but
also buys 30 tonnes of pulp, sells 10 tonnes of pulp, buys 20 tonnes of paper, and sells 10 tonnes of paper.

Data requirements

Requested data

+ Scope 1+ 2 C0O2emissions from the 3 activities (own production)

+ The CO2 emissions of the purchased pulp - 30 fonnes of pulp (scope 1 + 2 related to the manufacturing processes of its
suppliers to produce the pulp)

+ The pulp/paper conversion ratio (how much pulp it takes to make 1 tonne of paper)

+ The CO2 emissions from the production of paper with the sold pulp, and from the conversion of this paper - 10 fonnes of
pulp (scope 1 + 2 related to the manufacturing processes of its customers and its customers' customers related to the pulp scld)

+ The CO2 emissions from the purchased paper - 20 fonnes of paper (scope 1 + 2 related to the manufacturing processes of its
suppliers to produce the paper, and the pulp to produce this paper)

+ The CO2 emissions from the converting stage of the sold paper - 10 tonnes of paper (scope 1 + 2 related to its customers’
manufacturing processes to convert this paper)

Calculation method

Let's assume that the pulp/paper conversion ratio = 1 (fictive example), then, to get the intensity, we divide the above emissions by
100 (paper consumed) + 10 x 1 (paper produced with the pulp sold, conversion ratio of 1) + 10 (paper sold) = 120 tonnes

11.4. ANNEX 4 - LIST OF ‘MATURE’ AND ‘NON-MATURF’
TECHNOLOGIES AND LOW-CARBON TECHNOLOGIES
(CAPEX)

These two lists in Table 11 shall only be used for the indicator PP 3.1 on R&D (and not for the indicator
PP 2.3 on CAPEX)

TABLE 11 - LIST OF '"MATURE' AND 'NON-MATURE' TECHNOLOGIES FOR THE INDICATOR PP 3.1

List of mature technologies

¢ Drying technologies
¢ Enzymatic pre-treatment
¢ Flash condensing with steam

List of non-mature technologies

¢ New drying technologies (steam/air impingement drying, condensing belt drying and impulse
drying, etc.)

Mild repulping technologies (e.g., deep eutectic solvent pulping)

More effective fibre refining technologies

Innovative mechanical dewatering technologies

Advanced process control, machine learning and digital twins

Heat storage during breaks

Electricity for process heat

* & & O o o o

Electric drying assisting technologies
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¢ Hydrogen to increase pulp mills product portfolio

¢ New systems eliminating or minimizing the use of vacuum

¢ Integral drying and heat recovery processes

¢ Paper making without water (e. flash condensing with steam)

¢ Water removal without evaporation

¢ Biorefineries

¢ Carbon Capture, Utilization, and Storage (CCUS) technologies

¢ Black liquor gasification

¢ Enzymatic pre-treatment

¢ Light-weight paper making with high performance materials such as cellulose nanofibrils or
cellulose nanocrystals

¢ Supercritical CO,

¢ Waterless paper production

The identification of those technologies is based mainly on the following references:

¢ ICF Consulting, Industrial innovation: Pathways to deep decarbonization of industry, 2017 [36] :
technologies are classified by Technology Readiness levels used to defined ‘mature’ and ‘non-
mature’ technologies

¢ CEPI, Energy solutions forums, 2021 [35] : technologies classified as available at short and medium
term are classified as “Mature” and technologies classified as “long term” and “cross-cutting” are
considered ‘non-mature’.

Table 12 shall only be used for the indicator PP 2.3 on CAPEX (and not for the indicator PP 3.1 on R&D)

TABLE 12 - LIST OF LOW-CARBON MITIGATION TECHNOLOGIES THAT CAN BE CONSIDERED FOR THE INDICATOR 2.3

Processes and
activities

Technology and best practices

Energy management system

Use thermo compressors

Insulate steam and condensate pipe fittings

Best available
technologies for all Use energy efficient vacuum systems fordewatering
mills
Use high efficiency electrical motors, pumps,and agitators
Use frequency inverters for fans, compressors,and pumps
Match steam pressure levels with actual pressure needs
Use of efficient presses or drying resulting in high dry solid content of
bark, by
High efficiency steam boilers, e.g., low flue-gas temperatures
Kraft and Effective secondary heating systems

sulphite pulping

Closing water systems, including bleach plant

High pulp concentration (middle or high consistency technique)

Advanced control systems contributing to monitoring and control of processes,
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Optimisation of integrated heat exchanger network

High recovery boiler pressure and temperature (in new recovery boilers used
in Kraft pulping, the pressure can be at least 100bars and the temperature 510
OC)

High turbine efficiency

High efficiency evaporation plant

Recovery of heat from dissolving tanks e.g., by vent scrubbers

Speed control of various large motors

Efficient vacuum pumps

Proper sizing of pipes, pumps, and fans

Mechanical and
chemo- mechanical
pulping

Energy efficient refiners

Efficient reject refining systems (secondary refiners) leading to minimisation of
fibre losses

Energy saving equipment, including automated process control instead of
manual systems

Recirculation systems leading and internal process water treatment leading to
reduction of fresh water use

Reduction of the direct use of steam by careful process integration using e.g.,
pinchanalysis

Optimising rotor design, screens, and screenoperation leading to efficient
coarse and fine screening and allowing the use of smaller equipment with
lower specific energy consumption

Optimised machine components leading to energy saving stock preparation
concepts extracting impurities as early as possible in the repulping process,
thus restricting the energy intensive processing of the fibres

Papermaking

Energy saving screening techniques (optimised rotor design, screens, and
screenoperation)

Optimised dewatering in the press section of paper machine (wide nip press)

Use of efficient exhaust air heat recovery systems

Reduction of direct use of steam by careful process integration using e.g.,
pinch analysis

Highly efficient refiners

Optimised pumping design, variable speed drive control for pumps, gearless
drives

Steam box heating

Optimised vacuum system (e.g., turbo fans instead of water ring pumps)

Use of highly efficient motors (EFF1)

Heat exchanger

Heat recovery system from axial blowers (if used) forthe supply air of the
drying hood

Heat recovery system of exhaust air from the Yankeehood with a trickling
tower

Heat recovery system from the infrared exhaust hotair

The table was elaborated based on best available technologies (BAT) listed by the JRC (2018) [3]
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11.5. ANNEX 5 - TWG MEMBERS AND COMPANIES WHICH

HAVE PARTICIPATED IN THE ROADTEST

List of technical working group members

Organisation

Name

Confederation of European Paper Industries
(CEPI)

Malgosia Rybak

Stora Enso Oyj

Johan Holm

UPM-Kymmene Corporation

Tuomas Niemi

Suzano Papel e Celulose

Mauro Paradella

WELYA SAS Olivier Pons Y Moll
Paprec Sébastien RICARD
Ibema Andrea Pegorini
Ibema Nicole Gongalves
IEA Hana Mandova
CANDRIAM Alix Chosson
FEFCO Krassimira Kazashka
Imperial College Gbemi Oluleye
Groupe Hamelin Virgine Ori

Uniic

Matthieu Prevost

Carton Ondulé de France

Kareen Desbouis

Citeo

Clarisse Guenel

Ence Energia y Celulosa SA

Andrés Rodriguez

Volunteer companies which have participated in the roadtest

e Autajon
e CMPC
e |bema

e Pocheco

e Suzano

+ two other companies from the pulp & paper industry participated in the road-test.
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  0 ≤ t r e n d   r a t i o ≤ 1  


  T r e n d   r a t i o × 100 %


  C o m p a n   y ′ s   t a r g e t   t r e n d < 0  


    A E  C  (   Y  B ) ≥   A E  B ( 2050 )


  t r e n d   r a t i o > 1  


  C o m p a n   y ′ s   t a r g e t   t r e n d ≤ 0   a n d     A E  C  (   Y  B ) ≤   A E  B ( 2050 )

