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INTRODUCTION

THE SBTI

The Science Based Targets initiative (SBTi) drives ambitious corporate climate action by enabling businesses
and financial institutions globally to set science-based greenhouse gas emissions reduction targets.

It was formed as a collaboration between CDP, the United Nations Global Compact, World Resources Institute
(WRI), the World Wide Fund for Nature (WWF) and the We Mean Business Coalition. The SBTi's goal is to enable
companies worldwide to do what climate science requires of the global economy: to halve emissions by 2030
and achieve net-zero before 2050.

The SBTi develops criteria and provides tools and guidance to enable businesses and financial institutions to set
GHG emissions reduction targets in line with what science tells us is needed to keep global heating below 1.5°C.

THE CORPORATE NET-ZERO STANDARD

In October 2021, the SBTi published the Corporate Net-Zero Standard which provides guidance, criteria, and
recommendations for companies to set near- and long-term climate targets consistent with scenarios that limit
global temperature rise to 1.5°C with no or limited overshoot. The Corporate Net-Zero Standard comprises four
key components:

Near-term science-based targets (SBTs): Companies are required to set 5-10-year targets to reduce
emissions within the company value chain in line with 1.5°C pathways.

@ Long-term SBTs: Companies are required to set targets to reduce emissions within the company value
chain to a residual level in line with 1.5°C scenarios by no later than 2050.

@ Beyond value chain mitigation (BVCM): Companies are encouraged to take immediate and consistent
action to mitigate emissions beyond their value chains to support global efforts to limit global
temperature rise to 1.56°C.

@ Neutralization of any residual’ emissions: Companies are required to neutralize the climate impact of any
residual emissions at the net-zero target year and any greenhouse gas (GHG) emissions released into the
atmosphere thereafter through the permanent removal and storage of carbon from the atmosphere.

i Residual emissions are those which cannot be completely eliminated despite implementing all available mitigation measures contemplated in pathways that
limit warming to 1.5°C with no or limited overshoot. A company'’s residual emissions are its scope 1, 2, and 3 emissions that remain once its long-term target
has been achieved.
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BVCM

BVCM is defined in the Corporate Net-Zero Standard as “mitigation action or investments that fall outside a
company's value chain, including activities that avoid or reduce GHG emissions, or remove and store GHGs from
the atmosphere.”

It isincluded as a best practice recommendation rather than a criterion which must be met in order for a
company'’s net-zero target to be validated by the SBTi. The BVCM recommendation is formulated as follows:

"Rg — Beyond value chain climate mitigation: Companies
should take action or make investments outside their

own value chains to mitigate GHG emissions in addition

to their near-term and long-term science-based targets.

For example, a company could provide annual support to
projects, programs and solutions that provide quantifiable
benefits to climate, especially those that generate additional
co-benefits for people and nature. Companies should report
annually on the nature and scale of those actions pending
further guidance.™

[t is important to emphasize that a company's efforts to deliver BVCM must not replace or delay efforts to reduce
its scope 1, 2 and 3 emissions in line with a 1.5°C pathway. This is consistent with the Intergovernmental Panel
on Climate Change (IPCC) Sixth Assessment Report (ARB) which states that “unless there are immediate and
deep emissions reductions across all sectors, limiting global warming to 1.5°C will be beyond reach.”

Instead, BVCM is a mechanism by which companies can go above and beyond their science-based targets to
accelerate the global net-zero transition by helping other economic and social actors to reduce and/or remove
GHG emissions today and by funding activities which can expect to deliver BVCM in the longer term. It can also be
a way for companies to take responsibility for their unabated emissions as they transition to net-zero.

The SBTi's BVCM report, “Above and Beyond: An SBTi report on
the design and implementation of beyond value chain mitigation”

launched in February 2024, provides suggestions to support the =i o cleler
BVCM recommendation (R9) included within the Corporate Net-Zero BVCM must not
Standard and to provide companies with proposals for the design and replace efforts to reduce
implementation of high-integrity and high-impact BVCM strategies. its scope 1,2 and 3

emissions in line with a

1.5°C

pathway
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THE PURPOSE AND STRUCTURE OF THIS REPORT

This accompanying report is a complement to the “Above and Beyond” BVCM report, and therefore should

be read together. It explores, through engagement with corporates and other stakeholders, the incentives for
BVCM over which the broader climate ecosystem has influence, including civil society, academia, policymakers,
standard setters, advocacy organizations and multilateral organizations. It draws upon SBTi research to consider
both the barriers that limit private sector adoption of BVCM, as well as the positive incentives that have the
potential to accelerate adoption. Based on the research findings, this report provides recommendations for
different actors, offering a shared vision and “theory of change” for scaling corporate climate finance into BVCM
over the coming decades.

The report is structured as follows:

Q

Please refer to the SBTi online

Summary of the barriers and incentives glossary for definitions of key terms
for BVCM used within this document.

@ Problem statement and vision

o Insights on the business case for BVCM

o Insights on barriers preventing greater
adoption and/or scale of BVCM

o Insights on potential new incentive
mechanisms

A toolbox for accelerating corporate
adoption and implementation of BVCM

@ Conclusions
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PROBLEM
STATEMENT AND VISION

The world is dangerously close to passing the 1.5°C threshold,
beyond which humanity and other species are exposed to existential
and irreversible negative impacts. To avoid the most severe climate
impacts, global mean surface temperature must be stabilized at or
below 1.5°C of warming.3

Impacts are already being felt across the world. At today's level of warming
(estimated between 0.95 and 1.2°C), tens of millions of people are already Estimates suggest that
exposed to temperature extremes.*® In 2022, climate change and La Nifia / annual mitigation finance

drove overall losses of USD 270 billion and insured losses of USD 120 billion.® needs to rise to

8.47

by 2030

Progress to address the climate crisis is insufficient. There is a significant
gap in terms of the globally committed levels of climate mitigation and
climate finance and what is needed to limit warming to 1.5°C. Estimates
suggest that annual mitigation finance needs to surpass USD 8.4 trillion per
year between now and 2030, and to rise to USD 10.4 trillion per year in the
following two decades, compared to just USD 1.2 trillion a year today.”

¥

Rise to
Private sector adoption of emission reduction targets can play a 1 O T
significant role in addressing emissions within corporate value chains. $ ]
While there has been an exponential increase in adoption of science-based per year in the

targets over the past eight years (with companies committed to set or with next 20 years
validated science-based targets making up more than a third of the world’s
market capitalization at the end of 2022), there is still a large portion of the
economy that has yet to align with a 1.5°C pathway. This underscores the
need to scale-up the adoption and implementation of strategies to mitigate
emissions from activities within corporate operations and wider value chains.
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However, it is also important to catalyze private sector finance to mitigate emissions that occur beyond
corporate value chains, mitigation opportunities that are commonly underserved by traditional finance
mechanisms. For example approximately one-third of tropical deforestation is attributed to subsistence farming,®
and over 50% of the food economies in Africa, Asia, and Latin America rely on traditional and transitional supply
chains,® which are unlikely to be influenced by investments made through corporate climate commitments within
the value chain. Despite the urgent need to achieve net-zero emissions at an accelerated pace, the Agriculture,
Food, and Other Land Use (AFOLU) sector currently receives less than 4% of climate finance.'°

Companies also have a responsibility to finance mitigation beyond their value chains. The transition towards
net-zero aligned business models is long-term and thus a company's unabated emissions that occur during

that transition will accumulate in the atmosphere contributing to global warming and driving physical climate
impacts. Beyond value chain mitigation represents a mechanism for companies to take responsibility for these
unabated emissions during the transition by helping other economic and social actors reduce and/or remove GHG
emissions.

While there are examples of leading companies making meaningful commitments to BVCM, the adoption rate
remains low and, where companies are investing, it is often not at the scale commensurate with the magnitude
of the climate crisis. For example, fewer than 12% of companies which disclosed to CDP in 2022 reported
purchasing carbon credits to accelerate climate action beyond their value chains.” Only 0.5% of 5,998 companies that
have committed or validated science-based targets have purchased durable carbon removal. Despite the imperative
to mobilize a minimum of USD 2.6 trillion in private climate investments by 2030, annual corporate climate finance has
only increased marginally from USD 183 billion to USD 192 billion annually since 2018."2

Given this context, the authors propose the following articulation of a “problem statement”
and a “vision” upon which the recommendations in this report have been formulated.

PROBLEM STATEMENT

There are an insufficient
number of companies

funding and delivering BVCM
consistently and at a scale
commensurate with the
magnitude of the climate crisis.

VISION

<,@\> A critical mass of companies
are going beyond science-
based targets to also fund
and deliver BVCM, collectively
contributing a significant
volume of finance and
mitigation to address the
climate crisis.
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RESEARCH METHODS
AND PROCESS

Information was obtained during 2023 via a
corporate survey, an open public consultation
survey, a workshop, desk-based literature
reviews, direct engagement with expert advisory
group members and interviews with companies,
academics and industry experts.

companies
responded to the
BVCM survey

Corporate Interviews and Survey: In March and April 2023, the SBTi conducted
interviews with companies and hosted an online survey on the topic of BVCM

with the support of the Boston Consulting Group (BCG). The survey was 2 2
available for inputs from 13 March to 31 March 2023. 212 companies responded
to the online survey and a further 22 companies were interviewed. The objective
of the survey and interviews was to understand more about companies’ existing
BVCM funding activities, alongside motivators, barriers, and potential new
mechanisms to drive investment. See here for the results.

companies were
interviewed

Public Consultation: The SBTi also held a BVCM public consultation from 19 June to 30 July 2023. The objective of
the public consultation was to elicit feedback from a diverse set of stakeholders on the topic of BVCM. Respondents
were invited to submit their feedback on several complex technical and value-based considerations related to BVCM.
One of the consultation areas focused on incentives and barriers for BVCM. The SBTi also held one-to-one meetings
during the consultation period with key stakeholders on the topic, including organizations focused on supporting the
rights of Indigenous Peoples and local communities. The public consultation results can be found here.

Workshop: The SBTi also hosted a workshop in New York, on 20 September 2023 during New York Climate Week to
obtain feedback on incentives and barriers related to BVCM. The workshop was co-hosted by Deloitte, Gold Standard
and the SBTi. Attendees were from approximately 50 organizations and companies from a range of sectors.

Desk Reviews, Expert Interviews and Group Discussion: The SBTi conducted desk-based literature reviews,
engaged with the BVCM expert advisory group and interviewed academics and industry experts on the topic.

Image Source: Justin Merriman / EE Image Database
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Figure 1. Scope of the research conducted by the SBTi during 2023 on barriers to
and incentives for BVCM

22

interviews with
companies from a
range of sectors

Desk-based
analysis and
literature review

companies
surveryed from a
range of sectors that
operate in all regions
of the world

Public
consultation with
268 responses, of which

interactive
workshop

Interviews with

78 O/o academics and with companies
were corporates \ industry experts at New York
: Climate Week

financial institutions
and SMEs

(2023)

Image Source: National Renewable Energy Lab
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FINDINGS

Note: the SBTi accepts no liability for the reliability of any data
provided by third parties. No representation or warranty (express or
implied) is given by the SBTi as to the accuracy or completeness of
the information, insights, results and/or opinions of the BVCM public
consultation and corporate engagement survey results.

THE BUSINESS CASE FOR BVCM

The BVCM corporate engagement process highlighted that the business case for BVCM varies across companies
depending on factors such as the region, market and industry in which the company operates, its size and market
share, and ultimately the extent to which the company is impacted by the changing physical environment linked to
climate change and the associated changes in policy, financial markets, consumer markets, society and technology.
Consumer-facing companies highlighted BVCM as an opportunity to differentiate their brand. Companies that

are highly dependent on natural capital identified BVCM as an opportunity to enhance resilience across their
operations and supply chains. Companies in higher emitting sectors identified BVCM as an opportunity to scale

the availability of carbon dioxide removal (CDR) technologies needed to neutralize residual emissions in the future.
Across all sectors, companies highlighted benefits linked to talent acquisition and retention and many highlighted
BVCM as a core part of their social license to operate.

BVCM benefits linked to the changes in the physical environment

Companies face acute and chronic physical risks as a result of climate change (e.g., rising temperatures, sea-level
rise, extreme weather events, resource scarcity, ecosystem degradation), as well as systemic risks linked to climate
tipping points and ecosystem collapse. Climate change and La Nifia drove overall losses of USD 270 billion and
insured losses of USD 120 billion in 2022."3

By funding BVCM, companies can mitigate physical climate risks and realize opportunities linked to resilience and
climate adaptation.

For example, investments to protect mangrove ecosystems have enormous
benefits: mangrove forests provide more than USD 80 billion per year in avoided %

losses from coastal flooding, and efforts to protect them could deliver more
than 60 million tCO.e a year of climate mitigation over the next two decades.''®

Image source: Abbie Trayler-Smith / Panos Pictures
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An illustrative example of a company delivering BVCM to realize benefits linked to changes in the physical
environment would be a manufacturing company funding the restoration of coastal ecosystems adjacent to its
production facilities to mitigate the risk of cost increases or loss of revenue linked to storm surges damaging those
production facilities.

ILLUSTRATIVE QUOTES AND STATISTICS FROM THE SBTI BVCM
CORPORATE ENGAGEMENT INTERVIEWS AND SURVEY

ILllustrative quote(s) from the corporate interviews:

“We invest in landscapes adjacent to our sourcing
areas to support the health of those landscapes to
secure future access to commodities.”

Companies purchasing and retiring Companies funding BVCM through
carbon credits: mechanisms other than carbon credits:
o The need to reach net-zero globally was the 0 67% of 67 companies cited the need to reach
most commonly cited motivation for companies net-zero globally as a motivator for funding BVCM

purchasing carbon credits, identified by 67% of (see page 46).

91 respondent companies (see page 29).
0 39% of 67 companies that reported on the

o 51% of 88 companies that reported on the factors factors they consider when selecting which types
they consider when selecting carbon credits of activities to fund stated that they consider
stated that they consider whether they will help whether the associated activity will help prevent
prevent ecological tipping points (see page 24). ecological tipping points (see page 42).

Companies not purchasing and retiring o 30% of 68 companies that reported on the quality

dimensions considered in funding BVCM stated

carbon credits: that they look to support activities at the highest

o 41% of 71 companies stated that concerns about risk of the negative impacts of climate change
the supply-side quality of carbon credits was a (see page 42).
reason for not purchasing and retiring credits

o The most important reason for increasing
non-credit based BVCM funding was trust that
investments are delivering results (see page 44).

(see page 32).
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BVCM benefits linked to the policy context

Companies face risks as a result of policies designed to constrain activities driving climate change, e.g., taxes
and charges on polluting activities and tradable permits in cap-and-trade systems.'® Companies also face
climate-related litigation or legal risk as a result of claims being brought before the courts.”

BVCM activities and investments as a supplement to scope 1, 2 and 3 abatement could potentially reduce future policy or
litigation risk where BVCM is aligned with the polluter pays principle set out in the 1992 Rio Declaration which signifies that
those who produce pollution should bear the costs of managing it to prevent damage to human health or the environment.'®

Companies can also realize opportunities linked to governmental efforts to incentivize corporate action on climate,
e.g., subsidies and tax incentives.'® Tax credits can be designed to allow businesses to deduct a certain percentage
of green investment costs from their taxes. The Inflation Reduction Act in the United States includes 24 tax credits
- most of which relate to climate and energy policies — and is anticipated to drive USD 380 billion of investment into
renewable energy and sustainable technologies.?°

Policy-related opportunities also exist for organizations to utilize their BVCM funding activities to collaborate with
governments to access new markets through financing BVCM through public—private partnerships and blended
finance instruments.

An illustrative example of a company delivering BVCM to realize benefits linked to changes in the policy
environment would be a media company looking to enhance its brand reputation investing into a blended finance
mechanism that finances nature-based solutions in sub-Saharan Africa whereby development finance is leveraged
to attract and de-risk private sector investments into developing and emerging economies.

ILLUSTRATIVE QUOTES AND STATISTICS FROM THE SBTI BVCM
CORPORATE ENGAGEMENT INTERVIEWS AND SURVEY

Companies purchasing and retiring o Tax incentives were the third-ranked incentive
. mechanism for purchasing and retiring carbon
carbon credits:

credits, with customer demand ranked number

o 33% of 83 companies identified a lack of policy one and investor demand ranked number two

incentives as a barrier to spending more on (see page 33).

carbon credits {see page 29). Companies financing BVCM through

Companies not purchasing and retiring mechanisms other than carbon credits:

carbon credits: o 40% of 57 companies identified a lack of policy

incentives as a barrier to spending more. This
was the second ranked barrier, after a lack of
economic incentives (see page 46).

o 18% of 71 companies cited a lack of policy
incentives as a rationale for not doing so (see

page 32).

0 48% of 135 respondent companies stated that
tax benefits would incentivize them to fund more

BVCM (see page 52).
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BVCM benefits linked to changes in financial markets

Concern about climate change has been cited as the most common reason for financial groups to exclude
companies from their portfolios, according to research from a coalition of non-profit environmental and sustainability
groups.?' Correspondingly, many investors see purpose-led brands as a key to future-proofing their portfolio, recognizing
sustainability as an opportunity for growth.22 BVCM thus presents an opportunity to retain and attract investors.

Moreover, companies can realize opportunities linked to new sustainability-linked financial mechanisms by
underwriting or financing green bonds and infrastructure (e.g., low-emission energy production, energy efficiency,
grid connectivity, or transport networks).

An illustrative example of a company delivering BVCM to realize benefits linked to changes in financial markets
would be a fashion company funding the protection of the Amazon rainforest to signal that it is a purpose-led brand
and to attract investors focused on purposeful businesses.

ILLUSTRATIVE QUOTES AND STATISTICS FROM THE SBTI BVCM
CORPORATE ENGAGEMENT INTERVIEWS AND SURVEY

Illustrative quote(s) from the corporate interviews:

“There is a growing expectation among investors that
our actions and targets are validated by third parties
and science-based.”

Companies purchasing and retiring Companies funding BVCM through
carbon credits: mechanisms other than carbon credits:
0 38% of the 91 respondents stated a reason for o 49% of the 67 respondents stated a reason for
doing so being that their stakeholders (e.g., doing so being that their stakeholders (e.g.,
customers, investors) were demanding it (see customers, investors) were demanding it (see

page 29). page 46).
o Lack of investor pressure was the lowest ranked o Investor demand was rated the most important
barrier (see page 29). factor that would incentivize them to deliver more

BVCM (see page 48).
Companies not purchasing and retiring

carbon credits: Companies not funding BVCM through

o mechanisms other than carbon credits:
o Investor demand was identified as one of the top

factors that would motivate them to do so (see o Investor demand was identified as one of the top
page 33). factors that would motivate them to do so (see
page 50).

o Lack of investor pressure was the lowest ranked
barrier (see page 32).
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BVCM benefits linked to
changes in consumer markets
and changing societal
expectations of companies

Companies face market risks due to shifts in supply
and demand for products and services as a result of
climate change. They can also realize opportunities to
increase market share through brand differentiation
linked to climate leadership. Recent analysis showed
that 14% of consumers cite environmental, social and of consumers cite

governance (ESG) as their top buying criteria and more ESG as their top

than 70% of consumers are willing to pay a reasonable buying criteria More than
premium (10-25%) for sustainability.?> Numerous o o/
surveys have shown that corporate donations attract 7 (o)
customers: Mintel, for example, found that charitable of consumers are
giving affects nearly three-quarters (73%) of Americans’ willing to pay a
spending decisions. Half of the consumers surveyed reasonable premium
said they would switch to a company that supports a — for sustainability
cause they believe in, including 61% of adults aged 41 @

or younger.2* BVCM therefore represents an opportunity

for companies to differentiate themselves from their
peers and appeal to socially and environmentally
minded consumers.

The social license to operate refers to the ongoing acceptance of a company or industry's business practices

and operating procedures by its employees, stakeholders, and the general public. Companies can erode the
social license by failing to take externalities into account even if they have already committed to reducing their
value chain emissions in the short and long term, and as a result their core strategies may not be achievable.®
Demonstrating a commitment to addressing the climate crisis through BVCM can help businesses avoid costs
linked to loss of the social license to operate — for example, replacing an employee costs, on average, 21% of their
annual pay.2® It can also be an important factor in job selection, with more than 40% of millennials reporting that
they seek jobs with a purpose.?’

An illustrative example of a company delivering BVCM to realize benefits linked to changes in consumer markets
would be a telecommunications company funding the development of solar mini grids to differentiate itself from
peers and to unlock opportunities for price premiums linked to climate leadership.

An illustrative example of a company delivering BVCM to realize benefits linked to changes in society’s expectation

of companies would be a high-profit technology company funding a portfolio of BVCM activities to demonstrate to
civil society and regulators that its privileged economic position is balanced by tangible social responsibility.
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ILLUSTRATIVE QUOTES AND STATISTICS FROM THE SBTI BVCM
CORPORATE ENGAGEMENT INTERVIEWS AND SURVEY

ILlustrative quote(s) from the corporate interviews:

“Our customers care about ‘Our BVCM investments and
our sustainability goals and climate efforts are an extremely
targets and will ask us about important recruitment tool.

our progress. Sustainability is a We need to live up to the
license to operate.” standard we are setting.”

Companies purchasing and retiring carbon credits:

o 65% of 91 respondents purchased and retired carbon credits because they wanted to be seen as a leader in
corporate climate action (see page 29).

0 42% of 91 respondents purchased and retired carbon credits because they wanted to strengthen their brand
reputation (see page 29).

o Of 88 respondents that reported on the factors they consider when selecting carbon credits, 45% stated
that they consider the geographical location of their operations or consumer markets, 44% stated that they
consider how they want our brand to be perceived in the market, and 18% stated that they consider what
their consumers are passionate about (see page 24).

Companies not purchasing and retiring carbon credits:

o Consumer demand was ranked as the most significant motivator for incentivizing carbon credit purchase and
retirement (see page 33).

Companies funding BVCM through mechanisms other than carbon credits:

o Of 67 respondents that reported on the factors they consider when funding BVCM through mechanisms
other than carbon credits, 51% stated that they consider the geographical location of their operations or
consumer markets, 40% stated that they consider how they want our brand to be perceived in the market,
and 31% stated that they consider what their consumers are passionate about (see page 42).

o Of the 67 companies that reported on their motivation for funding BVCM through mechanisms other than
carbon credits: 64% cited the desire to be seen as a leader in corporate climate action, 52% cited the desire
to strengthen the brand reputation of the company, 49% cited that their stakeholders such as customers are
demanding it, and 21% cited the desire to make a related claim (see page 46).

o Customer demand was seen as a top motivator for increasing investment into BVCM (see page 48).

Companies funding BVCM through mechanisms other than carbon credits:

o Consumer demand was the highest ranked factor that would incentivize them to fund BVCM (see page 50).
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BVCM benefits linked to changes in technology

BVCM is a mechanism by which companies can deploy funds beyond their
sector and their value chains to realize opportunities linked to technology R&D
and innovation. As such, using BVCM to accelerate technological innovation
brings opportunities to access new markets and for associated return on
investment. The global climate tech market is expected to reach USD 182.54
billion at a compound annual growth rate (CAGR) of 24.5% during forecast
period 2023 to 2033.%

The global climate
tech market is
expected to reach

$182.5

BVCM also represents an opportunity to accelerate the development of CDR billion

technologies needed to neutralize the impact of residual emissions by mid-century
and thus to mitigate future costs and secure access to permanent removals.

An illustrative example of a company delivering BVCM to realize benefits linked
to changes in technology related to the net-zero transition would be an aviation
company funding BVCM by purchasing direct air carbon capture and storage
(DACCS) carbon credits to help scale the availability of this technology to ensure
that permanent carbon removals are available and affordable when the company
has committed to neutralize residual emissions in 2050.

ILLUSTRATIVE QUOTES AND STATISTICS FROM THE SBTI BVCM
CORPORATE ENGAGEMENT INTERVIEWS AND SURVEY

ILllustrative quote(s) from the corporate interviews:

"The carbon [removall credits we will have to buy in
2040 are an added cost to our business. We need a
market that has adequate scale and integrity.”

Companies purchasing and retiring carbon credits:

o When asked about the purpose for the purchase and retirement of carbon credits in the context of SBTi
targets, 34% of 124 respondent companies stated that they purchase and retire carbon removal credits in the
transition to net-zero because they have set neutralization milestones (see page 30).

Companies funding BVCM through mechanisms other than carbon credits:
o 73% of respondent companies provide renewable energy investment and 40% provide finance for green

investments/technology (e.g., R&D for precision agriculture technologies or CDR technologies). These were
the two top categories of investment (see page 41).
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BARRIERS PREVENTING GREATER ADOPTION AND/OR SCALE
OF BVCM

The research data highlighted a number of barriers that are preventing wide-scale implementation of BVCM by the
private sector. The fear of greenwash accusation as a result of efforts to deliver BVCM, and the lack of a credible claim
for communicating BVCM activities and investments were identified as two of the most significant barriers in the
SBTi's public consultation on BVCM." Figure 2 below shows the results from this consultation, with 194 respondents
ranking the barriers preventing BVCM investment by companies. The results are shown for respondents that
represent corporates, financial institutions, small and medium sized enterprises (SMEs) and all other organization
types (including e.g., non-governmental organizations (NGOs), policymakers, research and academia).

Figure 2: BVCM public consultation responses to the question “in your opinion,
what are the most significant barriers preventing BVCM investment?”

Mean rank across respondent type
N=194
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significant respondents percelved the barrier

i Please note that this survey was conducted prior to the release of the Voluntary Carbon Markets Initiative (VCMI) Claims Code of Practice.

Raising the Bar: An SBTi Report on Accelerating Corporate Adoption of BVCM 22



o
Fear of greenwashing accusation 3 5 /O

A number of companies who were interviewed on the topic of of respondents (29/83)
BVCM in 2023 highlighted their concern that efforts to deliver citing this as a key
BVCM will attract criticism and accusation of greenwash. For barrier to spending
example, companies are concerned that their efforts to go more on carbon credits

above and beyond science-based targets through BVCM will
be misinterpreted by external stakeholders as tantamount to
offsetting (where companies substitute abatement of value
chain emissions by funding mitigation beyond the value chain).
Corporate offsetting has been subject to widespread critique
and therefore poses reputational risks to companies.?®

28%

respondents (16/57)
stating it was a barrier to
increased BVCM funding

through mechanisms

other than
carbon credits

Respondents to the BVCM public consultation ranked the fear of greenwash
accusation as the top barrier preventing BVCM deployment. The results of the
corporate engagement survey also highlighted this as a significant barrier, with
35% of respondents citing this as a key barrier to spending more on carbon
credits (29 of 83 respondents), and 28% of respondents stating it was a barrier to
increased BVCM funding through mechanisms other than carbon credits

(16 of 57 respondents). Of respondent companies that reportedly do not purchase and retire credits, 40% (29 of 71
respondents) stated that this was a key rationale. Of respondent companies that reportedly do not fund BVCM through
mechanisms other than carbon credits, 20% (13 of 66 respondents) stated that this was a key rationale. Emerging
reputational risk linked to the purchase and retirement of credits was the second highest ranked reason for decreasing
purchase and retirement of credits (where just 9 companies reported decreased purchase and retirement of credits).

Lack of a credible BVCM claims

During the BVCM public consultation period (in June and July 2023), respondents ranked the lack of a credible
claim for communicating BVCM activities and investments as the second greatest barrier preventing BVCM
deployment.i Financial institutions highlighted this as the most significant barrier. Aimost half (45%) of corporate
engagement survey respondents stated that the uncertainty around what investments and activities will

count towards claims and targets in the future was a rationale for not purchasing and retiring credits (31 of 71
respondents), and 39% stated this was the rationale for not funding BVCM though other funding mechanisms (26 of
66 respondents).

Desk-based research showed that “carbon neutral” and “climate neutral” are historically two of the most widely used
claims that relate to BVCM.*° Typically companies have used the terms carbon or climate neutral to describe the practice
of purchasing and retiring carbon credits equivalent to the volume of unabated CO2 or GHG emissions — either at the
organizational or product level —in a given period. There are several perspectives on when and if these terms can be used
credibly. One view is that the claim provides a business case for companies to go beyond their science-based targets

to deliver BVCM, thus accelerating global mitigation.®' An alternative view is that the claim conceals or downplays the
remaining climate impact of businesses that have not fully decarbonized and therefore misleads stakeholders.®>2

iii Please note that this survey was conducted prior to the release of the Voluntary Carbon Markets Initiative (VCMI) Claims Code of Practice.
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Moreover, there are increasing examples of public efforts to regulate corporate climate claims through both law and
softer regulatory instruments such as guidance from consumer, competition and financial authorities.

For example, the European Union has announced a ban on advertisements
that make “claims based on emissions offsetting schemes that a product has
neutral, reduced or positive impact on the environment” by 2026.

There is an evolving dialogue and growing civil society support for a move away from carbon or climate neutrality
claims towards “contribution claims” that convey to audiences that the organization has provided support or
finance to actions beyond the company’s value chain with an expected climate mitigation outcome 335363738 Sy ch
contribution claims do not imply that BVCM outcomes are netting out or counterbalancing the claimants’ remaining
value chain emissions, but instead are communicated as a contribution to global climate mitigation efforts or

even the efforts of a country. However, it is not yet clear how much acceptance contribution claims will find with
corporate actors and other stakeholder groups.®®

There is clear demand for external validation of high-integrity BVCM claims, with 79% of BVCM corporate
engagement survey respondents stating that externally validated claims would incentivize the purchasing and
retirement of carbon credits (131 out of 165 respondents).

Noteworthy: Following the corporate survey period, the Voluntary Carbon Markets Integrity Initiative (VCMI) published its
Claims Code of Practice (Claims Code) with the purpose of guiding companies and other non-state actors on how they
can credibly make voluntary use of high-quality carbon credits as part of their climate commitments and on how they
communicate their use of those credits. The Claims Code sets out three types of claims that recognize increasing levels of
BVCM (Carbon Integrity Silver, Gold and Platinum) through the purchase and retirement of high-quality carbon credits over
and above the company’s efforts to reduce their scope 1, 2 and 3 emissions in line with a 1.5°C pathway. VCMI provides a
Monitoring, Reporting and Assurance (MRA) Framework, which outlines clear procedures for companies to follow in order
to make a VCMI Claim.*®

Perception of a weak financial business case for BVCM

Perception of a weak financial business case for BVCM was the third-ranked barrier preventing BVCM investment
according to the public consultation. Of respondents to the corporate engagement survey that do not purchase
and retire credits, 21% cited the lack of economic incentives as a rationale (15 of 71 respondents), and 29% of
respondents that do purchase credits highlighted this as a barrier to spending more on carbon credit purchase and
retirement (24 of 83 respondents). A smaller number of respondents that do not fund BVCM via other mechanisms
cited the lack of economic incentives as a rationale (17%, or 11 of 66 respondents), and 49% of respondents that
did cited this as a rationale for not funding more (28 of 57 respondents).

The BVCM interviews and survey responses highlight that while the business case for BVCM does exist, it is not

widely understood and it is specific to each company depending on the range of physical and transition climate
risks and opportunities that they face.
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Lack of guidance on best practice approaches to BVCM

Respondents to the BVCM public consultation ranked the lack of standardized guidance on minimum standards
and best practice as the fourth biggest barrier preventing investment into BVCM. The second most commonly
identified recommendation on how the SBTi could incentivize BVCM was to publish clear best practice and
minimum practice guidance and tools.

The release of the SBTi report “Above and Beyond: An SBTi report on the design and implementation of beyond
value chain mitigation (BVCM)" was developed to address this barrier (as well as other barriers discussed such as
the fear of greenwashing accusation), offering recommendations to companies on how to design and implement
high-integrity and high-impact BVCM strategies. The VCMI Claims Code of Practice was also developed to address
these barriers, by providing Carbon Integrity Silver, Gold and Platinum BVCM claims and a Monitoring, Reporting
and Assurance (MRA) Framework.

Lack of available funds to deliver BVCM

Respondents to the BVCM public consultation ranked the lack of available funds as the fifth biggest barrier
preventing investment into BVCM. This was also a topic which was highlighted in the workshop on BVCM
incentives and barriers held at New York Climate Week in 2023; attendees stated that, despite ambition to take on
BVCM, limited internal resources (human and financial) presented constraints. Similarly, attendees highlighted
barriers to long-term decision-making given the focus on quarterly financial results.

Nearly half (48%) of corporate engagement respondents stated that within value chain mitigation was a preferred
focus and thus represented a barrier to spending more on carbon credits (40 out of 83 respondents). Of
respondent companies that reportedly fund BVCM through other mechanisms, 39% stated this was a reason for
not funding more (22 of 57 respondents), while 55% of respondents stated this was a reason for not purchasing or
retiring carbon credits (39 of 71 respondents), and 33% stated this was a reason for not funding BVCM via other
mechanisms (20 of 66 respondents).

Lack of investor demand

Respondents to the BVCM public consultation ranked the lack of investor demand as the sixth biggest barrier

to BVCM. However, just 8% of corporate survey respondents that already purchase carbon credits (7 of 83
respondents), and 13% of those that reportedly do not purchase carbon credits (9 of 71 respondents) cited thisas a
barrier. A quarter of respondents that fund BVCM via other mechanisms (14 of 57 respondents), and 15% of those
which do not fund BVCM via other mechanisms cited this as a barrier (10 of 66 respondents).

The interviews conducted with investor groups on this topic, highlighted that unlocking investor demand for

BVCM will depend on strong casemaking as to how BVCM helps to manage physical and transition climate-related
financial risk across their portfolios.
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Lack of consumer
demand as the 7th
biggest barrier

Lack of B2B customer
demand as the 8th
biggest barrier

Lack of consumer and/or customer demand

Respondents to the BVCM public consultation ranked the lack of consumer demand as the seventh biggest barrier
preventing investment into BVCM, and lack of business-to-business (B2B) customer demand as the eighth biggest
barrier.

The green premium is the extra price producers can extract — and customers are willing to pay — over and above
other price “extras” such as those relating to the physical characteristics or carbon costs associated with producing
a commodity.*! Corporate engagement survey respondents cited the lack of evidence for a green premium (i.e., a
lack of consumer demand) to be a barrier to spending more on carbon credits (22%, or 18 of 83 respondents) or in
funding BVCM via other mechanisms (28%, or 16 of 57 respondents). For the respondents that reportedly do not
purchase and retire carbon credits, 21% (15 of 71 respondents) stated this was a key rationale, while just 14% (9 of
66 companies) stated this was a reason for not funding BVCM via other mechanisms.

Perception of environmental and social risks associated with BVCM

Many companies that were interviewed highlighted recent scientific publications and high-profile media campaigns
that raise concerns about the environmental integrity of carbon crediting projects and certification methodologies.
This has raised concerns that the carbon credits that companies are purchasing may not deliver the climate mitigation
outcomes that they claim to, creating a reputational risk for companies making claims based on these activities.

While this was raised consistently throughout interviews, the perception of environmental and social risks associated with
BVCM was ranked as the ninth biggest barrier to BVCM. However, corporate engagement survey respondents did raise
concerns about the supply-side quality of carbon credits and identified this as a barrier to spending more on carbon credits
(42%, or 35 of 83 respondents) and a rationale for not purchasing or retiring carbon credits (41%, or 29 of 71 respondents).
[tis worth highlighting the various initiatives working to enhance the supply-side integrity of carbon credits including the
Integrity Council for Voluntary Carbon Markets (ICVCM), the Tropical Forest Credit Integrity (TFCI) Guide and the Carbon
Credit Quality Initiative (CCQI).

Lack of policy incentives

Corporate engagement survey respondents stated that the lack of current policy incentives represents a barrier to
spending more on either carbon credits (33%, or 27 of 83 respondents) or non-credit based BVCM (40%, or 23 of 57
respondents) and a rationale for not purchasing and retiring carbon credits (18%, or 13 of 71 respondents) and not
providing non-credit based BVCM finance (14%, or 9 of 66 respondents).
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NEW INCENTIVES MECHANISMS

The research highlighted a number of potential new incentive mechanisms that could accelerate implementation
of BVCM by the private sector. Tax incentives and certification of BVCM claims were identified as two of the most
significant potential incentives in the SBTi's public consultation on BVCM. Figure 3 below shows the results from
this consultation, with 170 respondents ranking a list of potential incentive mechanisms. The results are shown for
respondents that represent corporates, financial institutions, small and medium sized enterprises (SMEs) and all

other organization types (including e.g., NGOs, policymakers, research and academia).

Figure 3. BVCM public consultation responses to the question “in your opinion, what
new incentive mechanisms could be most impactful in driving BVCM investment?”

Tax incentives

Assessment and certification of
BVCM claims by a dedicated body

Integration of BVCM reporting requirements into
ESG frameworks such as SASB, GRI and ISSB

Regulation on BVCM related claims

Assessment and certification of
BVCM targets by a dedicated body

Consumer-facing campaings to ensure BVCM is
considered part of the social license to operate and
to spotlight high ambition companies

Development of BVCM standards by a
dedicated body (i.e.. not the SBTi)

Integration of BVCM reporting
requirements into the Task Force on
Climate-related Financial Disclosures (TCFD)

Integration of BVCM reporting
requirements into the CDP questionnaire
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Tax incentives

Respondents to the BVCM public consultation ranked tax incentives as the top potential incentive mechanism for
driving investment into BVCM. In particular, financial institutions ranked this highly.

Corporate engagement survey respondents highlighted tax incentives as the third most significant factor to incentivize
(i) companies to start purchasing and retiring carbon credits; and (ii) companies already financing BVCM through
non-credit based mechanisms to make further investments. Tax incentives were deemed the sixth most significant
factor to incentivize companies not yet financing BVCM through non-credit based mechanisms to start doing so.

Assessment and certification of BVCM claims and targets

Respondents to the SBTi BVCM public consultation ranked assessment and certification of BVCM claims as the
second most significant incentive mechanism for driving investment into BVCM, and assessment of BVCM targets
as the fifth most significant incentive mechanism.

Externally approved claims were also raised as an important incentive in the corporate engagement survey, but less
highly rated: claims were identified as the fourth most significant factor to incentivize companies to start purchasing
and retiring carbon credits; the fifth most significant factor to incentivize further investment from companies already
financing BVCM through non-credit based mechanisms; and the seventh most significant factor for companies not
funding BVCM through mechanisms other than carbon credits.

Corporate engagement survey respondents
highlighted that some form of recognition

or credit from the SBTi would be a valuable
incentive. This was deemed to be the second
most significant incentivizing factor for companies
already financing BVCM through non-credit
based mechanisms; the third most significant
incentivizing factor for companies not yet financing
BVCM through non-credit based mechanisms
and the fifth most significant incentivizing factor
for companies that do not yet purchase and retire
carbon credits.

As noted above, the VCMI Claims Code
of Practice was developed to provide an
incentive for companies to fund BVCM
through standardized claims.
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Integration of BVCM reporting requirements into environmental, social and
governance (ESG) disclosure frameworks

Desk-based research showed that companies are increasingly required to disclose their climate impacts, risks
and opportunities either through voluntary or regulatory means. While disclosure frameworks such as the Global
Reporting Initiative (GRI) and CDP have existed for decades, the publication of the Taskforce for Climate-related
Financial Disclosures (TCFD) Framework in 2017 and its subsequent adoption by regulators across the world has
rapidly increased private sector climate-related disclosures.* While reporting requirements on the use of carbon
credits is embedded in certain disclosure frameworks, including the CDP climate questionnaire, the International
Sustainability Standards Board (ISSB) disclosure requirements and the Transition Plan Taskforce (TPT) disclosure
framework, BVCM as a broader concept has yet to be fully integrated. #3444

Respondents to the BVCM public consultation ranked the integration of BVCM into environmental, social and
governance (ESG) disclosure frameworks as follows: integration into Sustainability Accounting Standards Board
(SASB), GRI and the ISSB disclosure requirements (ranked third), integration into the TCFD framework (ranked
eighth), and integration into CDP (ranked ninth).

Meanwhile, the corporate engagement survey results showed that companies deemed guidance for credibly
reporting on BVCM investments to be an incentivizing factor, especially for companies either already funding
BVCM through non-credit based mechanisms (fifth most significant factor) or who have yet to do so (second most
significant factor).

Research showed that
companies are increasingly
required to disclose their
climate impacts, risks
and opportunities either
through voluntary or
regulatory means
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Regulation on BVCM claims

As mentioned above, desk-based research showed that there are increasing examples of public efforts to regulate
corporate climate claims through both law and softer regulatory instruments such as guidance from consumer,
competition and financial authorities. Prominent examples of new or emerging claims regulation and guidance include:

o The European Parliament and the Council of the EU struck a deal to ban advertisements that make “claims
based on emissions offsetting schemes that a product has neutral, reduced or positive impact on the
environment” by 2026.¢ This latest decision concludes negotiations on the Empowering Consumers for
the Green Transition (ECGT) directive, which the European Commission published in March 2023, with the
intention of updating existing EU consumer protection legislation that was no longer fit for purpose.*’

o France's Decree No. 2022-539, which aims to prevent greenwashing by specifying rules for carbon
offsetting and carbon neutrality claims, came into force in January 2023. It requires companies to report
annually on their products’ life cycle emissions as well as those emissions that are offset.*®

o The US State of California’s bill AB-1305 on voluntary carbon market disclosures puts in place disclosure
requirements for entities that purchase or use voluntary carbon credits and that make claims regarding the
achievement of net-zero emissions, claims that the entity, related entity, or a product is “carbon neutral,” or makes
other claims implying the entity, related entity, or a product does not add net carbon dioxide or greenhouse gases
to the climate or has made significant reductions to its carbon dioxide or greenhouse gas emissions.*

o In December 2022, the US Federal Trade Commission consulted on potential updates to its Green Guides
for the Use of Environmental Marketing Claims. In doing so, it requested public comment on four specific
issues, of which carbon offsetting was one, explicitly inviting “comments on whether the revised Guides
should provide additional information on related claims and issues”.*®

While claims regulation does pose regulatory risks for companies, it also has the benefit of leveling the playing
field and reducing the risk that companies unwittingly make misleading claims and are consequently accused of
greenwashing. Respondents to the BVCM public consultation ranked regulation on BVCM claims as the fourth
most significant potential incentive mechanism for driving investment into BVCM.

Consumer-facing campaigns supporting BVCM

Public consultation respondents highlighted consumer-facing campaigns to ensure BVCM is considered part of
the social license to operate and to spotlight high ambition companies as the sixth most impactful new incentive
mechanism. The corporate engagement survey results consistently demonstrated the power of customer and
investor demand in incentivizing BVCM; customer demand was deemed to be the most significant factor in
incentivizing companies to start purchasing and retiring carbon credits.

Development of BVCM standards

Respondents to the BVCM public consultation ranked the development of BVCM standards by dedicated bodies
as the seventh most significant potential incentive mechanism for driving investment into BVCM. Standards are
valuable for companies as they provide a clear set of criteria that companies have to meet and therefore provide a
route for clear, consistent and accurate claims that stakeholders can trust.

Raising the Bar: An SBTi Report on Accelerating Corporate Adoption of BVCM 30



TOOLBOX FOR
ACCELERATING
CORPORATE
ADOPTION AND
IMPLEMENTATION
OF BVCM



TOOLBOX FOR

ACCELERATING
CORPORATE ADOPTION AND
IMPLEMENTATION OF BVCM

TOOLBOX

Based on the findings and suggestions provided by respondents and participants of this research on the
BVCM barriers and incentives, the SBTi has produced a toolbox which is designed to guide different actors in
incentivizing and accelerating the corporate adoption and implementation of BVCM (Figure 4).

Figure 4: Toolbox for accelerating corporate adoption and implementation of BVCM

ENGAGE ENABLE INCENTIVIZE MANDATE MOBILIZE

Build buy-in and Enable Send market Mandate Build
educate a range companies to signals to companies to momentum to
of stakeholders on invest in and incentivize invest in and mobilize and
why corporate deliver BVCM companies to deliver BVCM or accelerate
investment into through tools invest in and to report on adoption and
BVCM is needed, and creating deliver BVCM BVCM activities implementa-
how it benefits mechanisms for and investments tion of BVCM
them and provide deployment
guidance on best

practice
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RELEVANT ACTORS ACROSS THE ECOSYSTEM

This toolbox can be applied by a range of actors to create a network of influence that encourages companies
to deliver BVCM. The table below describes different activities that could be implemented by different actors

towards this aim.

Figure 5. Actors that have a role in incentivizing companies to deliver BVCM

o Policymakers o Employees

o Investors o Consumers

o Advocacy NGOs o Research and academia

o Industry associations o Voluntary standards/ frameworks

o Media O Multilateral organizations

o Citizens o0 Business-to-business (B2B) customers

ACTIONS FOR POLICYMAKERS

o

ENGAGE

Establish networks for knowledge exchange and fund knowledge brokers to connect different
stakeholders such as policymakers, researchers, practitioners, businesses and financial institutions
to share and exchange knowledge on BVCM, including on the benefits to different stakeholders.

Establish and/or fund public awareness campaigns on the need for companies to deliver BVCM and
the benefits for citizens and consumers. Public awareness campaigns are widely used in healthcare
to provide the public with information to promote healthy living.

Use futures thinking tools such as visioning, foresighting, roadmapping and scenarios to create a set
of common aims and objectives for accelerating corporate implementation of BVCM and to describe
what the future will be like if BVCM adoption is scaled, and to establish an associated BVCM
acceleration strategy.

ENABLE o

O Provide training, best-practice guidelines and toolkits to support companies to deliver BVCM.

Provide government-backed loans to support BVCM investment.

O Establish public—private partnerships and blended finance mechanisms for BVCM.

INCENTIVIZE o

O Establish public procurement preferences for companies investing in BVCM.

Provide tax benefits for companies investing in BVCM.

O Implement or signal the potential for future carbon taxing policy (or rising carbon taxes over time).

MANDATE o

Introduce regulations that would require companies (possibly in certain sectors) to deliver a given
volume of BVCM.

Develop governance mechanisms, standards and claims regulation to ensure integrity and to level
the playing field to reduce the risk of greenwashing associated with BVCM.

Implement disclosure requirements that include BVCM.
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ACTIONS FOR POLICYMAKERS

O Establish and/or endorse coalitions of leading companies that are deploying BVCM.

O Develop and disclose leaderboards of companies based on their delivery of BVCM.
ACTIONS FOR FINANCIAL INSTITUTIONS

Engage in dialogue with portfolio companies to make the business case for BVCM in the context of
holistic climate transition planning.

O File shareholder proposals recommending that portfolio companies deliver BVCM and disclose on
activities and investments.

O Consider BVCM in the context of investment screening.

O Educate policymakers on BVCM, e.g. facilitating implementation and evaluation of policies; initiating
policy discussions to address gaps in regulatory frameworks.

MOBILIZE
O Insurance companies could commission, conduct and publish research on climate-related risks and

ENGAGE
the role of BVCM in managing risk.

O Establish BVCM investment funds.
ENABLE O Endorse and support the development of mature MRV frameworks for different BYCM investment types.
O Insurance companies could adjust risk premiums for companies demonstrably managing
climate-related risks through BVCM.
O Signal investment preferences for companies managing transition risk through BVCM.
INCENTIVIZE } . , : . ,
O Divest (either fully or partially) from companies failing to take action on BVCM.
O Screen investments based on the company’s delivery of BVCM (possibly with minimum levels of
MANDATE : ) . .
investment calibrated based on profit per tCO,e emissions).
O Demonstrate leadership by delivering BVCM.
MOBILIZE O Build investor coalitions to raise the voice of the investor community collectively on BVCM and/or
integrate BVCM as a topic of engagement into existing investor coalitions.

ACTIONS FOR ADVOCACY NGOS

O Develop materials and engage with a wide range of stakeholders to raise awareness as to the
benefits of BVCM.

Advocate for an enabling policy environment to accelerate BVCM adoption, including an exploration
of the role of tax incentives and public procurement preferences.

ENABLE O Endorse and/or support the development of best practice guidance on BVCM.

NCENTIV R O Run campaigns highlighting the need for laggard companies to raise the bar on ambition.
O Highlight and champion leading companies delivering BVCM.
MANDATE o N/A
MOBILIZE O Run mobilization campaigns encouraging businesses to take action on BVCM.

ENGAGE
o
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ACTIONS FOR INDUSTRY ASSOCIATIONS

o Commission research and engage with corporate members to highlight sector-specific benefits and
ENGAGE opportunities linked to BVCM.

o Engage with policymakers on BVCM on behalf of corporations.

O Support the development of sector-specific guidance on BVCM and encourage companies to

ENABLE deliver BVCM.

INCENTIVIZE O Provide membership benefits contingent on companies delivering BVCM.

MANDATE O Establish minimum standards on BVCM for member companies.

MOBILIZE O Run mobilization campaigns encouraging members and the broader industry as to the benefits of BVCM.

ACTIONS FOR MEDIA

ENGAGE O Create public awareness campaigns to highlight the benefits of BVCM.

ENABLE O Highlight best practice guidance on BVCM to reduce risk of low-integrity approaches.

INCENTIVIZE O Media coverage praising and promoting companies delivering on BVCM.

MANDATE O Screen funders (via advertisements and sponsorship) based on BVCM.

MOBILIZE O Participate in and support mobilization campaigns encouraging businesses to take action on BVCM.

ACTIONS FOR CITIZENS, CONSUMERS AND EMPLOYEES

O As citizens, be vocal (e.g., via social media) in raising awareness of BVCM and praising companies

delivering BVCM and naming those who are not.

ENlEieE O As consumers, signal appetite for companies to deliver BVCM through purchasing decisions.

O As employees, signal appetite for employers to deliver BVCM through employment preferences.

O Give public support to companies delivering BVCM.
ENABLE O As employees, encourage employers to include a matching donation strategy for BVCM.
O Exercise consumer choice in favor of companies delivering BVCM to send demand-signals.

O Use social media to praise companies delivering BVCM and name those who are not.
INCENTIVIZE O As consumers, demonstrate willingness to opt for higher priced goods that support BVCM.
O As employees, advocate for corporate support of BVCM.

O As consumers and employees, boycott companies failing to deliver on BVCM.

MANDATE O As employees, call for performance benefits to be linked to BVCM.

O As citizens, initiative grassroots campaigns to demand companies support societal efforts to reach
net-zero.

O Use social media to mobilize other consumers in favor of companies delivering BVCM.

MOBILIZE 0O Human resources (HR) teams within companies can collect data on how companies’ BVCM
investments are attracting and retaining talent to support internal case making.
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ENGAGE o

ACTIONS FOR RESEARCHERS AND ACADEMICS

Conduct impartial primary research on the impacts of climate change and biodiversity loss to
continue to make the scientific case for BVCM.

Conduct impartial research on effective governance mechanisms to ensure BVCM-related climate
claims enhance global mitigation outcomes.

Conduct impartial research on the effectiveness of different BVCM funding mechanisms (including
but not limited to carbon credits) and methodologies for quantifying the climate impact of BVCM
funding and provide recommendations on best practice.

Conduct consumer market research to identify how BVCM can increase brand value and market share.
Identify and propose regulatory solutions including the design of tax incentives to promote BVCM.

ENABLE o

Develop monitoring and mapping tools to identify areas of high investment impact potential.

INCENTIVIZE o

Through research, highlight high-impact and high-integrity BVCM approaches.

MANDATE o

N/A

MOBILIZE

o O o (o]

O Assess and publish evidence of BVCM results, e.g., through impartial research on the cost benefit

analysis of BVCM investments and activities.

ACTIONS FOR VOLUNTARY STANDARD SETTERS AND FRAMEWORK DEVELOPERS

(o]
ENGAGE (o)

Advise policymakers to ensure the enabling conditions are right for BYCM.

Through public consultation and standard development, articulate the need for companies to deliver
BVCM and the benefits of doing so.

o

ENABLE

Provide detailed guidance and standards on how companies should deliver high impact and high
integrity BVCM.

Develop monitoring, reporting and verification (MRV) and accounting guidance for BVCM.
Establish BVCM pilots to demonstrate best practice and to build knowledge.

INCENTIVIZE

Provide recognition for companies delivering BVCM, e.g., through higher ambition tiers and/or by
defining and validating high-integrity BVCM claims.

Disclose information on whether or not companies are delivering BVCM and their differing levels of
ambition and impact.

MANDATE o

Include a minimum level of BVCM as a requirement in corporate climate standards.

MOBILIZE

LLaunch mobilization campaigns to encourage adoption of BVCM. The Business Ambition for 1.5°C
campaign was an urgent call to action from a global coalition of UN agencies, business and industry
leaders for companies to adopt science-based targets and a similar approach could be taken with
BVCM.

Collaborate and coordinate to ensure a clear and coherent standards ecosystem which mobilizes
action.
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ACTIONS FOR MULTILATERAL ORGANIZATIONS

O Establish networks for knowledge exchange and fund knowledge brokers to connect different
stakeholders such as policymakers, researchers, practitioners, businesses and financial institutions
to share and exchange knowledge on BVCM, including on the benefits to different stakeholders.

O Establish and/or fund public awareness campaigns on the need for companies to deliver BVCM and
the benefits for citizens and consumers. Public awareness campaigns are widely used in healthcare
to provide the public with information to promote healthy living.

O Use futures thinking tools such as visioning, foresighting, roadmapping and scenarios to create a set
of common aims and objectives for accelerating corporate implementation of BVCM and to describe
what the future will be like if BVCM adoption is scaled, and to establish an associated BVCM
acceleration strategy.

ENGAGE

Provide training, best-practice guidelines and toolkits to support companies to deliver BVCM.
ENABLE Provide multilateral organization-backed loans to support BVCM investment.

Establish public—private partnerships and blended finance mechanisms for BVCM.

Multilateral organization procurement preferences for companies investing in BVCM.

O o0(O0O OO

INCENTIVIZE Implement or signal the potential for future carbon taxing policy (or rising carbon taxes over time)

across members of the multilateral organization.

o

Introduce multilateral organization membership criteria that would require companies (possibly in

certain sectors) to deliver a given volume of BVCM.

O Develop governance mechanisms, standards and claims regulation to ensure integrity and to level
the playing field to reduce the risk of greenwashing associated with BVCM.

O Introduce disclosure requirements of multilateral organization members to require companies to

report on BVCM.

MANDATE

O Establish and/or endorse coalitions of leading companies that are deploying BVCM.
O Develop and disclose leaderboards of companies based on their delivery of BVCM.

MOBILIZE

ACTIONS FOR BUSINESS-TO-BUSINESS CUSTOMERS

O Include BVCM in the company supplier engagement strategy to exchange knowledge on BVCM,
ENGAGE including on the benefits for businesses.

O Identify shared physical risks in supply chains that can be addressed through supplier/customer BVCM.

O Establish platforms for value chain partners to invest in BVCM (e.g. Mastercard Priceless Planet,

SNAETE Stripe “Climate Orders”).

Prioritize/incentivize bids from suppliers investing in BVCM.
Implement a carbon fee as a percentage of contract value for suppliers not investing in BVCM.

INCENTIVIZE

MANDATE Mandate suppliers to deliver BVCM.

0|0 |O O

Support pre-competitive business platforms. For example, the LEAF Coalition brings together forest
governments, the private sector, donor governments, Indigenous Peoples and local communities
and civil society to raise and deploy the finance needed to tackle deforestation. Another example

is Frontier, an advanced market commitment that aims to accelerate the development of carbon
removal technologies by guaranteeing future demand for them.

O Demonstrate leadership by delivering BVCM.

MOBILIZE
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CONCLUSION

A wide range of actors have a role in achieving the vision of
accelerating a critical mass of companies to go beyond science-based
targets to also fund and deliver BVCM. This research report sought to
highlight the ecosystem of actors and the diversity of actions that could
play a role in unlocking corporate investment into BVCM.

The success of the various and diverse suggestions listed above depend on the ease of implementation. Often the
actions most likely to be effective are the most difficult to implement. For example, if policymakers were to introduce
regulations that would require companies to deliver BVCM, this could be a highly effective motivator. However,
given few governments require companies to reduce their own emissions in line with net-zero goals, it is unlikely
that government-mandated BVCM would become widespread in the near-term. Interventions could therefore be
sequenced so that achieving interim results would be relatively easier to implement and create enabling conditions
for interventions that are more long term, impactful and sustainable. For example, NGO-led mobilization campaigns
can work to accelerate BVCM voluntary adoption by a small group of leading companies which can pave the way
for the ratcheting of voluntary and/or regulatory minimum standards applied to a larger number of companies.

Given the BVCM public consultation results highlighted fear of greenwashing accusation and a lack of credible
claims as the most significant barriers preventing companies from funding BVCM, activities that address these
barriers are a top priority, including (but not limited to):

o Policymakers, voluntary standard setters and industry associations could provide training, best-practice
guidelines, minimum and progressive standard requirements and toolkits to support companies to
progressively and responsibly deliver BVCM. As noted in this report, there is recent progress on this
front with the release of the SBTi's "Above and Beyond" report on BVCM and the VCMI Claims Code of
Practice (as two illustrative examples).

o The media and advocacy or watchdog NGOs can then track and highlight best practices made by
companies that adopt these measures to reduce risk of low-integrity implementation of BVCM.

o Policymakers and multilateral organizations could develop governance mechanisms, standards and
claims regulation to ensure integrity and to level the playing field to reduce the risk of greenwashing
associated with BVCM.

o Voluntary standard setters could develop performance and/or impact standards to audit, monitor, and
report on conformity to requirements, including the verifications of achievements made at entry and
progressive levels and enable a way to recognize companies delivering on BVCM, e.g., through higher
ambition tiers and/or by defining and validating high-integrity BVCM claims.
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Tax incentives were ranked as the most significant potential incentive mechanism in the BVCM public
consultation and the corporate engagement survey highlighted customer demand as the most significant factor
in incentivizing companies to start purchasing and retiring carbon credits. Priority actions could therefore
include the following:

o Researchers and academics could propose regulatory solutions including the design of tax incentives to
promote BVCM.

o Policymakers could provide tax benefits for companies investing in BYCM and implement or signal the
potential for future carbon taxing policy (or rising carbon taxes over time).

o Consumers could signal appetite for companies to deliver BVCM through purchasing decisions.
Companies can also signal appetite for their suppliers to deliver BYCM through purchasing decisions
and supplier engagement.

o Advocacy and media organizations could create consumer-facing public awareness campaigns to
highlight the benefits of BVCM and to praise and promote companies delivering on BVCM.

The intention of this research is to provide suggestions for a wide range of actors as they develop strategies to
accelerate corporate adoption of high-integrity and high-impact BVCM. No one actor, nor any one action, will be
sufficient to create a norm around BVCM. Every actor has a role in building a network of influence over time that
encourages greater climate action by the corporate sector.

Image Source: Ashden / Ashden
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