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INTRODUCING NETO

We aspire to be the global leader in climate management software industry. By building world-class
products, we help companies leave a climate-positive legacy whilst complying with regulations.

NetO is on a mission to help large businesses and governments transition to a climate-first economy.
We are developing the world’s most sophisticated carbon management platform that helps navigate
the journey towards sustainability and net-zero. Our technology is known for its Al-powered automation
capabillities, ease of use, and powerful emission reduction planning functionality.

Our core values revolve around the strong belief that only sustainable and responsible
development leads to planetary and human well-being. Thus, our software shall enable businesses
and governments make data-driven and responsible decisions for the sustainable growth.

By providing our customers with the state-of-the-art, accurate, and automated software products,
we are helping promote transparency in the entire climate industry, as well as avoid greenwashing.
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We strive to create technology tools that help living systems thrive. This includes
planet Earth, businesses, and people.

We value a conscious approach to leadership that is rooted in mutual respect between all stakeholders
and seeks a high level of awareness to have the best possible impact with the least amount of resources.

We value human and artificial intelligence, whereby the latter supports the former responsibly and ethically
to innovate for the greater good.

We value smart work systems that enable us to reduce the input of human, environmentail,
and financial resources and bring the best possible impact in the shortest time possible.

“At , we believe that addressing climate change is a critical priority for our planet. That's
why we've developed the Climate Action Platform, a collaborative initiative that enables
companies to come together and work towards reducing their carbon footprint. Our goal is
to provide teams with the necessary resources and tools they need to effectively implement
decarbonisation strategies and make a tangible impact on the environment. By fostering

a spirit of cooperation and shared responsibility, we can create a more sustainable future

for generations to come.”

Sofia Fominova
Co-founder of NetO

“I strongly believe that modern and upcoming technologies, such as Artificial
Intelligence, will play a big role in helping businesses and governments
decarbonise. From simplifying the data collection, to ensuring ultimate
calculation accuracy, today we are helping our clients dramatically improve
efficiency of their climate journey. Our roadmap is even more exciting:

predictive reduction planning, metaverse for supply chain, and a wide range of

connectors to physical ecosystem is yet to come in coming quarters. All our
technological innovations are aligned with our goal to simplify measurement,

reduction and disclosure of corporate carbon emissions.”

Dmitry Aksenov

Co-founder of NetO
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~J INTRODUCTION

Global pledges to achieve net zero emissions have sparked conversations about their efficacy
and influence. The vagueness of fundamental suppositions, the absence of openness, and the
iInadequate evaluation of the practicality of attaining the net zero declarations are a few
factors that contribute to the perception that many of these commitments lack significance.

A methodical approach is essential for the successful creation of net zero carbon plans, and it's
critical to identify the best strategies as well as any potential obstacles associated with
achieving net zero targets.

In this white paper, the following topics will be discussed:

The significance of realistic and effective goal setting in relation to net zero targets

The global objectives of net zero targets at various levels, including
governmental and corporate pledges

The methods for establishing net zero targets that yield tangible results

The key stakeholders who should be engaged to promote optimal outcomes

NetO endeavours to assist your organization in attaining net carbon neutrality and to provide
resources and guidance on effective and realistic target setting.
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1| THE SIGNIFICANCE OF REALISTIC
AND EFFECTIVE TARGET SETTING FOR
ACHIEVING NET ZERO EMISSIONS

3.1  WHAT IS NET ZERO?

Human activity, specifically our production patterns, has had a profound impact on the earth's
metabolic cycles by releasing more carbon into the atmosphere than is sequestered by natural sinks,
such as forests, grasslands, and soil. This has contributed significantly to global warming, with
projected increases in the planet's mean temperatures ranging from 2.2°C to 4.4°C by the end of the
century. These increases will have significant ramifications for all natural ecosystems, as well as for

our social and economic systems.

It is of paramount importance that we assume our global obligation towards achieving net zero
emissions with the utmost gravity and translate our commitments into well-conceived and
strategically executed actions across all economic spheres.

In this context, climate experts and other scientists emphasize the importance of maintaining both
social and environmental integrity.

Only if we take responsibility for the full scope of our climate impact and work and plan with nature,
we are dble to divert the ongoing trend and achieve a temperature increase of only 1.5°C compared
to pre-industrial levels'.

This means to:

Align carbon abatement strategies with climate science

Measure and reduce carbon emissions across dll 3 scopes

Prioritise carbon mitigation within organizational operations over external,

technology-dependent carbon removal and offset initiatives.

' Liy, L, Pang, R, Sun, Y., Wu, X, Qu, Y., Gao, L, Wang, J., Zhang, Y., Adachi, K,, Gy, F., Zhang, G., Zhang, Y., Horowitz, H. M., Fan, S, Zhang, Y.,

Streets, D. G, Colarco, P. R, Kim, D., Chen, L, Zhang, Q., He, K. & Bond, T. C., 2021. Global and regional emissions estimates of 1,2,4-
trimethylbenzene. Nature Climate Change, 11, pp.559-565.
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Carbon abatement strategies alignment with climate science

“Business leaders need a robust, science-based framework for setting Net Zero targets
... otherwise, they risk continuing to invest in business models that are inconsistent with
the goals of the Paris Agreement.”

Science Based Targets Initiative (SBTi)

The Science Based Targets initiative (SBTi) provides guidance and support to companies in the
development of net zero targets that are grounded in a robust scientific evaluation of global and
sectoral greenhouse gas emissions reduction requirements. The implementation of science-based
targets is crucial for ensuring data accuracy and the credibility of carbon neutrality claims. To date,
over 3000 companies and financial institutions have partnered with the SBTI, with approximately half
having successfully integrated approved science-based targets into their net zero strategies (SBTi
Target Dashboard, 2022)>

In accordance with current climate science, the objective of achieving net zero emissions should be
established no later than 2050. The Science Based Targets initiative strongly advocates for the
implementation of even earlier targets.

“A company is only considered to have reached Net Zero when it has achieved its
long-term science-based target.”

Science Based Targets Initiative (SBTi)

* Science Based Targets, n.d. Companies Taking Action. Science Based Targets.
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Example of Science-Based Target Setting:

“Gestamp S.A. commits to reduce absolute scope 1 and 2 GHG emissions 30% by
2030 from a 2018 base year. Gestamp S.A. also commits to reduce absolute scope
3 GHG emissions from purchased goods and services and fuel and energy related
activities by 22% by 2030 from a 2018 base year”

Gestamp, automotive engineering company?®
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Measurement and mitigation of carbon emissions across all three scopes

Attainment of a reputable net zero status can only be achieved through the comprehensive
measurement and mitigation of a company's carbon footprint across all three emissions scopes.

* Gestamp, 2021. Science Based Targets Initiative. Gestamp.
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The Greenhouse Gas Protocol (GHGP) has classified greenhouse gas emissions into three
distinct categories, known as scopes, in order to establish a standard methodology for
quantifying and reporting carbon emissions:

Emissions directly emanating from sources owned or controlled by the reporting organization.

Indirect emissions resulting from the generation of purchased electricity, steam, heating,
and cooling consumed by the reporting organization.

Indirect emissions that occur within the value chain of the reporting organization, including
upstream and downstream activities. These emissions may be considered as the Scope 1
and 2 emissions of other organizations and often comprise a significant proportion of an
organization's total greenhouse gas emissions.
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According to a study by the European Corporate Governance Institute (ECGI), outsourcing carbon
emissions to foreign suppliers has become a prevalent business strategy among US firms as
governmental pressure for domestic emissions reduction increadses. This approach presents an
attractive opportunity for companies to circumvent pollution abatement and innovation in green
technology”

However, while this approach may seem attractive as a means of circumventing pollution abatement
and innovation in green technology, it is important to note that it does not address the underlying
Issue and may ultimately have negative consequences for the success of the company.

A case analysis of inadequate net zero pledging:
an examination of Procter and Gamble's approach

Procter and Gamble declared its ambition to reduce annual emissions by 50% by 2030.
According to Joshua Axelrod of the Natural Resources Defense Council, a non-governmental
organization focused on environmental issues, Procter and Gamble's commitment to
reducing emissions is ‘fairly progressive on paper,” however, it is important to consider

the nuances as the commitment only pertains to Scope 1 and Scope 2 emissions.

In September 2019, the Natural Resources Defense Councill (NRDC) and Stand.earth
conducted an extensive analysis, which revealed that when Scope 3 emissions are taken
into account, the target established by Procter and Gamble (P&G) for reducing greenhouse
gas (GHG) emissions represents a mere 2% of the company's total GHG emissions, which
amount to approximately 215 million metric tonnes per year-.

“Reducing this small sliver by 50% will only lead to an absolute reduction in the corporation’s
climate footprint of 1%.””

Furthermore, the National Resources Defense Council (NRDC) and Stand.earth have
expressed their criticism towards Procter and Gamble for offsetting 30 million tonnes

of CO2 emissions through conservation projects in the Philippines, Brazil, and Californiq,
despite the company's continued utilization of climate-critical boreal forest fiber for its
disposable tissue products.

In October, Procter and Gamble encountered a resolution supported by BlackRock, the
global leading asset manager, which called for the company to publicly reveal information
regarding the potential risks of deforestation in its procurement of tissue paper and palm
oil, and to conform its reports to the standards established by the Sustainability Accounting
Standards Board (SASB) and the Task Force on Climate-related Financial Disclosures
(TCFD).

* Huang, Z, Liy, Y., Chen, H., & Zhao, X., 2021. The Impact of Science-Based Target Initiative on Corporate Carbon Emissions. SSRN.
® Natural Resources Defense Council (NRDC), 2019. Issue with Tissue: How Americans are Flushing Forests Down the Toilet. [ pdf]

° Axelrod, J., Corporate Honesty and Climate Change: Time to Own and Act, NRDC.
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As a result of the need for adaptability, Procter and Gamble (P&G) implemented a strategic
shift in their corporate sustainability efforts. In September 2021, the company publicly
announced the implementation of a science-based approach to minimize their carbon
footprint, taking into consideration scope 3 emissions.

(. Prioritising carbon mitigation in operations

As outlined by the Paris Agreement and the findings of the United Nations
International Panel on Climate Change (IPCC), achieving a net zero economy
requires a dual approach, comprising of:

@ The iImplementation of active carbon removal and investment in clean
and sustainable infrastructure through offsetting projects.

¢ Large-scale, effective reduction of carbon emissions.

The fact that carbon stays in the atmosphere for an extended period of time makes it more important
than ever to address the effects of industrialization. Although investing in green initiatives and
reducing carbon debt can be key steps to attain global carbon neutrality, it is not enough if
companies continue producing their current level of emissions.

In order to adequately tackle this problem, it's necessary to fundamentally reorganize our economy
with a focus on effective reduction strategies, use caution when employing carbon dioxide removal
techniques, and properly regulate carbon offsets. Furthermore, we need to adopt collective net-
positive production methods to ensure a positive net value.
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For companies to truly make an impact in taking on climate responsibility, they must possess @
comprehensive comprehension of the necessity for urgency, precision, transparency, and dedication.

3.2 TARGET SETTING WITH INTEGRITY

Setting targets is a crucial step in any carbon reduction plan. It helps to define a clear path towards
achieving environmental sustainability. However, targets must be set with integrity to ensure they are
achievable, transparent, and based on reliable data.

In summary, realistic and effective target setting is a critical component of any carbon reduction plan.
Failure to do so can have far-reaching consequences that may impact the company's reputation,
financial standing, and overall operational viability. Specifically:

’ McKinsey & Company (2021) Climate math: What a 1.5-degree pathway would take.


https://www.mckinsey.com/~/media/mckinsey/business%20functions/sustainability/our%20insights/climate%20math%20what%20a%201%20point%205%20degree%20pathway%20would%20take/climate-math-what-a-1-point-5-degree-pathway-would-take-final.pdf

Meaningful impact: To create a genuine impact on the environment, natural ecosystems,
society, and the economy, aligning the company's carbon reduction plan with climate science
and considering the full scope of emissions is essential.

Maintaining credibility: Full transparency and deep reduction efforts are essential to maintaining
credibility. A lack of credibility can result in a loss of trust from stakeholders (customers,
employees, investors, etc.) and allegations of greenwashing.

Increased investor confidence: Carbon reduction plans that signal strong governance and well-
grounded strategies instill confidence in investors, leading to increased investor confidence.

Future risk management: Setting targets now can ensure resilience to future emissions-related
regulations, reducing future risks.

Cost savings: Delivering on net-zero targets can lead to considerable savings through supply
chain efficiencies, reducing costs, time, and resources.

Innovation and competitive edge: Restructuring supply chains can lead to new methods and
iInputs that put companies forward as a climate-smart supplier, giving them a competitive edge
over outdated business models and driving innovation.

Motivation: Realistic goals maximize time and resources, increase confidence, and boost
motivation to take bolder steps in carbon reduction efforts.

Employee Engagement: Walking the talk can instill a sense of pride and purpose in the entire
organization, increasing employee engagement, higher performmance, and commitment.

As evidenced by P&G's experience, effective climate managementis

a continuous journey that requires ongoing learning. However,
organizations can mitigate reputational risk, avoid common project
management pitfalls, and maximize the impact of their carbon reduction
efforts by following these guidelines:

Utilize the experiences of others to learn from past mistakes and successes.

Thoroughly educate yourself on governmental requirements, existing guidelines,
and industry best practices.

Conduct a comprehensive assessment of your company's climate impact within
Its unique. business ecosystem, taking into account all stakeholders and sectors.

Evaluate the practicality and feasibility of achieving desired carbon reduction
targets, as discussed further in chapter 4.

Seek support throughout this journey to ensure successful implementation.

Recommended reading:
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COMPARING STRATEGIES FOR NET ZERO
TARGETS ACROSS GLOBAL, GOVERNMENTAL,
REGIONAL, AND CORPORATE LEVELS

Leaders at all levels, whether they are governing a country, region, city, or company, understand
the importance of setting realistic and effective targets. Governments on a national, regional,

and municipal level need to recognize the power they hold as role models in tackling the collective
challenge of climate change.

Setting ambitious net zero targets without a well-assessed and robust plan in place is not helpful. This
rush to meet targets may not have any significant impact, and a weak or ambiguous governmental
reduction plan can result in a severe loss of trust among the community and private sector leaders.

Executives are more motivated to take action when they see that their corporate efforts align with
a cross-sectoral, well-thought-out plan that contributes to long-lasting change. It is crucial for
leaders to have a clear and achievable plan that inspires and motivates action at all levels.

ACHIEVING GLOBAL NET ZERO TARGETS

Net zero emissions is a collective goal set following the Paris Agreement, a legally binding treaty on
climate change that was adopted by 196 Parties at COP 21 in Paris in 2015. The objective is to limit
global warming to a maximum of 2°C, preferably 1.5°C, compared to pre-industrial levels.

According to the IPCC, to remain consistent with the 1.5C target, net zero CO2 is necessary by 2050.
Although and the GHG Protocol agree that carbon reductions and offsetting
projects play a role in mitigating climate change, the focus must be on prioritizing deep reduction
efforts.

To achieve net zero emissions globally, a transformation is required across all sectors, from
governmental to corporate levels. To facilitate this transformation, the

developed and launched campaign. The
campaign provides a set of sectoral visions and comprehensive roadmayps to achieve the necessary
iImpacts for the transition. Collaboration among cities, regions, and private sector leaders is crucial,
and all parties must commit their skills and resources to achieve these breakthroughs.

Recommended reading:
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To effectively address global climate change, it is crucial to allocate all available resources to
accelerate the transition as quickly as possible, including financial resources. Reorienting investments
and finances towards achieving net zero emissions will remain a key focus in all upcoming COP climate
change conferences and the Race to Zero.

Mark Carney, the UN Special Envoy for Climate and Finance and former Governor of the Bank of England,
explained the significance of transition plans for net zero targets. As a finance advisor to the UK Prime
Minister for the United Nations climate summit in 2021 (COP26), he stated,

‘"The transition to net zero is creating the greatest commercial opportunity of our time. Net zero targets
must be underpinned by transition plans so that investors can assess which companies will seize the
opportunities in the transition and which will cease to exist. The priority of the COP26 Private Finance
work is to support investors in assessing the credibility of company transition plans, measuring how
their own portfolios are aligned to net zero, and disclosing the alignment of investment portfolios.”

To guide investors in their decarbonisation journey, different initiatives have developed manuals with
frameworks to follow.

Target setting guidelines for investors:
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4.2 NATIONAL GOVERNMENTS COMMITMENT TO NET ZERO TARGETS

Governments play a crucial role in leading the implementation of Paris-aligned action.
To achieve the global target of net zero emissions, over 130 countries have either

proposed or are discussing net zero targets, with 55 countries setting a nationwide net

zero target in a policy document. Of these, 17 countries have made their targets legally
binding?

The United Kingdom was the first large economy to enact a net-zero legislation in 2019, aiming to
reach carbon neutrality by 2050. The European Union followed with a bloc-wide net-zero target

for 2050 in its European Green Deal. In August 2022, the United States Senate passed the Climate BIll,
which has the potential to reduce the nation's carbon emissions by 40% (read Inflation Reduction Act?).
Once approved by the House, this legislation is expected to pave the way for net zero emissions by
2050. Chinag, the world's largest emitter, and Russiq, the third-largest producer of oil worldwide, have
both announced their goal to become carbon-neutral by 2060. India, one of the most populated and
climate-vulnerable countries, aims to achieve net zero emissions by 2070.

Given that Ching, the United States, Indig, Russia, and Japan are the top five carbon-emitting
countries, it is crucial for them to have robust carbon reduction plans to meet the global target.
As of now, only Bhutan, Suriname, and Panama absorb more greenhouse gases than they emit.

Percentage of Carbon Dioxide Emissions by Country

Russia (6.3%)

Japan (3.8%
pan ( ) China (35.4%)

A

Rest of World (26.6%) India (8.9%)

United States (19%)
@ NetO www.net0.com

8 ZeroTracker (2022). (n.d.). ZeroTracker.

° Inflation Reduction Act (2022) 'Summary of the Energy Security and Climate Change Investments
in the Inflation Reduction Act of 2022’
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Given the urgency of achieving global net zero CO2 and GHG emissions by 2050 and 2070, respectively,
it is imperative to evaluate the effectiveness of national net zero targets and corresponding carbon
reduction plans.

To assess the features, resemblances, and distinctions between the objectives of bl nations plus the EU
(approved in law or presented as legislation/policy documents), the OECD conducted an exhaustive
examination. The results of the study can be found in the OECD paper titled

This paper delves deeper into countries experiences with converting net-
zero targets into short-term plans and includes an analysis of four case studies that illustrate how
countries create and implement various paths to reach net-zero®.

(CAT) is a partnership between_ and
. They have developed a blueprint consisting of ten key elements of good practice that
governments should consider to ensure transparent, comprehensive, and robust net zero targets.
Another co-initiative from the NewClimate Institute, in collaboration with the University of Oxford, is the
(NZT). Similar to the CAT, the NZT uses key target criteria to analyze the quality of net
zero targets. Additionally, it provides the most up-to-date data on the development of net zero targets
worldwide at the country, region, and city level.

CAT | Ten key elements of good practice net zero target setting:

Target year: Governments should clearly communicate the target year or a short period for
achieving net zero emissions..

Legal status: Net zero targets should be legally enshrined in national law for accountability and to
ensure continuity across different governments.

Emissions coverage: Net zero targets should cover all greenhouse gases, sources, and economic
sectors to avoid any loopholes or gaps in emissions reduction.

International aviation and shipping: Net zero targets must include international aviation and
shipping emissions to avoid shifting emissions from domestic to international sources.

Role of carbon dioxide removal: The role of carbon dioxide removal should be clearly defined
and accounted for in net zero targets to avoid over-reliance on unproven technologies.

Separate reduction and removal targets: Clear sub-targets for emission reductions and
removals increase transparency and accountability and make it easier to track progress towards
net zero.

Reductions or removals outside own borders: The most transparent net zero targets state that
the country will reach net zero emissions within its own borders, but should also account for
emissions outside their borders to avoid exporting emissions.

Review process: A legally binding, regular review and revision process of the target and progress
against it ensures accountability and transparency.

Y Jeudy-Hugo, S. et al. (2021). Understanding Countries' Net-Zero Emissions Targets. Organisation for Economic Co-operation
and Development (OECD).
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Comprehensive planning: A comprehensive planning process with actionable short and
medium-term measures increadses the likelihood of achieving net zero emissions and avoids
delays or inconsistencies.

Fairness: The fairness of the target should be clearly communicated to avoid any perception of
unfairness or inequity in the implementation of net zero policies.

Please note that the CAT Net Zero Methodology is specifically designed for national net-zero targets
and may not be applicable for evaluating net-zero targets set by subnational and non-state actors.

However, a more nuanced assessment at any level (national, regional, city, or compony) will be
essential in helping decision-makers design and improve their carbon reduction plans.

REGIONAL AND CITY LEVEL

According to UN Habitat, cities occupy less than 3% of the Earth’'s surface but consume 78% of the
world's energy resources”. Furthermore, they account for over two-thirds of global greenhouse gas
emissions, with transportation and construction being major contributors.

A report by the IPCC emphasizes the crucial need for a comprehensive transformation of systems in
areas such as energy, land use, urban and infrastructure, and industry, to limit global warming to 1.5°C"
Conseqguently, regions and cities face immense pressure to develop pathways that alig<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>