RICARDO

What are Scope 3 carbon emissions
and why do they matter?

11 May 2022




Benefits of Today’'s Session

Understanding a complex landscape

Sustainability credentials

Risk avoidance

Competitive advantage




RICARDO

Introduction

What are Scope 3 emissions?

AGENDA Why Scope 3 matters and what are the benefits?

How do you get started with Scope 3?

Taking action and monitoring progress

Next steps

Questions and Answers



RICARDO

Sam Williams

PRESENTERS Charles Gaisford

Dan Crowe




Introduction

" ‘ . . AN “J‘;/. .," 7:.,
WASTE & RESOURCE
| SUSTAINABILITY WATER MANAGEMENT



What are Scope 3 emissions?

Based on GHG Protocol
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Why does Scope 3 matter for the food and drink sector?

* Size: Total Scope 3 emissions typically 80%+ of a Typical corporate emissions breakdown:
company’s carbon footprint.

Scope 1, 4%

* Food sector specific: Agriculture & food system ~26%
of global GHG emissions* — that is your Scope 3

» Ability to influence: Scope 3 will always be someone
else’s Scope 1 and 2, but you still have influence over it

* Drivers: The case to quantify and tackle your Scope 3
emissions continues to grow Scope 3, 85%

Source: CDP

* Our World in Data https://ourworldindata.org/food-ghg-emissions



https://ourworldindata.org/food-ghg-emissions

Why tackle Scope 3?7

Demonstrate leadership Reputational benefits, support global Net Zero targets

Understand your exposure to carbon intensive stages

Risk management
\ome/ J in supply chain

0=

=1 _ _
Access to capital Improve your investment profile & ESG scores

Legislation/regulation changes Expansion of SECR, Science Based Targets

Help suppliers manage costs and support customers to
report & cut their own Scope 3

Supplier and customer engagement




What is challenging about Scope 3 for the food and drink sector?

Data availability Accurately quantifying emissions from supply chain is complex

Resource and competing It is a strategic task that may take longer to deliver results than
priorities other investments

Complex value chains Emissions lie throughout the supply chain, over which you may not
have control and visibility

Stakeholder engagement across external businesses is time
consuming to establish

Supplier engagement




Scope 3 reporting Is an ongoing process

Scope 1

 Start with a Screening Inventory to confirm 12- End of life of sold products Scope 2

which are applicable and quantify them

* Decide which sources to continue to monitor
and mitigate in future

11 - Use of sold products

10 - Processing of sold products

» Consider which emissions sources
« Are material to your business

8 - Upst I d t
pstream feased assets 1 - Purchased goods and

services

* Are of interest to stakeholders 7 - Employee commuting
» Offer emissions and cost savi Nngs 6 - Business travel
pOtentI al 5 - Waste generated in operations

4 - Third party upstream transportation
3 - Fuel and energy-related activities

2 - Capital goods



Data is vital but methodology is flexible

* E.g. For Purchased Goods & Services:

1. Spend based data
Amount spent

3. Hybrid method
Combination of average & value
chain specific data
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4. Value chain specific

Supplier emissions data

Utilise Lifecycle Assessments (LCA)
where available in your Scope 3
Inventory

Offer Lifecycle Assessments of your
product & your own Scope 1+2 data to
customers to support their Scope 3



Purchased goods and services dominates most Scope 3 Inventories

Manufacturing inputs are typically the largest share of
purchased goods emissions

Indirect spend is often small
« But often larger for service-sector business

Capital Goods (Cat. 2) can be substantial during times of plant
acquisition and construction

Transport, waste and business travel may be significant but they
are reported in separate categories

Dairy prod.

12%

Vegetables
9%

Cereals
7%

Other ingredients
4%

Packaging
\ 5%
Engineering
services
3%

Other professional
services
2%

Maintenance &

Water cleaning
Consumables 104 1%

1%

Purchased Goods & Services emissions breakdown for a typical
food manufacturing site (Source: Ricardo)



Ingredient carbon intensity is key to the food sector

Purchased Goods & Services category will include
ingredients purchases

Carbon intensity driven by your ingredient mix

Red meat and dairy the highest emitters (and land
users)

Expanding offering of poultry and vegan based
products a route to Scope 3 reductions

Greenhouse gas emissions per 100 grams of protein Lt
Greenhouse gas emissions are measured in kilograms of carbon dioxide equivalents (kgCO-weq) per 100 -
grams of protein. This means non-CO: greenhouse gases are included and weighted by their relative
warming impact.

& Add food

Beef (beef herd) 49839 kg
Lamb & Mutton
Prawns (farmed)
Beef (dairy herd)
Cheese

Milk

Pig Meat

Fish (farmed)
Poultry Meat
Eggs

Grains

Tofu (soybeans)
Groundnuts
Other Pulses
Peas

Muts | 0.26 kg

Oks 10 kg 20kg 30 kg 40 kg

Source: Poore, 1, & Memecek, T. (2018). Additional calculations by QurwWorld in Data.
CurworldInData.orgfenvironmental-impacts-of-food « CC BY



Scope 3 guidelines are available

Full corporate Scope 3 reporting is still a relatively new practice

Conversion factor databases, software tools and support industry

is rapidly developing

GREENHOUSE
GAS PROTOCOL

and Reporting Standard

Corporate Value Chain
(Scope 3) Accounting

SCIENCE
BASED
TARGETS

DRMING SMBITIDUS CORFORATE CLIMATE ACTION

Supplement to the GHG Protocol Corporate
Accounting and Reporting Standard

Greenhouse Gas Protocol the most widely used methodology

» Framework followed by schemes: CDP, Science Based Targets,

GRI, TCFD.
. {
Scope 3 Inventory essential for Science Based Targets, including @ &
Net Zero N

e kH

GREENHOUSE
GAS PROTOCOL

Technical Guidance
for Calculating
Scope 3 Emissions wesion 1.0

Supplement to the Corporate Value Chain (Scope 3)
Accounting & Reporting Standard

& whbesd



Polls

Understanding what is applicable to my business
Collecting data

Setting actionable targets

Supplier engagement

I've not yet started to address it

Customer requirement

Improve or maintain your ESG profile
Participate in reporting schemes e.g. CDP
Cost management in supply chain

Others

RICARDO



Taking action and monitoring progress

Ways to reduce Scope 3?
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Taking action and monitoring progress

Ways to reduce Scope 3?7
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Taking action and monitoring progress

Ways to reduce Scope 3?7
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Taking action and monitoring progress

Ways to reduce Scope 3?7
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Taking action and monitoring progress

Ways to reduce Scope 3?7
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Case Study: Reducing emissions on farm

Arable farming practices:

* 4 reduction scenarios
considered:

«  Altering nitrogen management
*  Expanding uncultivated margins
. Introducing silvopasture

* Increasing renewable energy
genqratlon .
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Case Study: Developing Scope 3 Inventory

Alcoholic beverages supplier:

-invironmental repomr N
support -

*  Carried out Scope 3 survey using
expenditure based methodology:

>959% of all emissions

Purchased goods & services circa 90% of
all Scope 3 emissions

Considering the products supplied:
20% to product
>75% to glass

Next steps . 4
C_# mo&:curate data
LCA assessments
Supplier engagement / survey‘




Case Study: A Tale of Two Soups

Soup lifecycle assessment
CA): tinned vs plastic
pack\gmg
Environmental impacts survey:
Producing carrot soup.
Manufacture of contali
Distribution & stor

Consumer tran
heating.

a?ds\c?m/news/a-

oups-

-cycle-
-




Case Study: A Tale of Two Soups

0.18

0.16

0.06

0.04

0.02

Global Warming Potential

Metal Plastc
Type of container

Emissions per serving (2009)

® Transport home

| Container

® Soup manufacture

= Retail

B Storing
Cooking

mCleaning

m'Waste disposal

Soup lifecycle assessment (LCA): tinned vs
plastic packaging
Consider:

. Packaging

. Manufacture

. Refrigeration

«  Transport

Savings potential

Based on 1 tonne soup per day (250t pa) and reducing emissions per
serving by 0.02kgCO,e:

Price of carbon: Paying £50 per 1tCO.e: could save >£3,000pa
Electricity use: Paying £0.15kWh: could save >£16,000pa



Next steps

3

Evaluate emissions

4

Develop decarbonisation
strategy

1

ldentify your drivers

 Size and significance:
|ldentify hotspots

« Corporate
» Stakeholders
« Compliance

* Prioritise list of
emissions sources

« Consider ability to

influence + Set targets & timings

» Develop action plan

* Determine priority
categories




How Ricardo can support you

Carbon reporting and strategy Compliance activities

(N .s}

Implementing energy and carbon projects o_0

ﬂ ﬂ management processes, technical improvement, process Product lifecycle SUStamable
improvement, decarbonising heat, renewable energy assessment packaging

o
i @ &/ &=
Circular economy Waste Transport

Social Value L
procurement & reuse management decarbonisation
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Questions?

Email: enquiry-ee@ricardo.com

Web: https://ee.ricardo.com/fdf
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