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Introduction
On January 1st, 2016, a new criterion was added to the ethical guidelines of the Norwegian Government
Pension Fund Global (The Fund). This criterion was soon to be known as the Climate Criterion, and it
enabled the exclusion of companies from the Fund if their actions lead to unacceptable levels of
greenhouse gas emissions.
One year on, the Council of Ethics has still not used the Climate Criterion to make any recommendations
of exclusion or observation of any companies. This report presents some suggestions on how the Climate
Criterion can be applied, and also some suggestions of companies that the Council of Ethics could consider
for exclusion from the Fund. This report aims to contribute constructively to the Council of Ethics' work
and to the discussion of the Fund's investments.

Background: The Climate Criterion
In 2014, the Expert Group on Coal and Petroleum Investments in the Government Pension Fund Global
(the Skancke Committee1) presented a report where one of the recommendations for the management of
the Fund was to include a new criterion in the Fund’s guidelines for exclusion and observation: A criterion
regarding activities with damaging impact on the climate. This criterion was included in the Guidelines
with effect from January 1st, 2016, and it reads as follows:
“Companies may be put under observation or be excluded if there is an unacceptable risk that the company
contributes to or is responsible for
[…]
4. acts or omissions that on an aggregate company level lead to unacceptable greenhouse gas emissions. 2”
The report from the Skancke Committee proposes that the interpretation and application of the criterion
should be left to the Council on Ethics. However, the Committee suggests that the Council considers a set
of elements in the process of developing criteria for observation and exclusion. 3 Among the suggestions,
we can find the report recommending that the Council focuses on the worst forms of conduct, and that
they focus on emission intensity rather than absolute emissions. The Committee also mentions that when
the Council makes a company assessment, it should include information on whether the company in
question actively tries to hamper development towards the reduction of greenhouse gas emissions, or
international climate regulations, i.e. through lobby activity.
The Department of Finance included the main recommendations from the Skancke Committee in their
White Paper 21 (2014-15) to the Parliament,4 and the Norwegian Parliament adopted the White Paper.
Hence, the Council of Ethics was given the task of interpreting and developing the new criterion. In its
2015 Annual Report, the Council writes the following:

1

Chaired by Martin Skancke, hence the name.
http://nettsteder.regjeringen.no/etikkradet/en/guidelines/, Section 3.
3
Appendix 2.
4
White paper 21 (2014 – 2015)
2
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“The Ministry of Finance would like the use of the climate criterion to be developed over time and wants
the Council to interpret and develop the criterion. White Paper no. 21 (2014 – 2015) also assumes it will be
expedient to place more emphasis on the emission intensity than the absolute emissions. The Norwegian
parliament agreed to this proposal. The Council is to follow this up and will in the first phase of its work
place particular emphasis on mapping the emission intensity in some industries that have considerable
emissions.5”
It is also worth noting that the so-called Coal Criterion was adopted on February 1 st, 2016. This criterion
states that
“Observation or exclusion may be decided for mining companies and power producers which
themselves or through entities they control derive 30 per cent or more of their income from thermal
coal or base 30 per cent or more of their operations on thermal coal.6”
In the case of the Coal Criterion, it is Norges Bank7 and not the Council of Ethics who assesses whether
companies should be excluded from the Fund.8

Research Methodology
Limitations
This report is not a systematic study of how all the companies in the Fund’s portfolio contribute to
greenhouse gas emissions.
The analysis in this report is based on the latest accessible information of the Fund’s portfolio by the time
of writing, which is December 31 st 2016.
This report does not focus on companies that are included in the Coal Criterion. The Future in Our Hands
has conducted extensive work on coal, and we have published several reports on the topic, including
reports in cooperation with other actors like Greenpeace and Urgewald.9

Content and Methodology
The report has the following three sections:
Section One highlights the Fund’s investments in companies that in different ways can be labelled “worst
case climate offenders”. This is done by looking at existing climate-related analyses of the world’s largest
companies, and this report focuses on how these companies score on the following parameters:
5

etikkradet.no/files/2016/03/Etikkraadet_AR_2015_web.pdf, p 30
http://etikkradet.no/en/guidelines/ - Section 2, (2)
7
Norges Bank (which translates into Norway's Bank) is the Central Bank of Norway. Norges Bank manages the Fund
through NBIM – Norges Bank Investment Management.
8
Letter from the Council of Ethics to WWF Norway, Norwegian Church Aid, Greenpeace Norway and Future in our
hands, 26.1.2017.
9
One example: “Dirty and Dangerous,” 2014: http://www.framtiden.no/201412186633/rapporter/etikk-ognaringsliv/dirty-dangerous-kull-gjor-oljefondet-skitnere-enn-du-trodde.html
6
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•
•
•
•
•

Aggregated emissions of greenhouse gasses10
Emission Intensity11
Historical emissions 12
Potential emissions 13
Lobby activities14

This report is based on sources with high credibility in this field, sources that use methodology which are
broadly recognised as thorough and solid. However, we need to make some reservations for eventual
weaknesses in these analyses that are outside our range of control. It is also important to note that the
selection of companies in the different analyses varies, and this will also make some limitations to the
scope of our research. This is, however, accounted for where it is relevant.
The main purpose in section 1 is to investigate how much the Fund has invested in companies that score
at the bottom end from a climate perspective in these rankings. We have chosen the bottom 20
companies within each ranking,15 and then we have checked how much the Fund has invested in these
companies. Wholly owned listed subsidiaries are included if their function is solely to serve as an
investment vehicle for the parent company.16
Section 2 will take a different approach to the Climate Criterion, making a climate analysis of the largest
oil and gas investments in the Fund. This section will have a look at the 25 largest oil and gas companies in
the Fund’s portfolio, dated December 31st 201617, using many of the same parameters from section 1. The
Fund has invested more than 200 billion NOK/22 billion USD in these 25 companies. Our question is how
these 25 companies contribute to climate damage? Which companies from this list of 25 are the worst,
from a climate perspective?

10

CDP: Global 500 Greenhouse Gases Performance 2010 – 2015. This ranking show the greenhouse gas emissions from
500 of the world’s largest companies in the last accessible year (2014 or 2015), and include direct emissions and
indirect emissions from the purchase of energy (scope 1 + 2, as defined by The Greenhouse gas protocol). The report in
full: http://www.bsdconsulting.com/bsd-files/news-downloadable-pdfs/S035283_Greenhouse_final_%284%29.pdf
11
ET Carbon Ranking (update: November 2016). This is based on both direct and indirect emissions from a company,
and also includes emissions that come as a result of the activities of a company, but is in itself outside the control of
that company (scope 1 + 2 + 3-emissions). The emissions are seen in relation to each company’s revenues (in millions
US Dollar). Includes the world’s 800 largest companies. The Rankings are found here: https://environmentaltracking.etindex.com/#!/et-carbon-rankings On the methodology: http://etindex.com/et-carbon-rankings/rankingmethodology
12
Heede 2015: The climate responsibilities of industrial carbon producers. This study shows which 20 companies that
have made the largest carbon producers through history (1751 -2010). The study is based on a previous study if 90
large carbon producers: http://link.springer.com/article/10.1007/s10584-015-1472-5
13
The Carbon Underground 200 ranks 200 coal, oil and gas companies from their potential carbon emissions, based on
the reserves they control in the ground. http://fossilfreeindexes.com/research/the-carbon-underground/
14
InfluenceMap rank companies and other actors based on their influence on climate policies. This list includes the 100
largest companies on Forbes’ Global 2000-list, where state owned companies and the financial sector are excluded, but
includes the two largest private owned companies (Cargill and Koch Industries) and Tesla. The companies are ranked
from A to F, with A on top: http://influencemap.org/filter/List-of-Companies-and-Influencers On the methodology:
http://influencemap.org/page/Our-Methodology#About-our-Scores
15
This is valid for the first four tables. The last table, of the companies with the “worst” lobby practices, will instead be
based on the companies that InfluenceMap gives lowest or second-lowest score. This is 12 companies.
16
Many large companies have one or more subsidiaries. In some cases, the subsidiary can run a totally different
business than the parent company. However, many companies have subsidiaries which main purpose is to serve as an
investment vehicle for the parent company. In these cases, we analyze the subsidiary as an integrated part of the
parent company, and it is therefore natural that the Fund's investments in these are included as well.
17
https://www.nbim.no/en/the-fund/holdings/
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Section 3 will focus on three priority areas that for various reasons may be considered worst-case climate
offenders. First, we will look into the Fund’s investments in tar sands, based on the fact that tar sands
extraction is a method of extraction that is very energy intensive and has high emissions. Then we will look
at one specific company, ExxonMobil, which is both involved in tar sands and also ranks very low in the
rankings in Section 2. And in the end we will focus on the Fund’s investments in one specific sector:
cement. Cement is an industry where the emission intensity is particularly high. This section will look into
the largest cement companies in the world, then focus on the Fund’s investments in these companies, and
thereafter analyse their greenhouse gas emissions based on some of the above mentioned criteria.

7
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Section 1: Investments in the “worst case climate offenders”
The Fund’s investments in high-emission companies
On a frequent basis, and based on reports from the 500 largest companies worldwide, the organisation
CDP publish surveys identifying the companies with the largest emissions of greenhouse gases. Table 1
shows the 20 largest emitters when it comes to absolute numbers of greenhouse gas emissions, and the
Fund’s investments in these companies.
Table 1: The Fund’s investments in the 20 largest greenhouse gas emitters in the world18

Rank
(CDP)

Company

Country

1

Petrochina company
Limited

China

182,912,252

0

2

China Petroleum &
Chemical Corp

China

233,525,023

0

3

NTPC Ltd

India

0

0

4

Arcelor Mittal

Luxembourg

15,305,308

0

5

RWE AG19

Germany

111,430,241

57,649,417

6

Surgutneftegas

Russia

210,312,394

0

7

Duke Energy
Corporation

USA

0

0

8

GDF Suez20

France

425,284,830

255,908,202

9

American Electric
Power Company, Inc

USA

0

0

10

Gazprom 21

Russia

238,854,120

0

11

ExxonMobil
Corporation

USA

3,065,921,623

0

12

ENEL SpA

Italy

564,949,256

73,777,866

13

Southern Company

USA

359,490,801

191,250,959

14

Holcim Ltd22

Switzerland

412,549,048

0

18

Equity Investments
2016 (USD)

Bond Investments
2016 (USD)

Global 500 greenhouse gases performance 2010 – 2015 (The study was launched in June 2016). The table shows an
estimation of direct and indirect emissions (scope 1 + scope 2) http://www.bsdconsulting.com/bsd-files/newsdownloadable-pdfs/S035283_Greenhouse_final_%284%29.pdf
19
The Fund has invested in bonds from RWE Finance BV, a wholly owned subsidiary of RWE AG. From 1.9.2016 the
company is named innogy Finance BV. http://www.rwe.com/web/cms/en/587344/rwe/investorrelations/bonds/innogy-finance-b-v/
20
GDF Suez changed its name to Engie in 2015.
21
The Fund has also invested 69 million USD in the wholly owned subsidiary Gazprom Neft, which is not included here.
22
The Fund has investments in Lafarge Holcim, which is a merger from Lafarge and Holcim in 2015. Both these
companies can be found on the CDP list: Holcim as no 14 and Lafarge as no 17.
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15

E.ON SE23

Germany

264,341,197

24,315,521

16

Nippon Steel &
Sumitomo Metal
Corp

Japan

184,496,258

0

17

Lafarge S.A.24

Switzerland

-

-

South Korea

0

0

5,361,826,583

306,111,286

475,392,509

40,346,300

12,106,591,443

949,359,551

25

18

POSCO

19

Royal Dutch Shell26

UK

20

Petróleo Brasileiro
SA - Petrobras27 28

Brazil/The
Netherlands

The Fund’s Total
Investments

The Fund has investments in 15 of the world’s largest emitters, investments of more than 13 billion
USD.

The Fund’s investments in companies with the highest emission intensity
The ET Index Research annually publishes “carbon rankings”, where the world’s largest companies are
ranked according to emission intensity, or emissions in relation to the revenues of each company.29 The
ranking includes the largest 800 companies worldwide, and measures the intensity of the greenhouse gas
emissions – defined as tCO2e/$M Revenue (emissions per revenue). This includes emissions from scope 1,
2 and 3, that is, direct and indirect emissions combined. 30
This list highlights the 20 companies that receive the lowest score at the ET Index published in 2016, that
is, the companies that have the largest emissions for each dollar they make. These companies are
occupying spot 781-800 on the ET Index.

23

The Fund has invested in bonds from I E.ON International Finance B.V., a wholly owned subsidiary of E.ON SE
http://www.eon.com/en/investors/bonds/eon-international-finance-bv.html
24
Investments in Lafarge should be seen in conjunction with investments in Holcim, due to the merger of these
companies.
25
POSCO was excluded from the Fund in August 2015 following recommendations from the Council of Ethics.
https://www.nbim.no/en/transparency/news-list/2015/decision-on-exclusion-of-companies-from-the-governmentpension-fund-global/
26
The Bonds are invested in Shell International Finance B.V.
http://www.bloomberg.com/research/stocks/private/snapshot.asp?privcapId=26972956
27
Petrobras is on the NBIM list of observation. https://www.nbim.no/en/transparency/news-list/2016/decision-toplace-company-in-the-portfolio-of-the-government-pension-fund-global-under-observation/
28
The bond portfolio is in Petrobras Global Finance, registered in the Netherlands
29
ET Carbon Ranking https://environmental-tracking.etindex.com/#!/et-carbon-rankings
30
More in the methodology: http://etindex.com/et-carbon-rankings/ranking-methodology/
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Table 2: The Fund’s investments in the 20 companies with highest emission intensity

ET
Index
Rank

Company

Country

Equity
Investments

Bond
Investments
2016 (USD)

800

China Shenhua Energy Co
Ltd

China

0

0

799

Coal India Ltd

India

0

0

798

Industries Qatar QSC

Qatar

11,878,684

0

797

Inner Mongolia BaoTuo
Steel Union

China

0

0

796

Nippon Steel &
Sumitomo Metal Corp

Japan

184,496,258

0

795

Southern Copper Corp

USA

55,900,398

24,804,850

794

MMC Norilsk Nickel PJSC

Russia

0

0

793

Grupo Mexico SAB de CV

Mexico

163,038,425

0

792

Rio Tinto PLC

UK

0

0

791

Mitsui & Co Ltd

Japan

275,342,896

0

790

BHP Billiton

Australia/ UK 31

1,033,377,923

115,313,035

789

CRRC Corp Ltd

China

39,582,565

0

788

FANUC Corp

Japan

547,484,215

0

787

China Shipbuilding
Industry Co Ltd

China

9,998,129

0

786

Deere & Co

USA

201,566,642

9,696,031

785

PACCAR Inc

USA

85,805,942

0

784

Komatsu Ltd

Japan

783

Glencore Plc

UK/Jersey

782

International Paper Co

USA

194,799,284

18,711,513

781

3M Co

USA

825,151,970

45,902,427

5,447,814,592

214,427,856

2016 (USD)

The Fund’s Total
Investments

307,312,214
1,512,079,047

The Fund has investments in 15 of the 20 companies that according to the ET Index have the highest
emission intensity, investments of more than 5.6 billion USD.

31

ET Index defines BHP Billiton as an Australian company. However, the company is also listed in the UK. This figure
looks at the Fund’s investments in the British and the Australian parts combined.
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The Fund’s investments in companies with the largest emissions through history
In their 2015 article, “The climate responsibilities of industrial carbon producers, 32” Heede et al analyses
which 20 companies that have the highest emissions of greenhouse gases through history. The article is
based on studies that go as far back as the 1850s, and up to 2010. Thus, this list paints a picture of which
companies carry the largest climate responsibility.
However, it is important to note that it is not possible for the Fund to invest in many of these companies,
as they are wholly state-owned, and that other companies on this list are already excluded from the Fund
due to the Coal Criterion. 33
Table 3: The Fund’s investments in the companies with the largest emissions through history34

Rank
Heed
e
2015

Company

Country

1

Chevron

USA

2,040,104,458

35,206,062

2

ExxonMobil

USA

3,065,921,623

0

3

Saudi Aramco

Saudi Arabia

4

BP PLC

UK

5

Gazprom

Russia

6

Royal Dutch Shell35

UK

7

National Iranian

Iran

0

8

Pemex 36

Mexico

0

357,774,350

9

ConocoPhilips37

USA

456,635,610

63,510,129

10

PD Venezuela

Venezuela

0

0 State-owned
(Venezuela)

11

Coal India

India

0

0 Excluded due
to the Coal
Criterion

12

Peabody

USA

0

0 Excluded due
to the Coal

32

Equity
Investments
2016 (USD)

Bond
Investments
2016 (USD)

0

Comments

0 State-owned
(Saudi Arabia)

2,028,134,215

262,517,034

238,854,120

0

46,152,994,682

306,111,286
0 State-owned
(Iran)

Heede 2015: The climate responsibilities of industrial carbon producers. This study presents the 20 largest carbon
producing companies through history (1751 -2010), based on a former study of 90 large carbon producers.
http://link.springer.com/article/10.1007/s10584-015-1472-5
33
List of exclusions: https://www.nbim.no/en/responsibility/exclusion-of-companies/ This study is based on data
collected on March 1st 2017
34
http://link.springer.com/article/10.1007/s10584-015-1472-5
35
The bonds are invested in Shell International Finance BV
36
Petroleos Mexicanos
37
The bonds are from three different companies combined: ConocoPhillips (USA), ConocoPhillips Co (USA) and
ConocoPhillips Canada Funding Co I (Canada)
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Criterion.
Went
bankrupt in
2016.
13

Total38

France

14

PetroChina

China

15

Kuwait Petroleum

Kuwait

0

0 State-owned
(Kuwait)

16

Abu Dhabi NOC

United Arab
Emirates (UAE)

0

0 State-owned
(UAE)

17

Sonatrach

Algeria

0

0 State-owned
(Algeria)

18

CONSOL Energy

USA

0

0 Excluded due
to the Coal
Criterion

19

BHP Billiton

Australia/UK39

20

Anglo-American

UK

The Fund’s Total
Investments

2,017,589,946

198,767,523

182,912,252

0

1,033,377,92340

115,313,03541

143,959,126

30,192,500

57,360,483,955

1,369,391,919

The Fund has invested in 11 of the 20 companies that according to Heede et al have been the worst case
climate offenders through history. It is also worth noting that the Fund has invested in all the
companies in which is currently possible for the Fund to invest – that is, all the companies that is neither
state-owned nor already excluded due to the Coal Criterion.
The Fund has invested more than 58 billion USD in these companies.

The Fund’s investments in companies with the largest oil and gas reserves
Fossil Free Indexes (FFI) ranks companies worldwide based on how large oil and gas reserves they
control.42 The size of these reserves indicates how much greenhouse gases the company can potentially
emit. Most of the companies calculate these reserves as a part of their values, and thus calculate future
revenues from the reserves. This implies that many companies have an economic incentive to extract the
reserves. FFI also ranks companies based on their coal reserves. However, since this report is not primarily
focused on coal and since many of the companies exposed to coal are excluded from the Fund due to the
Coal Criterion, coal is not included here.

38

The bonds are from three different companies combined: Total Capital International SA (France), Total Capital SA
(France) and Total Capital Canada Ltd (Canada).
39
ET Index defines BHP Billiton as an Australian company. However, the company is also listed in the UK. These figures
looks at the Fund’s investments in the British and the Australian parts combined: BHP Billiton Ltd (Australia) and BHP
Billiton PLC (UK)
40
Equities from two different companies combined: BHP Billiton Ltd (Australia) and BHP Billiton PLC (UK)
41
Bonds from two different companies combined: BHP Billiton Finance Ltd (Australia) and BHP Billiton Finance USA Ltd
(Australia)
42
http://fossilfreeindexes.com/research/the-carbon-underground/
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Table 4 shows the 20 companies with the largest oil and gas reserves, measured in GtCO2, and the Fund’s
investments in these companies.
Table 4: The Fund’s investments in the companies with the largest oil and gas reserves.

Rank
(FFI)

Company

Country

1

Gazprom

Russia

44,069

238,854,120

0

2

Rosneft

Russia

16,776

0

0

3

PetroChina

China

8,066

182,912,252

0

4

ExxonMobil

USA

7,960

3,065,921,623

0

5

Lukoil

Russia

7,115

178,295,393

0

6

BP PLC

UK

6,388

2,028,134,215

262,517,034

7

Royal Dutch
Shell

UK

4,995

46,152,994,682

306,111,286

8

Petrobras

Brazil/The
Netherlands

4,349

475,392,509

40,346,300

9

Chevron

USA

4,045

2,040,104,458

35,206,062

10

Novatek

Russia

3,928

194,536,660

0

11

Total43

France

3,833

2,017,589,946

198,767,523

12

Tatneft

Russia

2,551

0

0

13

ENI SpA

Italy

2,504

1,017,168,643

10,468,749

14

ConocoPhillips44 USA

2,459

456,635,610

63,510,129

15

ONGC

India

2,371

0

0

16

Statoil

Norway

1,836

0

0

17

CNOOC

China

1,478

272,445,497

0

18

Sinopec45

China

1,362

0

0

19

Canadian
Natural
Resources

Canada

1,124

285,523,941

69,523,156

43

Oil and gas
reserves
(GtCO2)

The Fund’s
Equity
Investments
2016 (USD)

The Fund’s Bond
Investments
2016 (USD)

The bonds are from three different companies combined: Total Capital International SA (France), Total Capital SA
(France) and Total Capital Canada Ltd (Canada).
44
The bonds are from three different companies combined: ConocoPhillips (USA), ConocoPhillips Co (USA) and
ConocoPhillips Canada Funding Co I (Canada)
45
The Fund has equity and bonds in five subsidiaries from Sinopec/China Petroleum Corporation, but the Fund has not
invested in the parent companies since it is wholly state-owned by the Chinese state. Here, we have excluded the
investments in the subsidiaries. http://www.sinopecgroup.com/group/en/business/
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20

Bashneft

Russia

The Fund’s
Total
Investments

1,007

65,943,332

103,320
GtCO246

58,672,452,881

0

986,450,239

The Fund has invested in equity and/or bonds in 15 of the 20 companies that control the largest oil and
gas reserves in the ground, and the Fund has invested more than 59,5 billons USD in these companies.
Overall, these 15 companies control reserves with 103.320 GtCO2 in the ground.

The Fund’s investments in companies opposing climate regulations
InfluenceMap ranks companies according to their lobby strategies regarding regulation on environmental
and climate issues. The study also investigates if, and how, different companies do their lobby activities, in
a positive or negative way. It is widely known that several large companies have strategies for opposing
stronger environmental and climate regulations – many of these companies have perceived stronger
regulations as a threat to their business, for example oil and gas companies. This kind of lobby activities
have contributed to weaken environmental and climate regulations, and could also do so in the future,
and it is on this ground that InfluenceMap investigates this.
It is also worth noting that the InfluenceMap study also includes companies that aim to achieve stronger
environmental and climate regulations. These companies come out on top according to InfluenceMap, and
thus the survey includes both the “good guys” and the “bad guys” due to their lobby activities from a
climate perspective.
InfluenceMap grades the companies from A to F, using A as the best grade.47 Table 5 includes the
companies with the two lowest grades: F or E-. Thus, we label these 12 companies as the “worst case
lobbyists” from this study. 48
Table 5: The Fund’s investments in the companies with lowest score regarding lobby activities

Grade from
Company
InfluenceMap

Country

F

Koch Industries

USA

F

Reliance
Industries49

F
F

46

Equity
Investments 2016
(USD)

Bond Investments
2016 (USD)
0

0

India

160,549,765

22,017,200

Phillips 66

USA

432,296,787

101,416,394

Valero Energy

USA

345,891,248

82,095,927

This is the total of GtCO2 for the companies where the Fund has invested, which means the aggregated number
excludes the five companies on the list without investments from the Fund.
47
The list from InfluenceMap includes the 100 largest companies from Forbes’ Global 2000-list, it excludes state-owned
companies and financial companies, but includes the world’s largest two private-owned companies (Cargill and Koch
Industries) and Tesla. http://influencemap.org/filter/List-of-Companies-and-Influencers More on the methodology:
http://influencemap.org/page/Our-Methodology#About-our-Scores
48
InfluenceMap updates their overview on a regular basis, with new company analysis. The latest update was March
1st, 2017, but please note that new updates might have been made after that.
49
Bonds are invested in Reliance Holding USA Inc.
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E-

Comcast

USA

1,379,738,387

283,660,290

E-

Chevron

USA

2,040,104,458

35,206,062

E-

ExxonMobil

USA

3,065,921,623

0

E-

Occidental
Petroleum

USA

450,618,146

0

E-

LyondellBasell
Industries

USA/The
Netherlands

275,988,143

40,752,208

E-

Foxconn

50,321,535

0

USA

456,635,610

63,510,129

USA

0

0

8,658,065,702

628,658,210

E-

ConocoPhillips

E-

Duke Energy

Taiwan
50

The Fund’s total
Investments

The Fund has invested in 10 of the 12 companies scoring F or E- on the InfluenceMap survey, and thus
can be labelled “worst case lobbyists,” from a climate perspective. These investments add up to more
than 9.2 billion USD.

50

This is bonds from three different companies combined: ConocoPhillips (USA), ConocoPhillips Co (USA) and
ConocoPhillips Canada Funding Co I (Canada)
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Section 2: A climate analysis of the 25 largest oil and gas companies
Section 1 investigated the worst case climate offenders (measured along various parameters) across all
sectors in the Fund’s portfolio. This section will focus on the Fund's largest investments in the oil and gas
sector. We have chosen to look at the 25 largest companies in the equity portfolio “oil and gas” in the
Fund, and analyse them along four categories that in different ways illustrate their impact on the climate.
Secondly, we provide these companies with an overall score depending on how they do along those
categories before we rank them . The purpose is, based on the oil and gas companies that Norges Bank has
decided to invest in, to ask the following questions: What is the impact these companies have on the
climate? Who are the “worst case climate offenders” among the Fund's biggest oil and gas investments?
This is a different approach to the operationalisation of the Climate Criterion. Instead of looking through
the list of the companies with the lowest score on climate, and checking whether the Fund has any
involvements in these, this section will be investigating a selection of the Fund’s investments in companies
in the oil and gas sector, a sector with particularly high greenhouse gas emissions, and then rank these
companies. The aim is to create a ranking of the 25 largest oil and gas companies in the Fund from a
climate perspective. We will give each company an overall grade, based on scores in four of the five same
categories as in Section 1: total emissions, emissions intensity, oil and gas reserves, and lobbying.
The purpose of this ranking is to give an indication as to which companies among the Fund’s largest oil
and gas investments that the Council should consider for observation or exclusion when using the
Climate Criterion.

Methodology
As a starting point, this part will use the 25 largest non-renewable energy companies in the Fund’s “oil and
gas” equity portfolio51. These companies were identified by first looking into the largest companies in the
“oil and gas” equity portfolio, and then we checked which of these companies are defined as oil, coal or
gas companies by Bloomberg.52
The next step is to record how each of these companies score within four rankings. The categories and the
sources are the same as in Section 1, except historical emissions, which are removed from the analysis53.
Within each category, all companies are graded within a range from A + to F, i.e. 16 possible grades. The
methodology used to determine the grades is explained below.
A majority of companies lack information in one or more of the categories, and this is marked with an
asterisk. These have different reasons depending on the category 54. The companies that lack information
in one or more category will not get an overall grade.

Category 1: Total emissions55
The calculation of grades for total emissions is based on the CDP overview of emissions of 500 large
companies from all industries. The companies have been graded on the basis of what ranking they have

51

Please note that only equity portfolio, and not bond investments, is included.
www.bloomberg.com. This part of the report was completed in November 2016.
53
We have not included historical emissions as a criterion, because the study covering this aspect only investigates 20
companies. Therefore, too many of the companies on the Fund’s top 25 list were not included, and hence we found this
criterion to be not relevant.
54
This is accounted for under each category
55
CDP 2016
52
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received within this category. If you are the one company among the 500 that emits the least, you get A+,
while the company with the largest emissions gets F. The grades are distributed evenly among the
universe of the 500 companies.56
There are several possible reasons why companies are not on this list. We only have access to the list of
the top 100 companies with the highest emissions. Not being on the list might mean having lower
emissions than the top 100, which may be positive. However, there are also companies that are not on the
list due to a lack of response to CDP's requests, which would suggest lack of openness around the climate
issue. It is difficult to determine the exact reason for why a specific company is not included.

Category 2: Emission intensity57
The calculations backing the emission intensity grades are based on the ET Index's list of emission
intensity of the 800 largest companies in the world. A company finding itself on top of this list would
receive an A+, and similarly, at the bottom you would get an F. And as above, the grading is spread evenly
throughout the sample.58

56

The grading is done by dividing the selected into 16 equal sized intervals, from A+ to F, where the 6,25 % best
companies got the A+ grade, the next 6,25 % companies got A, and so on until the lowest 6,25 % scoring companies,
which would get F. To illustrate this we can have a look at ExxonMobil, which finds itself placed at 11 from bottom in
the CDP study. This is within the 6,25 % worst companies in this category, and ExxonMobil is then graded F. The
following table shows how the grades are distributed. Also, please have a look at the attachment showing the grading
and the percentage calculations.
Scale (high
number gives
highest grades):
F
EE
E+
DD
D+
CC
C+
BB
B+
AA
A+

Points (%)
0 - 6,25
6,26 - 12,5
12,51 - 18,75
18,76 - 25
25,01 - 31,25
31,26 - 37,5
37,51 - 43,75
43,76 - 50
50,01 - 56,25
56,26 - 62,5
62,51 - 68,75
68,76 - 75
75,01 - 81,25
81,26 - 87,5
87,51 - 93,75
93,76 - 100

57

ET Index 2016
As in category 1, we divided the selection into 16 intervals, the only difference being that the selection is based on
800 companies. Here, A+ would be in the lowest interval and F in the highest. The table shows how the grading was
done.
58

Points (%)

0 - 6,25
6,26 - 12,5
12,51 - 18,75
18,76 - 25
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Invers scale
(low number
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A+
A
AB+
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For this category, emissions intensity, only one company on our list is not included in the Environmental
Tracker's list of the 800 largest companies in the world. This is the Japanese oil and gas company Inpex
Corp, which is Japan's largest oil and gas company. We do find other Japanese companies on the list, so
this cannot be explained by geography alone. It is thus unclear for us why Inpex is not included.

Category 3: Fossil fuel reserves (oil and gas)59
For the third category, oil and gas reserves, we have used a slightly different method for grading the
companies, using FFI as our source. The FFI overview shows which 100 companies in the world that have
the most oil and gas reserves in the ground. Therefore, in a climate context, being on this list is negative in
itself – and, for our purpose, the companies on this list qualify for grade D or lower. The grade ranges from
D, for those companies that have the least reserves among these 100, to F, for those who have the most.60
If a company is not on the list, this might mean that they are not among the 100 companies with the most
oil and gas reserves in the ground – but it might also mean that the company is not being open about
information on fossil fuel reserves.

Category 4: Lobby activity61
For the fourth category, lobby activities, the source being InfluenceMap, we have simply used the grades
set by InfluenceMap. This is because their scale is also ranging from A+ to F, just like ours.
In this category, several companies are not included – simply because the selection to InfluenceMap is the
100 largest companies on Forbes's Global 2000 list.

25,01 - 31,25
31,26 - 37,5
37,51 - 43,75
43,76 - 50
50,01 - 56,25
56,26 - 62,5
62,51 - 68,75
68,76 - 75
75,01 - 81,25
81,26 - 87,5
87,51 - 93,75
93,76 - 100

B
BC+
C
CD+
D
DE+
E
EF

59

FFI 2016
Like category 1 and 2, the grading is done due to where on the list we find the different companies. The grades are
placed due to where on the list each company would find itself – and as mentioned, being on this list qualify for grade D
or lower. The grades were placed according to this table:
60

FFI-scale
D
DE+
E
EF
61

84 - 100
67 - 83
50 - 66
34 - 49
17 - 33
0 - 16

InfluenceMap 2016
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Overall Grade
The last step was putting all the grades together to an overall grade. In this process, the categories are
weighted differently before they were put together into an overall grade62. They are weighted as follows:
-

Total emissions: 15 %
Emission intensity: 35 %
Oil and gas reserves: 30 %
Lobby activity: 20 %

The weighting is based on our assessment of what we believe should count the most when the “worst
case climate offenders” is named. This is why we have chosen to emphasize emission intensity and
reserves in the ground.
Emission intensity measures how much a company emits according to its income. Thus, it describes the
company’s impact on the climate compared to what we can expect looking at the company’s turnover.
This approach also gives us the possibility to sort out the worst case companies in the different industries,
and we believe this is a sensible approach. Also, the amount of fossil reserves a company controls says
something about the potential impact on the climate that this company can be expected to have. We have
chosen to emphasize this almost as much as emission intensity, because investing in a company reporting
huge fossil reserves must be regarded as an investment in the potential extraction of these reserves.
Lobby activity is also an important part of the assessment of the company’s approach to climate change. A
company can, through lobby activity, make a huge negative contribution to future policy framework – or
the lack of those. This is why we also give emphasis to this category, although not as much as the two
other.
The total emissions from a company are of course very important according to what impact a company
has on climate change. However, one decisive factor here is often merely the size of the company.
Therefore we have chosen to put the least emphasis on this category.
This weighting reflects the recommendations from the Skancke Committee's report. The committee
recommended that one should emphasize emission intensity and also be forward looking when companies
are analysed. Investing in companies that have large CO2 reserves in the ground contradicts a strategy for
62

In order to be able to add up the grades, we gave each grade a number value. Then we calculated the average grade.
The table below shows what numeral value the grades were assigned.
Ved utregning av endelig karakter
gis bokstavkarakterene følgende
verdi:
A+
1
A
2
A3
B+
4
B
5
B6
C+
7
C
8
C9
D+
10
D
11
D12
E+
13
E
14
E15
F
16
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reaching the target of limiting global warming to two degrees, because the two degree target presupposes
that large parts of today’s known fossil reserves must stay in the ground. 63
Table 6: Rank: Climate impact among the Fund’s largest oil and gas sector equity investments

This table shows the largest equity investments in the Fund’s oil and gas portfolio64. The overall grade is
shown to the right. Where we lack information to set a grade, for some reason or another, this is marked
with an asterisk*65. The table is sorted from lowest to highest score. Of the 25 companies that this part of
the report has investigated, only 12 get an overall grade. For the other 13 companies, we lack information
in one or more categories.
Company

Fossil
reserve
s (30 %)

Lobby
activity
(20 %)

Overall
Grade

E
E-

F
E-

EE-

EE-

EF
F
E-

E
E
E
E

F
F
F
E-

EDDE

EEEE

2,040,104,458

F

D-

F

E-

E

Petroleo Brasileiro
SA

475,392,509

F

E

F

D

E

EOG Resources Inc

459,272,935

E+
F
EF

EDE
D

EF
EF

E+
DCD

E
E
E+
E+

ExxonMobil Corp

The Fund’s
equity
investments
2016 (USD)
3,065,921,623

Occidental
Petroleum Corp

450,618,146

ConocoPhillips

456,635,610

BP PLC

2,028,134,215

Eni SpA

1,017,168,643

Canadian Natural
Resources Ltd
Chevron Corp

TOTAL SA

285,523,941

2,017,589,946

Suncor Energy Inc

541,809,327

Royal Dutch Shell
PLC

5,361,826,583

Total
Emissions
(15 %)

Emission
Intensity

F
E-

(35 %)

Companies without overall grade due to lack of information in one or more categories
Gazprom

238,854,120

F

E

F

*

Marathon
Petroleum Corp

262,789,137

*

E

E-

E

63

https://www.framtiden.no/201311136297/aktuelt/etiske-investeringer/et-knapt-klimabudsjett-fortogradersmalet.html
64
https://www.nbim.no/en/the-fund/holdings/
65
The total table, with all rankings and all parameters, is found in Attachment 1.
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to lack of
informatio
n

Anadarko
Petroleum Corp

331,095,682

E+

E-

E-

*

TransCanada Corp

358,564,706

E

E

*

*

Valero Energy Corp

345,891,248

E-

E

*

F

CNOOC Ltd

272,445,497

*

E-

E-

*

Phillips 66

432,296,787

*

E

*

F

1,106,105,808

*

E

*

E+

China Petroleum &
Chemical Corp

233,525,023

F

E-

*

*

Inpex Corp

448,542,162

*

*

E-

*

Halliburton Co

456,416,937

E

E

*

*

Schlumberger Ltd
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Enbridge Inc

313,774,639

*

E

*

*

Kinder Morgan
Inc/DE

340,571,477

*

E

*

*

The Fund’s Total
Eqiuty Investments
in the 25
Companies

No overall
grade due
to lack of
informatio
n
No overall
grade due
to lack of
informatio
n

22,686,525,043

This section shows clearly that among the Fund’s 25 largest oil and gas investments, the large oil
companies score poorly: ExxonMobil, BP, Chevron and Total all score E or E-. This might not be surprising
given the size of these companies, which explains why they contribute both according to total level of
fossil reserves but also when it comes to their total emissions of greenhouse gases. We also learn that no
company gets a higher overall grade than E+. However, ExxonMobil stands out, negatively, due to very low
score on lobby activities, in addition to high levels of emission intensity 66.
The purpose of this section is to give an indication to the Council of Ethics on which companies they could
consider being on the wrong side of the Climate Criterion. It should also be interesting for the Council to
have a look at some of the companies that have a particular low score in some of the categories. And we
could ask: What does this say about the 25 oil and gas companies in which the Fund has invested?
Looking at one category at the time, we can note the following;
•
•
•
•

18 of the 25 companies are among 100 largest emitters of greenhouse gases in the world. These
companies have been graded E+, E, E- or F in our survey.
5 of the 25 companies are among the 100 companies with largest emission intensity worldwide.
These companies have been graded E-.
9 of the 25 companies are among the 10 companies worldwide that controls most fossil reserves
in the ground. These companies have been graded F.
10 of the 25 companies has been graded E+ or below (E, E- or F) by InfluenceMap according to their
rank of lobbyists against climate regulations.

These findings have been marked red in the table.
This section then concludes that the Fund is heavily invested in companies with high emission intensity,
large absolute greenhouse gas emissions, large fossil reserves in the ground, and which in addition score
very badly on the ranking of anti-climate lobbyists.
We would recommend the Council to look at the companies that are worst off in this ranking. In
particular, we recommend the Council to consider whether ExxonMobil, which comes very worst, qualify
for exclusion under Climate Criterion.

66

For more information on ExxonMobil, please go to section 3.2.
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Section 3: Case studies: Worst Case Climate Offenders
This section of the report will investigate closer three concrete sectors or case studies that can be labelled
as worst case climate offenders: Tar sands extraction, ExxonMobil and the cement industry.

3.1. Investments in Canadian Tar Sands
Tar sands are primarily extracted in Canada and Venezuela. The vast majority of the international
investments are made in Canadian tar sands projects. Extraction of tar sands is a method with particularly
high greenhouse gas emissions, in addition to great environmental damage.
Tar sands extraction has been heavily criticized the latter years, because of its impact on both the climate
and the local and regional environment. That is why this could be an industry for consideration by the
Council of Ethics, in light of the Climate Criterion. Therefore, this part will have a closer look at the Fund’s
investments in this industry.

Tar sands and greenhouse gas emissions
Traditional oil production peaked in Canada in 2007,67 and was decreasing after that. But after the
introduction of tar sands extraction, the trends turned and Canada is now experiencing a significant
production increase.
Given the fact that the new production in the US and Canada displaces imported Middle-East and African
oil, it might look like this does not affect the overall numbers of greenhouse gas emissions. However, this
is not that straightforward – tar sands extraction is highly energy intensive. One estimate shows that by
traditional oil exploitation, you use the energy from one barrel of oil to produce 25 barrels, while the
same amount of energy only produces three to five barrels of oil from tar sands extraction.68
In other words, tar sands extraction is far more energy intensive than other forms of oil extraction, and
naturally this has an impact on greenhouse gas emissions. A comparison done by Oil Climate Index
suggests that production of one barrel of oil from tar sands emits almost five times as much as oil from
the North Sea.69
An important reason behind this is the method of extraction. In ambient temperatures, tar sands are hard
as asphalt, and bitumen is steamed out of tar sands far below ground. This demands high amounts of
energy and water. Then you need bitumen upgraded to synthetic crude oil, which is also very energy
intensive and leads to huge CO2 emissions.70

Tar sands and environmental issues
Tar sands extraction in Canada is a very destructive way of extraction, and it destroys huge areas and
pollutes rivers and drinking water. The most important projects in the Alberta State are placed in
indigenous areas. Oil extracted from tar sands are to be transported to the Canadian coast line or
southwards through the US, and endangers drinking water. Indigenous people in Canada have been
leading the protests against tar sands extraction for several years.71

67

http://www.stats.gov.nl.ca/Statistics/Industry/PDF/Oil_Production.pdf
https://insideclimatenews.org/news/20130219/oil-sands-mining-tar-sands-alberta-canada-energy-return-oninvestment-eroi-natural-gas-in-situ-dilbit-bitumen
69
To be precise: 481 %. http://oci.carnegieendowment.org/#compare/canada-athabasca-dc-sco/norway-ekofisk
70
http://www.wwf.no/dette_jobber_med/energi/tjaresand/klimaversting/
71
https://www.theguardian.com/world/2015/oct/18/canada-indigenous-first-nations-tar-sands-pipeline-oil
https://www.theguardian.com/us-news/2016/sep/22/pipelines-alberta-oil-sands-aboriginal-tribes
68
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Table 7: The Fund’s investments in companies involved in tar sands in Canada72

This table presents an overview of the Fund’s investments in companies involved in tar sands extraction in
Canada. Here, we look at equity and bond investments combined.
Company
Baytex Energy
BlackPearl Resources
BP PLC

Investments by the Fund 2016 (USD) Comment
20,731,811 Equity
754,013 Equity
2,290,651,249 Equity and bonds

Canadian Natural Resources

355,047,097 Equity and bonds

Cenovus Energy

147,497,237 Equity and bonds

Chevron

2,075,310,520 Equity and bonds

CNOOC

272,445,497 Equity

ConocoPhillips

520,145,739 Equity and bonds

Devon Energy Corp

297,978,903 Equity and bonds

Enerplus Resources Fund
ExxonMobil
Gulfport Energy

27,761,163 Equity
3,065,921,623 Equity
25,440,503 Equity

Husky Energy

103,267,245 Equity and bonds

Imperial Oil

105,812,945 Equity

Marathon Oil

144,353,064 Equity and bonds

MEG Energy
Paramount Resources
Pengrowth Energy
PetroChina
Shell

73

Sinopec74
Suncor Energy

72

0
6,116,272 Equity
296,973 Equity
182,912,252 Equity
46,459,105,968 Equity and bonds
0
574,810,348 Equity and bonds

The selection of the companies comes from a study launched by Future in Our Hands in February 2017:
http://www.framtiden.no/arbeidsnotater/810-norges-aksjeinvesteringer-i-nord-amerikas-oljeboom/file.html
(Norwegian) The original source for company overview:
http://www.albertacanada.com/files/albertacanada/AOSID_QuarterlyUpdate_Fall2016.pdf
73
Shell announced it would divest most of its shares in Canadian tar sands in March 2017. However, as some tar sands
assets will remained, we have kept Shell in this list. https://www.theguardian.com/world/2017/mar/10/shell-sellscanadian-oil-sands-as-boss-warns-of-losing-public-support
74
The Fund has equity shares and bonds in five subsidiaries from Sinopec/China Petroleum Corporation, but since the
parent company is 100 % owned by the Chinese Government, the Fund has not invested here, we choose to exclude
the investments made in the subsidiaries in this table. http://www.sinopecgroup.com/group/en/business/
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Teck Resources
Total75

109,340,540
2,216,357,469 Equity and bonds

The Fund’s total investments

59,002,058,431

This table shows that the Fund has invested more than 59 billion USD in equity and bonds in companies
involved in tar sands extraction in Canada. In our view, this is not in line with the Climate Criterion, given
the fact that tar sands contribute massively to climate change. Knowing that the Climate Criterion reads
that “Companies may be put under observation or be excluded if there is an unacceptable risk that the
company contributes to or is responsible for […] acts or omissions that on an aggregate company level lead
to unacceptable greenhouse gas emissions”, we do recommend the Council if Ethics to have a closer look
into the Fund’s investments in all these companies, and consider them for observation or exclusion under
the Climate Criterion.

3.2. ExxonMobil
Part 2 in this report labels ExxonMobil as the worst climate offender, and ExxonMobil is also among the
companies heavily involved in tar sands extraction. Therefore, we want to take a closer look at the
company and how it has approached questions relating to climate change.
We have seen that ExxonMobil scores very low through all categories in the ranking we have presented.
Part 2 grades the company with an E -, and places ExxonMobil at the bottom among the 25 oil and gas
companies where the Fund has its largest investments. We have previously seen that ExxonMobil
•
•
•
•
•

has huge emissions in absolute numbers. In 2015, the company ranked at number 11 on the list of
companies with the largest emissions of greenhouse gases.76
has high Emission Intensity, the ET Index places ExxonMobil as the 137th highest intensity77.
has very high historical emission. Heede ranks it as the second largest historical emitter. In a
historical perspective, ExxonMobil has caused 3 % of total global emissions.78
ranks 4th among the world’s oil and gas companies when it comes to oil and gas reserves. Its reserves
will possibly emit 7.96 GtCO279
scores an E- when it comes to lobby activity, as the only one of the so-called big oil companies80

On top of this, ExxonMobil is heavily involved in tar sands, owning 69.6 per cent of one of Canada’s largest
oil companies – Imperial Oil.81 Tar sands is one of the main activities of Imperial Oil, the company is
involved in three different tar sands projects 82.

75

This is bonds from three different companies; Total Capital International SA (France), Total Capital SA (France) and
Total Capital Canada Ltd (Canada).
76
http://www.bsdconsulting.com/bsd-files/news-downloadable-pdfs/S035283_Greenhouse_final_%284%29.pdf
77
https://environmental-tracking.etindex.com/#!/et-carbon-rankings
78
http://link.springer.com/article/10.1007/s10584-015-1472-5
79
http://fossilfreeindexes.com/research/the-carbon-underground/
80
http://influencemap.org/filter/List-of-Companies-and-Influencers
81
http://corporate.exxonmobil.com/en/current-issues/oil-sands/canadian-oil-sands/overview;
http://corporate.exxonmobil.com/en/company/worldwide-operations/locations/canada/about/overview
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http://www.albertacanada.com/files/albertacanada/AOSID_QuarterlyUpdate_Fall2016.pdf and
http://www.imperialoil.ca/en-ca/company/operations/oil-sands
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Over the past year, ExxonMobil's approach on climate change has received much media criticism. The
critics have been focusing on two areas: First, ExxonMobil has lied about global warming83. The company is
accused of having been familiar with facts about global warming since the 1970s, without acting. The
second allegation is that ExxonMobil has oversold the value of their reserves, or their assets on the
ground. This has put ExxonMobil under investigation in the United States 84. Unlike many other oil and gas
companies, ExxonMobil has not taken into account that the value of their oil and gas reserves is likely to
decrease due to action taken to reduce greenhouse gas emissions. ExxonMobil has thus not written down
the value of its reserves. This has led the US Securities and Exchange Commission to start an investigation
of ExxonMobil’s own assessment of their own values, taking climate regulations into account 85.
ExxonMobil argues that they expect an increase in the use of fossil fuels in the years to come86.
ExxonMobil has a long history on contradicting knowledge about fossil fuels having an impact on the
climate. As early as 1977, ExxonMobil’s Senior Management was briefed by the company’s own scientists
about the connection between the use of fossil fuels and global warming. Since then, the company has
had a deliberate strategy of blurring this connection.87 88 A number of different funds have already
divested from ExxonMobil because of this, and other related issues.89
The Fund has been an ExxonMobil shareholder for several years, and has also taken part in the General
Assemblies. The votes cast by the Fund are publicly available, and shows that Norges Bank voted in favour
of a shareholder proposal suggesting to include year by year analysis on how ExxonMobil’s portfolio
wound be affected by policies adopted to reach the two degree target. The ExxonMobil board voted
against this proposal.90 It is possible to argue that the approach taken by the ExxonMobil board on these
issues contradicts the Fund’s expectations to companies, as expressed in the Fund’s Climate Change
Strategy. 91
We will argue that the Council of Ethics should consider if ExxonMobil’s total practice is in contradiction to
the formulation in Climate Criterion, regarding “acts or omissions that on an aggregate company level lead
to unacceptable greenhouse gas emissions,” and thus should be excluded from the Fund’s portfolio.
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http://www.latimes.com/local/lanow/la-me-ln-investigation-exxonmobil-20151015-story.html
http://www.rollingstone.com/politics/news/did-exxon-lie-about-global-warming-20160630
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http://www.ibtimes.com/exxon-valuation-practices-under-scrutiny-securities-exchange-commission-2419431
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https://www.theguardian.com/business/2016/sep/21/exxonmobil-securities-exchange-investigation-oil-prices
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http://energiogklima.no/nyhet/fem-paa-fredag/fem-pa-fredag-om-exxons-famose-undergraving-av-egenklimaforskning/
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http://energiogklima.no/nyhet/fem-paa-fredag/fem-pa-fredag-dagens-kull-olje-og-gassfelt-vil-sprengekarbonbudsjettet/?utm_source=Ukentlig+Nyhetsbrev&utm_campaign=2494ad1312RSS_EMAIL_CAMPAIGN_NYHETSBREV&utm_medium=email&utm_term=0_e80129e427-2494ad1312-255504593
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http://www.facing-finance.org/files/2016/02/ff_dp4_EN_WEB.pdf
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https://www.nbim.no/en/the-fund/holdings/
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https://www.nbim.no/globalassets/documents/climate-change-strategy-document.pdf
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3.3. The Fund’s Cement investments
This section concentrates on the cement industry. The reason for this is that this is an industry that has
very high levels of Emission Intensity. But it is also possible to identify quite large differences inside the
industry. This is why we want to take a closer look at Cement companies that enjoys investments from the
Fund, and their greenhouse gas emissions.

Cement and greenhouse gas emissions
The cement industry counts for 5 % of all global greenhouse gas emissions. 92 This industry is also one of
the most Emission Intensive industry sectors, higher than for example the extractive industries, the
chemical industry and the air transport sector. According to the CDP, the way the cement industry is run
at the moment (2016) is not in accordance with the Paris Agreement. 93
Cement production requires huge amounts of both energy and water. One source for cement extraction is
limestone, which melts at temperatures as high as 1450 C. The transformation from limestone into
cement is a chemical process which in itself requires very much energy. 94 Fossil energy is frequently used
in this process: Around 90 % of the energy used by the cement industry comes from coal. You need
between 200 and 450 kilos of coal to produce one ton cement, and thus it is not that surprising that the
cement industry consumes around 4 % of the total global production of coal. 95
However, several actors, within the industry, but also among investors, the media and the environmental
movement, have started to look into the climate challenges that the cement industry poses. There are
major differences among the companies in this sector. Our recommendation is that the Council of Ethics
starts to look at the worst case climate offenders within the sector. We will name them later on.

Of Cement and the Fund
In recent years, the NBIM, which manages the Fund, has either divested from or reduced its exposure to
industries or companies based on responsible management principles and increased long term risk. Doing
this, the NBIM looks at sectors with significant environmental or social challenges. When the NBIM
recognizes a sector where the risk according to these criteria is high, it looks for companies in the sector
that are particularly exposed to these risks. In 2015, the NBIM disinvested from 73 companies due to such
risk assessments.96 97
One of the sectors assessed by the NBIM in 2015 was Cement production, and the NBIM discovered that
the industry has high greenhouse gas emission and is especially energy intensive. In addition, the industry
faces challenges linked to toxic waste, biodiversity and worker-safety consideration – among other issues.
The NBIM used the following criteria investigating the cement industry:
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http://www.globalcement.com/magazine/articles/989-stranded-assets-and-the-threat-to-industry
https://b8f65cb373b1b7b15febc70d8ead6ced550b4d987d7c03fcdd1d.ssl.cf3.rackcdn.com/cms/reports/documents/000/000/622/original/cementreport-exec-summary-2016.pdf
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http://www.economist.com/news/business/21705861-why-grey-firms-will-have-go-green-crackssurface?fsrc=rss%7Cbus
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http://www.globalcement.com/magazine/articles/974-coal-for-cement-present-and-future-trends
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https://www.nbim.no/en/transparency/reports/2015/responsible-investment-20152/
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This practice is different from the work done by the Council of Ethics. The NBIM itself states the following in its
Annual Report: “Risk based divestments differ from exclusions based on the rules of exclusion and observation. The
latter is done on ethical grounds and the Board makes the decisions after recommendations from the Council of
Ethics.” The risk of i.e environmental damage can also imply financial risk that could go beyond assessments made on
ethical grounds only.
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-

Exposure to high-risk markets
Cement production accounts for a relevant part of the company’s business
Estimated Emission Intensity is higher than the industry average
Conditions showing that the company has multiple challenges related to environmental and social
issues

The result of this work led to the Fund disinvesting from eight cement companies.

98

On this background, it is very interesting to see where the Fund is still involved. In 2016, CDP made an
assessment of numerous cement companies based on climate criteria. 99 They analysed the climate
practice of 12 companies, where the grade 10 is the lowest grade. Below, you can find a table showing the
Fund´s investments in the companies that score lower than 7.6 from CDP – which means they are in the
bottom quarter of the study. The table also shows that the Fund has increased its investments in these
four companies from 2015 to 2016.
Table 8: Wort case climate offenders in the CDP analysis of cement companies100

Rank (of a
total of 12
companies)

Company

Country

Investments Investments
by the Fund by the Fund
2015 (USD)

Changes in the
Fund’s
investments
2015 - 2016

2016 (USD)

CDP
Score (1
to 10, 1
ranks
highest)

12 Italcementi101 Italy

55,119,130

0

- 55,119,130 8.7

11 Cementir

Italy

17,029,664

12,170,311

- 4,859,353 8.4

10 Taiheiyo
Cement

Japan

44,125,077

67,217,409

+ 23,092,332 8.2

9 Buzzi
Unicem

Italy

30,796,254

74,805,336

+ 44,009,082 7.7

147,070,125

154,193,056

The Fund’s
total
investments

+ 7,122,931

As this table shows, the Fund has invested more than 150 million UDS in the bottom four companies
according to the CDP ranking. Also: The NBIM has increased its engagement in two of the companies
ranked by the CDP as worst case climate offenders. We would argue this aligns badly with the analysis
made by the NBIM last year, as well as with the Climate Criterion.
Every year, the organisation Environmental Tracker presents an analysis of the Emission Intensity for
several companies. The two companies with the poorest results in 2015 were two cement companies:
Cemex and HeidelbergCement. They can show some improvement from 2015 to 2016, but still we find
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https://www.nbim.no/en/transparency/reports/2015/responsible-investment-20152/
CDP 2016: Visible Cracks https://b8f65cb373b1b7b15febc70d8ead6ced550b4d987d7c03fcdd1d.ssl.cf3.rackcdn.com/cms/reports/documents/000/000/622/original/cementreport-exec-summary-2016.pdf
100
Ibid.
101
Italcementi was acquired by HeidelbergCement in October 2016. http://www.italcementigroup.com/ENG
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HeidelbergCement as number 701 of 800, while Cemex is out of the list. We have included the ET Index
Rating in the table below, please note that this table ranks among 800 companies.
We have also analysed the Fund’s investments in the ten largest cement companies worldwide.102 As
shown in Table 9, the Fund has invested more than 866 million USD in the ten largest companies.

Table 9: The world’s largest cement companies and the Fund’s investments

Rank
accord
ing to
compa
ny size

Company

Country

1 LafargeHolcim

Switzerlan
d

2 Anhui Conch103

China

3 CNBM (Sinoma)

China

4 HeidelbergCem
ent

Germany

5 Cemex
6 Italcementi

104

The Fund’s
investments 2015
(USD)

The Fund’s
investments 2016
(USD)

Changes in the
Fund’s
investments 2015 2016 (million USD)

474,569,106

412,549,048

9,532,974

0

-

ET
Index
Rating

- 62,020,058

663

9,532,974

NA

-

NA

291,209,070

282,855,846

- 8,353,224

701

Mexico

82,790,102

126,257,934

+ 43,467,832

NA

Italy

55,119,130

0

- 55,119,130

NA

7 China
Resources

China

8 Taiwan Cement

Taiwan

9 Eurocement

Russia

-

NA

Brazil

-

NA

10 Votorantim
The
Fund’s
total
invest
ments

35,247,065

948,467,447

44,787,707

866,450,535

NA
+ 9,540,640

- 82,016,914

The table shows that the Fund has increased its investments in two of the companies: Taiwan Cement and
Cemex. This could mean that the share value of the companies has increased, but on the other hand, it
could mean that the Fund has acquired more equity or bonds in the company. Neither ET Index nor CDP
have information on Taiwan Cement on their rankings.
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Global Cement Directory 2016. http://www.globalcement.com/magazine/articles/964-preview-the-top-100-globalcement-companies-and-global-per-capita-capacity-trends
103
The Fund had invested 9,5 million USD in 2015 but has no investments there in 2016.
104
Italcementi was acquired by HeidelbergCement in October 2016.
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Cemex has the highest Emission Intensity on the environmental tracker list. CDP 105 gives Cemex an
average score, but it receives the second lowest grade on emission management, which includes emission
intensity, targets for emission reduction and how the company performs in its efforts to reach this target.

Will the industry be able to reduce its greenhouse gas emissions?
The cement industry does indeed have a great potential for reduction in its greenhouse gas emissions, and
it will even be profitable. One obvious reason behind this is the simple fact that energy does not come for
free. A company that manages a more energy efficient way of heating limestone, for example, will be able
to cut their cost sharply.106 It is therefore worth noting that the largest actor in this industry,
LafargeHolcim, with some margin receives the best scores in the CPD assessments. This is partly due to
the restructuring of operations, resulting in lower energy consumption. The company has low emission
intensity and robust target of emission reduction.
On the basis of this report, we do not recommend exclusion from the industry as a whole. An important
reason for this is differences among the companies. The fact that some companies lead from the front,
shows that other companies choose not to reduce greenhouse gas emissions in spite of their possibilities.
The Council should consider looking notably on companies that score poorly according to the CDP
assessments and consider them for exclusion under the Climate Criterion. Here, we will highlight the
following companies: Cementir, Taiheyo Cement and Buzzi Unicern.
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CDP 2016: Visible Cracks https://b8f65cb373b1b7b15febc70d8ead6ced550b4d987d7c03fcdd1d.ssl.cf3.rackcdn.com/cms/reports/documents/000/000/622/original/cementreport-exec-summary-2016.pdf
106
http://www.economist.com/news/business/21705861-why-grey-firms-will-have-go-green-crackssurface?
fsrc=rss%7Cbus
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Conclusive remarks and recommendations
In January, 2016, the so-called Climate Criterion was included in the ethical guidelines for the Government
Pension Fund Global. The Climate Criterion states that observation and exclusion may be imposed for
companies that contribute to or is responsible for “acts or omissions that on an aggregate company level
lead to unacceptable greenhouse gas emissions.107” One year on, in March 2017, this criterion has not led
to observation or exclusion of any companies. This report by the Future in our hands suggests various
approaches that the Council of Ethics may adopt in order to operationalize the Climate Criterion.
The report confirms that the Fund currently invests heavily in companies with high emission intensity,
large absolute greenhouse gas emissions, large fossil reserves in the ground, and also score very badly on
the ranking of anti-climate lobbyists.
From these categories, we put the strongest emphasis at emissions intensity and fossil reserves in the
ground. These are two elements that the Council also should emphasise in its assessment of companies.
Emission intensity is highly relevant as it makes it possible to compare companies' greenhouse gas
emissions, regardless of company size. Fossil reserves are relevant since it says something about the size
of the company's potential emissions, given that the company continues to extract these reserves.
Future in our hands will make the following recommendations:
•
•

•

•

•

•
•
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The Council of Ethics should recommend the exclusion of ExxonMobil from the Fund’s portfolio
The Council should consider all companies receiving the overall grade E or worse in the survey in
part 2 for exclusion or divestment (see table 6). In addition to ExxonMobil, this applies to Occidental
Petroleum Corp, ConocoPhillips, BP PLC, Eni SpA, Canadian Natural Resources Ltd, Chevron Corp,
Petroleo Brasileiro (Petrobras), EOG Resources Inc and Total SA.
The Council should consider the companies scoring particularly low at Fossil Free Indexes makes
over the fossil reserves of the companies. Here, we will mention Gazprom, PetroChina, ExxonMobil,
Lukoil, BP, Royal Dutch Shell, Petrobras, Chevron and Novotek.
The Council should consider the companies scoring particularly low at the list from ET Index
regarding emission intensity. Here, we will mention Industries Qatar QSC, Nippon Steel & Sumitomo
Metal Corp, Southern Copper Corp, Grupo Mexico SAB de CV and Mitsui & Co Ltd.
The Council should consider the companies scoring particularly low at the list from InfluenceMap
regarding lobby activity opposing regulation on climate and environment protection. Here, we will
mention Reliance Industries, Phillips 66, Valero Energy, Comcast, Chevron, ExxonMobil, Occidental
Petroleum, LyondellBasell Industries, Foxconn and ConocoPhillips.
The Council should consider all companies involved in tar sands extraction for observation or
exclusion according to the Climate Criterion.
The Council should consider the cement companies scoring low in climate analyses for observation
or exclusion according to the Climate Criterion. Here, we will highlight three companies: Cementir,
Taiheyo Cement og Buzzi Unicern.

https://lovdata.no/dokument/INS/forskrift/2014-12-18-1793?q=etikkrådet (Norwegian)
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Appendix

Appendix 1: Top 25 oil and gas companies in the Fund, with scores in all categories

Ranking
Country
United
1 Kingdom
2 United States
3 United States
United
4 Kingdom
5 France
6 United States
7 Italy
8 Canada
9 Brazil
10 United States
11 United States
12 United States
13 United States
14 Japan
15 United States
16 Canada
17 United States
18 United States
19 United States
20 Canada
21 Canada
22 China
23 United States
24 Russia
25 China
Name
Royal Dutch Shell PLC
Exxon Mobil Corp
Chevron Corp

Market Value(NOK)
2,33
0,82
0,92

10
2

19
11
24

3,80 % F
2,20 % F
4,80 % F
25 5,00 % F
28 5,60 % F
N/A
30 6,00 % F
54 10,80 % E20 4,00 % F
99
19,80
% E+
44
8,80 % E82 16,40 % E
57 11,40 % EN/A
N/A
N/A
N/A
72 14,40 % E
55
11,00
%
EN/A
94 18,80 % E+
N/A
38
7,60 % EN/A
N/A
2,00 % F
0,40 % F

1,65
1,62
0,95 N/A
1,72
0,99
0,76
0,79
0,74
0,98
0,83
3,06 N/A
0,96 N/A
0,92
1,12
0,74 N/A
0,85
0,79 N/A
0,81
0,49 N/A
0,99 N/A
0,4
0,27

N/A

656
569
661
678
659
670
711
679
662
713

511
677
592

63,88 % D
84,63 % E
74,00 % D-

670
679
669
687
708
686
698
712
668
681
711

82,00 % E
71,13 % D82,63 % E
84,75 % E
82,38 % E
83,75 % E
88,88 % E84,88 % E
82,75 % E
89,13 % EN/A
83,75 % E
84,88 % E
83,63 % E
85,88 % E
88,50 % E85,75 % E
87,25 % E
89,00 % E83,50 % E
85,13 % E
88,88 % E-

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

6F
11 F
N/A
13 F
25 E8F
24 E14 F
N/A
22 E21 EN/A
N/A
N/A
N/A
26 EN/A
19 E17 E30 E1F
N/A

7F
4F
9F

DDE+
DCD
E+
EN/A
EN/A
F
N/A
F
N/A
N/A
N/A
E
N/A
E
N/A
N/A

D
EE-

EE
x
EE+
E
E
Ex
Ex
x
x
x
x
x
x
E
x
x
x

E+
EE

Utslippsint
Totalutslipp Totalutslipp Totalutslipp ensitet Utslippsint Utslippsinte
2015 (CDP)* 2015
2015
(ET)** (av ensitet nsitet
Reserver Reserver
Samlet
Market Value(USD)
Ownership (av 500) prosent karakter 800)
prosent karakter (FFI)**** (karakter) Lobby ***** karakter

2 028 134 215
2 017 589 946
1 106 105 808
1 017 168 643
541 809 327
475 392 509
459 272 935
456 635 610
456 416 937
450 618 146
448 542 162
432 296 787
358 564 706
345 891 248
340 571 477
331 095 682
313 774 639
285 523 941
272 445 497
262 789 137
238 854 120
233 525 023

46 152 994 682 5 361 826 583
26 390 533 558 3 065 921 623
17 560 607 140 2 040 104 458

BP PLC
17 457 570 881
TOTAL SA
17 366 808 976
Schlumberger Ltd
9 521 026 960
Eni SpA
8 755 482 529
Suncor Energy Inc
4 663 732 146
Petroleo Brasileiro SA
4 092 036 099
EOG Resources Inc
3 953 283 642
ConocoPhillips
3 930 582 337
Halliburton Co
3 928 700 070
Occidental Petroleum Corp
3 878 785 819
Inpex Corp
3 860 916 368
Phillips 66
3 721 081 053
TransCanada Corp
3 086 417 418
Valero Energy Corp
2 977 328 091
Kinder Morgan Inc/DE
2 931 537 099
Anadarko Petroleum Corp
2 849 972 299
Enbridge Inc
2 700 877 958
Canadian Natural Resources Ltd
2 457 704 427
CNOOC Ltd
2 345 129 105
Marathon Petroleum Corp
2 262 010 053
Gazprom PJSC
2 055 984 607
China Petroleum & Chemical Corp 2 010 113 343
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Appendix 2: Suggestions from the Skancke Committee108
119. We propose that the interpretation and application of the criterion be left to the Council on Ethics.
This would reflect the division of roles and responsibilities already established in the present system. We
have thus not attempted to develop a comprehensive set of directions to guide the application of the new
criterion, but recommend that the following elements be considered:
a. An underlying basis for the existing exclusion mechanism is that it only targets the worst forms of
conduct breaching fundamental ethical norms. It is clear that the threshold for excluding companies
based on conduct with regard to climate emissions should also reflect this. The assessment should take
into consideration such “worst forms” within specific comparable operations, sectors, and industries,
based on, for example, what is considered generally acceptable international standards.
b. In considering the severity of a breach of ethical norms in this area, it seems reasonable to focus on
emission intensity, not necessarily absolute emissions. It could be problematic to have a system in which
a large emitter of CO2 in absolute terms were to be excluded, while the exact same emissions would be
allowable if the company had been split into smaller pieces that individually had much lower emissions.
Emission intensity can be gauged by a number of measures, for instance carbon emissions relative to
turnover or produced units. There is no one “true” and uncontested method of measuring and attributing
carbon emissions to individual companies. Considering companies that operate in several sectors further
complicates the issue. However, the issue is not one of giving a complete and detailed mapping of carbon
emissions from the Fund’s portfolio, but rather to use emission intensity as one of several indicators to
identify the worst breaches of ethical norms. Even if methodological issues can make it difficult to
establish true absolute measures of emission intensity, it can still be possible to get a reasonably reliable
indication of how one company is doing in this area relative to its peers.
c. Inns. 200 S (2013-2014) notes that one should consider how the system for exclusions could be altered in
order for Norges Bank to put more emphasis on the breadth of a company’s activities. In this new
criterion, we propose that the Council on Ethics also apply a more holistic approach to company activities
than is the case for the application of the other ethical criteria.
d. One specific issue for carbon emissions relates to the location of emissions. The system of curbing CO2
emissions and limiting global climate change is based on an underlying supposition that activities in one
area can be offset by activities in other areas, for example by the trading of quotas. This is a fundamental
difference from the suppositions underpinning existing ethical criteria. The whole idea behind emissions
trading schemes is that a political decision is made to regulate the total level of emissions from activity
covered by the scheme, and that the price signals from the quota market contribute to achieving this
level in the most efficient way. It may thus be hard to argue that CO2 emissions covered by an efficient
trading scheme are unethical since the emitter must have contributed to offsetting reductions elsewhere
by buying quotas. This is not to say that buying quotas (or adhering to any type of regulation or scheme)
would necessarily be regarded as sufficient to avoid exclusion. We have seen instances in which
exclusions of companies based on the environmental criterion have followed from activities in areas with
weak institutions or insufficient regulations, for example in cases concerning illegal logging. Decisions to
move production to inadequately policed areas or areas with insufficient climate legislation or other
108

Suggestions from the Skancke Committee, regarding elements the Council of Ethics should consider when they
implement the Climate Criterion.
https://www.regjeringen.no/contentassets/d1d5b995b88e4b3281b4cc027b80f64b/expertgroup_report.pdf, p 51-52
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attempts to benefit from weak institutions, coupled with actual severe environmental damage through
very high carbon intensity in production, could in this way lead to exclusion.
e. As with the present criteria, it follows from the wording in § 2 Section 3 of the Ethical Guidelines (“if there
is an unacceptable risk”) that the assessment of the Council should be forward-looking. Companies with
concrete and credible plans for reducing carbon emissions from their operations to an acceptable level
should not be excluded from the Fund, even if present emissions are high. Conversely, companies can be
excluded if there is sufficient reason to believe that their carbon footprint is about to get significantly
worse through new investments in carbonintensive activities.
f. One element that could be included in an assessment of a company with regard to this new criterion,
may be information that the company actively lobbies against international agreements aiming at
reducing greenhouse gas emissions or otherwise hinders the development towards a global strategy on
climate change.
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