Transition Pathway Initiative (TP

Management Quality Scores,
powered by LSEG

Measuring companies’ governance of emissions
reduction and transition planning

Overview

Management measures adopted by companies to reduce emissions can take several years before they produce real-world
reductions. Investors, therefore, need a way to measure the quality of climate transition commitments and management to
complement emissions-based metrics.

The Transition Pathway Initiative (TPI), launched in 2017, is a global initiative led by asset owners and supported by asset
managers, in partnership with FTSE Russell, an LSEG business, and the TPI Centre, part of the Grantham Research Institute
on Climate Change and the Environment at the London School of Economics and Political Science. Aimed at investors, TPI
assesses companies’ preparedness for the transition to a low-carbon economy, supporting efforts to address climate change.
Full details on TPI, including its research methodologies, are available at transitionpathwayinitiative.org.

TPI inputs provide forward-looking views on company alignment with the climate transition via the Management Quality (MQ)
Scores, which assess companies’ climate governance activities in line with the Task Force on Climate-related Financial
Disclosures (TCFD) recommendations. Up to 23 specific MQ indicators are used to map companies from Level O - Level 5.

LSEG via FTSE Russell is a data partner to TPI and provides the data that underpins the Management Quality assessment. We

are also a member of TPI's Technical Advisory Group.

TPI’s Management Quality framework tracks the progress of companies through the following levels:

Level 0
Unaware

MQ1. Company does not
recognise climate change as
a significant issue for the
business.

Source: 2023-methodolo

Level 1
Awareness

MQ2. Company recognises
climate change as a relevant
risk/opportunity for the
business.

MQ3. Company has policy
(or equivalent) commitment
to action on climate change.

Level 2
Building capacity

MQ4. Company has set
GHG emission reduction
targets.

MQ5. Company has
published information on its
operational GHG emissions
(Scope 1 and Scope 2).

Level 3
Integrating into

operational
decision making

MQ6. Company has
nominated a board
member/committee with
explicit responsibility for
oversight of the climate
change policy.

MQ7. Company has set
quantitative targets for
reducing its GHG emissions.

MQ8. Company reports on
its Scope 3 GHG emissions.

MQ9. Company has had its
operational GHG emissions
data verified.

MQ10. Company supports
domestic & international
efforts to mitigate climate
change.

MQ11. Company has a
process to manage climate-
related risks.

MQ12. Company discloses
materially important Scope 3
GHG emissions.
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Level 4
Strategic assessment

MQ13. Company has set
long-term quantitative targets
(>5 years) for reducing its
GHG emissions.

MQ14. Company has
incorporated climate change
performance into executive
remuneration.

MQ15. Company has
incorporated climate change
risks and opportunities in its
strategy.

MQ16. Company undertakes
climate scenario planning.

MQ17. Company discloses
an internal carbon price.

MQ18. Company discloses
the actions necessary to
meet its emissions-reduction
targets.

LSEG

Level 5

Transition planning
and implementation

MQ19. Company quantifies
the key elements of its
emissions-reduction strategy
and the proportional impact
of each achieving its targets.

MQ20. Company’s transition
plan clarifies the role that will
be played by offsets and/or
negative emissions
technologies.

MQ21. Company commits to
phasing out capital
expenditure in carbon
intensive assets or products.

MQ22. Company aligns
future capital expenditures
with its long-term
decarbonisation goals and
discloses how the alignment
is determined.

MQ23. Company ensures
consistency between its
climate change policy and
the positions taken by trade
associations of which it is a
member.
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Transition Pathway Initiative (TPl) Management Quality Scores, powered by LSEG

The evolution of the TPl Management Quality methodology

In 2024, Level 5 was introduced as an enhancement to the TPl Management Quality framework. Level 5 tests companies on
whether they have transition plans that include defined, quantified and financed actions to reach net zero. This gives greater
insight into the rigour of companies’ transition plans and the associated likelihood of their implementation. The number of

indicators within the levels has also increased from 19 to 23 to provide greater differentiation of high-performing companies.

Features

The TPI MQ dataset is a unique dataset that evaluates
and tracks the quality of companies’ governance of their
GHG emissions, and risks and opportunities related to
the low-carbon transition.

It evaluates companies against 23 indicators which
cover policies, reporting, target-setting, responsibilities
and accountabilities. Each metric is assessed on a
Yes/No basis based on information and evidence
published by the company.

The LSEG TPI MQ Bulk service includes the 23
indicators used in the Management Quality assessment
and the overall MQ score across all companies in the
LSEG Climate company universe. The underlying data
points used to derive the indicators are included in the
LSEG Climate data Bulk service.

Benefits

Expanded company coverage across more than 13,000
public companies with history going back to fiscal year 2018

The TPI MQ scores are based on a transparent and robust
assessment methodology that can serve as a data-led input
into the dialogue between investors and management on
transition strategies

The 23 TPl MQ indicators are mapped against the TCFD
recommendations, facilitating aligned reporting

With more than 150 investors having pledged their support
for the TPI globally, representing over US$60 trillion in
combined assets under management and advice, the TPI MQ
scores are among the most-used tools for assessing climate
transition management within the global investor community

The TPI MQ dataset, powered by LSEG allows for data
standardisation and interoperability with other LSEG
datasets including: ESG, Climate, Green Revenues, regulatory
or financial data

Using TPI Management Quality data in practice

Examples of how investors use TPI data include:

ESG integration and portfolio analysis

Many investors want to understand whether their
holdings align with the pathways set by the Paris
Agreement, so build TPI data into their portfolio
construction, stock selection or risk management
processes.

Voting

Investors use it to shape approaches to proxy
voting.

Delivery

Active ownership

Investors use TPI’s robust data as a foundation
for a broad engagement strategy or for individual
corporate engagements (often with laggards on
this issue).

Exclusions

Investors use it to shape a sophisticated
exclusion policy.

Product creation

Investors can integrate the data into
climate-sensitive product offerings, such as
proprietary scores and analytics, to drive more
climate-aware company behaviours.

Due diligence

Investors use it as part of investee due diligence
procedures or to vet potential clients.

The TPI MQ Scores dataset is available via the LSEG Data Platform which is cloud-native and uses the latest technologies to
ensure highly scalable and secure delivery. The Bulk Service allows for pre-canned files containing the entire universe to be
downloaded to the client machine — ideal for financial professionals to actively integrate TPl MQ factors into their models,

workflows and analysis.

Republication or redistribution of LSE Group content is prohibited without our prior written consent. The content of this publication is for
informational purposes only and has no legal effect, does not form part of any contract, does not, and does not seek to constitute advice of
any nature and no reliance should be placed upon statements contained herein. Whilst reasonable efforts have been taken to ensure that
the contents of this publication are accurate and reliable, LSE Group does not guarantee that this document is free from errors or
omissions; therefore, you may not rely upon the content of this document under any circumstances and you should seek your own
independent legal, investment, tax and other advice. Neither We nor our affiliates shall be liable for any errors, inaccuracies or delays in the
publication or any other content, or for any actions taken by you in reliance thereon.
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https://www.lseg.com/en/data-analytics/sustainable-finance/climate-transition-data
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