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A series of reports published by the IPCC providing a full scientific and technical
assessment of climate change. Often referred to by the acronym AR and version
number — for example AR5 being the Fifth Assessment Report published in 2014,
and the latest of the ARs. .

The period in history against which a company tracks performance over time.

A unit used to express greenhouse gases in standard units of global warming
potential, namely the equivalent volume of carbon dioxide that would create the
same warming impact.

Intergovernmental Panel on Climate Change

A GHG concentration trajectory developed in the IPCC 5th Assessment Report (AR5)
for climate modeling and research. RCP 2.6 assumes that global annual GHG
emissions peak by 2020, with emissions declining substantially thereafter.

Science based targets. Greenhouse gas emission reduction targets set in line with
climate science.

Science Based Target Initiative

The year by which a company intends to meet the emissions reduction committed
toin a target

Targets set to align with limiting global warming to 1.5°C above pre-industrial
levels

Targets set to align with limiting global warming to well-below 2°C above pre-
industrial levels
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Introduction
Core Laboratories commissioned Trucost help calculate appropriate greenhouse gas (GHG) emissions
reduction targets in line with the latest Science Based Target Initiative (SBTi) methodologies.

As of February 2019 the SBTi updated its recommendations regarding science-based target setting to
update the previous recommendations to achieve 2°C limits in global climate change. It now
encourages companies to set GHG emissions reduction targets consistent with the most ambitious
aim of the Paris Agreement, to limit average global warming to 1.5°C. SBTi communicated’ the new
targets submitted for validation will only be accepted if they are consistent with limiting warming to
well-below 2°C (WB2C) or 1.5°C (1.5C) above pre-industrial levels. These are consistent with the
context of strengthening global response to the threat of climate change. Based on this
communication, targets consistent with limiting warming to 2°C will no longer be approved by the
SBTi. Core Laboratories has previously set an SBT for its six ATCs, and these are updated within this
report to take into consideration latest recommendations and the expansion of scope to include 12
mid-level ATCs and two manufacturing sites. It should be noted that Singapore is included as a 13*"
ATC within footprint analysis, but this is excluded in the SBTs as the site has been sold and is no
longer a part of the Core Laboratories operations.

Core Laboratories has been tracking its GHG emissions for several years, expanding from six sites in
2015 to 21 sites in 2019 (for FY2018 data). Based on the emissions profile of Core Laboratories
wherein Scope 3 emissions account for majority (over 40%) of the company-wide emissions Trucost
recommended the inclusion of Scope 3 emissions in the setting of a science-based target, in line with
SBTi recommended practice. It should be noted that while the recommendations within the report
relate to SBTi guidance, it is unlikely that the scope of the target (covering only 20 sites and not the
full range of operating practices) would be accepted for a formal endorsement from SBTi at this
stage.

Science-based target methodologies

There are generally many methodologies to calculate science-based targets (SBTs). The basic
components of a SBT are the base year and target year—covering the timeframe over which the target
is to be achieved, the boundary—covering the types of emissions, and the metric—covering the setting
of either an absolute or intensity based target. For more information and recommendations on setting
SBTs please refer to the SBT manual.

The three main publically available agreed approaches are:
e Sector-based
e Economic-based
e Absolute-based

Each of these have variation to methodologies within them, with a range of tools and resources
available to support them. Different methodologies have varying suitability for different organizations
—depending on sector, type of business model and output/activity, metric, and ambition. Overall the

! Science Based Targets initiative announces major updates following IPCC Special Report on 1.5°C:
https://sciencebasedtargets.org/2019/02/20/science-based-targets-initiative-announces-major-updates-following-ipcc-special-
report-on-1-5¢/
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methods can be grouped into two main approaches to allocate emissions at a company level -
convergence and contraction. Briefly, the convergence approach attributes companies within a given
sector to reduce their emissions intensity to a common value by 2050 as dictated by a global
emission reduction pathway. The reduction responsibilities allocated to a company vary depending
on its initial carbon intensity and growth rate relative to those of the sector. The contraction
approach attributes companies to collectively reduce their absolute emissions or economic
emissions intensity at the same rate, irrespective of initial emissions performance, and do not have
to converge upon a common emissions value.

SBTi recommends companies to screen several of the methods and choose the method and target
that best drives emissions reductions to demonstrate sector leadership. In 2016, Core Laboratories
set an internal economic-based SBT, however the SBTi has since updated its guidelines and
recommendations. Following a review of appropriateness of all public approaches, Trucost
considered two methods, Absolute-based and Economic-based, to set updated and expanded Core
Laboratories science-based targets. Though the economic-based GEVA approach is included for
reference, this no longer conforms to best available practice.

The following methods were used to calculate potential science-based targets for Core Laboratories:
1. Absolute-based: The absolute emission based approach sets targets based on tons of carbon
equivalents (tCO2z¢e). When referring to this method at a global level, the SBTi suggests using
the scenarios outlined in climate reports such as the IPCC Assessment Reports.

For FY2018, Core Laboratories has a GHG footprint of 50,748 tCOze, based on market-based scope 2
emissions. This is considered to be the base year against which to set targets as it is the latest
available data. Two potential target dates were considered, 2023 (the shortest possible date for an
SBT, with 5 -15 years recommended for SBT setting) and 2025 (simply as a milestone year).

Economic-based: The economy based approach sets targets based on tCOze normalized by a
financial or production figure (for example tCOze per $m value added or per number of units
sold).

The GHG Emissions per Unit of Value-Added (GEVA) target setting method equates a carbon
budget to total global GDP and a company’s share of emissions is determined by its gross
profit, since the sum of all companies’ gross profits worldwide equate to global GDP. In 2016,
Core Laboratories set a GEVA based target across its six ATCs, with a 5% year-on-year
reduction of emissions per value added unit. This actually equated to an absolute increase in
emissions, due to predicted increase in gross profit over the timeframe.

Since its introduction by Jorgen Randers in 2012, the GEVA method of SBT setting has been
questioned as to whether it would constrain global emissions to a specified budget in its
current formulation. As such, SBTi currently accepts GEVA based SBTs for Scope 3 only, and
to achieve the required updated reduction (for WB2C scenario, a minimum of 7% reduction
per unit of value added is required (SBTi, 2019)).

For reference, Trucost has calculate Core Laboratories’ WB2C GEVA SBT, but would only be
endorsed by SBTi if scope 1 and 2 targets are at least as aggressive as the absolute based
approach.

trucost.com
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Science-based target results

1. Absolute-based targets

The absolute method requires all companies to reduce their own emissions by the same percentage of absolute
emission reductions as required for a given scenario (e.g. globally or for a sector).

To achieve the recommended reduction levels, Core Labs would need to set a target requiring a 45% reduction by
2030 from 2010 levels to stay under 1.5°C and reach net zero by 2050, using the IPCC special report published in
October 2018. In comparison to 2018 emissions, Core Laboratories latest baseline year assessment, this equates
to 12.5% reduction by 2023 for a ‘well below 2 degree’ scenario (WB2C) and 21% for a 1.5 degree scenario (1.5C).
Emissions for the 21 sites would need to decrease from 50,748 tCO:ze to 44,405 tCO2¢e by 2023 under the WB2C
scenarios and or to 40,091 tCO2e under the 1.5C scenario.

EXHIBIT 1: ABSOLUTE SCIENCE BASED TARGETS (SCENARIO: IPCC SPECIAL REPORT, 2018)

Long term SBT trajectories
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EXHIBIT 2: ABSOLUTE BASED TARGET, 2023

Base WB2C 1.5C
year Target Percentage Target Percentage
2018 year 2023 reduction year 2023 reduction
1 issi 7
Scope 1 emissions 4,541 3,973 12.5% 3,58 21%
(tCO2e)
2 emissi 7
Scope 2emissions |, g9 10,929 12.5% 986 21%
(tCO2e)
Scope 1 & 2 12.5% 13,455 21%
17,031 14,902
emissions (tCO2e) ’ ’
Scope 3 33,717 29,502 12.5% 26,636 21%
Total 50,748 44,405 12.5% 40,091 21%

trucost.com
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By 2025, reductions of 19% and 27% are required under the WB2C and 1.5C scenarios respectively
from the baseline year of 2018.

EXHIBIT 3: ABSOLUTE BASED TARGET, 2025

Base WB2C 1.5C
year Target Percentage Target Percentage
2018 year 2025 | reduction year 2025 reduction
(Stg%p‘: emissions 4,541 3,679 19% 3,322 27%
2
Z ermicsi
2;%"2) eMISSIONS 1 15 490 10,119 19% 9,136 27%
2
Scope 1 &2 17,031 13,798 19% 12,458 27%
emissions (tCOze)
Scope 3 33,717 27,317 19% 24,458 27%
Total 50,748 41,115 19% 37,121 27%

2. Economic based targets: GEVA

The GEVA target setting method equates a carbon budget to total global GDP and a company’s share
of emissions is determined by its gross profit, since the sum of all companies’ gross profits
worldwide equate to global GDP. Against a baseline year of 2018, Trucost calculated Core
Laboratories GEVA SBT based on a 7% decrease in emissions per unit of Value Added — in terms of
tCO2e/ $m gross profit.

EXHIBIT 4: FINANCIAL DATA INPUTS

Financial Item (unit)
Gross Profit (FY 18)

| 2018

$59,514,380 (excluding Singapore)

2023
$97,195,512 (excluding Singapore)

Total Emissions

50,748

57,847

GEVA Absolute Emission Change

14% (increase)

Emissions per Value Added

856 (tCO2e/ $m gross profit)

595 (tCO2e/ $m gross profit)

GEVA Emission Intensity Change

-30% (decrease)
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EXHIBIT 5: ECONOMIC BASED TARGETS (SCENARIO: IPCC FIFTH ASSESSMENT REPORT, 2014)

GEVA SBT trajectory
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While the GEVA method calls for a 30% decrease in emissions intensity by 2023 compared to the 2018
baseline period, it allows for a 14% increase in absolute emissions over the same time period due to
Core Laboratories’ projected increase in profit. This illustrates that the GEVA methodology would not
be accepted as a robust enough approach for setting SBTs for Core Laboratories because it allows for
an increase in absolute emissions. In addition, the GEVA method is not appropriate when firms have
negative profits (if not adjusted for) which results in negative emissions intensities. While the overall
gross profits of Core Laboratories is positive, there are two sites in which current profits are negative.
This leads to misleading results at the site level and hence the GEVA method should be applied with
caution.

The way forward

Given revised guidance from the SBTi, Trucost recommends that Core Laboratories use the absolute-
based approach going forward, and select a target year based on own preferences. The general
recommendation is to set the most aggressive target of those reviewed, and therefore it would be
preferable to set a 1.5C target rather than the WB2C as this pushes the reduction and helps move
more quickly towards decarbonization.

The absolute based approaches produce valid science-based targets, though at the current level,
Core Laboratories’ do not meet the full criteria of the SBTi and as such, the targets are unlikely to be
accepted by the SBTi for public commitment. Trucost recommends the following actions to help
achieve this level of commitment and which will help define Core Laboratories as sector leaders.

1. Expand on number of sites included within GHG emission analysis to cover the appropriate
proportion of operational activities. This can include using proxies to extrapolate over some of
the less intensive sites within Core Laboratories operations, such as offices and warehouses.

2. Recalculate and expand on previous supply chain expenditure analysis to better understand
impacts of newly incorporated sites. This is particularly important for the manufacturing sites
as these have the highest intensity scope 3 emissions, yet are based solely on modelled data.
Mid-level ATCs have similar purchasing practices to ATCs, and as such ATC spend analysis is
used as a proxy for to extrapolate scope 3 purchased goods and services and capital goods

trucost.com
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associated emissions. However, manufacturing sites are not comparable, and therefore are
fully modelled based on the Trucost proprietary environmentally extended input-output (EEI-
0) model.

3. Focus onimmediate steps to reduce GHG emissions through operational activities and wider
engagement, procurement and service offerings.

It is expected that the approach of setting science-based targets for carbon management will
continue to gain prominence in order to achieve the level of decarbonization required to stay well
within the two degree Celsius global warming limit. Setting and committing to a science-based
target will help Core Laboratories achieve the ambition for sustainability leadership.

trucost.com
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NOTICE

Copyright © 2019 S&P Trucost Limited (“Trucost”), an affiliate of S&P Market Intelligence. All rights reserved.
Trucost and EBoard are trademarks of Trucost. Redistribution or reproduction in whole or in part is prohibited
without written permission. This document does not constitute an offer of services in jurisdictions where
Trucost and its affiliates do not have the necessary licenses. All information provided by Trucost is impersonal

and not tailored to the needs of any person, entity or group of persons.

DISCLAIMER
Copyright © 2019 S&P Trucost Limited (“Trucost”), an affiliate of S&P Market Intelligence. All rights reserved.

Trucost and EBoard are trademarks of Trucost.

This document does not constitute an offer of services in jurisdictions where Trucost and its affiliates do not
have the necessary licenses. Trucost is not an investment advisor, and Trucost makes no representation
regarding the advisability of investing in any investment fund or other investment vehicle. A decision to invest in
any investment fund or other investment vehicle should not be made in reliance on any of the statements set
forth in this document. Prospective investors are advised to make an investment in any fund or other vehicle only
after carefully considering the risks associated with investing in such funds, as detailed in an offering
memorandum or similar document that is prepared by or on behalf of the issuer of the investment fund or other

investment product or vehicle.

The materials have been prepared solely for informational purposes only based upon information generally
available to the public from sources believed to be reliable. No content contained in these materials (including
credit-related analyses and data, research, valuation, models, software or other application or output therefrom)
or any part thereof (“Content”) may be modified reverse-engineered, reproduced or distributed in any form or by
any means, or stored in a database or retrieval system, without the prior written permission of Trucost. The
Content shall not be used for any unlawful or unauthorized purposes. Trucost and its third-party data providers
and licensors (collectively “Trucost Parties”) do not guarantee the accuracy, completeness, timeliness or
availability of the Content. Trucost Parties are not responsible for any errors or omissions, regardless of the
cause, for the results obtained from the use of the Content. THE CONTENT IS PROVIDED ON AN “AS IS” BASIS.
TRUCOST PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED
TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM
FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED
OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall
Trucost Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost
income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the

possibility of such damages.

The Content does not constitute or form part of any offer, invitation to sell, offer to subscribe for or to purchase
any shares or other securities and must not be relied upon in connection with any contract relating to any such
matter. ‘Trucost’ is the trading name of S&P Trucost Limited a limited company registered in England company
number 3929223 whose registered office is at 20 Canada Square, London E14 5HL, UK.
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