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Abstract: The objective of this study is to explain how an institutional investor make the
decision to invest in the climate transition. Thus, an interpretative case study was developed
through abductive reasoning. The selected case study is the Climate Turnaround Fund (CTF),
an equity fund dedicated to the decarbonization of large greenhouse gas emitters in Latin
America. The obtaining of evidence was based on in-depth interviews, public and restricted
documents, and observations. The Miller and Power (2013) framework informed the
interpretation and analysis of evidence to explain how the fund uses accounting to design
climate transition investments. The research explains how a primary user of accounting drives
the decarbonization of its portfolio through its investment process, collaborative engagement
with its investees, and influence on companies’ management accounting practices and market
perceptions. The findings detail the climate transition investment decision process and explain
that accounting plays the roles of territorializing, mediating, adjudicating, and subjectivizing in
organizing and economizing the decarbonization of major polluters. Territorializing translates
environmental imperatives into measurable financial terms, justifying capital allocation to
climate solutions. Mediating bridges climate science and finance, overcoming corporate
resistance through cost-benefit analyses. Adjudicating rigorously evaluates carbon performance
to tie environmental impacts to financial incentives, preventing greenwashing. Subjectivizing
aligns managerial behavior with systemic climate targets, transforming historically brown
companies into active decarbonizing agents. The results also explain how accounting is
fundamental to operationalizing double materiality, incorporating physical and transition
climate risks and impacts into financial valuations, demonstrating the profitability of climate
action. The research contributes to the accounting literature by providing empirical evidence of
accounting calculative practices’ active and crucial role in addressing climate change. It
theoretically justifies that actively engaging and providing capital to heavy polluters offers a
greater marginal benefit for systemic decarbonization than the conventional market practice of
negative screening.

Keywords: Decarbonization, Carbon Accounting, Climate Finance, Climate Risk, Transition
Investment.

1 Introduction

Companies have a significant two-way relationship with the climate, characterized by
both impacts and dependencies. Businesses impact the climate primarily through the
greenhouse gas (GHG) emissions their activities generate. Conversely, all companies are
dependent on the climate for their operations and long-term survival (Unerman, Bebbington &
O’Dwyer, 2018). However, climate change, currently an emergency, poses a threat to the safe
existence of our species. The climate situation has worsened and became increasingly urgent —
2024 was the hottest year on record since 1880 (NASA, 2024). Thus, transitioning to a low-
carbon economy is crucial for mitigating the risks of the climate emergency. This systemic shift
requires the collaboration of large companies and capital providers, such as investors and
banks), who must redirect resources toward investments in mitigation and adaptation (IPCC,
2023), and accounting performs an active role to promote the decarbonization of big polluters.
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This study seeks to answer the following question: how does an institutional investor make the
decision to invest in the climate transition?

Investigating such a research question is relevant in a context of climate emergency
because of three aspects. First, the transition to a low-carbon economy requires a massive
redirection of resources from capital providers. However, there are barriers to redirecting this
capital, and climate finance remains a recurring concern at Conferences of the Parties (COPs)
(IPCC, 2023). Second, standard investment practices often involve excluding brown
companies, or major polluters, from portfolios. Excluding these companies often leaves them
with less responsible shareholders, perpetuating emissions (Rudolf & Yuan, 2025). Therefore,
examining how an investor use accounting calculative practices to invest in (rather than divest
from) a climate offender is vital for understanding climate transition investing. Finally,
accounting offer the calculative infrastructure (Hopwood & Miller, 1994) to demonstrate that
mitigating climate risks maximizes financial return and increases valuation, which challenges
the traditional dichotomy between financial return and environmental impact.

A case study was developed to explain how an institutional investor make the decision
to invest in the climate transition. The Miller and Power’s (2013) framework was used to inform
the interpretation and analysis of evidence. The investigated case is the Climate Turnaround
Fund (CTF), an equity fund dedicated to the decarbonization of large GHG emitters in Latin
America. The CTF develops climate transition plans in partnership with its portfolio companies,
seeking to mitigate climate risks while generate value.

The accounting literature has a tradition in topics such as sustainability and social and
environmental accounting (Bebbington, Larrinaga, O’Dwyer & Thomson, 2021). Although
management accounting is fundamental to drive the profound organizational changes required
for climate-resilient development (Schaltegger, Christ, Wenzig & Burrit, 2022), current
accounting literature is predominantly focused on external reporting and disclosure, often
treating accounting as a passive tool that merely reflects reality after the fact (Bebbington,
Larrinaga, O’Dwyer & Thomson, 2021; Tregidga & Laine, 2022; Laine & Tregidga, 2025).
Only recently research addressing specifically climate issues, including decarbonization, in the
context of accounting, has become more frequent (Bui, Wang, & Tekathen, 2024; Maechler,
2023; Jona & Soderstrom, 2023; Carrion, Larrinaga & Gallagher, 2025; Lee, Channuntapipat
& Charnock, 2024; Johnson, Strobel & Trencher, 2024; Soares & Aquino, 2024).

A critical and under-researched area involves the behavioral and political dimensions of
carbon accounting. There is a documented disconnect between knowing about emissions and
acting to reduce them, especially when precise calculations produce uncomfortable knowledge
that conflicts with goals like economic growth (Jabot et al., 2025). Studies show that managers
may engage in a displacement strategy, deliberately ignoring absolute emission figures and
substituting them with more favorable, home-made models of avoided emissions to justify the
status quo (Jabot et al., 2025; Young-Ferris et al., 2025). This highlights a need to critically
evaluate how accounting practices can be designed to overcome such internal resistance and
facilitate substantive corporate decarbonization (Baker et al., 2022).

For big climate offenders, whose GHG emissions are known as hard to abate, these
problems are particularly acute. For these firms, the pressure to use accounting for legitimation
is highest, and peripheral sustainability activities are insufficient to address the systemic nature
of their environmental impact (Christensen et al., 2024). Therefore, without a clear
understanding of how accounting practices are operationalized internally, how performance is
measured and controlled, and how these systems are integrated into core strategy and capital
investment decisions, it is not possible to ascertain whether accounting is truly enabling or,
conversely, hindering the decarbonization process (Christensen et al., 2024).

This study makes three key contributions to the study of accounting role in response to
climate change. First, it elucidates the integration of financial and climate aspects by
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demonstrating how institutional investors utilize calculative accounting practices in their
investment processes and engagements to promote the decarbonization of big corporations,
considering Scopes 1, 2 and 3 emissions, explicitly linking financial analysis with
environmental and scientific data to identify economic value in climate solutions. Second, it
underscores the capital market’s role in climate action, arguing that demonstrating the
profitability of decarbonization, facilitated by accounting, is crucial for its widespread adoption
and for integrating environmental and financial materiality. Finally, the paper offers evidence
that challenges the conventional market practice of negative screening or divesting from brown
companies. It theoretically justifies that excluding major polluters often leaves them with less
responsible shareholders, perpetuating emissions. Instead, it argues that active engagement and
capital provision to big climate offenders offers a greater marginal benefit and is vital for
systemic decarbonization.

For investors, the thesis provides empirical evidence of the reconciliation between
financial returns and positive climate impact. It illustrates the application of financial and
accounting analysis in assessing climate risks and valuation opportunities, offering insights for
active engagement with companies and reinforcing the alignment of considering climate risks
with fiduciary duty. The research emphasizes the role of the financial market and accounting in
solving the climate problem, demonstrating the integration of climate risk analysis into
valuation models. For regulators, highlights the importance of double materiality. The fund
obtains information about companies’ climate impact from various sources. If such information
were provided by sustainability reports, the process of assessing financial and environmental
impact would be facilitated.

2 Theoretical foundation
2.1 The Accounting Complex of Miller and Power (2013)

Accounting is “one of the most powerful systems of representation of social and
economic life that exists today” rather than a merely technical activity (Miller & Power, 2013,
p. 565). This wide-ranging definition encompasses the idea that accounting is permeable,
bringing together a variety of calculative practices that have epistemologically distinct
objectives and operationalizations (Miller, 2001). Accounting calculative practices can be
understood as a complex, defined as a set of quite different elements that are interrelated, based
on the Foucauldian concept of dispositif. This vast calculative infrastructure and the narratives
that make up accounting provide the productive force (which generates actions) of the
“Accounting Complex” (Miller & Power, 2013, p. 563).

Accordingly, the performativity of accounting, or how accounting shapes reality, is
sensitive to stakeholders who demand accounting information (Soares & Aquino, 2024). The
performativity of accounting is also intricately connected to particular interests and concerns,
as well as to particular conceptions of efficiency. Thus, accounting can establish restrictions
and contribute to the establishment of specific interests (Burchell et al., 1980). Apparently, the
practical use of calculations and numerical representations are determined by the context in
which they are used (Vollmer, 2003). In this sense, calculative practices also enable the broad
visualization of projects and their operationalization, so that accounting can be considered a
projection and planning instrument that helps to materialize futures in the future perfect tense
(Chua, Fiedler & Boedker, 2024).

In this way, the economizing and organizing roles of accounting are essential for
companies to realize investments in the climate transition and adapt to the effects of climate
change. Specifically, economizing refers to the processes and practices through which
individuals, activities, and organizations are constituted as economic actors and entities. It is
not simply about reducing costs, but about creating a framework where something can be
understood and acted upon in economic terms. This process requires a change in language and
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the creation of new tools and systems that enable economic analysis and action. For instance, a
hospital or a museum must first be conceptualized and configured as an economic entity, with
its managers as economic agents, before its costs can be revealed and acted upon. Accounting
plays a decisive, transformative, and constitutive role in enabling this economization (Miller &
Power, 2013). Reciprocally, organizing pertains to the ways in which entities are structured,
managed, and how actors interact within them and society. Accounting and organizing are
deeply intertwined; organizing without accounting is increasingly unthinkable, and accounting,
in turn, makes organizing thinkable and actionable in specific ways. Accounting practices, from
budgeting to fair value accounting, are calculative practices that describe and enable action on
entities, processes, and persons within organizations. Accounting is not limited to being applied
to preexisting organizational activities. It actively participates in the construction of the spaces
in which it operates (Miller & Power, 2013).

Economizing, organizing, and accounting form a triptych because they are
fundamentally interdependent and mutually constitutive, meaning they continuously shape and
define one another. This perspective views accounting as far more than a mere technical or
instrumental activity, instead recognizing its profound role in shaping social and economic life
(Miller & Power, 2013). Miller and Power (2013) describe four key entangled roles, or
functions of accounting that illustrate accounting’s economizing and organizing constitutive
power: territorializing, mediating, adjudicating and subjectivizing. These four roles of
accounting (Table 1) manifest themselves sequentially, meaning that one depends on the
development of another (Bebbington, Schneider, Stevenson & Fox, 2020).

Table 1 - Roles of Accounting for Economizing and Organizing

Role of Features

Accounting

Territoria- Accounting is not simply applied to organizational activities. It is deeply involved in recursively
lization constituting the spaces in which it operates. This may be a matter of delineating specific physical

spaces or of defining a space conceived more abstractly, such as a specific department, division,
or cost center. Accounting makes calculable and visible in a specific way what was previously
incalculable, framing a domain in such a way as to make it amenable to market narratives and
economic rationality.

Mediation Accounting is also a mediating practice, meaning that it links different actors with a common
narrative and can constitute a network of relationships within and beyond the boundaries of the
firm. Accounting calculative practices are often mobilized and articulated through discursive
mechanisms that are assembled at various collective levels. The relationship between accounting
and economics is complex and uncertain, with accounting practice shaped by economic ideals but
not fully defined by them.

Adjudication | Accounting plays a key adjudicative role in modern organizations. By constituting territories or
entities for accounting and mediating ideas and techniques, the assignment of responsibility
becomes essential. Accounting enables performance to be compared, instances of failure to be
determined, and ultimately the success or failure of organizations to be defined. The adjudicative
nature of accounting is not limited to traditional accounting and costing practices, but encompasses
classification systems, cost-benefit analysis, and risk accounting. Accounting allocates
responsibility and defines and assigns desirable performance.

Subjectivi- Accounting is a subjectivizing practice, which means that it presupposes and, at the same time,
zation creates a certain type of subject. This subject is projected as an agent who makes calculable and
comparable decisions and choices, inserting calculative technologies at the core of the individual
and his or her decisions. Accounting has become a profession that is defined, in large part, by its
effort to demand accountability from individuals who have been made calculable and comparable.

Source: Miller and Power (2013).

Considering the territorializing, mediating, adjudicating and subjectivizing roles,
accounting is fundamental to operationalize abstract ideas, such as climate risk, net-zero targets,
GHG emissions reduction, sustainability, sustainable development goals. Territorializing
connects ideas like climate risks and impacts to accounting, which leads to the reformulation
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of organizational environments, including the economizing of such environments, since
accounting can constitute entities aligned with current climate-resilient development objectives.
The mediation of ideas through accounting techniques, even if from different ontologies, occurs
through the mediating role. In this way, accounting can articulate the transition to sustainable
development, precisely by translating external pressures and new demands of the regulatory
environment into accounting calculative practices, connecting multiple individuals and their
interests. Since there are no limits to the performances that can be integrated into accounting,
the adjudicating role refers to the evaluation of specific performances, which could also occur
by looking outside the organization. For example, in the context of this research, achieving net-
zero targets, attenuating the business’s impact on the average global temperature, and reducing
GHG emissions. Subjectivizing inserts calculative technologies into individual decision-
making, a concept that can also be contextualized in the investigation of organizational contexts
that define objectives related to adaptation and mitigation of the effects of climate change.

2.2 Accounting and Climate Change

Studies on accounting and climate change are commonly categorized under the term
carbon accounting (Stechemesser & Guenther, 2012; Laine & Tregidga, 2025). Amel-Zadeh
and Tang (2025, p. 2) define carbon accounting as follows:

Carbon accounting has various definitions in the literature (e.g., Ascui, 2014; Ascui & Lovell, 2011; Bowen
& Wittneben, 2011; Milne & Grubnic, 2011; Young, 2010), which have in common that carbon accounting
is regarded as an accounting system that is useful for corporate carbon management (He et al., 2021). Thus,
corporate carbon accounting is conceptualized as “a system employing accounting methods to collect,
record, analyze climate change-related data, and account for carbon-related assets, liabilities, expenses, and
income, informing decision-making by internal managers and external stakeholders” (Tang, 2017, p. 11).
Its objective is to aid directors in navigating the green transition and achieving carbon reduction targets
(Hartmann et al., 2013; Haslam et al., 2014; Tang, 2017).

He et al. (2021) identified four main research streams in corporate carbon accounting:
carbon disclosure, management, performance, and assurance. Notwithstanding, the specific
focus on carbon accounting, both from financial accounting and management accounting
perspectives still represents a research gap. This occurs primarily when it comes to climate
change, its related impacts and risks, and forms of adaptation and mitigation to climate change.
These studies emphasize the accounting and reporting of aspects related to GHG emissions and
their consequent effects on global warming. This strand of studies does not prioritize
approaches to climate risk management and its concrete effects, explanations of management
accounting practices linked to climate change in terms of unsustainability and mitigation of its
effects, remodeling of accounting in the context of the climate crisis, and criticism of economic
philosophies that seek to solve ecological problems in economic terms (Gulluscio et al., 2020).

Amel-Zadeh and Tang’ (2025) editorial offers an overview on the significant shift from
voluntary to mandatory climate disclosure. The authors identify key challenges for accounting
professionals, including data availability, recognition of carbon assets and liabilities, boundary
determination, selection of GHG accounting methodologies, and the integration of climate-
related risks and opportunities into financial statements. The paper underscores the importance
of robust carbon management and accounting in navigating this transition and calls for further
research to enhance transparency and relevance in carbon accounting systems. They note a
limited understanding of how carbon performance is and should be measured, advocating for
standardized metrics tailored to different sectors and contexts.

Jona and Soderstrom (2023) identify opportunities for management accounting research
in climate change reporting, particularly regarding the description of management systems to
address climate risks, scenario analyses, and GHG emissions. They emphasize that
management accounting literature on integrating sustainability into management control
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systems can inform more focused disclosures, helping users understand how companies adapt
their strategies to climate risks. The authors call for research on the costs versus benefits of
collecting and disclosing emissions data, the usefulness of disaggregated emissions
information, and the potential consequences of disclosing information not directly relevant for
investment decisions.

Bui, Wang and Tekathen (2024) define carbon tools broadly to include both carbon
accounting tools (for measurement of carbon information) and carbon management tools (for
monitoring, managing, and mitigating emissions). They introduce the concept of carbon
toolmaking, which involves adopting, adjusting, and reconfiguring carbon tools to manage
institutional complexity arising from multiple carbon management logics. The study’s findings
reveal characteristics of carbon tools such as adding, detailing, localizing, cascading, and
linking measures and targets to ensure their relevance and foster commitment across
organizational levels.

Maechler (2023) examines the financialization of the environmental economic transition,
rather than a direct financialization of nature itself. The article analyzes how environmental
issues have been increasingly framed as material information for investors’ decision-making,
with organizations like the IFRS Foundation focusing on investor needs. The study suggests
further research into how investors and passive funds react to new information from
international standards and how firms comply with these disclosure frameworks, especially
regarding the potential for creative accounting to embezzle climate-risky assets.

Li, Peng and Zhang (2025) investigate the impact of Science Based Targets (SBT) on
corporate carbon reduction and profitability. Their empirical results indicate that adopting an
SBT leads to significant subsequent carbon reduction, which does not immediately harm
corporate profitability but rather yields long-term, sustainable outcomes. They suggest that
SBTs are a reliable carbon accounting tool that can strengthen the positive role of market-based
mechanisms, such as Emission Trading Schemes (ETSs), in promoting corporate carbon
reduction.

Francis et al. (2025) and Griffin, Lont and Lubberink (2025) explore how climate and
environmental factors influence financial decisions, capital structure, and corporate
performance. Francis et al. (2025) contribute to the literature on the impact of climate risks on
a firm’s capital structure, showing that physical, regulatory, and transition climate risks
significantly affect a firm’s debt portfolio and debt specialization. They argue that considering
all three drivers of climate risks is crucial to avoid underestimating their effect on financing
choices. The study finds that climate risks are associated with a more concentrated debt
structure. Griffin, Lont and Lubberink (2025) investigate the impact of short spells of extreme
high temperature on firms’ financial performance and whether these effects are non-linear.
Their study of EU and UK firms finds a hump-shaped relationship between extreme high
temperatures and the sales-to-assets ratio, meaning financial performance initially improves but
then degrades as temperatures exceed a critical threshold (around 23°C). They also explore
whether extreme temperature spells relate to firms’ future ESG performance and emissions
levels, finding that deleterious temperature effects do not consistently galvanize managers to
improve ESG performance or reduce emissions. They emphasize the urgent need for standard-
setters and researchers to provide more guidance and measurement methods for the implications
of extreme weather.

The Paris Agreement clearly signals the need to decarbonize the economy, and carbon
accounting is seen as crucial for industry-sponsored decarbonization programs in the transition
to a low-carbon planet (He et al.,, 2021). Accounting facilitates the collection, analysis,
verification, and reporting of climate change information, aiding in the management of carbon
risks and the evaluation of carbon performance to inform decision-making by both internal
managers and external stakeholders (He et al., 2021; Laine & Tregidga, 2025; Amel-Zadeh &
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Tang, 2025). It provides tools to project carbon costs, prepare carbon budgets and reports, offer
assurance, and support effective carbon-related decisions, thus guiding policymakers and
corporations on best practices for decarbonization (He et al., 2021). The field is challenged to
develop more robust technical accounting methods for decarbonization, address issues like
greenwashing systematically, and integrate new technologies to enhance its effectiveness in
responding to the urgent need for transformative changes due to climate change.

3 Methods
3.1 Research approach and investigated phenomenon

To answer the research question, an interpretative case study was developed (Stake,
1995), following and abductive logic to develop explanations (Lukka & Modell, 2021). The
selected singular case study is the Climate Turnaround Fund, managed by fama re.capital,
whose main mission is to be a “stewardship-focused investment fund, designed to promote the
decarbonization of major carbon emitters in Latin America through engagement and the best
available science, decarbonizing the real economy and creating economic value for companies,
while seeking financial returns for investors”. According to Stake (1995), the contributions of
singular case studies emerge from the particularities of the context investigated. The CTF
adopts a stance of climate activism and represents a strategic paradigm shift: instead of
traditional negative screening (excluding polluting companies), the CTF actively invests in and
seeks to transform so-called brown companies. Specifically for this study, we focus our analysis
on how the fund develops investment theses aimed at the decarbonization of companies
considered major polluters.

3.2 Data collection and research evidence

Data collection was conducted through a multi-source approach, as described in Table 2.
Access to the CTF and its manager, fama re.capital, was secured following approval from the
Research Ethics Committee (CEP) of the University of S3o Paulo (protocol number
85130924.0.0000.5561), ensuring total confidentiality of participants and sensitive
information.

Table 2 — Description of research evidence

Source Details

Interviews Interviewees: Co-founder/CIO, Portfolio Manager, Head of Stewardship, Head of ESG, Low
Carbon Economy Analyst, and Climate Impact Investing Analyst. 1st round: six interviews.
2nd round (subsequent): four interviews. Recording time: 09:40:02.Transcriptions: 297 pages.

Documents Public documents: Fund Website, Management Reports (2Q24, 3Q24, 4Q24), ESG
Methodology, Fund Regulations, Responsible Investment Policy, SLC Integrated Reports
(2023, 2024). Restricted documents: CTF Pitch, CTF White Paper, Investment Cases (SLC,
Marfrig, Banco do Brasil), Due Diligence Questionnaire (DDQ), CTF Pitch Presentation.
Analyzed in 5 rounds, totaling 783 pages analyzed.

Observations Six observational activities: Webinars (CTF launch, Banco do Brasil investment), meetings
(initial alignment, research discussion), interviews/podcasts (Green Talks, Planeta Dialogues).
Recording time: 03:53:15. Transcriptions:106 p.

Source: research procedures.

Ten in-depth semi-structured interviews were conducted to meet the needs and objectives
of the research; the entire CTF team was interviewed in two rounds. All interviews were
conducted via Google Meet (except for two interviews, which were conducted in person at the
fama’s office), recorded with the consent of the interviewees, in accordance with the ethical
procedures adopted, and transcribed verbatim. Additionally, public and restricted documents,
news and the fama re.capital’s website were also used to build the research evidence.
Observations were conducted on recordings of the fund’s launch event, participation of people
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linked to the fund in podcasts, interviews and institutional content distributed on the Internet,
and a webinar to disclose results and discuss the CTF’s portfolio.

3.3 Evidence building and analysis procedures

The evidence building and analysis procedures combined typical case study analytical
methods with Charmaz’s (2006) Grounded Theory coding framework, which encompasses
initial, focused, axial and theoretical coding. The process was highly iterative, utilizing
abductive reasoning to move back and forth between empirical data and theoretical foundations
to build explanations (Lukka & Modell, 2021).

The construction of research evidence occurred in several stages, simultaneously and with
overlaps most of the time. Initially, the first meeting with the Portfolio manager culminated in
the creation of the first version of the interview guide, also based on the research’s theoretical
foundation. After the initial meeting, the public documents about the CTF published on the
fama re.capital’s website were analyzed. The analysis of these documents allowed a deeper
understanding of the object of study. This in-depth analysis resulted in the reconstruction of the
interview guide. From this, the first interview with the Portfolio Manager was conducted and
the access to documents restricted to the public was guaranteed. The analysis of the first
interview and the restricted documents resulted in several themes relevant to the research
emerging from the data, which led to a new adjustment of the interview guide. The remaining
members of the CTF Team were then interviewed (six interviews in total). After these
interviews and documents had been preliminarily analyzed, still in the initial coding stage, it
was necessary to conduct four subsequent interviews with the CTF Team, and other restricted
documents and observations were incorporated into the research evidence.

The coding process was crucial for the analysis and interpretation of evidence. The initial
coding, focused on the analysis of data versus data, focused on defining what was happening
(actions) in the data and beginning conceptualization. In focused coding, the most meaningful
or frequent initial codes were selected to synthesize, organize, and explain larger segments of
data, identifying and developing salient categories. This resulted in 2077 excerpts coded under
747 codes and 433 subcodes, which were refined into 713 codes and 133 subcodes. In axial
coding, categories were related to their subcategories, specifying properties and dimensions,
and reassembling fragmented data to provide coherence to the emerging analysis. This
addressed questions of when, where, why, who, how, and with what consequences. theoretical
coding enabled the analysis of how substantive codes related to each other as theoretical
explanations, integrating them into a coherent theory. The explanations were woven
considering the theoretical foundation, particularly Miller and Power’s (2013) framework.

3.4 Validity and quality criteria adopted

The qualitative research software Atlas.ti 25 was used to support data organization,
facilitate coding, and operationalize analytical procedures. The study adhered to specific
validity and quality criteria for qualitative research (Stenbacka, 2001). Authenticity was
ensured through a genuine report of the field experience, rich in detail and considering multiple
actors and sources. Interpretations were plausible, incorporating abductive reasoning for
theoretically informed explanations. Carefulness was demonstrated through the thorough
description of the entire research process, including meticulous construction and validation of
interview guides, use of probe questions, conduction of subsequent interviews, translation
processes, and systematic coding.

Finally, data collection ceased when theoretical saturation was achieved, meaning new
data no longer generated new theoretical insights or properties of central categories. This was
confirmed by conducting all possible interviews and the absence of new insights after multiple
rounds of data analysis. Consistency was maintained throughout the research, ensuring
continuity and coherence across the problem justification, literature review, research question
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formulation, design development, methods explanation, and alignment between findings and
conclusions.

4 Description of the Case Study
4.1 The Case Study: The Climate Turnaround Fund

Fama re.capital, a Brazilian asset manager and a leading reference in sustainable finance
in Latin America, was founded in 1993 and underwent a remarkable evolution in its investment
philosophy leading up to the launch of the CTF. Initially, fama operated as a single-product
investment manager, with its investment strategy based on negative filters, excluding
companies that did not align with the founder’s ethical and environmental values, such as those
involved with asbestos, weapons, or fossil fuels. This approach, focused on staying away from
what is harmful, evolved to include ethical aspects and more active engagement to address gaps
and drive improvements in already well-rated companies (CIO and Founder).

However, a critical reflection between 2020 and 2021 led the founder to perceive a
limitation: focusing on companies already with good ratings resulted in minor changes, and the
widespread exclusion of major polluters by other investors meant that less environmentally
conscious entities would fill the void, worsening the climate problem. Recognizing that Brazil
is the “Scope 3 of the world” — with a large portion of its emissions being indirect and often
overlooked by foreign investors who excluded polluters without active engagement — the
conviction emerged that it was necessary to invest directly in large polluting companies to
transform them. This shift represented a paradigm change for fama re.capital, culminating in
the launch of the CTF in 2023 (CIO and Founder).

The Climate Turnaround Fund, launched in October 2023, has a twofold objective of
decarbonize the companies of its portfolio while generating economic value: “The fund’s dual
purpose is to: 1st) Promote financial return for investors; and 2nd) Drive positive climate impact
and economic value creation for the company.” The CTF “is a stewardship-focused investment
fund designed to promote the decarbonization of major carbon emitters in Latin America
through engagement and the best available science, decarbonizing the real economy and
creating economic value for companies while seeking financial returns for investors”. (CTF
White Paper, 2024, p. 6). Consequently, the invested companies are selected by the CTF Team
based on four requirements (Due Diligence Questionnaire, 2024, p. 3): “(i) Strong economic
performance, (ii) Relevance of CO2 emissions level, (iii) Feasibility of decarbonization and (iv)
Openness to engagement”

The fund distinguishes itself by investing exclusively in brown companies, which are
defined as notoriously big polluters or carbon majors that are significant sources of greenhouse
gas emissions. This strategy directly challenges the conventional approach of divesting from
such companies. The Portfolio Manager argues that simply excluding brown assets from
portfolios perpetuates the problem, as other, less environmentally conscious investors will often
fill the void, allowing polluting companies to continue their practices or even worsen their
emissions without responsible engagement. Instead, the CTF adopts an activist investor stance,
focusing on collaborative bilateral engagement to actively support these large emitters in
transitioning to a low-carbon economy. According to the analyzed evidence, this approach is
crucial for driving systemic change, as the most significant decarbonization opportunities lie
within these major polluters, enabling the CTF to demonstrate that climate action can generate
both positive environmental impact and financial returns, thereby helping to redefine the
market’s perception of sustainable investment.

The CTF’s performance fee combines financial performance and environmental impact.
The fund’s financial benchmark is IPCA + 6% (the official Brazilian inflation index plus a six
percent real gain). The fund’s impact benchmark is the estimated reduction in the portfolio’s
temperature, based on assessments from CDP-WWEF’s Temperature Rating tool. According to
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Portfolio Manager and Low Carbon Economy Analyst, this tool traces the trajectory of GHG
emissions disclosed by companies through the Carbon Disclosure Project (CDP) in relation to
the Paris Agreement.

According to the Portfolio Manager, the fund’s activities differ from those of a
conventional investment fund, both due to the multidisciplinary nature of the issues covered
and the specific activities, especially the engagements carried out with companies and the
construction of the climate transition plan:

... My role may differ from that of a traditional portfolio manager, which is “just” selecting assets, and if I
had any questions I would go and knock on the company’s door. Here I have to collect inputs from several
other areas of knowledge so that we can create a value creation plan, guided by the decarbonization of
companies, and that is heard by the main executives, by members of the board, by members of the family
of the controlling block and so on.

The engagement promoted by CTF is one of its most distinctive characteristics.
According to research evidence, the bilateral collaborative engagement promoted by the CTF
explores the dynamics of shareholder activism through collaborative and constructive
engagement between the CTF and the companies in which the fund invests. The CTF’s
approach is characterized by a focus on building trusting relationships, promoting transparency
and assertive communication, and considering the economic viability of proposed actions.
Engagement is tailored to the local context, considering cultural and regulatory particularities,
and seeks to avoid greenwashing practices by ensuring that companies share accurate
information about their sustainability initiatives, particularly the ones related to GHG
emissions.

The bilateral engagement results in a climate action plan for the company and in the
investment decision by CTF The climate action plan should be a dynamic and personalized
document, adjustable over time in response to market changes, policies, and scientific advances.
Monitoring progress is essential, with performance indicators that include transparency and
assertiveness in communication. The CTF Team also commits to providing technical, legal and
scientific resources, as well as promoting capacity building and development of relevant
partnerships. The governance structure of the invested companies is a crucial aspect, and
recommendations are made to improve ESG governance if necessary. Engagement is seen as
an ongoing process, where collaboration and trust building are essential to achieving
decarbonization and sustainability goals.

4.2 Cases within the Case: the CTF’s announced investment cases

The Climate Turnaround Fund’s current scope is to build a portfolio of up to six listed
companies in Latin America. The first three investments were announced in the Management
Reports of 2Q2024, 3Q2024 and 4Q2024, and in reports in specialized news outlets, actions
that are part of the fund’s outreach. These companies are considered carbon majors, as they
emit more than one million tons of COz equivalent per year, which contemplates emissions in
Scopes 1, 2 and 3. The three initial holdings of the CTF’s portfolio are: SLC Agricola, Marfrig
and Banco do Brasil (Figure 1). All companies have direct or indirect relationships with the
agribusiness sector. Therefore, their emissions are directly and indirectly related to land use,
the main factor of Brazil’s greenhouse gas emissions.
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FA Y * Core business: One of Brazil’s leaders in grain production.

A1 4 * Emissions profile: Scope 1 (land use) and Scope 3 (indirect, input use, and logistics).
sSLC * Proemient climate risks: Extreme weather events, changes in climate patterns affecting crops, new
AR regulation, change in market demand.

Core business: One of the world’s largest beef producers.

Emissions profile: Predominantly Scope 3 (95%), related to the supply chain.

Proemient climate risks: Vulnerability to climate change (pasture), natural disasters (supply
chain), pressure for more sustainable production practices (zero deforestation, traceability), changes
in consumer preferences.

Q@ Marfrig

& * Core business: One of the Brazil’s largest financial institutions (crucial role in agribusiness
financing).
* Emissions profile: Primarily financed emissions (Scope 3).
* Proemient climate risks: Exposure to extreme weather events affecting the payment capacity of
P agribusiness borrowers and their agricultural productivity, new climate risk management
BANCODOBRASIL regulations, impact on financing structure due to transition to low-carbon economy.

Figure 1 - Characterization of companies invested in by the CTF
Source: research evidence.

Figure 1 highlights the most prominent physical and transition climate risks of each
company. SLC Agricola’s climate risks include vulnerability to extreme events that could affect
agricultural production. SLC is aware that adapting to climate change is crucial for the
continuity of its operations. Marfrig’s climate risks include increasing regulatory pressure and
the need to adapt to new environmental standards, especially regarding deforestation and
sustainability in meat production. Banco do Brasil faces risks associated with its exposure to
sectors vulnerable to climate change, such as agriculture, which could lead to increased defaults.
The lack of robust financing policies could result in significant financial risks in the event of
regulatory changes by the Central Bank of Brazil. It is important to mention that SLC Agricola’s
engagement and action plan are the most developed among the three investment positions since
the company was the first investment of the fund. Despite this, the three investment cases were
considered in the analysis and interpretation of the evidence.

5 Analysis and Interpretation of evidence
5.1 Investment decision process

Accounting enables the creation of detailed investment theses and decisions by
establishing investment criteria, integrating financial and climate data, conducting climate
scenario analysis, and performing company valuations. These investment appraisal activities,
conducted by CTF, are territorializing practices (Miller & Power, 2013; Warren & Seal, 2018;
Bebbington, Schneider, Stevenson & Fox, 2020). The process of territorialization starts at the
four investment criteria — strong economic performance, level of CO2 emissions, feasibility of
decarbonization and openness to engagement — which are the initial filters of the investment
analysis process.

The Climate Impact Investing Analyst offered a detailed description of how the
investment decision process works (Table 3), illustrating her report with Marfrig’s process of
analysis and construction of the company’s investment case.

Table 3 - Investment decision process

Steps Quotations

Identification | “So, before looking at the companies themselves, we look at the emissions. We have a
of the largest spreadsheet that we downloaded from CDP, plus the other listed companies in Brazil that do
emitters not report to CDP, and we made a basic filter, which of these companies are above one million
tons or close to it, eight hundred thousand, we include that too...”

Refinement of | “And then we also took care to go through the others that do not fit [the requirement of 1M of
the list of tCO2e] and say, ‘is there anything that gives low emissions because they don’t measure it?’
emitters Yes! For example, banks, there are no financed emissions, food retailers, many of them don’t
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account for Scope 3 emissions, and these Scope 3 emissions, they represent more than ninety-
five percent [of Banco do Brazil’s emissions], so even though they’re not on this list, they
should be because we know that their real impact is much greater, so we started with this list...
let’s classify, look at the industries...”

Preliminary “... one week analysis [usually the duration of the early assessment], what are we going to look

analysis of the | at? We are going to look at a little bit of the company’s history, where it started, who it’s with

company now, who the executives are, who the board members are, what committees it has so we can

see if there is an opening, for example, for sustainability. We looked at this, we looked at what
it produces, where, what physical risks it is exposed to, the specific locations, who the
competitors are, who it exports to, who the biggest buyers are...”

Financial and
impact
analysis

“... and in this analysis, we have already started to get into the specifics of the company. What
is the company’s cash flow, what is the EBITDA, revenue, etc. And then in the valuation part,
how does it behave, how does it compare to its peers, JBS, Minerva, BRF... at that time, it was
signaling the purchase of BRF [by Marfrig] ... So, we went from this financial part to the impact.
What deforestation target does this company already have? Does it take care with deforestation?
What financial benefits could it have for the company by having 100 percent traceability?
Because this is important for us, in terms of impact, but there must be a financial counterpart
for them.”

Assessment of
openness and
history with
sustainability

“And we already had a certain openness to Marfrig. I think Fabio, our founder, had already had
conversations with the company when the company wanted to understand more about
sustainability. So, he already knew that they had this openness [to engage with the
decarbonization plan]. And in Marfrig’s reports, we look at many reports, annual reports from
companies, they were already on a path to traceability. So, this was interesting, so it would not
be something to build from scratch and without support, to expand, to communicate to the
market, eventually to look for other fronts, so preliminarily...”

Internal
presentation
and discussion

“... then we close the presentation, me, Tiago. And we present it to our team, which includes
Carol, Laura Veléz, and Fabio. In this meeting, we expand into many other questions because
it is a limited thing, right? It expands into many other questions. Then we look more deeply, X
aspect of the Income Statement, Y aspect of the Balance Sheet. Or for example, when we were
looking at Marfrig, which was doing well at this time of acquisition, what will happen to the
numbers if the acquisition is really accepted, so we went on, we will look at more specific
things at that time...”

Initial contact

“... at this point we start contacting the company, who can we talk to? With the IR, try to talk

with the to the sustainability committee. Is there openness, is there responsibility? So, these are good
company indicators t0o.”
Deepening “And we usually spent two or three weeks doing this, this in-depth study, and then presented it

analysis and
due diligence

again. Now we have the answers to these questions. More questions always came up, so we did
a few rounds like this to bring many questions to the team and then study them again, in-depth.
In this part, during the in-depth study, I know that Tiago, Carol, and Fabio talked a lot with
others in the market, so they talked to the Brazilian Sustainable Livestock Board, they talked
to that person. They talked to other people, from other meat and animal protein organizations.
I know that they also talked, for example, with MAPA [Ministry of Agriculture and Livestock
Farming], with Agroicone, our list is huge, WWF, Greenpeace, several stakeholders who
somehow have some vision of Marfrig and have a vision of the market, we went to talk to
them.”

Investment
decision

“And once we had gone into enough depth to have robust material, as soon as we felt
comfortable and said ‘look, here’s our understanding, we believe that this company will
perform financially, they are open to talking to us, and there are things to do there.” That was
the moment for investment.”

Preparation
and
presentation of
the action plan

“That, and at this moment [investment decision] also, the action plan is drawn up, for that
specific company, which is what are the points... that we want to address during this in-depth
study. At the end, we put together the company’s action plan, the pillars, the short-term goals,
the long-term goals, who we want to involve, and... shortly before the investment itself, the
position, we present this plan to the company. In a way, not that we ask for an okay, but we
look for some responsiveness from the company in relation to, like, ‘ah, I liked the plan, I think
it’s feasible, I’ll embark on this with you’, we look for signs of this during this presentation
conversation...”

Continuous
engagement

“... after starting to set up the position, it’s time to schedule an appointment, so let’s talk to the
company, let’s schedule a series of conversations, to address all these topics and then it goes,
these conversations will unfold into other conversations and other activities...”
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Source: Climate Impact Investing Analyst interview.

Table 3 systematizes the investment decision process. It begins with the identification and
refinement of a list of the largest greenhouse gas emitters in Brazil. This is followed by
preliminary financial and impact analyses of the company, as well as an assessment of its
sustainability readiness. The process includes internal presentations, contact with the company,
in-depth analysis with due diligence with various stakeholders, culminating in the investment
decision and the development and presentation of an action plan, followed by ongoing
engagement with the company.

In the following quotation, the Portfolio Manager had explained thoroughly how the
investment decision is made by the CTF Team. Accounting, in this process, plays crucial
territorialization, mediation, adjudication and subjectivization roles, shaping the perception and
evaluation of the investment.

... I think the first thing we take into consideration are the four investment criteria. So, a good company, a
solid company from a financial point of view, from a strategic point of view, inserted in a resilient market,
growing, with a good team. The second criterion is related to large emissions, perhaps this is the first filter
when we look at listed companies in Brazil and Latin America, even if they are listed, for example, in the
United States, but with operations here, they are companies that have to have direct and indirect emissions,
Scopes 1, 2 and 3 greater than one million tons of CO, equivalent per year. The other two criteria are
important, but once we choose the company, we check. So, the availability of science-based solutions, and
that are financially and economically viable, and the company’s receptiveness to engaging with us in this
decarbonization process. ... Obviously, we must make some adjustments, not all companies disclose their
emissions publicly, not all companies disclose their emissions correctly publicly... .And then we try to really
answer, is it a good deal? So, the idea here is to see the market dynamics, how resilient the market dynamics
are, ... we look at EBITDA margin, cash generation, return on invested capital, cash conversion cycle, a
series of other metrics that help us understand. Obviously, we also use some frameworks like SWOT, for
example, a lot to guide how we delve deeper into the thesis, and then try to really understand what are the
company’s strengths vis-a-vis the market, weaknesses, opportunities, and threats, which I think is very
important until we see it from the perspective of other competitors... Assuming that we gain comfort with
this, with these in-depth discussions, with these analyses, and then at this stage we are already talking to
the company’s executives, because we must test engagement too, right? If the company is good, but there
is no room for engagement, I would say that there is little we can do there, and if there is little we can do,
man, it should not be in our portfolio. So, we move forward as we find information and gain comfort with
the thesis, obviously we do our valuation exercise. Our valuation exercise is a base case... this
understanding is exactly now, and then these pipeline meetings help to build what we call an investment
case, ..., and which is a very robust material, with 80, 100 slides, which summarizes our understanding of
several areas of the company, of the case, I will define as case, that is better, because it involves the
company, it involves sectors, regulatory frameworks, trends, it involves the decarbonization plan,
sustainability activities, it involves a series of other quantitative and qualitative things. Once we build this,
we go through an internal approval criterion. We have already invited, for example, Banco do Brasil,
industry experts to criticize our action plan, we present... It is like an investment committee, but it is not
formalized, but it is interesting for us to have feedback from industry experts, to know, for us to validate
whether our thesis is on the right track or not. And then in that sense, we, finally, approve or not the
investment and then we buy the shares and then continue to build our portfolio. ... (Portfolio Manager,
subsequent interview).

Considering the evidence presented above, the fund makes its investment decision after
conducting climate and financial analyses based on its four investment criteria. This involves
identifying a financially healthy big climate offender, a company that must be open to engaging
with the fund, and for which an economically viable climate transition plan will be developed.
Thus, accounting plays the territorializing, mediating, adjudicating and subjectivizing roles
(Miller & Power, 2013), as it respectively defines which companies will be selected and how
decarbonization may occur, structures the foundations for bilateral engagement to happen,
provides the necessary assessments for the creation of a viable and operationalizable transition
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plan for the companies, and shapes the fund’s investment decision. The Marfrig’s investment
thesis is summarized in Figure 2.

‘ ’c o o1
CTF’s Investment Thesis
The investment thesis is based on four pillars
1. Traceability 2. Cross-Elasticity of Demand
Some markets are willing to pay a premium for transparency Following its acquisition of a stake in BRF, MRFG has expanded
(China) and some pose restrictions to traceable products (EU) its portfolio, enhancing resilience against increases in beef
prices
M m Sensitivity of Sensitivity of consumption Sensitivity of consumption
Marfrig's revenues in Europe: chinese traceability seuae o bee o beef prices O
~H5S00m Sanltary®: +10% Cattl po 0% -0,37% : 37%
UK market potential*: £10b Zero deforestation?: +20% L = ' :
Pork 0,39% 0,36% -0,04%
Poultry 0,14% 0.24% -0,23%
3.Climate 4. Decarbonization
Climate change creates both risks and opportunities for the Opportunities to decarbonize can be explored within the
business supply chain
Restriction BO%
—_—— " upply Chain Marfrig
Price increase due to & °0% m a
temperature increase g a0% « Integrated Crop-Livestock- * Insetting
. 5o Forestry Systems + Biodiversity credits
Protection § fg: + Paymentfor environmental + Premium for carbon
Longer term offtaker 0% services (PSA, in Portuguese) zero products
agreement across the Envirmenti temnature oresc + Traceability
SUpp|y’ Chain ronmental temperature increase
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Figure 1 - Marfrig Investment Thesis four pillars
Source: Marfrig Investment Case (2024, p. 79).

In terms of territorialization, accounting contributes with the delimitation of the
investment space through the definition of qualitative and quantitative investment criteria,
highlighting the twofold investment objective of decarbonizing the economy while creating
economic value and the four investment requirements. The financial metrics that had been
mentioned by the Portfolio Manager (e.g. EBTIDA margin, cash generation) and the accounting
rationales such as sustainability, costs and expenses, risk and profit represent and construct the
financial reality of companies, considering the possibilities that decarbonization can bring, and
allowing comparison and evaluation within a defined economic space. The intertwining of
climate and accounting vocabularies operates as an organizing rationale around which debates
can take place, net present value (NPV) calculations seek to make the future knowable and
calculable, and, therefore, organizational strategies may change.

Accounting acts as a mediating instrument between different information and actors.
Accounting artifacts, such as the financial metrics and the SWOT framework and other artifacts
mentioned by the research participants, offer a common language to evaluate the “good deal”,
connecting different perspectives around the idea that decarbonizing creates value decreasing
risk. Since the search for decarbonization solutions with financial and economic viability
mediated by accounting relates environmental concerns to the logic of financial investment, it
1s important to point out that, as Warren and Seal (2018) argue, investment evaluation models,
such as Discounted Cash Flow (DCF), shape negotiations and provide a common frame of
reference, and Maechler (2023) highlights that without the right information produced by
accounting, no valuation is possible.

Accounting calculative practices are fundamental in the evaluation and judgment of
investment potential, which reflects its adjudicating function. In this context, accounting is
fundamental in the evaluation of climate transition investments. In all stages that had been
described by the Portfolio Manager, accounting calculative practices contribute to the formation
of a value judgment. The amount of greenhouse gases — represented in an equivalence measure,
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tons of CO2 equivalent, which is a commensuration practice (Espeland & Stevens, 1998;
Unerman, Bebbington & O’Dwyer, 2018) — and the financial metrics, analyzed through the
investment cycle, serve as a basis for judging the solidity and potential return of the companies,
as well as the potential to attenuate the companies’ impacts on the global average temperature.

Consequently, the final decision to approve or not the investment is shaped by the
adjudicating role of accounting. The investment decision is based on accounting information
and evaluations, given that the fund seeks to make its decisions choices calculable (Miller &
Power, 2013; Bebbington, Schneider, Stevenson & Fox, 2020), to analyze companies, carry out
their valuations and design climate transition plans. Moreover, the upcoming ISSB climate-
related disclosures will have a fundamental role to make the emissions profile of corporations
visible and assessable, and, subsequently, to sustain decisions of relevant stakeholders.

Accounting calculative practices subjectivize the investment decision-making process,
since they provide information to support judgments regarding the possibilities of
decarbonization, which must be economically viable and reduce GHG emissions. Based on
Miller’s (2001) sociological analysis, by making companies’ greenhouse gas emissions visible
as inefficiency, and giving it a financial form, it is possible to detect, measure, analyze and
decide to remove it. Thus, framing emissions in this way and deciding to decarbonize business
activities are processes that bifurcate into decisions that can be made internally by companies
and externally by relevant stakeholders. Investment decisions, therefore, are not purely
objective processes (Mennicken & Power, 2015), but rather deeply intertwined with
subjectivity constructed through the lenses of accounting and other calculative practices
(Miller, 2001; Miller & Power, 2013).

Accordingly, the subjectivization of decarbonization in the context of investment
decisions occurs because accounting is not just a mirror of reality, but a set of practices that
actively structure the way investors understand and value companies. Therefore, it allows the
creation of realities (Hines, 1988; Hopwood & Miller, 1994) and shapes the perception of
realities (Vollmer, 2003). By defining relevant metrics, highlighting certain aspects such as
large amount of GHG emissions, and providing analytical frameworks, accounting influences
the attention, interpretation, and convictions of decision-makers, leading to the formation of
subjective judgments about the merit and potential of an investment (Warren & Seal, 2018;
Bebbington, Schneider, Stevenson & Fox, 2020). What is accounted for can shape the
organizational view of what is (not) important (Burchell et al., 1980).

5.2 Accounting designing climate transition investments

Through its organizing and economizing roles, accounting calculative practices design
climate transition investments by transforming abstract environmental imperatives into
structured, manageable, and profitable financial vehicles. This comprehensive design is
operationalized through an interdependent fourfold mechanism (Table 4).

Table 4 - How accounting designs climate transition investments

Accounting | Accounting calculative Core function Impact on decarbonization

role practices

Territoria- | Investment appraisal (IRR, | Defines decarbonization in | Makes the climate transition

lizing ROIC, discounted cash financial terms, creating a | economically viable and
flows), climate risk measurable economic investable. It acts as an
quantification (physical and | space where abstract authorization mechanism that
transition risks), climate environmental imperatives | justifies the allocation of capital
scenario analysis, and are framed as concrete to major climate offenders by
economic valuation of assets expected to yield proving the financial upside of
nature-based solutions. financial returns. mitigating emissions.

Mediating | Cost-benefit analyses, Connects different actors Bridges the gap between climate
narrative building (e.g., (investors, scientists, science and finance. By framing
“decarbonizing creates corporate managers), the transition as profitable, it
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value”), translating third-
party frameworks (SBTi,
TCFD) into corporate
language, and strategic
communication (outreach).

objectives, and arenas by
translating external
environmental pressures
into actionable, financial
language to facilitate
Bilateral Collaborative
Engagement.

overcomes corporate resistance,
builds trust, and encourages
brown companies to accept and
implement Climate Transition
Action Plans.

Adjudi-
cating

Performance monitoring via
absolute metrics (tCOxe for
Scopes 1, 2, and 3), WWF-
CDP Temperature Rating,
Science-Based Targets
(SBTi), ESG rankings, and
enhanced sustainability
disclosures.

Evaluates and monitors
carbon performance
against established goals,
compares results, assigns
responsibilities, and
ensures accountability and
transparency.

Prevents greenwashing and tracks
actual progress in emissions
reduction. It ties climate impact
directly to financial incentives,
such as linking the fund's
performance fee directly to the
reduction of the portfolio's
temperature.

Subjecti-
vizing

Linking remuneration/
performance fees to climate
targets, embedding
decarbonization goals into
management control
systems, and benchmarking
successful companies in
terms of decarbonization.

Influences behavior and
decision-making, fostering
self-regulated control to
align corporate identity
and individual interests
with long-term climate
objectives.

Transforms the mindset of
managers and investors,
fundamentally changing corporate
identity from brown company to
active decarbonizing agent. It
proves to the broader market that
sustainable investing can generate
financial returns, scaling the
transition model.

Source: research results.

The investment analysis processes branches in calculations, measurements, and economic

valuations, considering the traditional financial aspects as well as environmental issues related
to climate risks and impacts. These calculative practices territorialize the decarbonization and
adjudicate the decarbonization financially (Miller & Power, 2013; Warren & Seal, 2018;
Bebbington, Schneider, Stevenson & Fox, 2020), as explained below.

In such a way, the climate change scenario analysis is significant for the building of the

investment cases. The climate change impacts on the companies are represented in economic
terms. In this sense, in concordance with Miller and Power (2013), the territorializing role of
accounting acts as an authorization mechanism, because it provides information on the decision
of what is (not) going to be decarbonized. The Low Carbon Economy Analyst had explained
how it occurs.

We do scenario analysis, and which scenario do we consider? The current scenario and the climate change
scenario. And how this climate change scenario may or may not affect it, ... It may or may not affect the
company’s revenue, because it will increase costs. We were recently analyzing, for example, basic
sanitation companies. And it seems like, how will it affect? It will be because... you will have a lower
volume or you will have greater volatility in the volume of water and this affects the company’s costs, the
company’s risk management. So, we look at this scenario analysis and say, ‘how will this affect this?” And
then the work comes in, which is very much the economic perspective, of what is the opportunity cost of
not doing it. Because the opportunity cost may be low and then the company will say, ‘I’m not going to do
it.” So, what is our role? It is to say, ‘no, we want you to do it, because there will be other benefits besides
financial ones,” and then we try to fight for the non-financial benefits as well. ... it is something we are still
figuring out, okay? How does this affect valuation, how it is seen by the market, and so on? ... an example
of another company we have invested in is Marfrig. ..., it is sensitive to this, which is Marfrig’s cost, like
buying cattle daily, deforested or not, ..., for it, it is more advantageous not to always buy. ... From both an
economic and environmental point of view, why? Because it says, ‘I don’t buy, so I do not have an
environmental impact linked to me, and then I can negotiate my product with others.” But there is a cost,
no, the indirect cost, which is the following: if it does this, it is not well regarded by the market, and
especially in the Brazilian market. ... (Low Carbon Economy Analyst).
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Particularly, the fund incorporates the double materiality when seeking to create value

while attenuating the investee’s impact on the increase of the global temperature. Nevertheless,

research evidence indicates that the companies are interested in the economic impact —

incidentally, usually short-term economic impact, represented by the focus on the operating

results and productivity gains. On the other hand, the CTF’s strategy is likewise focused in

promoting the reduction of the impacts caused by its investees (Table 5). Thus, it is part of the

fund’s strategy to seek for economically viable pathways for transitioning to a low-carbon

economy that are effective to the achievement of the scenario of temperature increase outlined

by IPCC (2023).
Table 5 - Expected financial and environmental outcomes
Company | Expected Financial Outcome Decarbonization Activities
SLC * Productivity gains resulting from | ¢ Implementation of regenerative agriculture
Agricola | operational efficiency and better asset | practices to reduce crop losses and increase soil
utilization. resilience.
* Reduction of future costs and expenses, | * Expansion of precision agriculture and the use
exemplified by R$90 million in savings. of bio-fertilizers to reduce reliance on synthetic

* New revenue streams generated through the | fertilizers.

capitalization of environmental assets, such as | * Valuing the legal reserve surplus to structure a
carbon and biodiversity credits. carbon thesis.

Marfrig * Increased EBITDA driven by improved | * Implementation of full meat traceability to
operational performance and cost reductions. | guarantee a sustainable supply chain.

* Price premium for deforestation-free | + Eliminating deforestation and prioritizing
products. restoration over the expansion of pasture areas.
* Access to and retention of highly demanding | ¢ Introduction of additives into cattle feed to
markets (such as China and the European | reduce methane emissions.

Union).
Banco do | * Reduced non-performing loans (defaults) | « Mitigation of losses related to extreme climate
Brasil that are typically triggered by extreme weather | events, such as El Nifio and La Nifia.

events. * Improvement of the agricultural credit policy,
* Increased financial and operational | implementing zero-deforestation requirements
resilience against physical climate risks. for granting credit.

* Promotion of sustainable agricultural
practices through its financing activities.

Source: research evidence.

Accounting (does not) authorizes the reduction of GHG emissions based on the economic
(un)feasibility of activities that promote decarbonization. In the investment appraisal process,
the financial modeling of the companies first considers a business-as-usual scenario for the
valuation. As a sequence, the positive or negative effect of (not) decarbonizing on the
companies’ productivity and operating results are estimated and evaluated. Therefore,
accounting plays territorializing and adjudicating roles by enabling decarbonization activities
to be calculated and evaluated financially (Miller & Power, 2013; Warren & Seal, 2018), which
reflects the plasticity of valuation techniques (Mennicken & Power, 2015).

Consequently, the performativity of accounting is demonstrated when its calculative
practices actively shape reality rather than merely passively recording it (Soares & Aquino,
2024). In the case of the CTF, accounting is not a neutral tool, but a powerful economic force
that transforms decarbonization from an abstract environmental imperative into a concrete and
manageable economic objective. This occurs through the application of instruments such as
financial modeling, valuation, and risk quantification, which translate the climate issue into
financial logic.

In this way, the accounting calculative practices used by the CTF can help big climate
offenders secure financing, helping them profit while adapting to the needs imposed by climate
change. Considering the financial impacts of extreme temperatures, Griffin, Lont, and
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Lubberink (2025) explore the financial performance implications of extreme temperature,
finding adverse impacts on sales-to-assets and operating income-to-assets ratios. Accounting
has a role in incorporating climate risks and its financial consequences in investment decisions.
This role manifests itself when the CTF acts aiming to mitigate these negative financial
consequences and create conditions for organizations to adapt to climate change. provides an
empirical case of active risk management and value creation in response to the climate impacts
identified. Additionally, various climate risks (physical and transition) lead to a more
concentrated corporate debt structure (Francis et al., 2025) and accounting for decarbonization
may lead to a reduction in risk capital (Haslam et al., 2018). This debt structure suggests that
brown companies may have difficulty financing themselves.

Considering the analyzed evidence, accounting calculative practices, such as the ones
explained in this section, offer a calculative structure that supports the reduction of greenhouse
gas emissions and, consequently, the companies’ impact on the global average temperature. To
consider accounting and the environment, new objects of value are needed (Hopwood, 2009).
Thus, the CTF contributes actively to constitute the decarbonization of business activity as an
accounting object. Although the fund started its activities about two years ago, the advent of
new accounting objectives occurs with the combination of disappointment and the promise of
a solution through performance evaluation, which allows us to move from the abstraction of
concern with a critical issue to an organizational fact (Power, 2015). Accordingly, new
accounting objects demand institutionalization (Power, 2015) and institutionalized accounting
objects like the balance sheet or valuation practices, help to institutionalize new accounting
objects and contributes to shape stakeholders’ perceptions (Mennicken & Power, 2015), aspect
related to the subjectivizing role of accounting (Miller & Power, 2013).

The CTF actively constructs a new imaginary, or main narrative: Decarbonize the
economy by reducing risks and creating value for investees and financial returns for investors.
It demonstrates how the territorializing and mediating roles of accounting are used to frame
decarbonization as an economically viable and valuable pursuit, effectively re-shaping
dominant narratives within a capital market context to drive a new agenda. Naturally, the
narratives are translated into valuation of the companies, as explained in the previous section.
Warren and Seal (2018) demonstrate how discounted cash flow (DCF) models frame
negotiations and dominate investment appraisal narratives in regulated industries, creating
imaginaries that influence policy. This overarching narrative helps align the diverse interests of
investors, companies, and market participants around shared objectives (Miller & Power, 2013).
In consonance with Johnson, Strobel, and Trencher (2024), CTF drives big climate offenders
to achieve effective decarbonization, by reconciling economic and environmental objectives.
Accounting, through its four identified roles (Miller & Power, 2013), becomes a central
mechanism for moving companies towards more effective climate action and ensuring strategic
alignment for decarbonization.

Therefore, the mediating role of accounting contributes to expanding the boundaries of
the CTF’s portfolio companies. Once the decarbonization has been constituted and
operationalized in accounting terms, it defines and mediates the boundary between inside and
outside. According to Power (2018), this occurs because the entity conception, fundamental to
the preparation of financial statements and performance reports, defines the boundary of what
is (not) accounted for. Based on that perspective, under conditions of expanded risk awareness
— climate risk, in this case —, the calculative practices incorporated on the CTF’s strategy
supports the widening of the companies’ boundaries, by integrating a social view to the
traditional proprietary view of organizational boundaries.

The Climate Turnaround Action Plan sets objectives and enables the assessment of the
carbon performance for companies within the CTF portfolio, playing a crucial role in
adjudicating the performance of the decarbonization and in subjectivizing individuals (Miller
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& Power, 2013). The plans are elaborated after the process of investment analysis and could be
contextualized as the first step of the bilateral collaborative engagement between the fund and
its investees. The elaboration of the climate transition plans is based on inputs gathered whilst
building the investment cases. After the investment decision, the plan is enriched and
implemented in collaboration with the investees throughout the engagement phase.

Evaluating companies’ emissions is part of the CTF investment process, serving to
characterize firms as brown companies and to make the volume of GHG emissions to be
reduced visible and calculable, for evaluation and comparison. The fund’s criteria of investing
in companies that discharge in the atmosphere an amount of greenhouse gases above
IMtCOze/year adjudicates the companies as big climate offenders. This quantification, enabled
by carbon accounting practices (Burritt, Schaltegger & Zvezdov, 2011), adjudicates companies
as major polluters. The quantification of companies’ emissions is supported by the
territorializing role of accounting and results in the provision of information for performance
evaluation activities (Bebbington, Schneider, Stevenson & Fox, 2020).

Companies’ carbon performance is also assessed externally through rankings, ratings, and
exclusion lists. The exclusion lists, a type of ranking system, also adjudicates performance,
considering Miller and Power (2013) and Mennicken and Espeland (2019). They also
adjudicate the firms by defining them as brown companies, carbon majors, or big climate
offenders. Consequently, exclusion lists may result in divestment by institutional investors,
depending on the ESG performance presented by companies (Rudolf & Yuan, 2025). However,
divesting may inhibit companies from transitioning to a low-carbon economy. Differently, the
CTF does not consider this kind of rating or denomination to restrict its universe of investment,
because the fund’s strategy is to invest on big climate offenders. The fund’s strategy was
defined this way because its managers understand that there is greater potential for causing a
positive environmental impact by decarbonizing a brown company than by decarbonizing a
company already recognized for being sustainable or “green.”

... there is an academic study that says that the marginal benefit of investing in green companies is negative
because you will make them marginally greener. However, the harm of divesting from a brown company
is diametrically opposite, but in terms of absolute value, in terms of intensity, it is much worse. Why?
Because by divesting you will not change the company’s capital game, but that space will be filled, some
less conscious investor will go there and invest. So, that is what happens a lot with Big Oils, right? So, if
Engine No. 1 divested from Exxon Mobile in the United States, an investor who cares less about the climate
will come in, will do less things and it will continue to pollute more, when in fact what it needed was an
investor who could have this conversation broadly, fully, to help it capture value in a decarbonization
process. So, our strategy of investing in brown companies is very well thought out, too. (Portfolio Manager,
subsequent interview).

According to the Portfolio Manager, investing in green companies might yield a negative
marginal benefit by only making them slightly greener, while divesting from brown companies,
though seemingly the opposite, causes greater harm because it doesn’t impact their capital but
rather opens space for less environmentally conscious investors who may perpetuate or worsen
pollution. The CTF’s preferred strategy is to invest in brown companies to actively engage and
guide them towards decarbonization, as divestment often removes the opportunity for positive
change. This reasoning is supported by Rudolf and Yuan (2025). Their research concludes that
when exclusions occur, firms experience deteriorating ESG performance, as ownership shifts
to less ESG-conscious investors, reducing incentives for improvement. The study also
highlights the nuanced impact of divestment depending on investor alignment. In contrast,
CTF’s investment strategy of investing in and transforming big climate offenders provides an
alternative perspective to divestment-focused approaches findings, suggesting that active
engagement through capital provision can drive decarbonization.
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Complementary, ESG ratings have a significant inhibitory effect on corporate carbon
emissions by operating through several key mechanisms. This effect is particularly pronounced
for heavily polluting enterprises (Li & Xu, 2024). According to the authors, companies with
higher ESG ratings are favored by investors, who are more willing to provide financing and
may even accept lower expected excess returns on these investments. This improved access to
capital, driven by favorable ESG ratings, directly alleviates corporate financing constraints,
thereby providing the necessary financial resources for companies to pursue costly carbon
reduction initiatives and low-carbon transformations.

The CTF Team actively seeks to help companies position themselves as global references
in decarbonization and to communicate these results to the market, particularly to responsible
investors. The fund currently aims to have five or six companies in its portfolio, so that it can
focus its efforts on making them global benchmarks, or champions, as had stated by the Head
of Stewardship.

This is the first message that we make clear, which is, ‘we are here because we want to make you
champions. A champion in the sector, in Brazil, in the world, that is how you were chosen, to be in this
place for us to dedicate our efforts.

This suggests that the plan aims not only to enforce decarbonization targets, but also to
enable companies to see intrinsic value in this action and to seek market recognition for their
efforts. By being recognized and valued by the market for their decarbonization initiatives,
companies are encouraged to maintain and improve these practices autonomously (Miller,
2001). Importantly, external recognition of this type, or even awards and ratings, as highlighted
by Villiers, Dimes and Molinari (2025), can play an institutionalizing role for sustainable
practices, which can create an aura of suspicion rather than substantive change. Nevertheless,
the CTF leverages financial mechanisms and active engagement to push for substantive
decarbonization rather than merely award-friendly initiatives. Thus, the adjudicating role of
accounting focuses on measuring and evaluating tangible performance, and the subjectivizing
role of accounting influences internal decisions to make decarbonization a core objective,
thereby demonstrating how external pressures can translate into authentic organizational
change and move beyond purely symbolic actions.

In Miller and Power (2013) terms, the Climate Turnaround Fund incentives the creation
of a new corporate self. By encouraging the companies to position themselves globally as
industry benchmarks in decarbonization and to communicate their results to the market, the
fund is actively helping to shape the identity of its investees as decarbonizing agents. Internally,
the calculative practices attributed to management accounting will contribute with activities
such as goal setting and performance evaluation to ensure that planned decarbonization is
achieved which will lead to changes in the organizational context. Externally, accounting plays
a key role in this identity construction, as sustainability reports, financial reports, carbon
emissions disclosures, and other accounting devices contribute to how the company is perceived
by stakeholders and investors. Moreover, the commitment made by the CTF to collaborate to
the company’s recognition and to connect its investments with responsible investors, reinforces
the idea that decarbonization measured, evaluated, and communicated through accounting can
lead to an increase of the company’s market value.

Accounting calculative infrastructure, by providing the tools to measure, plan and
communicate decarbonization actions, and by linking these actions to the creation of economic
value, contributes to the subjectivization of companies to make possible an economically
feasible climate transition. The CTF’s investees are encouraged to internalize the
decarbonization goal (e.g., following the Paris Agreement directives), to adopt an identity
aligned with this goal and to seek market recognition through measurable and transparently
communicated results, a process mediated by accounting (Miller & Power, 2013). This
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approach aligns with the idea that accounting is not only a reflection of reality, but also an active
actor in its construction (Hopwood & Miller, 1994; Miller & Power, 2013).

The CTF’s outreach strategy, based on four pillars, knowledge production, advocacy,
education, and benchmarking (CTF Pitch Presentation, 2024), is an area common to all the
climate transition plans. The outreach objectives of the transition plans are aimed at influencing
institutional investors and promote influence in a broad sense. The Low Carbon Economy
Analyst had positioned the outreach as a communication tool and instrument for the market to
replicate CTF’s decarbonization practices. Thus, the intention of making the fund’s strategy
replicable depends on the subjectivizing role of accounting (Miller & Power, 2013). By actively
communicating decarbonization initiatives, the CTF seeks to positively signal the value of
invested companies, potentially improving their valuation. In this sense, communication is not
only informative, but also persuasive, aiming to influence investors’ decisions and investment
appraisals on the stock market about the importance of decarbonization and the value creation
potential of climate transition investments.

Furthermore, outreach subjectivizes mediated by accounting calculative practices by
constituting the companies, respectively, as actors and economic entities of a certain type
(Miller & Power, 2013). In other words, the CTF seeks to shape the identity of companies in
the market, by consistently communicating the importance of decarbonization and presenting
the invested companies as leaders in this field. In this way, the CTF’s underlying interest lies
in encouraging other companies to also see themselves as economic actors responsible for
decarbonization, internalizing this concern in their strategies and operations. Therefore, this
communication aims to influence other companies and institutional investors to adopt a similar
stance, influencing their own constitution as decarbonizing agents.

Complementarily, the replication of the CTF investment strategy by other institutional
investors is an objective of the fund. This dimension of outreach seeks to activate a
performativity mechanism, where communication and visibility of decarbonization practices
not only describe, but also shape the market (Warren & Seal, 2018; Soares & Aquino, 2024).

6 Final considerations

The main conclusion of this study highlights the interconnected and central role of
accounting calculative practices in designing climate transition investments. The analysis,
focused on the case of the Climate Turnaround Fund, shows that accounting is a fundamental
tool for directing financial resources to climate transition, favoring the transformation of brown
companies and challenging the dichotomy between financial return and environmental impact.
Therefore, accounting provides the necessary calculative infrastructure for framing
decarbonization as an investable asset, creating a secure and measurable space that justifies the
allocation of capital to climate solutions, and providing to major polluters decarbonization as
an efficacy strategy to obtain capital, adapt their own operations and change market perceptions.
Finally, accounting can demonstrate how mitigating climate risks maximizes financial return,
challenging the traditional dichotomy between environmental impact and profitability. The
results comprehensively validate this by detailing how the CTF operationalizes double
materiality. Through the adjudicating and territorializing roles, accounting calculates the
opportunity cost of not transitioning by integrating physical and transition risks directly into
valuation models and cash flow projections. Furthermore, accounting shows that sustainability
and financial returns are not mutually exclusive, but rather deeply aligned.

Prior literature highlights a disconnect where managers, faced with uncomfortable
emissions data that conflicts with economic growth, often engage in displacement strategies,
ignoring absolute emissions in favor of superficial metrics to justify the status quo. The results
address this gap by illustrating how the CTF uses the territorializing and mediating roles of
accounting to resolve the tension between ecological goals and financial performance. By
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translating climate science into financial modeling, cost-benefit analyses, and climate scenario
analyses, accounting bridges the gap between environmental imperatives and economic
viability. This integration demonstrates the opportunity cost of not transitioning, aligning
climate action directly with profitability and rendering internal resistance economically
illogical.

For big climate offenders, sustainability activities are often used for legitimation rather
than systemic change, raising questions about how accounting is operationalized internally and
integrated into core capital decisions. The case study addresses this by showing how accounting
practices are embedded into investment and management strategies. Through its adjudicating
role, accounting ensures that performance is measured and controlled using absolute metrics
(Scopes 1, 2, and 3 emissions) and frameworks like the CDP-WWF Temperature Rating. By
linking the fund’s performance fees and corporate financial incentives directly to actual
portfolio temperature reduction, accounting prevents greenwashing and ties market legitimacy
directly to substantive operational changes.

Finally, the research gap questioning whether accounting truly enables or hinders the
decarbonization process is answered through the subjectivizing role of accounting. The findings
reveal that when accounting practices are operationalized internally through bilateral
collaborative engagement, they actively shape a new corporate identity. By benchmarking
successful initiatives and aiming to make these heavily polluting companies global references
of decarbonization, accounting may transform the mindset of corporate managers. It might turn
big climate offenders into active decarbonizing agents by aligning individual managerial
interests and corporate identity with long-term, systemic climate objectives.

Theoretically, this study reconceptualizes accounting as an active, performative force
rather than a merely passive reporting tool, emphasizing its organizing and economizing roles
in the climate transition. By applying Miller and Power’s framework, it demonstrates how
institutional investors use the territorializing, mediating, adjudicating, and subjectivizing roles
of accounting to translate abstract environmental goals into concrete economic objectives.
Furthermore, the research challenges the conventional market practice of negative screening or
divesting from heavy polluters, theoretically justifying that actively engaging and providing
capital to brown companies provides a much greater marginal benefit for achieving systemic
decarbonization. Practically, the paper provides a replicable blueprint for institutional investors
to reconcile financial returns with positive climate impacts. It illustrates how to operationalize
double materiality by integrating climate scenario analyses, physical and transition risk
quantifications, and greenhouse gas emission metrics directly into financial valuations and
investment decisions. By detailing the mechanisms of bilateral collaborative engagement, the
findings also offer actionable insights for market participants and regulators on using carbon
accounting to drive corporate accountability, prevent greenwashing, and transform major
climate offenders into active decarbonizing agents.

The results of this study should be interpreted considering two primary limitations. First,
this research examined the CTF and its climate transition plans in their nascent stages. To
address this, the research provides a detailed account of how the fund develops its investment
strategy. Second, the study chose not to delve into other forms of investor influence, such as
shareholder activism or different investment models like impact or responsible investing. The
focus was deliberately narrowed to the CTF’s unique model of collaborative engagement,
where it seeks a partnership with companies to create economic value through decarbonization.

Future research could explore how accounting information is used to mitigate the risk of
decisions based on unreliable data. Investigating the design of management information
systems and internal controls could help ensure the accuracy of environmental performance
data. Given that this study focused primarily on decarbonization, a natural extension would be
to examine accounting’s role in managing other aspects of natural capital and planetary
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boundaries, such as water use, biodiversity loss, and pollution. The impact of new regulations,
like the IFRS S1 and S2, and the emergence of regulated carbon markets on accounting
practices also presents a rich area for investigation.
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