Training Course:
Establish greenhouse gas reduction targets:
Science-based approach

Instructor:
Mr. Tony Wong, Founder & CEO of Alaya Consulting
Limited
Moderator: Mr. Felix LAM

Remarks: This material/event is funded by the Professional Services Advancement Support Scheme of the Government of the Hong
Kong Special Administrative Region. Any opinions, findings, conclusions or recommendations expressed in this material/any event
organised under this project do not reflect the views of the Government of the Hong Kong Special Administrative Region or the
Vetting Committee of the Professional Services Advancement Support Scheme.

Session 2
Thursday, 12th May 2022
14:00-17:00

2

Understand SBT setting methods

Three key steps in calculating a SBT

4

Different emissions scenarios

5

Different methodology

6

Science-based Target Setting

7

Setting a SBT
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Process Overview
Down the line

24 months

1. Initial
assessment

a. Confirm
target
setting
method

2. Submit
Commitment
letter

b. Define
target
boundary

3. Develop
the SBT

c. Define
timeframe
and ambition
level

4. Calculate
the SBT

d. Scope 1
and 2 target

5. Submit target
submission form

e. Scope 3
target

6. SBTi
makes
decision on
company’s
target

7. Target
validity,
recalculation
and disclosure

1. Initial assessment
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SME streamlined route

Data availability

1.

2.

3.

Check what activity or GHG emissions
data the company has already or is in
the process of gathering before
committing to set an SBT, for scopes
1,2 and 3
Ensure a complete and verified GHG
inventory following the Greenhouse
Gas Protocol Corporate Accounting
and Reporting Standard and Scope 2
Guidance, before setting target
If there is no data available, the
company should collect the relevant
data for scope 1, 2 and 3, and produce
an inventory

●

Check whether the company fulfills
the criteria to be eligible for the
SME route

●

SBTi defines SME as an
independent, non-subsidiary
company with fewer than 500
employees

●

This does not include Financial
Institutions and Oil & Gas
companies

2. Submit commitment letter
Business Ambition for 1.5DS
commitment letter

Standard Commitment Letter

●

Scope 1 and 2 targets must
be in line with well-below 2°C
trajectory

●

Scope 3 emission reduction
target OR customer/supplier
engagement targets to align
with 2°C if scope 3 emissions
make up 40% or more of total
scope 1,2 and 3 emissions
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●

Launched in June 2019 to
normalise ambition levels
required to limit warming to
1.5°C

●

Scope 3 emission target to
align with 1.5°C if scope 3
emissions make up 40% or
more of total scope 1,2 and 3
emissions

●

Companies with existing
SBTs can join this campaign
by voluntarily boosting the
ambition level of their current
targets

Once the company has submitted the letter to SBTi:
●
The company will be recognised as “Committed” in SBTi’s website
●
The company has 24 months to complete the target setting steps

Target Setting Letter for SMEs
●

As of July 15, 2020, SMEs
must submit the Target
Setting Letter for SMEs
instead of the Standard
Commitment Letter

●

For Business Ambition for
1.5°C Commitment letter,
SMEs shall first submit the
SMEs Target Setting Letter.
After having an approved
target, SMEs can join the
campaign through signing the
Business Ambition for 1.5°C
commitment letter

3a. Confirm target setting method
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Sectoral Decarbonisation Approach (SDA)
●
Setting physical target which takes sector specific
mitigation potentials and projected growth into account
●
Underlying scenario: beyond 2°C approach
●
Fixed activity indicator of intensity target (depends on
sector)

Absolute Emissions Contraction
●
All companies reduce their absolute emissions at the
same rate, irrespective of initial emissions performance
●
An absolute emissions reduction target is defined in terms
of an overall reduction in the amount of GHGs emitted to
the atmosphere by the target year, relative to the base
year
●
Underlying scenario: well below 2°C and 1.5°C approach
●
Companies can convert the absolute target into an
intensity target with custom activity indicator

SBTi Target Setting Manual pg 19

3a. Confirm target setting method
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Steps for selecting target type

Allocation
Approach
Target setting
approach

Sectoral
decarbonization
approach
(Convergence)

Sector
Absolute
contraction
(Contraction)

Target Type

Physical Intensity

e.g. reduce 52% per
square meter

Physical Intensity

e.g. reduce 52% per
square meter

Economic Intensity

e.g. reduce 52% per
value added

Absolute
First key
decision making

Second key
decision making

e.g. reduce 52% absolute
GHG emissions

Physical
intensity target
must be
selected if SDA
approach is
adopted

Science-based Target Setting
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Situation
Founded in 2014, Alaya Consulting has been advising listed companies on ESG disclosure, assurance and GRI
certified training. Positioning itself as the leading facilitator of corporate sustainability, Alaya practices what it
preaches. We not only have our own environmental policy and a defined recycling initiative but also manage our
carbon footprint scrupulously.
Predominantly an office-based operation, Alaya consumes a relatively small amount of energy. Nevertheless, we
believe it is critical for us to be a part of the solution to set our own carbon reduction target. We follow the
methodology advocated by SBTi, a collaboration between CDP, the UN Global Compact, the World Resources Institute
and the World Wide Fund for Nature. Targets adopted by companies to reduce greenhouse gas emissions are
considered “science-based” if they are in line with the level of decarbonization required to keep global temperature
increase below 2 degrees Celsius compared to pre-industrial temperatures.
Challenge

There was no ESG consultancy in Asia having approval from SBTi for its science-based target. To qualify for an
approved SBT, Alaya’s carbon reduction strategy was required to demonstrate its alignment with the Paris Agreement
(the 2-degree Celsius commitment), meeting a set of stringent sector-based emissions reduction targets for Scope 1,
2 and 3 emissions. Leveraging on in-house capability on carbon accounting and consulting, we have intensively
examined the SBT manual and identified critical decisions impacting target setting, for example, selecting the base
year and target year, conducting Scope 3 screening, and more importantly, how can we be confident that the target is
attainable.
Outcome
Alaya Consulting is the first ESG consultancy in Asia to receive approval from SBTi regarding carbon reduction target.
We are committed to reduce Scope 1 and 2 GHG emissions by 47% per square meter by 2023, from the base year
2017. Scope 3 GHG emissions from purchased goods and services, capital goods, waste generated in operations,
business travel and employee commuting are to be reduced 7% by 2023 from the base year 2017. By having our own
SBT, which forms an integral part of our carbon disclosure strategy aligning with TCFD recommendations, we show by
example to corporates in Hong Kong and China how they can contribute to a sustainable environment for business and
for future generations.

3a. Confirm target setting method
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Case study: Apparel peer overview
Target
Type

Company

Approved Target

Adopted Approach

Target
timeframe

A

PVH Corp.

American clothing company PVH commits to reduce absolute scope 1, 2 and 3 GHG emissions by 30% by 2030
from a 2017 base year. PVH also commits to increase annual sourcing of renewable electricity from 22% in 2018 to
100% by 2030.

Absolute contractionabsolute

13 years

A

Ramatex

Ramatex Industrial (Suzhou) Ltd commits to reduce absolute 1+2+3 GHG emissions 25% by 2025 from a 2019
base year.

Absolute contractionabsolute

6 years

B

NIKE, Inc.

American multinational corporation NIKE, Inc. sets a target to reduce absolute scope 1 and 2 GHG emissions 65%
by 2030 from a 2015 base year. NIKE, Inc. also sets a target to reduce absolute scope 3 GHG emissions 30%
within the same timeframe

Absolute contractionabsolute

15 years

C

American
Eagle
Outfitters, Inc.

American Eagle Outfitters commits to reduce absolute scope 1 and scope 2 GHG emissions 80% by 2030 from a
2018 base year. American Eagle Outfitters also commits to reduce absolute scope 3 GHG emissions from
purchased goods and services and capital goods 40% by 2030 and 60% by 2040, from a 2018 base year.

Absolute contractionabsolute

22 years

C

ASICS
Corporation

ASICS Corporation commits to reduce absolute scope 1 and 2 GHG emissions 38% by 2030 from a 2015 base
year. ASICS also commits to reduce scope 3 GHG emissions from purchased goods and services and end-of-life
treatment of sold products 55% per product manufactured by 2030 from a 2015 base year

Absolute contractionPhysical intensity

12 years

C

Salvatore
Ferragamo
Group

Salvatore Ferragamo Group commits to reduce absolute scope 1 and scope 2 GHG emissions 42% by 2029 from
a 2019 base year. Salvatore Ferragamo Group also commits to reduce absolute scope 3 GHG emissions from
purchased goods and services and downstream transportation and distribution 42% over the same period.

Absolute contractionabsolute

10 years

D

Zalando SE

Zalando commits to reduce scope 1 and 2 GHG emissions 80% by 2025 from a 2017 base year. Zalando also
commits to increase annual sourcing of renewable electricity from 34% in 2017 to 100% by 2025. Zalando commits
to reduce scope 3 GHG emissions from private label products 40% per €m Gross Profit by 2025 from a 2018
base year. Zalando also commits that 90% of its suppliers by emissions covering purchased goods and services
sold on its platform, packaging and last-mile-delivery partners will have science-based targets by 2025.

Absolute contractioneconomic intensity

7 years

Supplier engagement

3a. Confirm target setting method
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Pros and Cons of each target type

Absolute
Contraction

✓ Environmentally robust and more credible
to stakeholder

χ Target may be more challenging to achieve
of the company growth is linked to GHG
emission

Physical
Intensity

Economic
Intensity

✓ Reflects GHG performance and efficiency
improvements independent of business
growth or decline

✓ Appropriate for sectors with limited fluctuations in
product prices over time, where growth in emissions is
often tied to economic growth of the company
χ Less environmentally robust
χ Economic intensity indicators are subject to extrinsic
factors that can lead to apparent changes in a
company’s carbon intensity that are not linked to its
environmental performance (e.g., fluctuation of
commodity prices and inflation, etc.)
χ May not correlate with emissions tied to physical
production processes, especially for sectors with high
price fluctuations.
❑ Companies are required to reduce their GEVA by 7% per
year (compounded)
❑ Only applicable for scope 3 target-setting

χ Risk of being seen as less credible to
stakeholders because absolute emissions
may rise even if intensity decreases (e.g.
because output increases more than GHG
intensity decreases)

χ Companies with diverse operations may
find it difficult to define a single physical
intensity common business metric

3a. Confirm target setting method
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Sector-specific resources

Source: SBTi

•

For some sectors / industries, separate sector-specific
methodologies, frameworks and requirements have been
developed.

•

If a company’s sector is not listed here (or if it’s sectorspecific project is not finalized), the company should use
SBTi’s core methodologies and resources to set their
targets.

3b. Define target boundary
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Equity share

Operational control

•

•

A company accounts for
100% of the emissions
from operations at which
it has the full authority to
introduce and implement
operating policies
It does not account for
any of the emissions from
operations in which it
owns an interest but does
not have operational
control

•

A company accounts for
GHG emissions from
operations according to its
share of equity in the
operation

•

The equity share reflects
economic interest, which is
the extent of rights a
company has to the risks
and rewards flowing from
an operation

Financial control

•

A company accounts for
100% of the emissions
from operations at which
it can direct financial and
operating activities with a
view to gaining economic
benefits from those
activities

Science-based Target Setting
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3c. Define timeframe
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Select a base year
Data Availability

•

✓ Verifiable data on scope 1, 2 and 3 emissions

SBTi recommends choosing the most
recent year for which data are available as
the base year

•

Representative of a company’s typical GHG profile
✓ Do not have unusual fluctuations in emissions

The most recent completed GHG
inventory must not be earlier than 2 years
prior to the year of submission
Regarding Covid-19:
●

Companies significantly affected by
Covid-19 can use 2019 as their base
year instead of 2020 or 2021, or use
the multi-year average base year
approach

●

In 2022, the SBTi will make an
exception for acceptable most recent
year inventories, allowing 2019, 2020,
2021, or 2022

Base year should be chosen such that the target has sufficient
forward-looking ambition
✔The target should aim at promoting actions that have not yet been
accomplished
X Targets that have already been achieved by the date they are
submitted to the SBTi are not acceptable

3c. Define timeframe
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Select a target year

Short-term Target
✓ Provokes greater accountability
• Create more ownership
among employees who may
still be working at the
company in the target year
✓ Motivate practical strategies that
have a shorter planning cycle

Long-term Target
✓ Long-term target can facilitate
initiatives and investments of
larger-scale to reduce carbon
emissions
✗ Longer target period may
introduce uncertainties

Determining Factors
• Projections of business expansion
• Budget of the project
• Level of ambition
SBTi on long-term targets:
●

●

●

✗

Cannot implement large-scale/long-term
initiatives to achieve the target
●

Long-term targets cover more than
15 years from the date of
submission
SBTi encourages companies to
develop mid term targets
At a minimum, long-term targets
must be consistent with well-below
2°C
SBTi recommends using the same
base and target years for mid and
long term targets

Target timeframe requirement : minimum of 5 years and a maximum of 15 years

3c. Define ambition level

Level of ambition

At a minimum, scope 1
and scope 2 targets
must be consistent with
the level of
decarbonization
required to keep global
temperature increase to
well-below 2°C
compared to
preindustrial
temperatures, though
companies are
encouraged to pursue
greater efforts towards a
1.5°C trajectory

Allocation approach
Intensity targets for
scope 1 and scope 2
emissions are only
eligible when they lead
to absolute emission
reduction targets in line
with climate scenarios
for keeping global
warming to well-below
2°C or when they are
modelled using an
approved sector
pathway applicable to
companies’ business
activities.
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Method validity

Targets must be
modelled using the
latest version of
methods and tools
approved by the
initiative

Offsets
The use of offsets must
not be counted as
emissions reduction
toward the progress of
companies’ sciencebased targets
SBTi requires companies
set targets based on
emission reductions
through direct action
within their own
boundaries/value chains
Offsets lead to emissions
reductions outside of
company’s own
operations or value chain

Avoided emissions

Fall under a separate
accounting system
from corporate
inventories and do not
count toward sciencebased targets

Recommended

Choosing an
approach: The SBTi
recommends using
the most ambitious
decarbonisation
scenarios that lead to
the earliest reductions
and the least
cumulative emissions

3d. Scope 1 and 2 target
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Criteria and recommendations

Scope 1 and 2 targets should:
●

Cover at least 95% of company-wide scope 1
and 2 emissions.

●

Be consistent with the well-below 2°C pathway
by 2100, including associated 2030 and 2050
emissions requirements

The GHG Protocol Corporate Standard requires that:
•
Direct CO2 emissions from the combustion of
biomass be included in the public report, but
reported separately from the scopes, rather than
included in scope 1.

3-4C

1.5C

Illustrative chart of emissions intensity trajectory aligned to well-below 2C for scope 1 and 2

Science-based Target Setting

25

3d. Scope 1 and 2 target
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Determining Scope 2 accounting approach
Companies shall use a single, specified scope 2 accounting approach (location-based or market-based)
for setting and tracking progress toward an SBT.
•

No

Operations located in
places where
*contractual instruments
are available

Location-based
Approach

•

•

Yes

Market-based
Approach

•
•

Reflects the average emissions intensity of grids on which
energy consumption occurs (using mostly grid-average
emission factor data)
Only regional grid average and national production
emission factors can be used

Reflects emissions from electricity that companies have
purposefully chosen (or their lack of choice)
Other than regional grid average emission factors, supplierspecific and contractual instrument emission factors can
be used
Can reflect emissions reductions from purchasing
contractual instruments (i.e. Renewable Energy Certificate
(REC))

*Definition of contractual instruments in GHG Protocol Scope 2 Guidance:
Any type of contract between two parties for the sale and purchase of energy bundled with attributes about the energy generation, or for unbundled
attribute claims, e.g. energy attribute certificates (RECs)

3d. Scope 1 and 2 target
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Renewable Energy Certificate (REC)
Renewable Energy Certificate in Hong Kong (HK Electric & CLP)
Sold in blocks of 100 units of electricity
$0.5 per unit
1 unit = 1 kWh of energy generated from local renewable
energy source
Purchased unit will be shown on the electricity bill

Science-based Target Setting

28

Target Computation – Target Setting Tool
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Target Computation– Scope 1 & 2
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Input

Target Computation– Scope 1 & 2
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3e. Scope 3 Target
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Process Overview
1. Conduct Scope 3 screening
with the template and tool

Determine if a target should be set
using scope 3 screening criteria
Criteria
●
A scope 3 target is required
if a company’s relevant
scope 3 emissions are 40%
or more of total scope 1, 2,
and 3 emissions
●
Scope 3 targets should
cover at least ⅔ of total
scope 3 emissions
●
Companies should
calculate emissions from
the scope 3 categories in
which they

2. Establish inventory for
significant emission hotspots

3. Determine key drivers for
reduction and evaluate
reduction potential

Establish inventory that have
potential to influence reductions

Develop scenarios trajectories
and reduction roadmaps

4. Model reduction roadmaps
to determine emissions
reduction trajectory

Set Scope 3 reduction target(s)

3e. Scope 3 Target

3e) Scope 3 target
Relevance of scope 3
categories in different
sectors

Source: WWF 2019 Discussion Paper OVERCOMING BARRIERS FOR
CORPORATE SCOPE 3 ACTION IN THE SUPPLY CHAIN
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3e. Scope 3 Target

3e) Scope 3 target
Relevance of scope 3
categories in different
sectors

Source: WWF 2019 Discussion Paper OVERCOMING BARRIERS FOR
CORPORATE SCOPE 3 ACTION IN THE SUPPLY CHAIN

34
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Challenges in setting and meeting scope 3 targets

of scope 3 emissions

Lack of personnel resources and know-how
hinders companies with their analysis and
management of scope 3 emissions

Lack of possibility to influence and lack of
cooperation along the value chain hinders
companies from successfully managing scope
3 emissions

•

•

•

Lack of transparency regarding the relevance

The usual lack of high-quality data requires

The more complex the organisational

Difficult to challenge suppliers on GHG

different management approaches in

structure is, the more challenging the data

emission reductions if a company does not

comparison to scope 1 and 2 and the staff

collection and calculation

have sufficient market power

responsible for GHG emissions

•

Every single one of the 15 categories has
•

management need to be encouraged not to

its own logic and calculation approach and

wait with supply chain action until the data

scope 3 data collection always involves

with lower use phase emissions may

quality is perfect

interaction with different departments and

require customer demand and an adequate

external suppliers to gather activity data

policy environment in order to effectively

and find suitable emission factors

reduce scope 3 emissions

Market penetration of a low-carbon product

Scope 3 Screening – Quantis

https://quantis-suite.com/Scope-3-Evaluator/
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Scope 3 Screening – Quantis

https://quantis-suite.com/Scope-3-Evaluator/
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Scope 3 Screening
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Scope 3 Screening
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Scope 3 Screening
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Scope 3 Screening – Results (sample)
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Case Study: Screening Result Initial Analysis
Per SBTi target setting manual:
1. Client’s scope 3 emissions is over 40% of the total emissions →
Scope 3 target must be set
2. Companies should calculate emissions from scope 3 source
from 15 categories at which they have the potential to influence
GHG reductions
3. The Scope 3 target boundary should include the majority of value
chain emissions:
•
the top three emissions source categories or
•
two-thirds of total scope 3 emissions

Client to set a specific Scope 3 target for category 1

42
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Example: Determine key drivers for reduction
Scope 3 Category

Reduction Initiative (Scope 3 Category 1 – Purchased goods & services)

Cat.1 - Textile &
Textile Products

1. Increased use of recyclable, reusable or sustainability sourced materials
polyester, nylon)

Cat.1 - Textile &
Textile Products
Cat.1 - Packaging

•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Hugo Boss
Ralph Lauren Corporation
PVH Corp
Kering
American Eagle Outfitters
CHANEL
ALDO Group
VF Corporation
Lenzing AG
Skunkfunk
EILEEN FISHER
Salvatore Ferragamo Group
Nike
Lululemon
PUMA SE

2. Recycled materials are reprocessed from reclaimed material and made into a new product or product
ingredient

•
•
•

VF Corporation
Lenzing AG
Nike

3. Source packaging materials from sustainable sources (e.g. FSC-certified paper tags, recycled cardboard)

•
•
•
•
•
•
•

PVH Corp
Ralph Lauren Corporation
Zalando SE
ALDO Group
Lenzing AG
Salvatore Ferragamo Group
Nike

•
•
•
•
•
•

Ralph Lauren Corporation
American Eagle Outfitters
Zalando SE
ALDO Group
Nike
Zalando SE

5. Uphold a commitment to recycling and paper reduction in owned facilities

•

American Eagle Outfitters

6. Collaborate with partners and vendors to use clean energy

•

ALDO Group

7. Increase material efficiency (Recommended by WRI)

•

Nil

8. Deploy low carbon technology (e.g. waterless dyeing)

•

VF Corporation

materials

•

Cat.1 - Packaging
materials

4. Reduce and eliminate packaging

Cat.1 – Paper

Adopted by

•
•

(e.g. BCI cotton, recycled

Ralph Lauren: Inventoried every material used in product packaging and identified items that met their
sustainability criteria and items that will either stop using or transition to more sustainable sources

Work with suppliers or retail brands to eliminate, reduce or replace plastic bags
e.g. Zalando SE: Fold products more to reduce the size of polybag used, Use of reusable shipping bags

Target Computation – Scope 3
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Scope 3 Screening Preparation
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To make a first approximation of full scope 3 footprint

General Information
•
Industry
•
Time period
•
Number of employees

Information related to the facilities that the company operates
• Scope 1 & Scope 2 Emissions
• Waste management expenditure
• Area of the facilities (area with human activities)

Scope 3 Screening Preparation
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To make a first approximation of full scope 3 footprint
Information related to purchased goods and services
• Amount spent on procuring goods and services (e.g. paper, electronic appliances) &
capital goods (e.g. machinery, tools, raw materials including chemical)

Information related to logistics
• Amount spent on third-party distribution (e.g. warehousing, upstream
transportation and distribution, downstream transportation and distribution)
Please collect as much data as possible
→ Facilitate the communication with SBTi (SBTi may follow up on the scope 3 screening result with us during the target validation stage)
→ Estimation is acceptable with comprehensive explanation backing up

Scope 3 Screening Preparation
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To make a first approximation of full scope 3 footprint

Estimation is acceptable with
comprehensive explanation backing up

Information related to business travel and customer
• GHG emissions generated from business travel
• Weight or volume of materials used
• Investment, if any

4. Calculate the SBT

Screenshot of tool Data input section

Screenshot of tool Output/results section
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5) Submit target submission form

Target submission

Validation contracting
stage (signing of
terms & conditions)

Around 1 week
SBTi conducts an
initial screening for
completeness and to
ensure basic criteria
are met

30 business days - Target validation by SBTi

SBTi makes a decision on the targets within 30 days if companies
are able to respond to any queries within 2 business days
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SBTi delivers a
decision on the targets

Approved targets are
published on SBTi, We Mean
Business and CDP websites
The targets must be made
public by the company within
6 months of approval, to
inform stakeholders

Target validity, recalculation and disclosure

Timing

The company must set
target(s) within 2 years of
committing to SBTi
If not, SBTi can remove the
company from its website
and any external publications,
with no penalties to the
company

Review

Targets must be
reviewed, and if
necessary, recalculated
and revalidated, at least
every 5 years

Announcing
target on SBTi

In the coming year, the SBTi
will issue more specific
guidance on what companies
are required to report
annually on a public basis to
facilitate this process in the
future
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Tracking
progress

SBTi is currently undergoing a
process to track company
progress against targets.

Disclosure

Companies should report
their company-wide GHG
emissions and progress
against targets through:
•
Annual reports
•
Sustainability reports,
•
Company’s website
•
Disclosure through
CDP’s annual questionnaire

Triggered recalculation
●
Scope 3 emissions become 40% or more of overall scope 1, 2, and 3 emissions
●
Exclusions in the inventory or target boundary change
●
Significant changes in company structure and activities (e.g. acquisitions, divestitures, mergers, insourcing or outsourcing, shifts in product or service offerings)
●
Significant changes in data used to calculate the targets such as growth projections
●
Other changes to projections/assumptions used with SBT setting methods

Science-based Target Setting
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Application and Implementation of SBTs

An Overview of Real Estate Sector

6
5

Companies have
approved sciencebased targets

11

Companies in Asia
have approved
science-based targets

1

Company in Hong
Kong has approved
science-based targets
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An Overview of Real Estate Sector
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Region

SMEs

Target

Oceania
6%

Africa
2%

Well-below
2℃
29%

Asia
20%
North
America
25%
1.5℃
56%
Europe
47%

• 55 Companies in total
• 10 SMEs companies
• All in sector of Real Estate

2℃
15%

Y
18%

N
82%
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An Overview of Real Estate Sector
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Target Value for Scope 1 and 2

Target Method for Scope 1 and 2
Absolute and SDA: Physical
2%

<=30%
20%

>50%
33%

30%-50%
20%

SDA:
Physical
25%
Absolute
73%

50%
27%
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An Overview of Real Estate Sector
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Target Method for Scope 3

Target Value for Scope 3

Absolute, SDA:
Physical
5%

N.A
9%
Absolute
35%

N.A
29%

>=50%
20%

Measure
and Reduce
20%
30%-50%
20%

SDA:
Physical
31%

<30%
31%

An Overview of Real Estate Sector
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Scope 3 Categories
Others (Fuel and energy related
activities, Biogenic activities els)
Purchase goods and service

Use of sold product
Capital goods
Downstream leased assets
Combined scope 1,2,3
0

2

4

6

8

10

12
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Top 3 Categories
2 of Scope 3 Emissions4(Real Estate)
Category 11:
Use of Sold Products
e.g. Sold buildings
According to:
• Analysis of companies with
approved targets
• Guidelines on scope 3
accounting, e.g. UKGBC Guide to
Scope 3 Reporting in
Commercial Real Estate

Category 2:
Capital Goods
e.g. Construction materials
Category 13:
Downstream Leased Assets
e.g. Tenant operations
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Approaches of Scope 3 Targets
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Distribution of Scope 3 Targets

3 Approaches
1. Combined target (scope 1,2,3)
2. Targets set against specific
categories
3. Separate targets for scope 1&2 and
scope 3

Combined scope 1,2,3
Downstream leased assets

Capital goods
Use of sold products
Purchased goods and services
Others (fuel and energy related activities,
biogenic activities)
0

2

4

6

8

10

12

Scope 3 Categories

Popular scope 3 target
categories

Combined scope 1,2,3
is a prevalent approach

Pros and Cons of Scope 3 Target Approaches
Target Approach
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Pros

Combined target (scope
1,2,3)

•

Target set against specific
categories

•

•
•
•

•
•

Cons

Suitable when scope 3 reduction potential is
low
Comprehensive emission management
Simple to communicate
Base year recalculation not required for
shifting activities between scopes

•
•

Low transparency
Require same base year for all
scopes

Allow customization of target for different
categories
High transparency
Provide additional metrics to track progress

•
•

Complicated to communicate
May require base year
recalculation when shifting
activities between scopes
May fail to reduce excluded
categories
Less flexibility in scope 3 reduction

•
•

Separate targets for scope
1&2 and scope 3)

•
•

More comprehensive emission management
and flexibility
Relatively simple to communicate

•
•

Less transparent
May require base year
recalculation when shifting
activities between scopes

Scope 3 Screening
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Data required for screening
Owned and operated-facilities
• Scope 1 and 2 emissions
• Expenditure on facility fuel and
electricity use
• Type of facilities and area
• Spending on facility waste
management (in USD)

Business travel
• Days stayed or distance travelled
• Spending of the trip

Purchased goods and services
• Purchase type and amount of
spending from:
• Capital goods
• Standard goods
• Services

Customer-related
• Type of sold products
• Total mass of products

Transportation and distribution
• Third-party transport type and
spending
• Third-party distribution type and
spending

Downstream leased asset and
investment
• Whether there are downstream
leased assets and investment

Data Collection (Top 3 Categories)
Cat 11: Use of Sold Products
Step 1:
Identify basic
information

Step 2:
Collect
data

Asset type
Expected lifetime of assets

•

Capital good type

•
•
•

Sales records
Building floor plan
Asset owner’s carbon
audit result/sustainability
report
Electric bills/meter readings

•

Breakdown of spend
from procurement
team, broken down
by procurement category
and/or supplier

Sold asset’s scope
1, 2 emission/
expected energy
use and floor area

Industry average
data
(low accuracy)

Cat 13: Downstream
Leased Assets

Cat 2: Capital Goods

•
•

•

Step 3:
Choose a
suitable
calculation
method
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•

Spend-based
method:
Amount of money
spent by category

Industry average
data
(low accuracy)

•

Asset type

•
•
•

Rental records
Building floor plan
Lessee’s carbon
audit result/sustainability
report
Electric bills/meter readings

•

Lesseespecific
Method:
Lessee’s
scope 1, 2
emission/ene
rgy use and
floor area

Averagedata
Method:
Lessee’s floor
area

Industry
average
data
(low
accuracy)

Case Study - Landsec
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A real estate developer in the United Kingdom committed to SBTi 1.5⁰C target
1.5⁰C target set combining scope 1, 2 and 3
Landsec’s SBT (approved in 2016)

Emission Approach
• Combining Scope 1, 2 and 3
• Method = Absolute
• Reduce carbon emissions (tCO2e) by 70% by 2030 compared with a 2013/14
baseline

Scope 3 as the major
source of emission
Major sources
of scope 3

Case Study - Swire Properties
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First real estate developer in Hong Kong and mainland committed to SBTi
First real estate developer in Hong Kong committed to 1.5⁰C target
Scope 3 target by categories

Swire Properties’ SBT (approved in 2019)

Source: https://sd.swireproperties.com/2020/en/performance-environment/climate-change/making-progress-towards-our-science-based-targets

Cat 13: Downstream Leased
Assets
•
•

Tenant operations powered by
100% renewable electricity
Improve tenants’ energy use
intensity

Physical intensity
target

Cat 2: Capital Goods
•
•
•

Low-carbon procurement
Platinum-certified concrete
Battery storage system to power
tower cranes

Case Study

Target Setting Process

Step 1

Develop a
Greenhouse gases
inventory
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Step 2

Baseline and target
year selection

Step 3

Target setting

Step 4

Submit, validate and
announce the target

➢ Boundary
Company-wide Scope 1 and 2 emissions (as well as Scope 3 if it constitutes more than 40% of total)
➢ Timeframe
From date of announcement, 5-10 years
➢ Reporting
Publicly disclose its company-wide GHG emissions inventory and progress against their targets on an
annual basis
➢ What are the associated costs?
From 2019, target validation services will be charged (USD 5000 for two assessments)

SBT Step-by-Step
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Step 1

Step 2

Step 3

Develop GHG Inventory

Target Year Selection

Target Setting

Key action
taken

Comprehend full picture including
Scope 3 screening

Commence computation process

Provide recommendations on
Scope 2 accounting approach and
target selection method

Alaya

➢ Ascertain the organisation
boundary and identify emission
activities
➢ Identify outstanding data and
provide data collection guideline
➢ Screen the scope 3 GHG
emissions
➢ Scope 3 has to be included if
exceeding 40% of total GHG
emission

Client

➢ Provide the GHG emissions data
(including sources of emissions)
➢ Collect data for scope 3 GHG
emissions calculation

➢
➢ Recommend target year

➢
➢

➢ Provide projections of business
expansion in coming years

Compute the carbon reduction
targets
Select scope 2 accounting
approach and target setting
method
Draft a target statement

Step 4
Submit, Validate and
Announce the Target

List on SBTi website

➢ Submit the targets to SBTi for
auditing and approval

➢ Submit the commitment letter to
SBTi
➢ Review and approve the targets

Scope 3 Target Setting
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Process Overview

Input

Conducted Scope 3
screening with the
template and tool

STEP 1

Output

Determined if a target
should be set using scope
3 screening criteria

Establish inventory for
significant emission
hotspots

STEP 2

List of inventory

Determine key drivers for
reduction and evaluate
reduction potential

STEP 3

Develop scenarios
trajectories and reduction
roadmaps

Model reduction
roadmaps to determine
emissions reduction
trajectory

STEP 4

Set Scope 3 reduction
target(s)

Scope 3 Target Setting
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Case Study: Screening Result Initial Analysis
Per SBTi target setting manual:
1. Client’s scope 3 emissions is over 40% of the total emissions →
Scope 3 target must be set
2. Companies should calculate emissions from scope 3 source
from 15 categories at which they have the potential to influence
GHG reductions
3. The Scope 3 target boundary should include the majority of value
chain emissions:
•
the top three emissions source categories or
•
two-thirds of total scope 3 emissions

Client to set a specific Scope 3 target for category 1
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Scope 3 Target Setting
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Establish a scope 3 inventory for purchased goods and services

Decision-making Checklist

Data to be collected
Purchased goods and
services

Textile and textile products
•
Cotton
•
Polyester
•
Nylon
•
Rubber
•
Paper

Supplier-specific method

Quantities or units of goods
or services purchased

Supplier-specific emission
factors for the purchased
goods or services
(e.g., if the supplier has
conducted a reliable cradleto-gate GHG inventory, for
example, using the GHG
Protocol Product Standard)

Average-data method

Mass or number of units of
purchased goods or services
for a given year (e.g., kg,
hours spent).

Emission factors of the
purchased goods or services
per unit of mass or unit of
product (e.g., kgCO2e/kg or
kgCO2e/hour spent)

Spend-based method
Amount spent on purchased
goods or services, by product
type, using market values (e.g.,
dollars)
Inflation data to convert market
values between the year of the
EEIO emissions factors and the
year of the activity data (if
applicable)
Emission factors of the
purchased goods or services per
unit of economic value
(e.g., kgCO2e/$)
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Scope 3 Target Setting
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Establish a scope 3 inventory for purchased goods and services
Calculating Methods

Supplier-specific method

Average-data method

Spend-based method

Activity data

Quantities or units of goods or
services purchased

Mass or number of units of
purchased goods or services for a
given year (e.g., kg, hours spent).

Amount spent on purchased goods or
services, by product type, using
market values (e.g., dollars)

Inflation data to convert market
values between the year of the EEIO
emissions factors and the year of the
activity data (if applicable)
Parties involved

Company & Suppliers

Company

Company

Emission factor used

Supplier-specific emission factors for
the purchased goods or services
(e.g., if the supplier has conducted a
reliable cradle-to-gate GHG inventory,
for example, using the GHG Protocol
Product Standard)

Emission factors of the purchased
goods or services per unit of mass or
unit of product (e.g., kgCO2e/kg or
kgCO2e/hour spent)

Emission factors of the purchased
goods or services per unit of
economic value
(e.g., kgCO2e/$)

**

*

*third-party assurance on the suppliers’ data
might be needed to ensure data accuracy

Level of difficulty

***

71

Our Approach
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Set a specific Scope 3 target for Category 1 Purchased Goods & Services

Approach 1
Adopt Average-based method

✓
Prerequisite

Access to emission factor retrieved
from Higg Index Material Sustainability
Index (USD 1000)

Approach 2

Approach 3

Estimate scope 3 emissions by obtaining
the Higg index carbon emissions of client’s
top 5-10 material suppliers
✓

Suppliers can provide the carbon
emissions for producing production
orders from the Higg system

Adopt Spent-based method

✓

Access to EEIO (EnvironmentallyExtended Input-Output )

Scope 3 Target Setting
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Establish a scope 3 inventory for purchased goods and services

73

Case Study
Use of recycled material
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ASICS- Scope 3 Emission Reduction Initiatives
More efficient use of containers
→ Reduce the no. of trips
Switch to the energyefficient forms of transport

Ship products to subsidiaries
instead of distribution centres

Use ships assessed with the World
Ports Sustainability Program’s
Environmental Ship Index (ESI)

Switch to more sustainable packaging
→ Reduce waste production

Lessons learned from our experiences
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Selecting the right approach
offers higher flexibility in
formulating carbon reduction
strategy

Select the right SBT accounting approach
Data collection training/briefing to employees
is a must since they may not possess relevant
knowledge and experiences in collecting
scope 3 data

Data collection briefing

Communication
with SBTi
Consider scope 3 categories that are
related to the client’s business and tailormade scope 3 screening checklist subject
to client-specific situation

Engage SBTi during the target-setting process,
ensuring the target fulfills SBTi’s requirements
– especially on scope 3 emissions

Scope 3 data collection and
screening

Aiming to set an ambitious yet attainable SBT

Net-zero target

SBTi proposed definition of net-zero emissions
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SBTi proposed definition of net-zero emissions
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Thank
謝謝！
you!

