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Climate-related Risks

Climate-related risk

• Rating agencies and financial institutions
actively respond to financial-related
impacts on climate change in response to
the surge in shareholder demand for
climate change-related issues
• Credit ratings of Exxon Mobil and Chevron
have been downgraded due to risk profile
on climate change

Source: World Economic Forum Global Risks Perception Survey 2020
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Increasing investors’ concern
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• A court in the Netherlands has ruled in a landmark case that
the oil giant Shell must reduce its emissions.
• By 2030, Shell must cut its CO2 emissions by 45% compared to
2019 levels, the civil court ruled.
• The Shell group is responsible for its own CO2 emissions and
those of its suppliers, the verdict said.
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Task Force on Climate-Related Financial Disclosure

•
•
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Established in 2015, published
Recommendations of TCFD in 2017
Voluntary climate-related financial disclosures
Framework
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Different Climate Scenarios
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The Representative
Concentration Pathways (RCP)
8.5 pathway delivers a
temperature increase of about
4.3˚C by 2100, relative to preindustrial temperatures.
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Image Credit: Neil Craik, University of Waterloo

Different Climate Scenarios
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Different Climate Scenarios
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• Shared Socioeconomic Pathways (SSP)1-1.9:
very ambitious scenario to represent the
1.5°C goal of the Paris Agreement
• SSP1-2.6: sustainable development scenario
• SSP2-4.5: intermediate scenario
• SSP3-7.0: regional rivalry scenario
• SSP5-8.5: fossil-fuel based development
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Image Credit: Neil Craik, University of Waterloo

Climate-related risk & opportunity
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Physical

Acute The severity of extreme events such as floods, typhoons, and heat waves will cause direct damage to assets, such as

Physical imapct of climate
change to the enterprises:
damage of assets etc

Chronic Sea level rise, global temperature rise and changes in rainfall, etc., such as sea level rise may erode reserved land and

Climate-related
Risks

damage to properties under construction or built, devaluation of assets, and reduced in revenue

damage coastal properties

Technology The impact of technological improvements/innovations that support the transition to a low-carbon, energy-saving
economic system. For example, the development of green building strategy might affect competitiveness and
operating costs

Transition
The risk that enterprises
may face when transfering
to low-carbon business

Market The increased of climate change awareness may affect the supply and demand of products and services. For example,
changes in consumer preferences, such as preference for green buildings, may affect the property price

Policy and Legal Changing policies might cause climate-related legal litigation risks to business strategies. For example,
increasingly stringent environmental regulations may face higher litigation risks

Reputation Attitude towards climate change might affect the perceptions of consumers and investors, which may cause
short-term reputation risks and long-term loss of value

External

Climate-related
Opportunities

External benefit might
achieve when enterprises
adopting adaptation
approach to climate change

reputation to attract investors

Markets Could make use of public-sector incentives and access to new market, which enlarge the number of potential clients

Energy Source Adopting low-emission sources of energy could be a supportive policy incentives and opportunities
Internal
Internal benefit might
achieve when enterprises
adopting adaptation approach
to climate change
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Resilience Participation in renewable energy programs and adoption of energy-efficiency measures, this could create a better

to participate in carbon market

Resources efficiency Reduce the consumption of resources and increase the efficiency of use of resources, in which will
lower the operation cost as well

Products & Services Developing and expanding low emission properties and services could help achieve a low-carbon
business model for sustainable development

TCFD Disclosure
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TCFD consider scenario analysis as an important and useful tool for companies to understand the relations
between risks and opportunities of climate change and the company
•
•
•

Under uncertain conditions, assess the possible risks and opportunities brought by climate change in the future
With the reference the scenario analysis result, company could adjust their development strategies to enhance the adaptability
to future changes and enterprise development capacity
Scenario analysis is not used for accurate result or estimation but with a focus on the consideration of future changes and
assumption of future

For transition risk analysis, the most widely used scenario is IEA scenario while IPCC scenario is mainly used for physical risk analysis.

Physical Risk Analysis
IPCC Analysis – RCP 8.5
Highest greenhouse gases emission baseline scenario
Under this scenario, it is assumed that there is no
global climate change policies to intervene and limit
emission.
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Transition Risk Analysis
IEA Analysis – Current Policy Scenario
Assuming the nation and the Globe will keep the existing
energy policies in which the government and the company
would not do any adjustments on the nations and the
company’s policies.
IEA Analysis – Sustainable Development Scenario
Assuming sustainable development is highly promoted around
the world. In order to address climate change and air pollution
effectively, new policies and regulations are implemented to
control the increasing global temperature into 2 °C.

Climate-related risk & opportunity
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4 Steps to identify current risks, opportunities
and related potential initiatives

01

02

03
ACCESS
MATERIALITY
OF C L I M A T E RELATED RISKS

ENSURE
GOVERNANCE
IS IN PLACE

• Integrate scenario analysis

include:

processes

• Market and Technology

Sustainability Committee
• Identify and involve
stakeholders
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Typical climate-related risks

into risk management

• Assign oversight to

04

Shifts
• Reputation
• Policy and Legal
• Physical Risks

EVALUATE
BUSINESS
IMPACTS

IDENTIFY
POTENTIAL
RESPONSES

Evaluate the potential impacts

Use the results to identify

on:

appropriate responses include:

• Input costs

• Changes to business model

• Operating costs

• Changes to portfolio mix

• Revenue

• Investments in capabilities

• Supply chain
• Business interruption
• Timing

and technologies

Climate-related risk & opportunity
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AAC Technologies

Tianjin Port Development

2020 Sustainability Report (p.39 -40)

Annual Report 2020 (p.36-37)

TCFD Disclosure
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Governance

Strategy

Risk Management

Metrics and Targets

Disclose governance around
climate-related risks and
opportunities

Disclose the actual and potential
impacts on the business, strategy,
and financial planning where such
information is material

Disclose how the entity identifies,
assesses, and manages climaterelated risks.

Disclose the metrics and targets
used to assess and manage
relevant climate-related risks and
opportunities where such
information is material.

•

Describe Sustainability
Committee’s oversight of
climate-related risks and
opportunities

•

•

Describe the process for
identifying and assessing
climate-related risks

•

Describe management’s role in
assessing and managing
climate-related risks and
opportunities.

•

•

Describe the processes for
managing climate-related risks

Disclose the metrics used to
assess climate-related risks and
opportunities in line with its
strategy and risk management
process

•

Describe how processes for
identifying, assessing, and
managing climate-related risks
are integrated into the entity’s
overall risk management.

•

Disclose Scope 1, Scope 2, and, if
appropriate, Scope 3 greenhouse
gas (GHG) emissions, and the
related risks

•

Describe the targets used to
manage climate-related risks and
opportunities and performance
against targets

•

•
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Describe the climate-related
risks and opportunities entity has
identified over the short, medium,
and long term
Describe the impact of climaterelated risks and opportunities
on the entity’s business, strategy,
and financial planning
Describe the resilience of the
entity’s strategy, taking into
consideration different climaterelated scenarios, including a 2°C
or lower scenario.

TCFD Disclosure
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Global Momentum of the TCFD Recommendations
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Climate Exposure Draft
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Relation to TCFD and SASB
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Key Features
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Introduction of SBTs

SBTi – Evolution
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Science Based Target Initiative (SBTi)?
Defines and promotes best practice in science-based
target setting
Provides technical assistance and expert resources to
companies who set science-based targets in line with the
latest climate science

The SBTi is a partnership between:
Brings together team of experts to provide companies with
independent assessment and validation of targets

Leads the Business Ambition for 1.5°C campaign, mobilizing
companies to set science-based targets in line with a 1.5°C
future
Businesses who sign the SBTi commitment letter are:
● Immediately recognized as “Committed” on the SBTi,

CDP and We Mean Business, UN Global Compact
websites
● If committing to the highest level of commitment

ambition, the company is recognised in the Business
Ambition for 1.5C campaign
22
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Science Based Target (SBT)?
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An SBT is to be understood within the context of the Paris Agreement.
●

Legally binding international treaty on climate change

●

Participating nations have committed to limiting global
warming to well below 2°C, preferably to 1.5°C, compared to
pre-industrial levels

●

In order to achieve 1.5°C limit, GHG Emissions must halve by
2030 and be net-zero by 2050

●

A rise above 1.5°C will result in severe consequences,
categorised by the TCFD as ‘physical and transition risks’
“Science-based targets provide a clearly-defined pathway for
companies to reduce greenhouse gas (GHG) emissions [including
how much and how quickly], helping prevent the worst impacts of
climate change and future-proof business growth.”
Source: Climate Action Tracker

– SBTi
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SBTi – 1.5oC is the new normal

• 66% of all science-based targets validated by
the SBTi in 2021 have been 1.5°C aligned for
scope 1 and 2.
• Hundreds of companies have now committed to
achieving net-zero emissions by 2050 through
the Business Ambition for 1.5°C campaign.
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SBTi – 1.5oC is the new normal

• On 15 July 2021, the SBTi unveiled its new strategy to
increase minimum ambition in corporate target setting
from well below 2°C to 1.5°C above pre-industrial
levels.
• The new strategy is in response to increasing
urgency for climate action and the success of sciencebased targets to date.
• All companies that submit targets from 15 July 2022
will need to align to the new criteria.
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Science Based Target - Transparency
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Science Based Target - Transparency
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Science Based Target Progress Report
• Despite the challenges posed by COVID-19, adoption of science-based targets continued to
accelerate in 2020. We are now approaching a critical mass of companies setting science-based
targets in many sectors and geographies.

• Companies with science-based targets have delivered emissions reductions in the real economy
at scale: we now have evidence that companies’ science-based ambition is backed up by real
emissions reductions.
• Over 1,000 companies are working with the SBTi to reduce their emissions . From November 2019
- October 2020, 370 organizations joined the SBTi at an average rate of 31 companies per month –
more than double the rate from 2015 to 2019.
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SBTi – Progress to date
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Science Based Target Progress Report
SBTI takes the threshold of 20% as a critical mass for science-based targetsetting in a given sector or geography
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Science Based Target Progress Report

• The 338 companies in our analysis collectively
reduced their annual emissions by 25% between
2015 and 2019 – a difference of 302 million tonnes,
which is equivalent to the annual emissions of 78
coal-fired power plants.
• SBTI companies make up nearly 20% of total global

companies in terms of market cap
• 94% of companies with approved science-based
targets have set value chain targets
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Science Based Target Progress Report - 1.5°C and beyond

• In business terms, a 1.5°C world is one that is
more economically stable, in which supply chains

are less susceptible to flood and extreme
weather risks;
• Workforces are less exposed to extreme heat,
water scarcity and food shortages; and company
operations are less at risk from dramatic changes

to water supplies.
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Science Based Target Progress Report - 1.5°C and beyond
• The SBTi enables companies to set
targets in line with the Paris Agreement,
with 1.5°C representing the highest level
of ambition.
• Currently only targets relating to
emissions coming from companies’ direct
operations (i.e. scope 1 and 2 emissions)
receive a temperature classification.
• As of October 2020, 41% of companies
with approved targets had aligned them
with a 1.5°C trajectory, with the
remainder classified as either ‘well-below
2°C’ or ‘2°C’.
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Science Based Target Progress Report - 1.5°C and beyond
• As of December 2020, 373 companies, representing more than
$8.6 trillion in market capitalization, had committed via the
campaign to setting 1.5°C-aligned targets across their
operations and value chains. Many of them have also pledged
to reach net-zero emissions by 2050 or before.
• Companies joining the Business Ambition for 1.5°C campaign
automatically become part of the UNFCCC’s Race to Zero
coalition, which seeks to rally leadership and support from
businesses, cities, regions and investors to reach net-zero by
2050.
• Currently 454 cities, 23 regions, 1,397 businesses and 74
major investors have stepped up to join 120 countries in the
Race to Zero. Collectively they cover nearly 25% of global CO2
emissions and over 50% of global GDP.
• These two campaigns are building momentum around
ambitious science-based target setting and the shift to a netzero economy, and are sending a clear signal that business,
cities, regions and investors are united in their commitment to
achieving global climate goals.
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Science Based Target Progress Report – value chain

• 94% of companies
with approved
science-based
targets have set
scope 3 targets in
line with climate
science.
• We are also seeing a
cascading effect of
science-based target
setting as companies
seek to reduce their
supply chain
impacts, with 69
companies setting
supplier
engagement targets
requiring their
suppliers to set their
own science-based
targets.
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Science Based Target – Recognised Standard
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Science-based Target Setting
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.
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Science Based Target – Greater China
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Science Based Target – Greater China
Company

Area
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Sectors

AEC

Hong Kong

Professional Services

Swire Coca-Cola Limited

Hong Kong

Food and Beverage Processing

Ronald Lu & Partners

Hong Kong

Professional Services

Swire Properties Limited

Hong Kong

Real Estate

Alaya Consulting Ltd.

Hong Kong

Professional Services

HK Electric Investments (HKEI)

Hong Kong

Electric Utilities and Independent Power Producers and Energy traders

ZHEJIANG MAYANG INDUSTRIES CO.,LTD

China

Building Products

Weihai Luda Art & Craft Co., Ltd.

China

Trading Companies and Distributors, and Commercial Services and Supplies

JD Logistics

China

Air Freight Transportation and Logistics

Lenovo

China

Technology Hardware and Equipment

Taiwan Mobile Co., Ltd

Taiwan, Province of China

Technology Hardware and Equipment

Asia Cement Corporation

Taiwan, Province of China

Construction Materials

TCI Co., Ltd.

Taiwan, Province of China

Pharmaceuticals, Biotechnology and Life

Taiwan Cement Corporation

Taiwan, Province of China

Construction Materials

Far EasTone Telecommunications Co., Ltd.

Taiwan, Province of China

Telecommunication Services

LITE-ON technology corp.

Taiwan, Province of China

Technology Hardware and Equipment

Delta Electronics

Taiwan, Province of China

Technology Hardware and Equipment
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Science Based Target – Greater China
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Scope 1, 2
target

Scope 3 target
method and target

30%

N/A

70%

Absolute, 30%

Well below 2℃

21%

Absolute, 8%

Swire Properties Limited

2℃

35%

SDA: Physical, 28%

Alaya Consulting Ltd.

2℃

47%

Absolute, 7%

HK Electric Investments

2℃

30%

N/A

Companies
AEC*
Swire Coca-Cola Limited
Ronald Lu & Partners

Target

Scope 1, 2 target method

Well below 2℃
1.5℃

Absolute

SDA: Physical

*For SMEs
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Science Based Target – China

Companies
ZHEJIANG MAYANG
INDUSTRIES CO.,LTD*
Weihai Luda Art & Craft
Co., Ltd.*

Target
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Scope 1, 2 target method

Well below 2℃
Well below 2℃

Absolute

Scope 1, 2 target

Scope 3 target method
and target

30%

Measure and Reduce

28%

Measure and Reduce

JD Logistics

1.5℃

50%

Absolute, 50%

Lenovo

1.5℃

50%

SDA: Physical, 25%

*For SMEs
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Science Based Target – Taiwan
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Target

Scope 1, 2 target method

Scope 1, 2
target

Scope 3 target
method and target

Well below 2℃

Absolute

30%

Absolute, 15%

Well below 2℃

SDA: Physical

8%

N/A

1.5℃

Absolute

51%

Absolute, 15%

Taiwan Cement
Corporation
Far EasTone
Telecommunications
Co., Ltd.

Well below 2℃

SDA: Physical

11% & 32%

N/A

2℃

Absolute

20%

Absolute, 17%

LITE-ON technology
corp.

2℃

SDA: Physical

39%

SDA: Physical, 29%

2℃

SDA: Economic

56.6%

Absolute, 20%

Companies

Taiwan Mobile Co., Ltd
Asia Cement
Corporation
TCI Co., Ltd.

Delta Electronics
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Science Based Target – Greater China

Target Method for
Scope 1 and 2

SBT
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Scope 1 and 2 target

SDA: Economic
6%
1.5℃
24%

2℃
35%

Well
below
2℃
41%

SDA: Physical
35%

Absolute
59%

Scope 3 target
>=50%
6% 49%-30%
6%

>=70%
6%

<40%
65%

69%40%…

N/A and Measure
and Reduse
35%
<30%
53%

Science-based Target Setting
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Understand SBT setting methods and components

GHG Protocol – scopes diagram
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Source: GHG Protocol

15 categories of scope 3
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Upstream

Fuel-andenergy-related
activities

Purchased
Goods &
Services

Capital
Goods

Processing of Downstream
sold products transportation
and distribution

Business
Travel

Franchises

Commuting

Waste

Upstream
Upstream
leased Assets transportation
and distribution

End-of-life
Use of sold
Investments
products treatment of sold
products

Downstream

Downstream
leased Assets

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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Usually Seen Sources of Emissions
Scope
Scope
1 1

2
ScopeScope
2
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3
Scope Scope
3
Downstream leased assets

Stationary combustion sources
Capital goods, including construction
materials

Mobile combustion sources

Fire extinguishers

Purchased energy for provision of
services in common areas of our
office, retail and residential
properties

Use of sold products
Purchased goods and services

Fuel and energy-related activities

Refrigerants
Others e.g. biogenic activities

Direct emissions from sources
controlled by the organisation

Indirect emissions from the
generation of purchased energy

Other indirect emissions from sources
not controlled by the organisation

An Overview of Real Estate Sector
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Scope 3 Categories

• Combining Scope 1, 2 and 3 has
been the most popular method

Others (Fuel and energy related
activities, Biogenic activities els)
Purchase goods and service

➔ Due to various activities has
involved, combining Scope 1,2,3
might be an ideal move

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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Benefits of setting SBTs

Ensures profitability &
competitiveness

52

Provides financial protection
& maintains access to capital

• Increasing consumer preference for

• Companies that act now will be ready

sustainable business practices

for changing regulations and public
policy

• CDP data analysis: companies with

published emissions targets were
more profitable than those with no
targets

• Strengthen investor confidence and

company’s credibility
• Leading on decarbonisation earns

• Suppliers more attractive if they have

reputational rewards

GHG reduction initiatives

Enables cost reductions
• Ambitious targets drive innovation and transform

business practices
• Avoided costs from reducing use of increasingly

expensive raw materials

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

Benefits of setting SBTs

Source: Swire Properties Limited
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Benefits of setting SBTs

Source: Swire Properties Limited
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Benefits of setting SBTs

Source: Swire Properties Limited
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The importance of scope 3
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The importance of scope 3
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SBT – data requirements
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Three key steps in calculating a SBT
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Different Emissions Scenarios
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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

Different methodology
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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)

Target setting for standard commitment
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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

Target setting for SMEs
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Review, sign and send a digital copy of the
letter in PDF format to SBTi

1. Initial
assessment

2. Complete Target
Setting Letter

SMEs are required to complete a recent,
comprehensive GHG emissions inventory
following the Greenhouse Gas Protocol
Corporate Accounting and Reporting Standard
and Scope 2 Guidance.
Companies are required to describe the activities
generating scope 1 and 2 emissions

If approved, companies are required to publicly
report their company-wide scope 1 and 2 GHG
emissions inventory and progress against
published targets on an annual basis

3. Due
diligence and
target
approval

Incomplete information or
inconsistencies will cause a delay in
the overall process
Invoicing and fee payment (one-time
fee of USD 1,000 (+ applicable VAT))

4. Payment
verification and
target
confirmation

5. Target publication

The targets will be published on the
SBTi website as well as partner
websites at CDP and We Mean
Business.
SMEs who are engaging in the UN
Global Compact will also be
recognized on this website

Science Based Target
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Where to start?
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Where to start?
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Where to start?
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SBT challenges

71

Lessons learned from our experiences

72

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

Science-based Target Setting
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Situation
Top Form International is an original equipment manufacturer (OEM) of bras, recognized as one of the
leading OEM brassiere manufacturers in the world. With its corporate office based in Hong Kong, the
company has manufacturing sites across China, Thailand and Cambodia. Facing increasingly stringent ESG
disclosure requirements, and to strengthen competitive advantages by setting a carbon reduction target, the
company believes there is a huge upside for establishing its science-based targets (SBT), which are
essential for instilling confidence in investors.
Challenge
According to Science-based Target Initiative (SBTi), if a company has over 40% of its total GHG emissions
coming from Scope 3, then a target on Scope 3 must be set. One of the challenges would be to ascertain if
Top Form meets the threshold. Besides, given the multiple manufacturing locations, emission data for each
region have to be compiled so as to analyze the sources and levels of emissions.
With that said, the biggest challenge would be to set an appropriate SBT to follow and commit to, taking into
consideration the constantly changing compliance regulations, alongside immense pressure from various
parties urging Top Form to further enhance sustainability of its operations. On one hand, investors are
becoming increasingly wary of sustainability, demanding better practices and more transparent disclosures;
on the other hand, competitors are continuously enhancing their ESG performances. Nonetheless,
difficulties in communicating the company's commitment to clients and stakeholders may also lead to its
efforts going unnoticed.
Solution
Top Form commissioned Alaya Consulting to advise on SBT setting due to its solid track record in setting
and tracking SBT. Alaya has taken the four-step process in setting targets. First, by collecting GHG emission
data including a Scope 3 screening, Alaya would be able to get hold of the full picture of GHG inventory. This
is followed by the selection of baseline and target years, according to the company's projected growth rate.
The third step entails setting an appropriate target in line with Absolute Emissions Contraction. Lastly, Alaya
would determine a SBTi target for Top Form’s approval. Throughout the entire target-setting process, Alaya
would provide consistent support and maintain regular updates with Top Form, ensuring that a SMART
(specific, measurable, attainable, relevant and timely) SBT is being set.

Science-based Target Setting
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Net-zero target

Net Zero Standard

77

• SBTi’s Standard clarifies that rapid action to halve emissions
before 2030 and long-term deep emissions cuts of 90-95%
before 2050 are crucial for net-zero targets to align with
science.
• To achieve net-zero with the SBTi, emissions that are not
possible to cut - the final 5-10% - have to be neutralized
through carbon removals.
• Companies should invest in climate mitigation beyond their
value chains on the road to net-zero, but this must be in
addition to, not instead of, deep emission cuts in line with
science.

77

Net Zero Standard
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Key Elements of the Net-Zero Standard
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In the transition to net-zero: Companies are encouraged to take action or make
investments to mitigate emissions beyond their value chains, e.g., purchasing high-quality,
jurisdictional carbon credits that support countries achieving their nationally determined
contributions
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Key Elements of the Net-Zero Standard
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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!

