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GHG Target Setting Training
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OBJECTIVE

To enhance your technical understanding of science-aligned
climate target setting and how it relates to science-based
target (SBT) criteria.
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01 What are science-aligned targets?



The decisive decade

“...action to meet the [UN Sustainable Development Goals] is not yet
advancing at the speed or scalérequired. 2020 needs to usher in a
decade of ambitious action to deliver.the Goals by 2030.”

— UN STATEMENT ON THE DECADE OF ACTION



Where are the targets coming from?

e Global stakeholders

IPCC
e Global scientific community Intergovernmental
e Expectations are becoming aligned Panel on Climate

Change
e Climate change being addressed from

many sides

e Industry specific expectations

Now is the time to act

UNFCCC

United Nations
Framework Convention
on Climate Change

National Development Plans:
Climate

Industry Targets: Climate

Organization Targets: Climate

International
Policies




Where are the emissions hotspots?

Global emissions result mainly from the activities of
major economic sectors, including electricity and heat
production; agriculture, forestry and other land use

(AFOLU); commercial buildings; transport and industry.

Electricity and
heat production Energy
25% 1.4%

AFOLU =
24%

i Industry
Buildings —— 1%
6.4%
— Transport
Transport 0.3%
147%
o —— Buildings

21% s
127%

Other J \
En(i“rgy — AFOLU

9,6/0 (agriculture, forestry

and other land use)

087“0

Direct emissions Indirect CO, Emissions

UN NDC Reqistry

Electricity generation: 25%

What needs to happen? Need ambitious action by power companies.

How can you contribute to reductions? Invest in wind, solar, and
geothermal energy sources.

Industry: 21%

What needs to happen? Waste reduction, followed by re-use and
recycling and energy recovery.

How can you contribute to reductions? Improve energy and process
efficiency, material use efficiency, carbon capture and storage,
recycle and reuse, demand reduction.

Transportation: 14%

What needs to happen? Transportation mitigation as well as new
fuel standards from policy for air and road.

How can you contribute to reductions? Prioritize low carbon
transport modes, transition to electric vehicles, optimize
transportation routes, reduce unnecessary travel.


https://www4.unfccc.int/sites/NDCStaging/Pages/All.aspx

A science-alighed target meets industry
standard criteria

Business As Usual
(BAU) Emissions

2020 ZOV 2040
Science-aligned targets are targets set by

companies to reduce its GHG emissions on a /

/ SBT

Paris-aligned Target

Residual Emissions

while tracking SBTi

trajectory that is in-line with the latest climate
science that is necessary to limit global temperature
change to a safe level: well-below 2°C above

pre-industrial levels and pursue efforts to limit
warming to 1.5°C.




Companies adopting science-alighed targets
with the SBTi become science-based

Join the companies taking action

The SBTi is a partnership between CDP, the United Nations Global Compact, World Resources Institute (WRI) and the
Worldwide Fund for Nature (WWF). The SBTi call to action is one of the We Mean Business Coalition commitments.

By committing and submitting targets for validation with the Science-Based Targets Initiative (SBTi), your targets become
science-based and verified by an international recognized initiative.

10,950 7,425 3,066 1,632

Total Number Companies with | Companies with Companies with
of Companies Validated Targets / Active Targets Net Zero Targets

*As of March 21, 2025

Source: SBTi Website


https://sciencebasedtargets.org/companies-taking-action/

Science-alighed

Google

GE's goal for GHG reductions is a 50%+ absolute reduction from a 2019 baseline of operational
GHG emissions by 2030 in conjunction with a larger goal of carbon neutrality by 2030.

In June 2021, Google announced that they had joined the Race to Zero and the Exponential Roadmap
Initiative and commits to halving emissions before 2030 towards Net Zero throughout the value chain.

Science-based

©

o
. [ ]
Microsoft

salesforce

Target commits to reduce absolute scope 1and 2 emissions and scope 3 GHG emissions from retail purchased
goods and services 30% by 2030 from a 2017 base-year. Target also commits that 80% of its suppliers by
spend covering all purchased goods and services will set science-based scope 1 and scope 2 targets by 2023.

Microsoft commits to continue annually source 100% renewable electricity through 2030. Microsoft also
commits to reduce scope 3 GHG emissions intensity per unit of revenue 30% by 2030 from a 2017 base year
and to avoid growth in absolute scope 3 emissions.

Commits to reduce absolute scope 1 and scope 2 GHG emissions by 50% by 2030 from a 2018 base year.
Reduce absolute scope 3 GHG emissions from fuel and energy related activities by 50% by 2030 from a
2018 base year. Suppliers representing 60% of its scope 3 emissions, covering all upstream emission
categories, will set science-based targets by 2024.



Motivations and barriers

/N

Why are companies setting Why are companies opting out?

science-aligned targets? e Some sectors and industries are not feeling

the pressure yet where demand is still
inelastic to climate change — that’s
quickly changing

e External pressure from customers and investors

e To show leadership and commitment, join the

global call to action

e Changing criteria, hesitate to act too soon
e To create along-term strategy for their

company using a set target e Not enough alignment behind climate

within the organization
e To hedge againstrisk and be ready for the low

carbon transition, prepare for costs

e Tounderstand emissions and what can be
done to reduce them



Key takeaways

What are science-aligned targets?

e The latest climate science tells us that we all must take swift action to
minimize emissions within the next decade, and businesses will have a
critical role to play in all this

e Science-aligned targets align with modelled emission reduction
trajectories set forth by the IPCC report

e Science-aligned and Science-based target definitions are different: one
requires you to commit and submit to the Science-Based Targets
initiative (SBTi) and the other only required you to follow the guidance

e Set science-aligned targets to safeguard your company against future
climate risk and demonstrate leadership

e 10,950 companies worldwide are participating in the Science-Based
Target initiative and 7,425 companies have not only have become
Science-Aligned, but they have also become Science-Based through
validated targets with SBTi




02 Science-aligned targets:
Sector perspective



Reductions and removals

Figure 0.1. Graphical representation of a Net Zero
target, interim SBT, and optional compensation

A
Qe
@) 1. Interim SBT
O
E
c
2 2. Net Zero target
k.
£ :
- ' - - o= o 1-5°CAligned
. » mitigation pathway
3. Optional

compensation ..
P ‘ Gross GHG emissions

‘ Carbon removals
Q Compensation

Reduction is priority

Reduction within a company's value-chain enables
long-term transition to a Net Zero economy

Reduction is primary and removals is secondary
(as a way to balance in the meantime)

Experts expect a 90% reduction in scope 1, 2
and 3 by 2050

Experts expect 42% reduction by 2030



What are the reductions
needed per sector?

To be 1.5° aligned, all these sectors must follow a science-aligned
pathway set forth by the IPCC

40

25

20

15

Emissions (GtCO))

10

5

0

2011 2020 2030 2040 2050
= Power generation m— Cement === lron and steel w— Aluminium
Chemicals and petrochemicals Pulp and paper s Other industry w— Light road passenger
transport
= Heavy road passenger transport Rail passenger = Aviation passenger Other transport
transport transport
w  Service buildings Non-included sectors +«==+= RCP 2.6 total === RCP 26 excluding

land use change

This means these sectors

e Power generation

e Cement

e Industry

e Chemicals/petrochemicals
e Aviation

e Service buildings

e Iron and steel

e Pulp and paper

e Heavyroad transport

...must reduce by a range
of 25% to 50% by 2030
(see next slide)




Industry expectations

% R ' . . :
Activity | Pathway Type Eligible Companies

2019-2030 2019-2050

Most companies with emissions
Universal Absolute GT CoZ2e 42% 90% from non-FLAG activities except
power generation companies
Absolute Mt CO, 539 959% Building companies, other cement
purchasers
Cement
Intensity tO,/t cement 24% 94% Cement producers, capital goods
Building companies, auto
Absolute Mt CO, 29% 91% manufacturers, other steel
purchasers
Iron and steel
Intensity tO,/t steel 32% 92% Steel producers, capital goods

The SBTi Net Zero Corporate Manual V1.1 for company road test July 2021



Industry expectations

o !
Activity | Pathway Type Eligible Companies

2019-2030 2019-2050
Absolute Mt CO, 57% 99% Electricity users
Power
generation
Intensity tCO,/kWh 69% 99% Electric utilities
Absolute Mt CO, 23% 79% Airline users
Aviation
Intensity I’giﬁ/]thousand 39% 89% Airlines, airline manufacturers
Absolute Mt CO, 56% 99% Building users
Service
buildings
Intensity tCO2/M2 63% 99% Real estate companies
Absolute Mt CO, 129% 899 Retail companies, other shipping
Heavy road purchasers
transport
Intensity :E(k)r%/thousand 38% 95% Shipping service companies

The SBTi Net Zero Corporate Manual V1.1 for company road test July 2021



Examples of industry targets and collaborations

M \RMI
SABA

SUSTAINABLE AVIATION BUYERS ALLIANCE

FDF e

ENVIBONMENTAL ™
DEFENSE FUND

Finding the ways that work

O CEBA

Clean Energy Buyers Association

SABA is spearheaded by RMI, a non-partisan, non-profit organization that works to transform global
energy systems across the real economy

SABA’s mission is to accelerate the path to carbon-neutral air transport by driving investment in
sustainable aviation fuel (SAF), catalyzing new and additional SAF production and technological
innovation, and supporting member engagement in policy making

Education and policy support: SABA will help members navigate the technical aspects of Sustainable
Aviation Fuel (SAF) and the SAF market, aviation emissions accounting, and the SAF policy landscape

Investment opportunity: SABA will establish arigorous, transparent SAF certificate system enabling
air transport customers —not only aircraft operators—to invest in high-quality SAF to meet their
ambitious climate goals

Please watch this resource on primary SABA objectives

The Clean Energy Buyers Alliance (CEBA) is an alliance of large clean energy buyers, energy providers,
and service providers

CEBA aims to support the marketplace for all non-residential energy buyers to lead a rapid transition
to a cleaner, prosperous, zero-carbon energy future

Current programs: education, policy innovation, supply chain and international collaboration

Learn more and how to join here


https://rmi.org/saba/
https://rmi.org/
https://www.youtube.com/watch?v=dbHmAINS9SI&t=557s
https://rebuyers.org/
http://here

Examples of industry targets and collaborations

CLIMATE GROUP

STEELZERO

SteelZero is a global initiative that brings together leading organizations to speed up

the transition to a Net Zero steel industry

Organizations that join SteelZero make a public commitment to procure 100% Net Zero
steel by 2050

By harnessing collective purchasing power and influence, SteelZero sends a strong
demand signal to shift global markets and policies towards responsible production and
sourcing of steel

WORLD
ECONOMIC
FORUM

Concrete Action for Climate (CAC) was launched by the World Economic Forum and the

Global Cement and Concrete Association

It aims to bring industry, the built environment, civil society, governments, and investors
to coordinate global climate actions towards 2050 Net Zero targets and stimulate
demand for sustainable cement

The CAC already represents 40% of the global concrete and cement industry through
the GCCA


https://www.theclimategroup.org/steelzero
https://gccassociation.org/news/concretes-path-to-net-zero-emissions-in-focus-as-the-world-economic-forum-and-the-global-cement-and-concrete-association-join-forces-to-deliver-concrete-actions-for-climate/
https://www.weforum.org/
https://gccassociation.org/

Examples of industry targets and collaborations

e The Coalition for the Energy of the Future aims to sustain new green mobility models
«@nerqy future and to reduce the impact of transport and logistics on climate change

" COALITION

e Announced its seven projects to be deployed in 2021 to fight climate change within the
transport and logistics industry

e The coalition’s 14 members include: Total Energies, Engie, Schneider Electric, Amazon
Web Services and Wartsila

e New members include Airbus, Bureau Veritas and PSA International

AIRBUS : NC ' e SCHNEIDER

aws C



http://energyfuturecoalition.org/home/

Key takeaways

Science-aligned targets: Sector perspective

e Each sector must do its part by reducing between
25 to 50% absolute reductions to stay in line with the
latest climate science

e Industry groups are coming together to address climate
change by developing strategies to
tackle Net Zero

e Look for support and join relevant industry groups to
help support your sustainability journey

e Knowledge sharing and preparing for transition is key




03 Process to set science-alighed targets



Things to consider when setting
a science-aligned target

Has your company completed a GHG inventory that covers both Scope 1 and Scope 2 emissions? If so, has your

inventory been verified?

Have you evaluated the relevance of all or some of the 15 Scope 3 emissions categories?

Have you calculated the emissions associated with all of your relevant Scope 3 categories? Do you currently have

methods in place to communicate and engage with your value chain and collect environmental/ energy/ carbon data?

Do you purchase any Renewable Energy Credits, Power Purchase Agreements, or Guarantees of Origin?

What are feasible emission reduction initiatives for your company, and how far could they get you?

Has your company implemented energy efficiency projects to decrease energy consumption?

Has your company set an emissions/energy reduction target before?

Why are you interested in setting an SBT? OR what is your company’s primary goal?




What is the experience overall like?

1. Typically requires alignment across various

internal departments.

May include but not limited to departments responsible for:

Electricity procurement
Energy efficiency
Transportation and fleet
Supply chain

Packaging and manufacturing

Distribution center and warehouse management

Requires approval from leadership usually in presentation

for a board meeting.

Setting targets and their associated costs are modelled
due to financial implications

All assumptions need to be agreed upon and aligned by
various departments

This is not just a modelling exercise but a strategy
piece that has a lot of implications on tracking, costs,
and the development of reduction programs and
partnerships to support the target chosen.

If setting SBTi verified GHG Target: Thereis a
foundation for SBT criteria, there are many
uncertainties that require companies to be actively
engaged with new science-aligned criteria.

e Following updates with the science-based targets
initiative (SBTI)

e Changing GHG accounting methodologies
e Tracking and monitoring emissions over time

e Reporting and restating your base year,
case-by-case basis, MandA’s

e New target criteria, i.e., Net Zero



Questions to help you
navigate internal buy-in

e Peer-Benchmarking (why and what GHG targets your
peers are setting?)

e I|dentifying and presenting stakeholders expectations (what are your
customers, investors and suppliers expecting of your organization?)

e What would the future look like if you set GHG target vs. if you do not?
e How will the target affect the business? (pros and cons)

e |sthe GHG targetin alignment with the company's future
business model and stakeholder expectations?

e What would the roadmap look like for the next 10 years?
e What challenges you see in implementing the roadmap?

e Budget and resources needs to plan and implement the GHG Target?

Internal
Buy-In
Next Exit




Organization’s internal process to set

science-alighed GHG targets

Determine your baseline year
(most recent GHG inventory)

~

Analyze your scope 1 and 2
baseline footprint

/

Project emissions to target year

Determine which scope 3 categories
are relevant and most material

/

Model emission reduction
initiatives and determine the
feasible level of ambition

/

\_

Analyze your scope 3
baseline footprint

/

Internal buy-in, roadmap
development and resource alignment

/

Finalize and publish targets

/




Organization’s internal process to set
science-alighed GHG targets

Submit the commitment letter

1 e Calculate a complete GHG inventory: Scope 1, 2,and 3

Develop a target ~ o Verify this GHG inventory with a third party

) e Settarget pathways on Scope 1, 2, and 3 that align with the level of ambition

set by industry standards such as the science-based targets initiative

Submit target for validation

Publicly discl r tar ' ' ili ' ~
Announce the target e Publicly disclose your target in sustainability reporting and annual reporting

N e Make continual improvements in your GHG accounting

Update the target over time ~ e Track new changes to your business

NN 2N AN /

e Update at minimum every 5 years



https://sciencebasedtargets.org/companies-taking-action/
https://sciencebasedtargets.org/resources/files/SBTi-Target-Submission-Form_2021-10-12-084047.docx
https://sciencebasedtargets.org/resources/files/SBTi-How-To-Guide.pdf
https://sciencebasedtargets.org/resources/files/SBT-Commitment-Letter.pdf

Quiz 1: What elements
need to be in place
to begin developing
a target?

Scope 1 emissions inventory for my operations completed

Scope 1, 2, and 3 emissions screened and evaluated

Scope 1 and 3 emissions screened and evaluated

o 6w »

Scope 1and 2 emissions inventory completed




Quiz 1: What elements
need to be in place
to begin developing
a target?

A. Scope 1 emissions inventory for my operations completed

[B. Scope 1, 2, and 3 emissions screened and evaluated ]

C. Scope 1Tand 3 emissions screened and evaluated

D. Scope 1and 2 emissions inventory completed

- N N S e W i

L S e D e

- S

S



Key takeaways

Process to set science-aligned targets

e Your science-aligned strategy should include multiple business
units and most important leadership oversight

e Make sure to factor in emissions as well as costs when
developing targets

e Make sure to have a robust GHG emissions inventory and
a process for updating it in order to track progress




04 Types of science-alighed targets



Types of targets

Aims to reduce
GHG emissions by
a set amount

A normalized metric that sets a
company’s emissions targets relative
to some sort of physical output

v

Requires a base year,
target year, and
reduction %

v

Not only requires a base year,
target year, and reduction %, but
a denominator KPI

Absolute Intensity
v Target Target Numerator: CO2e emissions
. Emissions
Company A commits 5 -
- enominator: Weight of product
to reduce 3 million KP| FTE"s
tons of CO2e 50% by Distance (km) traveled
2030 from 2019
base year \ 4

Company B commits to reduce
aviation business travel 75% per
FTE by 2035 from a 2019 base year



Current SBTi standard criteria

Absolute Physical In.ten5|ty Ta.rgets
Reduction Targets or Physical Intensity
Convergence (SDA)
Scope 1and 2 Physical intensity targets
e Equivalentto atleasta 4.23% linear e Relevant only for Scope 3 for companies
average that produce a physical good
e Aligned with 1.5°C e Atleast 7% YoY reduction in intensity
Scope 3 Physical intensity convergence (SDA)
e Equivalent to atleasta 2.5% linear e Scope, 2,and 3 for companies whose
average year-on-year reduction sector fits within the defined SDA sectors
e Aligned with well below 2°C e Minimum requirements are sector specific

Source: SBTi Criteria v.5.2



https://sciencebasedtargets.org/resources/files/SBTi-criteria.pdf

To be science-alighed, there are key elements
to consider

Coverage Type of target

e Absolute reduction
targets are more
ambitious than intensity
targets, but itis

e 95% of Scope 1and 2 must
be under the target you set

e 67% of Scope 3 for near term
targets or 90% of Scope 3 for

targets up until 2050 is @ recogn.izec.j that absc?lute
suggested reduction is not feasible

for everyone
Level of ambition

e Scope Tand?2isrecommended tobein

Timeframe

e 51010 yearsfrom base year

to target year; Base year Disclosure line with a 1.5°C trajectory (4.2%
suggested 2019 or 2021 reduction annually)
e Reportyour GHG
emissions on an annual ® SCOpe 3isrecommended to beinline

basis, i.e. through CDP with a 1.5°C trajectory



Key takeaways

Approaches to setting science-aligned targets

e Science-aligned targets come in1of 2 forms: a carbon intensity
metric where emissions targets are relative to either a physical
output, and an absolute target where the company aims to reduce
GHG emissions by a set amount

e There are varying levels of ambition that focus around a 1.5-degree
threshold for scope 1 and 2 and a well below 2-degree threshold
for scope 3

e Science-aligned targets have different timelines associated with
when they can be set from the base year

e The emissions under target must cover a certain share (%)
of scope 1, 2, and 3 emissions




05 SBTi methods to set
GHG reduction targets



Methods for setting SBTi GHG

reduction targets

Absolute Contraction

Physical Intensity

SDA ( Sectoral Decarbonization

2030 from 2019.”

services and use of sold
products 30% by 2030
from a 2017 base year.”

square foot by
FY2030 from a
FY2021 base year.”

MWh generated to
by 2030 from a
2019 base year.”

Approach)
Scope
cluded Scope 1and 2 Scope 3 Scope 3 Scope 1and 2 Scope 3
Minimum
reduction 4.2% Y-o0-Y 2.5% Y-o-Y 7% Y-0-Y 4.2% Y-o-Y 2.5% Y-o-Y
requirement
e Power ° Pulp.and Paper
e Iron and steel e Services-buildings
Applicability | All sectors All sectors e Passenger and
e Cement .
: freight
e Aluminum
e Transport
E;?/'::’;SZS 95% 67% (% of emissions) 67% (% of emissions) | 95% 67% (% of emissions)
“Company A commits | “Company A commitsto | “Company B commits | “Company C “Company C commits to
to reduce absolute reduce absolute scope 3 to reduce the intensity | commits to reduce |reduce scope 3 GHG
Examole scope 1and 2 GHG GHG emissions from of scope 3 GHG from | scope1and 2 GHG | emissions 45% per MWh
targetp emissions by 50% by | purchased goods and capital goods 20% per | emissions 45% per | delivered to the market

by 2030 from
a 2019 base year.”




Absolute contraction method

Description

How it Works

This method is used for setting absolute targets, based on an
absolute reduction of emissions

What is Needed

Emissions are reduced by an overall amount by the target year,
relative to the base year

e Base year
e Targetyear
e Base year emissions, disaggregated by scope

Example

Applicable Scopes

Scope 1, Scope 2, and Scope 3 (although different SBTi
% requirement for Scope 3)

Reduce annual CO2e emissions 50% by 2030, from 2019 levels

‘ Minimum Reduction Required

Scope 1and 2:1.5°C (4.2% annual linear reduction)
Scope 3: Well-below 2°C (2.5% annual linear reduction)




Sample trajectory

Example: Base year of 2019, target year of 2030 (11-year goal period)

Scope 1and 2:1.5°C

Reduction pathway: 1.5°C (1.5DC)

Scope: Scope 1and 2

Base year emissions [tCO2e]: 4,827,567

Annual % reduction: -4.2%

Total reduction: 46.2% (11 years* 4.2%/year)

Target year emissions [tCO2e]: 2,799,989




Absolute reduction target examples

O

Hewlett Packard Enterprise
commits to reduce absolute scope
1Tand 2 GHG emissions by 55% by
2025 from 2016 base year.
Hewlett Packard Enterprise also
commits to reduce absolute scope
3 GHG emissions 15% by 2025
from 2016 base year.

Source: SBTi Website

Global food and beverage
company Nestlé commits to
reduce absolute scope 1and 2
GHG emissions by 12%
between 2014 and 2020.

NI
CISCO

Cisco commits to reduce
absolute scope 1and 2 GHG
emissions 60% by FY2022
from a FY2007 base-year.



https://sciencebasedtargets.org/companies-taking-action/

Physical intensity method: 7%

Description

How it Works

A method for setting an intensity target in which emissions are
reduced at a minimum rate of 7% in annual linear terms relative
to a specific business metric, such as emissions per production

output of the company

What is Needed

e Emissions are reduced relative to a specific business metric, such
as production output of the company. Flexible in terms of KPI and
must be relevant to the scope 3 category i.e., purchased goods
and services or fuel and energy related activities

e Absolute emissions should not increase during the specified

target time period

Base year

Target year

Base year emissions, disaggregated by Scope
Activity level in the base year

Projected change in activity by target year

‘ Applicable Scopes

Scope 3

Example

Reduce GHG emissions per pair of shoes 95% by 2030 from a
2017 base year, thisis a 95 + 13 = 7.31% intensity reduction in
annual linear terms and meets the minimum physical intensity
improvement requirement

‘ Minimum Reduction Required

Well-below 2°C (2.5% annual linear reduction)




Physical intensity target examples®

Western Digital

Western Digital commits to
reduce absolute scope 1and 2
GHG emissions 42% by FY2030
from a FY2020 base year.
Commits to reduce scope 3 GHG
emissions from use of sold
products 50% per petabyte
capacity sold by FY2030 from a
FY2020 base year.

Source: SBTi Website

Lenovo commits to reach net-zero GHG
emissions across the value chain by
FY2049/2050. Lenovo commits to reduce
absolute scope1& 2 GHG emissions 50%
by FY2029/2030 from a FY2018/2019
base year. Commits to reduce scope 3 GHG
emissions from use of sold products 35%
on average for comparable products.
Commits to reduce scope 3 GHG emissions
from purchased goods & services 66.5%
per million US$ gross profit. Commits to
reduce scope 3 GHG emissions from
upstream transportation & distribution

25% per tonne-km of transported product.

Ultralech

The Engineer's Choice

UltraTech Cement Limited commits
to reduce scope 1 GHG emissions
27% per ton of cementitious
material by FY2032 from a FY2017
base year. UltraTech Cement
Limited also commits to reduce
scope 2 GHG emissions 69% per
ton of cementitious material within
the same time frame. The target
boundary includes biogenic
emissions and removals from
bioenergy feedstocks.


https://sciencebasedtargets.org/companies-taking-action/

Sectoral decarbonization approach (SDA)

Description How it Works

A method for setting physical intensity targets that uses
convergence of emissions intensity by sector

Power

Iron and steel Emissions are reduced relative to a specific business metric, such as
Cement production output of the company. The SDA assumes global
Aluminum convergence of key sectors’ emissions intensity by 2050

Pulp and paper
Services-buildings
Passenger and freight transport

What is Needed ‘ Applicable Scopes
Base year
Target year
Base year emissions, disaggregated by Scope Scope1,2and 3

Activity level in the base year
Projected change in activity by target year

Example ‘ Minimum Reduction Required

Company C commits to reduce scope 3 GHG emissions 45% per

£ ,
MWh delivered to the market by 2030 from a 2019 base year Specific to sector guidance




SDA target examples

CNC

Enel commits to reach net-zero GHG
emissions across the value chain by 2040.
Commits to reduce scope 1 from power
generation GHG emissions 80% per kWh by
2030. Commits to reduce scope 1& 3 GHG
emissions from fuel & energy related
activities covering all sold electricity 78% per
kWh by 2030. Commits to reduce absolute
scope 3 GHG emissions from the use of sold
products 55%. Commits to reduce absolute
scope 1 & 2 non-power generation emissions
& scope 3 GHG emissions covering purchased
goods & services, capital goods, & all
remaining fuel & energy related activities
55%.

Source: SBTi Website

@
Hilton

HOTELS & RESORTS

Hilton commits to reduce
absolute scope 1and 2 GHG
emissions 46.2% by 2030
from a 2019 base year.
Hilton also commits to
reduce absolute scope 3
GHG emissions from
franchises 27.5%.

Jﬁneco

Eneco commits to achieve net-zero GHG
emissions across the value chain by 2035 from a
2019 base year. Commits to reduce absolute
scope 1,2 & 3 GHG emissions 57% by 2030 from
a 2019 base year. Commits to reduce scope 1 GHG
emissions from power & heat generation 80.7%
per MWh. Commits to reduce scope 1 & scope 3
category 3, fuel & energy-related activities,
power generation GHG emissions of all electricity
sold to end users 76.2% per MWh. Commits to
reduce absolute scope 3 GHG emissions from the
use of sold products 46.2%. Commits to annually
sourcing 100% renewable electricity for own use
through 2030.


https://sciencebasedtargets.org/companies-taking-action/

SDA in the SBTi tool

Target setting method

! —~ Select Sectoral Decarbonization Approach

SDA scenario ETP B2DS (only B2DS is currently available for SDA)
SDA sector D Select appropriate SDA sector
Base year Drogdown

& Enter Base and Target year
Target year Dropdown
Projected output measure Target year output (Linear) Dropdown

Enter Base and Target year output (output is

Setlrereters
dependent on sector)

Square meters

"@ge(Slinensina 20 kCOamal . Fnter Base year Scope 1 and Scope 2 emissions

tCO2e (S2 intensity: 60 kCO2/m2)

Base year output
Target year output (Linear)

Scope 1 emissions

n
®
0
ct,
o
=
Y
=)
O
c
~+
Q.
m
~+
Y

Scope 2 emissions

IEA ETP B2DS scenario

Review all target modelling data

Base year (2014) Target year (2026) % Reduction

The SBTi target setting tool can be po0s = o
used to model targets in line with 6000 2083 S0.3%
#0040 e A

Company | Scope 1 emissions intensity (kCO2/m2) 20.0 95 52.3%
Company | Scope 2 emissions intensity (kCO2/m2) 60.0 298 50.3%

SBTi approved criteria and methods.

Company | Scope 1+2 emissions intensity (kCO2/m2) 0.0 33.9 57.6%

Source: SBTi Target setting tool (download)



https://sciencebasedtargets.org/resources/files/SBTi-target-setting-tool.xlsx

Renewable electricity targets

Approaches to setting science-aligned targets

e Allowed in addition to emissions reductions targets

e Based on actively sourced renewable electricity

e Required targets: (RE100) aligned with WB2D — 80% RE procurement
by 2025 and 100% by 2030

RE100 companies can achieve 100% renewable electricity

by making claims to:

e Produce renewable electricity from their own facilities

o Grid-connected and onsite/offsite, or off-grid

o Own consumption or production only claims

e Purchase renewable electricity sourced from generators and suppliers
o Direct purchases (e.g. PPAs), onsite or offsite

o Retail purchases from suppliers and utilities, and energy
attribute certificates

Example: Microsoft commits to continue to annually
source 100% renewable electricity through 2030

Source: RE100 Technical Guidance



http://media.virbcdn.com/files/73/4c55f6034585b02f-RE100TechnicalCriteria.pdf

Recommendations on choosing an SBT method

Applicability

Advantages

Disadvantages

All

Absolute Reduction Target

Physical Intensity/SDA

Power generation e
Iron and steel °
Cement °
Aluminum

Pulp and paper
Transport services
Services/commerci
al buildings

Renewable Electricity Target

All

Aims to reduce GHGs
emitted to the atmosphere
by a specific %
Environmentally robust and
more credible to stakeholders
Easy to model/communicate

Independent of economic growth or decline
Can be more in line with emissions reduction
strategies and internal progress tracking
May increase the comparability of GHG
performance amongst companies

Suitable for companies for
whom electricity is large
source of emissions
Suitable for companies with
existing RE goals

Suitable for companies who
have already achieved the
SBTi RE % requirements

Does not allow comparisons
of GHG intensity/efficiency
to that of peers

Reported reductions or
increases in GHGs may be
tied to declines in
production/output or growth

Absolute emissions may rise even if intensity
decreases (e.g., if output increases more
than GHG intensity decreases)

SDA is not suitable for

heterogeneous sectors

Does not address
Scope 1 emissions
Must still cover 95% of
scope 1and 2 emissions

- May require a combined goal

Source: SBTi Target setting manual



https://sciencebasedtargets.org/wp-content/uploads/2017/04/SBTi-manual.pdf

Decision tree:
Choosing the
right method

Absolute
Contraction Physical

Intensity

Does the
company want NO
Absolute to demonstrate
Contraction strong
ambition?
Is the

elnfpizliy Renewable

E{ECITENETNE Electricit
fast growth? Target .

Is the company
already actively YES
sourcing
renewable

Do Scope 2 electricity?
emissions make
up > 95% of the
company’s
Scope 1and2
emissions? Does the

company fit
into one of

the SDA
sectors?

S S S S S



Quiz 2:
True or False?

An absolute target is measured using a physical ——
denominator and reduces 7% per year. e e e — I e
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Quiz 2:
True or False?

FALSE.

An absolute target is measured using a physical —
denominator and reduces 7% per year. E————
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Quiz 3:

What are the three
components of an
absolute target?

1 Base year, .
A Target year

d Reduction % e e e e e
d KPI (e.g. weight of product, revenue, or FTE’Ss) - — e ———

BT S b S b e i



Quiz 3:

What are the three
components of an
absolute target?

¥ Base year,
¥ Target year

¥ Reduction % e T
A KPI (e.g. weight of product, revenue, or FTE’s) . e S — =

- N N S e W i

T S e s e

A e

T S e S e i



Quiz 4:

Based on the company
scenario below, what target
setting method best
describes this company’s
chosen target?

A commercial services company wants to set a target that
reduces their total Scope 3, Category 1, PGandS emissions
by 50% by 2030 from a 2019 baseline.

Base year,

Target year

Reduction %

KPI (e.g. weight of product, revenue, or FTE’s)

Cowpx




Quiz 4:

Based on the company
scenario below, what target
setting method best
describes this company’s
chosen target?

A commercial services company wants to set a target that
reduces their total Scope 3, Category 1, PGandS emissions
by 50% by 2030 from a 2019 baseline.

Base year, ]

Target year
Reduction %
KPI (e.g. weight of product, revenue, or FTE’s)

SRS P




Quiz 5:

Based on the company
scenario below, what
would be the best target
setting method to choose?

A corporation would like to set an intensity target
of GHG emissions by volume of sold hard drives.

A. Absolute

B. SDA

C. Physical intensity

e p—— . ~ .o e el — —————



Quiz 5:

Based on the company
scenario below, what
would be the best target
setting method to choose?

A corporation would like to set an intensity target
of GHG emissions by volume of sold hard drives.

A. Absolute
B. SDA

[ C. Physical intensity ]




06 Updates and alignment with Net Zero



Net Zero and the new SBTi strategy

In 2019, SBTi launched a process to develop the first science-based global standard to enable
companies to set robust and credible Net Zero targets in line with a 1.5°C future.

Emissions reductions need to be seen at a massive scale in the .
near term in order to reach Net Zero emissions by no later than \

2050. ’ @ Net Zero is the state at
which residual
emissions are balanced
with carbon removals

Announced in March 2025
Draft of Corporate Net-Zero Standard V2

e Scope1& 2 are split for emissions to reflect the challenges
decarbonizing these categories

e Proposes increased flexibility through options to set targets
for green procurement and revenue generation for scope 3
to focus on action in the most emission-intensive activities,

T

instead of setting an emissions reduction target

e Introduces an assessment & communication of progress
against targets requirement, to enhance accountability and
recognize companies leading on decarbonization


https://sciencebasedtargets.org/news/sbti-launches-draft-corporate-net-zero-standard-v2-for-consultation

Net Zero changes to SBT criteria

Criterion

Timeframe

Near-Term

2030 or sooner

Long-Term

2050 or sooner

Scope 1and 2

ambition 1.5°C 1.5°C

Scope 3 15°C 1.5°C

ambition '

Target e Scopeland2:95% e Scope Tand 2:95%

boundary e Scope 3: 67% coverage required e Scope 3:90% of total emissions
Absolute contraction
SDA e Absolute contraction

Method Renewable electricity target e SDA

Supplier engagement
Physical intensity contraction

Renewable electricity target




What are the implications
of these changes for your
company’s commitment?

If you are already among the group of companies with scope 1and 2,
1.5°C aligned targets — congratulations.

Companies that had targets approved in 2020 or earlier, will have
until 2025 as per the current SBTi criteria to update their targets.

Companies that have been approved after that date — including
companies with approved well-below-2°C targets in 2021 — will
need to review and update their targets at least every 5 years.

SBTi provides this flexibility because it takes some time to adjust
targets once set. They strongly encourage companies to update
their targets as soon as possible before our deadlines, in order to
be aligned with the latest climate science.

If your company already has a validated SBT that does not fulfil the
ambition criteria for scope 1and 2 or scope 3, it must be updated,
however, companies will not be required to update targets to meet
the new timeframe requirement.




FLAG Update

SBTi published the FLAG guidance in September 2022. Here’s what you need to know:

Forestry, Land Use, and Agriculture

FLAG Inventory/Targets

e SBTicompanies that meet the requirements must complete a FLAG inventory and set a FLAG target
e FLAG emissions/removals include land use change, land management, carbon removals, and storage

Relevant Companies

e Forest & paper products, food production (animal source or agricultural), food & beverage
processing, food & staples retailing, and tobacco

OR

e Companiesin any other SBTi sector with FLAG emissions accounting for more than 20% of overall
emissions across all scopes

Forests, Land and Agriculture - Science Based Targets



https://sciencebasedtargets.org/sectors/forest-land-and-agriculture

Key takeaways

Updates and alignment with Net Zero

e There are simply 4 categories of targets: absolute, physical intensity,
renewable, and Net Zero targets

e On ambition: The absolute target category is more ambitious than any
intensity target and if your absolute target is Net Zero that is
science-aligned, that is the highest ambition currently

e You should understand the cost and reduction implications of any
of these science-aligned targets before making them official

e Net Zero targets have a near-term (interim) target and a long-term
target by midcentury or 2050. The long-term target is more ambitious,
requires more emissions coverage, and is NOT intensity-based
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