STEP 6

Climate Commitment and Target Setting
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Key objective of step 6
Committing to Carbon Neutrality or Net Zero, setting GHG reduction targets and implementing
decarbonisation strategies.

Required Actions
Establishing a climate commitment (Carbon Neutral or Net Zero).
Establishing a commitment target date (the number of years to achieve the organisation's
climate commitment.
Establishing the carbon reduction and/or offset targets per year based on climate
commitment and target date.
Selecting absolute (total) or intensity emissions metrics (per unit of unit of production or
output) for each emissions scope.
Identifying carbon reduction opportunities that the company has adopted as part of its
decarbonisation strategy.
Transfer the input data to Section I of the company’s GHG Inventory Management Plan
(IMP) and record any activity exclusions if applicable.

The Importance of a Credible Climate Commitment
The global community, driven by their concerns for the environment and the inaction of many,
have become more knowledgeable and focussed on climate change. Some of the strategies and
initiatives historically employed by organisations to demonstrate a commitment to the environment
and/or climate change, may no longer carry weight and face increasing scepticism from their
stakeholders.
Consumers are also increasingly rewarding those businesses that have a credible climate change
response, signalling a clear shift away from those that don’t. By adopting a science based approach
to climate change, your business will differentiate itself from its peers, set aside any concerns from
the community and maintain and gain the loyalty of consumers.
By implementing the GHG Protocol, the accepted global standard for GHG accounting, your
business’ credible science based commitment will elevate it’s commitment to climate change to
being a smart business investment, increasing customer lifetime value and elevating its brand.

Being climate smart is being business smart.
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Target Setting
Companies can utilise two metrics to establish GHG reduction targets, being:
•

Absolute emissions target (required) – total emissions of all business activities.

•

Intensity emissions target (voluntary) – emissions relative to unit of production or output.

EXAMPLE

For companies operating in secondary or primary industries, Scope 1 and Scope 2 intensity ratios
often provides a more accurate reflection of their decarbonisation progress.
Intensity emissions target
A coal mining group owns and operates 3 open cut coal mines. Calculated CO2-e emissions are:
E = Q x EF
Mine 1: 3,000,000 MT coal x 17.00 kg CO2-e /t = 51,000 MT CO2-e
Mine 2: 4,500,000 MT coal x 15.00 kg CO2-e /t = 67,500 MT CO2-e
Mine 3: 3,750,000 MT coal x 24.00 kg CO2-e /t = 90,000 MT CO2-e
Total:

11,250,000 MT coal x 18.53 kg CO2-e /t = 208,500 MT CO2-e

If the company closes down Mine 2 after it reaches end-of-life, the overall emissions from mining
operations will drop from 208,500 MT CO2-e to 141,000 MT CO2-e, a reduction of 67,500 MT
CO2-e. From an intensity perspective however, the average CO2-e per tonne actually increased
from 18.53 kg CO2-e /t to 20.89 kg CO2-e /t (calculated (11,250,000 MT - 6,750,000 MT)/141,000
208,500 MT CO2-e).

Setting Emissions Reduction Targets
Setting robust GHG reduction targets are critical to developing a credible Smarter Net Zero™
Transition Plan. Businesses need to demonstrate how they will achieve Carbon Neutral or Net Zero
status, either through emissions reduction or through offsetting their business impacts. This will have
to be achieved within a reasonable timeframe.
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Emissions reduction target levels should be considered against (i) key factors affecting GHG
emissions and impact on current operations, (ii) reduction opportunities available (scale and
economy), (iii) the future objectives of the organisation and (iv) key business drivers (growth,
production, returns, etc.). The GHG Protocol recommends the following steps for setting, tracking
and monitoring reduction targets:

Finalise and report a base inventory prepared in accordance with the requirements of GHG
Protocol.
Identify potential emissions reduction opportunities within the organisation’s boundaries
and operations as well as its value chain and product life cycle. These opportunies can then
be assessed and ranked by potential emissions reduction or the organisation’s level of
influence. Businesses have a range of decarbonisation options available:
Set an emissions reduction target and develop processes to track performance against this
target. Also determine a target date to achieve decarbonisation objectives.
Achieve and account for all reductions through thorough data collection and emissions
measurement.
Periodically recalculate the base emissions inventory to capture any changes to
organisational or operational boundaries, methodologies, activity data assumptions and
emissions factors.
Regularly report on progress to reinforce the organisation’s commitment to its transition
plan.

Once the organisation has set an emissions target, it will be crucial to consistently track the
performance of the organisation over time.

Carbon Neutrality versus Net Zero
The terms Carbon Neutral and Net Zero are terms that are ascribed to an organisations intent to
reducing or eliminating its climate impacts. These terms, whilst often used interchangeably, are not
mutually exclusive and have very distinctly different meanings.
Item

Carbon Neutral

Net Zero

Origination

The Kyoto Protocol 2005 to 2020

Paris Climate Agreement from 2020

Definition

An organisation is Carbon Neutral
when all of its CO2 emissions are
balanced through CO2 removal
achieved through active means
and/or carbon offsetting during each
year of operation.

An organisation is Net Zero when all
of its Greenhouse Gas emissions are
balanced through Greenhouse Gas
removal achieved through active
means and/or carbon offsetting
during each year of operation.

Greenhouse Gas Inventory Management Plan – STEP 6 (version 2)

5

Which gases are
included

Only Carbon Dioxide (CO2).

All the Greenhouse gases including
Carbon Dioxide (CO2), Methane
(CH4), Nitrous Oxide (N2O),
Chlorofluorocarbon-12 (CFC-12)
(CCI2F2), Hydrofluorocarbon-23
(HFC-23) (CHF3), Nitrogen
Trifluoride (NF3) and Sulfur
Hexafluoride (SF6)

What scopes of
emissions are
included

Scope 1 (direct emissions) and Scope
2 (indirect emissions)

Scope 1 (direct emissions), Scope 2
(indirect emissions), Scope 3
(indirect emissions) and emissions
that fall outside the Scope 1 to 3
source categories.

Organisational and
Operational
Boundaries

Some flexibility exists to focus on
specific services or products or parts
of the organisation.

Includes the entire organisation.

Global standards

PAS 2060

Voluntary standard issued by SBTi
(companies with > 500 employees).

The two graphics below illustrates the source categories which are included in either Carbon Neutral
of Net Zero:
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Factors to take into consideration when deciding to either adopt Carbon Neutrality or Net Zero
status:
Carbon Neutrality is a good starting point for tertiary industry businesses that have no
formal decarbonisation commitments in place.
Tertiary industry businesses that adopt Carbon Neutrality can easily transition their
commitments to Net Zero in the future as they generate less Scope 3 emissions in their
respective value chains than secondary and primary industry businesses.
Net Zero is a more relevant approach for businesses in the primary and secondary industries
which generate significant Scope 3 emissions.
The impacts of Greenhouse Gas emissions in some manufacturing, genetic or extractive
industries are also significant and can only be accounted for under Net Zero.
Carbon Neutrality enjoys less social licence than Net Zero as the carbon inventory under
this approach does not reflect an organisation’s actual emissions profile.

Emissions Reduction Opportunities
Companies have many options available to reduce their carbon inventories. The central philosophy
to achieving this lies in:

Some of these options will lead to long-term permanent reductions or avoidance of CO2-e emissoins
which should be the desired objective of companies committed to either Carbon Neutral or Net
Zero status. For the balance of CO2-e emissions, companies have a number of options to offset their
emissions.
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Scope 3 Emissions
Emissions generated by an organisation’s supply chain (upstream as well as downstream) are the
Scope 1 emissions of the organisation’s vendors, suppliers, contractors and stakeholders.
Organisations are encouraged to adopt a climate leadership role by influencing its supply chain
to reduce GHG emissions. Under the GHG Protocol, Scope 1 emissions that are not reported in
the inventories of vendors, suppliers, contractors and stakeholders that for part of the
organisation’s value chain, need to be incorporated into the Scope 3 inventory of the
organisation.
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TIP 1 – Vendors, suppliers, contractors and stakeholders that provide services or
products to your company should product or service level GHG data to your
company and indicate how these emissions are dealt with under their respective
GHG Inventory Management Plans. This will enable companies to establish which
of these GHG emissions should be included in their Scope 3 inventory or not.

Outcomes of Step 6
Your company needs to incrementally develop its GHG Inventory Management Plan across the
various stages of the GHG Inventory Process.
On completion of Step 6, your company will need to record its climate commitment and target
setting in the GHG Inventory Management Plan under Section I.
On finalising Section I, your overall progress in the development of the GHG IMP will be:

A

B

C

Completed Sections

D

E

F

Next section to complete

G

H

I

J

k

Remaining sections

Completing the GHG Inventory Management Plan
A proforma GHG Inventory Management Plan is available within the Carbon 360™ members portal
under “GHG Inventory Management – Tools and Resources”. The required inputs to Section I will
be:
Action H.1: List the climate commitment (Carbon Neutral or Net Zero) adopted by the company
overall for all entities as well as the commitment target date.

Climate Commitment
Commitment Target Date

Confirm Carbon Neutral or Net Zero

Confirm target date and number of years

Action H.2: List details of GHG inventory and GHG reduction targets for the organisation across
all entities. Please add more tables (to accommodate additional periods) and rows within tables if
required.
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Interests in legal
entities or joint
ventures
List year

Total Inventory in
current reporting
year

Inventory
(Reporting
Year)

Total Inventory
carried over from
year 5

Net reduction targets for each year (MT CO2e)

Year
1

Year
2

Year
3

Year
4

Year
5

List years
Reduce
Offset
Total
Reduce
Offset
Add net reduce or offset targets per entity per year
Total
Reduce
Add total GHG Offset
emissions calculated per entity
Total
Reduce/offset
total for each
Total net reduce or offset per year
year

Total inventory for all entities

Interests in legal
entities or joint
ventures

Reduction
Category

Inventory
(Carried

Inventory
remaining after
reduce/offset

Reduction
Category

over from
period)

Net reduction targets for each year (MT CO2e)

Year
6

Year
7

Year
8

Year
9

Year
10

Reduce
Offset
Total
Reduce
Offset
Total
Reduce
Offset
Total
Reduce/offset
total for each
year
Inventory
remaining after
reduce/offset

Action H.3: List carbon emission metrics (absolute or intensity) adopted by the company all
emissions sources across all entities. Please add more rows if required.
Scope Category

Emissions Source

Absolute or Intensity

Obtain information from Scope Category Survey Tool
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Action H.4: List all carbon reduction strategies that the company has adopted as part of its carbon
reduction strategy. Please add more rows if required.
No

Carbon Reduction Strategy

Reduce
or Offset

Year

(Commencing)

Estimated
MT CO2-e
Reduce/Offset

Reference Documents
This guideline has been developed for your convenience from globally recognised reference
documents, guidelines and resources that promote best practice Greenhouse Gas accounting
and reporting.
This guideline aims to streamline and simplify the approach to Greenhouse Gas accounting and
reporting through the summary of several open source technical and scientific documents and
resources which are listed below and also available in the Carbon 360™ Members Portal under
IMP Tools and Resources..

•

GHG Protocol - Corporate and Reporting Standard - the GHG Protocol Corporate and Reporting
Standard Revised Edition provides a step-by-step guide for companies to use in quantifying and
reporting their GHG emissions.

•

GHG Protocol - Corporate Value Chain (Scope 3) Accounting and Reporting Standard - this GHG
Protocol Scope 3 Standard is a supplement of the GHG Protocol Corporate and Reporting Standard
and provides guidance on the identification, accounting and reporting of Scope 3 emissions.

•

GHG Protocol – Product Life Cycle Accounting and Reporting Standard - this GHG Standard provides
the requirements and guidance for companies and other organisations to quantify and publicly report

Disclaimer
Whilst Paying.Green® has taken all reasonable steps in the preparation of this document, it assumes
no responsibility or liability for any errors or omissions in the content of this document. The
information contained herein is provided on an "as is" basis with no guarantees of completeness,
accuracy, adequacy, validity, reliability, avaialbility, usefulness or timeliness. The information is
provided in good faith and we make no representation of warranty of any kind, express or implied.
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