DEPARTMENT OF
ENERGY
- XM YT\ ZCHANGE

Consultation on t he

neutral 6: 1l1ands def il ni
recommendations for good practice

26 February 2009



Department of Energy and Climate Change
3 Whitehall Place
London SW1A 2HH

Telephone 030 0060 4000
Website: www.decc.gov.uk

© Crown copyright 2009
Copyright in the typographical arrangement and design rests with the Crown

This publication (excluding the royal arms and departmental logos) may be re-used
free of charge in any format or medium provided that it is re-used accurately and not
used in a misleading context. The material must be acknowledged as crown
copyright and the title of the publication specified.

Information about this publication and further copies are available from:

Carbon Neutrality and Carbon Offsetting Team
Department of Energy and Climate Change

3 Whitehall Place

London SW1A 2HH

Tel: 020 7270 8180

Email: carbonneutrality@decc.gsi.gov.uk

This document is available on the DECC website at:
http://www.decc.gov.uk/en/content/cms/consultations/

Published by the Department of Energy and Climate Change


http://www.decc.gov.uk/
http://www.decc.gov.uk/en/content/cms/consultations/

Contents

Part 1: Scope of the coNSUtatioN ... 4
Part 2: EXECULIVE SUMIMANY ...ccciiiiiiiiiiie e e e eeeeeies e e e e e e e e et e e e e e e e e eeeaaaa s e e e e aaeeennnes 6
T A A [ 1 o To 1T o] £ Lo o RO PP 8
Purpose of this consultation and intended outcome. ............ccccceevieeiriiiiiicieen e, 8
The term CarbOonN NEULTAL............uuuuuiiiiiiiiiiiiiiii i raaaee 8
Transparency and the role for GOVErnMENt..............uuuuuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiinnes 10
The structure of this dOCUMENT.........cooviiiiiiii e 10
Part 4. Proposed definition and transparency requirements .........cccccccceeeeeeennnn. 12
The proposed definition ...........uoiii i e 12
Specific recommendations 0N traNSPArENCY ......c.cceevvvveiiiiiieieeeeeeeeiiiee e e e eeeeeeannns 12
DiagrammatiC repreSentation ..........cooeeeeeeieeee e 13
Part 5: Measuring €MISSIONS ......cciiiiiiiiiiiiiiiiiieee ettt 15
CategoriSING EMISSIONS .....cciiiiiiiiiiiiiiiiei ittt et e e eeeees 15
1RSI (0] LS =T (o] = T 16
Carbon dioxide (CO,) or carbon dioxide equivalent (CO.€).........cccceeeeeieeerrinnnns 17
Measuring emissions and use of the term carbon neutral and good practice .... 17
Part 6: RedUCING EMISSIONS ..coviiiiiiiiiiiiiiiiiieeeee ettt 22
BaCKGroUNd ... 22
Sources of advice for emisSioNs redUCiONS ..........c.evvvvvieeiiiiieiiiiiiiiiiieeeeeeeeeeeeee 23
Accounting for emissions redUCtiONS ........ccooiieiiiiiiiiiiiee e 23
Reducing emissions and use of the term carbon neutral and good practice...... 24
Part 7: Offsetting residual @MISSIONS ......ccovviiiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeeeeeeeeee e 26
(0= ¢ oo ] o e £=To 11 PSSP 26
The Gov e rgoalitgasdurdrnee scheme for carbon offsetting .................. 27
Finding an offSet ProVIdEr .......ccooie i e 29
Offsetting residual emissions and use of the term carbon neutral and good
PrACHICE ... 29
Part 8: Other ISSUEBS ...ooveiiiiii e e e e e e e e e e e 31
The need to define carbon neutrality and the role for Government.................... 31
Lack of comparability ............uooiiiiiiiice e 32
Third-party verification and communicating carbon neutrality..................cc.ve..... 32
Reviewing carbon NeUtrality ...........coooeeeeeeeeeeee e 33
Recommendations 0N good PractiCe..........cooeeeeeeeeieeieeeeeeeeeeeeeeeeeee e 33
Long-term prospects for carbon neutrality............cccooeiiiii i 34
Defining additional carbon terMS.........oooeieieee e 34
Government targets on carbon neutrality .............ceevvvvvviiiiiiiiiiiiiiiiiiiiieee 34
Part 9: Simplified example of the term iN USe.......cccoevvviiiiiiiiiiiie e 37
ANNEX L1 GlOSSAIY oo 38
Annex 2: Summary of definition and good practice guidance........cc..ccccceeeeen.e. 41
Annex 3: Complete list of consultation qUESLIONS .........cceviiiiiiiiiiiiiii e, 43

Annex 4: How to respond to this consultation ...........ccccoooe, 45



Part 1: Scope of the consultation

Topic of this
consultation

Scope of this
consultation

Geographical
scope

Impact
Assessment

Who is the
consultation
addressed to?

Who is
responsible?

How long will
it last?

The topic for this consultation is the term carbon neutral. What
does it mean? How should it be applied by organisations,
communities, individuals and for products? How should it be
understood? What i s the Governmentos

The purpose of this consultation document is to seek views on a
draft definition of the term carbon neutral that can be used by any
individuals and organisations, including for the products (goods
and services) they provide. The consultation includes practical
guidance and recommends what constitutes good practice. Views
of interested parties are sought to help clarify and confirm a
definition for publication.

This consultation is designed to shape Government thinking on
how to help raise understanding of what becoming carbon neutral
means for those who wish to do so as part of managing their
climate change impact. It does not promote the use of the term.

Separate consultations will be held in 2009 on a number of issues
related to carbon management that are excluded from the scope
of this consultation. This includes a consultation on organisational
reporting of greenhouse gas emissions that will lead to the
publication of guidance as required under the Climate Change Act.
There are also plans to seek views on a revision of the Green
Claims Code and on the particular issue of accounting for
emissions from electricity generation and use (particularly
renewable electricity).

The geographical scope of this consultation is England. However,
the views of interested parties outside England are welcome. The
Government intends to share the outcome of the consultation with
the Devolved Administrations in the United Kingdom.

There is no impact assessment. This is because the proposed
definition, accompanying guidelines and good practice will not be
regulated or enforced by the Government.

Individuals, communities and community groups, businesses
(including SMESs), NGOs, charities, academics and other
interested parties.

The Carbon Neutrality and Carbon Offsetting Team, Department
of Energy and Climate Change.

The consultation runs from 26 February 2009 to 21 May 2009.



Where can
enquiries be
addressed to?

How to
respond to the
consultation

Additional
ways to
become
involved

What will
happen after
the
consultation?

Compliance
with the Code
of Practice on
Consultation

Getting to this
stage

Previous
engagement

Carbon Neutrality and Carbon Offsetting Team
Department of Energy and Climate Change

3 Whitehall Place

London SW1A 2HH

Tel: 020 7270 8180

Email: carbonneutrality@decc.gsi.gov.uk

All responses should be addressed as above. Electronic
responses are preferred. There are further details in Annex 4.

At this stage only a written consultation exercise is envisaged.

Responses to the consultation will be examined in depth after the
closing date. After that, the Government currently intends to
publish a final version of the definition, along with guidance and
good practice advice on using the term carbon neutral.

This consultation complies with the Code of Practice on
Consultation.

Foll owing the announcement of
neutrality target for estate emissions, research was carried out on
how the term carbon neutral was being interpreted and applied by
business. The research revealed a high level of inconsistency in
terms of the meaning intended. This encompassed differences in
the types of emissions calculated and included in a footprint, in the
amount of emissions reduction made and in the means of
offsetting residual emissions. The ASA has noted in rulings that
there is no formal definition of the term carbon neutral. The term is
al so not currently included in
However, Defra is updating the Green Claims Code and will
include the outcome of this consultation in it.

The rationale for this consultation is to help fill the current gap. At
the same time, extra clarity on what carbon neutrality means

should help protect consumer rights, avoid public cynicism about
climate change because of spurious carbon-related claims and
hel p compani es doemommeyd bfoor vian
made to achieve carbon neutrality.

Government officials held meetings with a number of businesses
during the research phase of this project to gain their views and
understanding on the term carbon neutral. Officials also sought
information on the issues that surround the use of the term and
the basis for Government intervention in this area.


mailto:carbonneutrality@decc.gsi.gov.uk

Part 2: Executive summary

2.1  This consultation proposes a definition of the term carbon neutral as well as
recommendations on good practice so that the term can be used in an
informed way.

2.2  Despite its familiarity, there is no generally agreed definition of the term
carbon neutral and its use is inconsistent. Users range from Government and
large organisations to small businesses, communities and individuals. There
are also products® on the market said to be carbon neutral. The Government
believes that establishing a single definition of carbon neutral would help
standardise the term, enabling individuals, groups and organisations to take
informed decisions on its application. The Government does not intend to
regulate the use of the term, nor to encourage its use, but to enable better
application and understanding of it.

2.3  The Government wishes to take an approach that will help clarify the different
types of emissions included by users of the term carbon neutral and to ensure
that emission reduction forms part of carbon neutral claims. We suggest that
the use of the term carbon neutral be accompanied by a transparent process
involving three stages i measuring, reducing and offsetting emissions. This
document sets out recommendations on good practice for each of these.

2.4  The proposed definition of carbon neutral is:

fCarbon neutral means that i through a transparent process of measuring
emissions, reducing those emissions and offsetting residual emissions i net
calculated carbon emissions? equal zero.o

2.5 When measuring emissions in the context of carbon neutrality, users of the
term should decide which emissions are to be included. The use of the
different scopes included in the GHG Protocol® i relating to direct emissions
(scope 1), indirect energy use emissions (scope 2) and other indirect
emissions (scope 3) i is recommended. As an important alternative to
physical monitoring, emissions factors are available in public, including
Government guidelines, which can be used to calculate emissions from
certain activities. Although the process followed when calculating emissions
is not currently prescribed, it is recommended that the method chosen and the
size of the resulting carbon footprint should be made publicly available.*

2.6 Itis recommended that good practice for individuals, communities and
organisations would be to measure emissions from the production of
electricity, heat and steam and owned transport (scope 1) and emissions from
consumption of electricity, heat and steam (scope 2). Measurement of travel

'Throughout this document, o6proesuctdo means both goods
% See Glossary in Annex 1.

® See Part 5 and the Glossary in Annex 1.

* Note that the Government will be issuing guidance for organisations, especially companies, to follow

in measuring and calculating their emissions for the purposes of reporting them, later this year. A

consultation on that guidance will take place in early summer.



emissions (scope 3) ought also to be achievable. For products a lifecycle
approach should be taken.® In all cases, use of the term carbon neutral
should be clearly related to the emissions included in the initial carbon
footprint.

2.7 Reducing emissions is a vital part of becoming carbon neutral and should
start as quickly as possible. Emissions reductions should not be one-offs but
part of an ongoing process encompassing both mandatory and voluntary
action. There is no minimum level of emissions reduction to be achieved but,
when using the term, it should be clear which emissions have been reduced i
either in absolute or relative terms i and over which time period. Reductions
should be measuredusi ng t he s a meforthé ioitraloardom 6 us ed
footprint. Any reductions made outside the scope of the original footprint
should not be allowed to contribute to carbon neutrality.

2.8  When offsetting residual emissions, those seeking carbon neutrality should
be aware of the different methods of achieving this. In all circumstances,
purchasers need to consider carefully wha
valued terms, offsets purchased should re
emissions reductions elsewhere. Information on the types and amounts of
credits bought over what time period, and if possible about the projects
generating them, should be made publicly available.

2.9 There are many offsets available on the market. They fall into two broad
categories: offsets using Kyoto-compliant credits (including Certified Emission
Reductions) and offsets using non-compliance credits (Voluntary Emission
Reductions) . The Gover nmenceéesemgiaretbont y assur an
offsetting provides clear signposting to offsets which meet certain
requirements (on, for example, types of credit and consumer information).

2.10 For carbon neutrality, good practice is to purchase offsets that genuinely
reduce carbon emissions. To achieve this the projects involved must meet
various criteria relating to issues such as additionality, permanence, leakage
and double-counting. There are no UK-based projects generating Kyoto-
compliant credits. Supporting domestic projects would, most likely, help the
UK meet its emission targets at lowest cost rather than deliver additional
reductions in concentrations of greenhouse gases in the global atmosphere.
While domestic @ffsettingbis extremely beneficial in helping the UK to meet its
targets, it would not tend to help achieve carbon neutral status.

2.11 Beyond the drafting of the definition and provision of guidance and good
practice advice on using the term carbon neutral, a number of other issues
arise. One such issue is the scopeoft he Gover nmdefitings r ol e
carbon neutral (i.e. the subject matter of this consultation). Finally, the
Government has established its own carbon neutrality targets relating to the
central Government estate and Government use of ICT. Government intends
to apply any definition and guidelines agreed through this consultation to its
own targets.

® See Part 5 for information on scopes under the GHG Protocol and on lifecycle assessments.



Part 3: Introduction

Purpose of this consultation and intended outcome
3.1  The purpose of this consultation document is to seek views on:

1 a definition of the term carbon neutral;
1 qguidance on using the term and recommendations on good practice;
1 the role for Government in supporting a definition.

3.2  Responses to the consultation will be examined in depth after the closing
date. After that, the Government currently intends to publish a final version of
the definition, along with guidance and good practice advice on using the term
carbon neutral. This exercise will also make a contribution to the revision of
the Green Claims Code (see paragraph 3.12).

The term carbon neutral

3.3 Climate change is the greatest challenge facing the world today. It is within
this context that carbon neutral has become a familiar term in recent years.
Users of the term range from Government and large organisations to small
businesses, communities and even individuals. There are also carbon neutral
products on the market, including events and national and international travel
journeys. Box 1 sets out a few examples of the current use of the term. The
guestion arises: what precisely is meant by carbon neutral?

Box 1: Examples of uses of the term carbon neutral

All journeys are now "
J y The worl doés

carbon neutral at no extra : The first carbon neutral
neutral media company
cost to our travellers (Sky) beer (Adnams)
(Eurostar) y
Ai mi ng t o b e Thefirst major computing A new carbon neutral debit
first carbon neutral village company to go carbon card (Barclays)
(Ashton Hayes) neutral (Dell) y

Water coolers that are
effectively carbon neutral
(Office Watercoolers)

100% carbon neutral car =~ Carbon neutral estates by
insurance (ibuyeco.co.uk) 2012 (HM Government)

3.4 Asisthe case for a number of carbon-related terms, there is no agreed
definition of the term carbon neutral and its use is inconsistent and opaque.
This can lead to misleading references to carbon neutrality and accusations of
@reenwashd Organisations (and individuals and communities) make a variety
of statements about carbon neutrality based on their own preferred definition
of the term. For example, some companies defining themselves or a product
as carbon neutral have developed a number of challenging targets in carbon
emissions reduction strategies, viewing such reductions as integral to the
concept of carbon neutrality. Other companies who also claim to be carbon
neutral may not have sought to reduce emissions, preferring to balance them



3.5

3.6

3.7

3.8

3.9

through such actions as the purchase of carbon offsets or the use of green
electricity tariffs.

It is arguable that the increasing use of the term carbon neutral, and the lack
of transparency in its use, is symptomatic of a wider trend of companies
making new types of environmental claims about themselves and their
products. The ASA, which regulates the content of advertisements, sales
promotions and direct marketing in the UK, has recently seen a marked
increase in advertising complaints about environmental claims. The use of the
term carbon neutral has been one of the issues addressed in complaints, and
the lack of a definition and boundaries in the use of the term has led to
confusion amongst companies, advertisers and the regulators.

The Government believes that establishing a single definition of carbon
neutral would help to standardise the term, enabling individuals, groups and
organisations to take informed decisions on its application. Providing
consistency and transparency on what the term means could lead to a
number of beneficial outcomes:

enhanced consumer protection;

increased action on climate change through the provision of a framework

for non-price competition;

91 reduced levels of cynicism about climate change because of unclear
carbon-related claims;

1 benchmarks to help shape investments relating to carbon neutrality so

that they offer real carbon value-for-money.

)l
)l

Through an examination of current uses of the term, it has become clear that
the most common definition applied is relatively straightforward: that net
emissions of carbon dioxide released into the atmosphere are zero. It is also
evident that those seeking to achieve carbon neutrality tend to follow three
sequential steps. These are:

i) setting emissions boundaries and measuring the carbon footprint;
i) reducing emissions; and
iii) offsetting residual emissions.

The assumptions underpinning these steps are explored in detail in later
sections of this document. Despite the existence of a debate about the extent
to which these three stages should be applied for carbon neutral status to be
achieved, they nevertheless provide a basic structure for this consultation
document. As such, this consultation document follows the three stages from
start to finish, highlighting what applying the steps means in practice. The
consultation seeks views on a number of questions, including questions
relating to whether these three basic steps are the right ones or, indeed, all
necessary.

Most users of the term carbon neutral
reasons. For most businesses, for example, making a claim about carbon
neutrality is, at least in part, an attempt to demonstrate environmental and

do



climate change credentials to a target audience 1 in other words, to attach a

6greendé brand to a particular product and
this. This means that transparent communications are vital. Given the

increasing public awareness of climate change, the term carbon neutral may

have become an important indicator for consumers wanting to switch their

consumption into greener goods. Customers must be able to understand what

a business means when it says it is carbon neutral or when it sells a carbon

neutral product.

Transparency and the role for Government

3.10 An overriding issue to emerge from research into current practices and
opinions is that there is already a general lack of transparency about the term.
This is not a problem that applies only to the area of carbon neutrality; there is
often a general confusion around environmental terminology and activities.
This lack of transparency has reduced the potential effectiveness of the term
carbon neutral as an indicator of action on carbon emissions.

3.11 There are essentially three particular areas of confusion that tend to muddy
the waters. First, there can be uncertainty about the type of carbon emissions
users of the term mean to refer to (different greenhouse gases as well as the
nature of the sources i direct or indirect i of those emissions). (See also Part
5.) Second, it is often unclear how much users of the term have reduced,
rather than offset, their emissions. Third, there is the question of how
emissions have been offset and whether genuine carbon savings have been
made elsewhere. Transparency requirements are therefore central to this
document and are set out in full in subsequent Parts.

3.12 Under the proposed approach, the Government recommends a simple
definition of carbon neutral that is supported by a more detailed process that
transparently accounts for how users have measured, reduced and offset
carbon emissions. Some stakeholders may consider that the Government
should take a stronger approach to the use of the term either by regulating
use of the definition or by seeking to develop a formal standard or by adopting
a more detailed definition. (This is discussed more fully in Part 8.) The
Government cannot see a general justification for regulating the use of the
term carbon neutral. However, once the final definition and guidance have
been published in 2009, thetermwilb e added t o Defrabés Gree
Code.® The Code, currently under revision, is referred to by the Advertising
Standards Authority (ASA) when judging the acceptability of green claims
made in adverts with the revised version also seeking to support marketing
campaigns at the outset.

The structure of this document
3.13 Part 1 of this document is the newly-required summary of the scope of this

consultation. Part 2 is the Executive Summary. This introduction is Part 3.
Parts 4 to 7 set out the draft definition, transparency requirements and each of

6 http://www.defra.gov.uk/environment/consumerprod/gcc/pdf/gcc.pdf
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3.14

the three elements of carbon neutrality in turn. Part 8 of the document sets
out some additional i ssues, incl udi
carbon neutral in targets. Part 9 of the document gives a simplified worked
example of how the definition might be applied in practice by a small business
organisation.

Annex 1 provides a short glossary of terms. Annex 2 summarises the
definition and recommendations on good practice. Annex 3 provides a
complete list of the consultation questions found interspersed throughout the
document. Annex 4 explains how to respond to this consultation.

ng

t

he
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Part 4. Proposed definition and transparency
requirements

The proposed definition

4.1

4.2

4.3

In line with the initial analysis in Part 3, the Government proposes a definition
of carbon neutrality that is tied to a specific and transparent delivery process:

ACar bon neut ridhrougma teansparentipracess of measuring
emissions, reducing those emissions and offsetting residual emissions i net
calcul ated carbon emissions equal zero. o

This combined approach ensurest hat t he termés meaning i
meaning can be brought to the use of the term. It should bring clarity to the

three particular areas of confusion often encountered (see paragraph 3.11).

In theory, it would be possible to shorten this definition by removing the
references to the pr Gabersneutrdl meamsé¢hathed | | owe d
calculated carbon emissions are zero.0 However, a central assumption of this
consultation is that such a simple approach would not allow for the term to be

used in a meaningful and clear way. Although defining the term carbon

neutral is relatively straightforward 1 because it is essentially a simple concept

T in order to retain meaning in use, the term has to be applied in a structured

way.

The essential elements of the application of the term are four fold:

i) the term must be applied transparently. (What this means is elaborated in
paragraphs 4.4 and 4.5 below.)

i) the term must relate to some specific emissions: the et calculated
emissions.o It is important to state what these emissions are and how they
are calculated. (See Part5.)

iii) because the term refers to carbon, it must bear some relation to effective
carbon management. In other words, being carbon neutral must mean
making a contribution to meeting stringent national and international
carbon emission reduction targets. (See Part 6.)

iv) because the term relates to specific measured emissions that must be
reduced to net zero, a degree of carbon offsetting must be carried out.
(See Part 7.)

Specific recommendations on transparency

4.4

Because users of the term carbon neutral often intend a specific target
audience to recognise their carbon management efforts, it is vital that there is
transparency about what carbon neutral means in any given circumstance.
Under each of the three steps taken to achieve carbon neutrality, and to allow
the intended meaning of the term to be judged, the following should be made
clear:

S



1 exactly which and what types of emissions have been measured, and over
what time period;

1 the scale of emissions reduction achieved, the means of achieving them
(for example, energy efficiency measures or travel reduction), how the
reduction has been measured and over what time period;

1 the type of offsetting that has taken place, the projects involved and the
number and type of credits used and over what time period.

4.5 When making a statement about carbon neutrality in marketing materials,
particular care should be taken to communicate effectively and openly about
exactly what is meant by the term. Marketing materials may need to signpost
sources of additional information about the way in which the term is being
applied. For advertising, the Government has noted that the Advertising
Standards Authority has dealt with a number of complaints relating to use of
the term carbon neutral. 't i s therefore
a definition of carbon neutral in the revised Green Claims Code to support
businesses to make good claims in this area.

4.6  See Part 8 for consideration of how carbon neutrality is communicated.

Diagrammatic representation

4.7  The definition of carbon neutrality proposed, in combination with the
transparency requirements, may be represented diagrammatically, as in

Figure 1.

Figure 1: Carbon neutrality

- N

Measure
emissions

\

Reduce

emissions
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Questions for Part 4

4.8

Q1

Q2

Respondents to this consultation are invited to provide responses to the
following questions. Subsequent Parts to the document provide more detailed

guestions.

Is it appropriate for Government to produce a definition of the term carbon
neutral and recommendations on using the term? If not, why not?

Do you agree with the Governmentos
alternative would you propose?
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Part 5: Measuring emissions

5.1  The first stage examined by this consultation document is measuring
emissions. This consultation does not provide guidance on how to measure
emissions in practice (although it does signpost sources of additional advice).
The Government will be issuing guidance for organisations on how to
measure and calculate emissions later this year, preceded by a public
consultation on draft guidance in the early summer. It is clear that accurately
calculatingo n e 6 s enassidnsg ia vital both for effective carbon
management and emissions reporting and for supporting any claims of carbon
neutrality. Measuring oneds carbon footprint
or organisation, means calculating the amount of greenhouse gas (see also
paragraph 5.12) released into the atmosphere by a certain activity or range of
activities, for example driving a car, heating and cooling offices or
manufacturing a product.

Categorising emissions

5.2 In order to measure emissions in a reliable way, it is essential to follow a
careful and structured process. Setting an organisational boundary and
categorising emissions form part of this. A number of tools and international
standards have been developed to assist carbon footprinting. Emission
boundaries are most commonly grouped according to the Greenhouse Gas
Protocol (GHG Protocol).’

5.3 The GHG Protocol sets out options for fixing organisational boundaries and
then groups emissions together under three different6 s copes 6, as
Table 1.

Table 1. Emissions as categorised under the GHG Protocol
Production of electricity, heat or steam,

physical or chemical processing, owned
transport, fugitive emissions

Scope 1
Direct greenhouse gas emissions

Scope 2

. . . Consumption of electricity, heat and
Indirect emissions which one consumes

. steam
but which are generated elsewhere
Scope 3 Business transport, waste disposal, use
Other indirect emissions which one of products, purchased products, product
causes but from emission sources owned distribution and commuting, leased
by others assets, franchises and outsourcing

5.4  These categories naturally lead to a strong degree of overlap between

set

di fferent entitiesd carbon footprints.

" The Greenhouse Gas Protocol is a widely used standard for corporate emissions reporting. The
Greenhouse Gas Protocol was produced by the World Business Council for Sustainable Development
and the World Resources Institute. See also http://www.ghgprotocol.org

(0]

r

F
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use of electricity from a coal-fired power station are scope 2 emissions. The
same emissions would also fall within scope 1 for the generator. This means
that footprints from different organisations or products calculated using the
Protocol cannot be added together to make a single total.

5.5  The International Organization for Standardization has also produced a recent
standard, 1ISO 14064, that provides guidance on corporate footprint
calculations and emissions reporting. ISO 14064 includes the requirements
for the design, development, management, reporting and verification of an
organisationd s eghouse gas inventory.

5.6  When it comes to measuring emissions under these different scopes, some
steps are easier than others. For an individual or organisation, emissions in
scope 2 (electricity, heat and steam consumed) can be measured easily,
along with emissions from electricity, heat and steam generation and owned
transport sources in scope 1. Tools such as the Act on CO; calculator® for
individuals and the Carbon Trust calculator'® for businesses are available to
help calculate the carbon footprint of a home or business. A number of other
private and public sector organisations offer carbon footprinting tools and
calculators (whose conversion factors might differ from those used by
Government).

5.7  The majority of emissions found in scope 3 are often more difficult to
measure. There is some variety, with transport emissions (notably business
travel) being relatively more easy to calculate than emissions relating to, for
example, carbon impacts during the use-stage of a product.

5.8  For products, the BSI, sponsored by Defra and the Carbon Trust, has recently
published a method that is a technically rigorous but clear and practical way of
measuring the carbon footprint of products across their lifecycle. This
methodology is the PAS 2050* (Publicly Available Standard 2050). PAS
2050 is a consistent and transparent framework that can be applied to any
product and that helps businesses to move beyond managing direct
operational greenhouse gas emissions to look for reduction opportunities in
the supply chains of products and identify key sources of emissionsor &6 ho't
spotsdé i n t h.elican therafgreounderpic thegpriontisation of
emission reduction initiatives. On the back of this, business can provide
consumers with transparent and reliable information about the carbon
footprints of products which can then be factored into purchasing decisions.

Emissions factors
5.9 There are a range of everyday activities that produce emissions of

greenhouse gases whose impact is well understood. Direct measurement of
greenhouse gas emissions by physical monitoring is rare. In most instances,

® For more information on 1SO standards see http://www.iso.org

9 http://www.direct.gov.uk/actonco?2

10 http://www.carbontrust.co.uk/publicsites/cfcalculator/

1 http://www.bsigroup.com/en/Standards-and-Publications/Industry-Sectors/Energy/PAS-2050
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accurate estimates of emissions can be obtained through the use of
appropriate calculation methods employing derived emissions factors.

5.10 Published emissions factors are commonly available. For example, over a
number of years, the Government has published information relating to such
emission factors for a number of different types of activity. These enable the
calculation of CO, emissions from activities such as travelling by private and
public transport, industrial processes, electricity use and generation and use
of refrigerants and air-conditioning systems. The Government publishes
these factors in its annual guidelines for voluntary reporting of greenhouse
gas emissions'? and they should be used by all interested parties.

5.11 In addition to providing conversion factors for everyday and common activities
that | ead to greenhouse gas emissions
provide best practice guidance on such issues as accounting for the
purchase, use or sale of 6 g r e e neledtrity.t® fTheduidelines are part of
the Governmento6s toolset for helping

Carbon dioxide (CO;) or carbon dioxide equivalent (COze)

5.12 There are many different greenhouse gases emitted that can be measured, of
which carbon dioxide is one. Under the Kyoto Protocol, a basket of six
greenhouse gases has been identified.** An important step is therefore to
decide which gases to measure.

5.13 The aforementioned Government guidance for companies on greenhouse gas
reporting provides additional information on converting greenhouse gas
emissions to tonnes of COze. Where relevant emissions include gases other
than carbon dioxide, measuring in CO2e makes reporting more simple and
enables the total impact from all emissions sources to be represented in a
single figure.

5.14 The provisions on targets and carbon budgets in the Climate Change Act™
are expressed in terms of all Kyoto greenhouse gases i.e. measured in CO-e.

Measuring emissions and use of the term carbon neutral and good practice

5.15 Against this background, how should emissions be measured for the
purposes of achieving carbon neutrality? As explained above, the Climate
Change Act requires the Government to issue guidance on how greenhouse
gas emissions are measured and calculated to assist reporting by
organisations by October 2009. There will be a consultation on that guidance

'2 http://www.defra.gov.uk/environment/business/envrp/conversion-factors.htm

2 The question of accounting for the carbon impact of green tariffs is complicated because of the
interaction between policy instruments designed to encourage renewable energy production. It
should not be assumed that green tariffs are zero carbon. Refer to the guidance for full details.
14 carbon dioxide is the most common greenhouse gas, but there are five others in the basket of
Kyoto greenhouse gases (methane, nitrous oxide, hydrofluorocarbons (HFCs), perfluorocarbons
gPFCS) and sulphur hexachloride).

° http://www.opsi.gov.uk/acts/acts2008/ukpga_20080027_en_1
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5.16

5.17

5.18

5.19

5.20

5.21

this summer and it will be of immediate relevance to all business users of the
term carbon neutral.

In the specific context of the proposed definition of carbon neutrality, it is not
necessary to specify which emissions are to be included in a carbon footprint.
In other words, there should be flexibility for users of the term to decide which
emissions to include in measurement. This would, for example, allow large
business organisations to pursue carbon neutrality only for certain parts of
their business (e.g. national operations or office-based operations).

In all cases, since a structured approach is necessary for accurate reporting, it
is recommended that emissions be categorised in line with the GHG Protocol
approach. It is further recommended that D e f rpabdiisbed guidelines and
conversion factors be used for measuring emissions. Clarity on the activities
and processes covered is vital.

In terms of the unit of measurement (CO; or CO.e), given the UK targets in
the Climate Change Act there would be a case for recommending that
organisations and individuals measuring emissions for the purposes of
achieving carbon neutrality should do so in relation to the Kyoto basket of
greenhouse gases (and therefore in CO,e). However, it is proposed to keep
the option available for users to choose whether to calculate emissions of all
Kyoto greenhouse gases or only of carbon dioxide. This is because different
users will be responsible for different types of emissions.

For individuals wishing to maintain a carbon neutral household, CO, might be
the most appropriate unit of measurement because emissions of other
greenhouse gases are likely to be relatively insignificant. For businesses,
measuring emissions of all six greenhouse gases in the Kyoto basket would
tend to be a better approach and one that enables the greatest understanding
of the climate change impact of each business. For products, using PAS
2050 means using COze by default. Whichever decision is taken, the
appropriate unit of measurement should be used consistently.

To ensure transparency at all times the use of the term carbon neutral should
be accompanied by clear and open communication about the means chosen
for measuring emissions, the types of emissions measured (in terms of both
source and greenhouse gas), the measurement unit and the size of the
resultant footprint. The time period in question should also be clear. In some
cases, it might be necessary to be clear about the geographic basis for a
carbon neutrality statement, for example to avoid giving the impression that
emissions have been reduced when they have instead been relocated.

The term carbon neutral should be clearly related to the emissions measured.
An organisation that measures emissions from only limited sources must be
clear that this is the case. For example, a carbon neutral taxi business that
has calculated emissions from owned transport, but not from energy use in
office premises, should be clear to customers that the term carbon neutral
only applies to fuel use by its fleet.



5.22 In the context of measuring emissions for carbon neutrality purposes, the
Government believes that good practice for individuals, communities and
organisations would be to calculate a carbon footprint taking into account, as
a minimum, emissions relating to the production of electricity, heat and steam
and owned transport under scope 1 and the consumption of electricity, heat
and steam under scope 2. Better practice would be to also include
measurement of some scope 3 emissions, notably business transport. This is
shown in Figure 2. Please note that the guidance due to be produced under
the Climate Change Act will be relevant in this context.

Figure 2: Good practice in measuring emissions for individuals, communities
and organisations.
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5.23 For carbon neutral products, it is recommended that the PAS 2050 approach
be followed. As above (paragraph 5.8) this captures the whole lifecycle
greenhouse gas emissions of the product in question. While this might seem
a more stringent approach than that set out for organisations and individuals,
it is justified by a number of factors. These include the fact that very few
products have so far been claimed to be carbon neutral. There is therefore
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more scope for defining the use of the term in relation to products.
Furthermore, the fact that there is a clear method for assessing the life cycle
greenhouse gas emissions of a product means that real consistency and
transparency of approach can be assured. Finally, it would be unhelpful for
some parts of the product life cycle to be excluded from the definition, as this
could mean that the most carbon-intensive part is not counted, or that the
same product, made by different organisations, is accounted for in different
ways. It is also worth noting that ISO 14044 can also be used to assess the
carbon footprint of a product, but only if the full lifecycle of the product is taken
into consideration.

5.24 Paragraphs 5.15 to 5.23 are summarised in Box 2.

Box 2: Carbon neutrality and the measuring of emissions
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Questions for Part 5

5.25 Respondents to this consultation are invited to provide responses to the

following questions in particular in relation to measuring emissions:

Q3

Do you agree that basing the measurement of emissions, including
recommendations on good practice, on the GHG Protocol is appropriate?
If not, what alternative(s) would you propose?

Q4

Do you agree that users of the term carbon neutral should retain flexibility
over exactly which emissions to measure? Should organisations be able
to pursue carbon neutrality only for certain parts of the organisation?

Q5

Are the proposed recommendations on good practice for measuring
emissions clear and appropriate? Are recommendations necessary?

Q6

Do you believe that users of the term should be able to choose whether to
measure all Kyoto greenhouse gases (in CO2e) or only emissions of CO,?
Or should the definition specify measurement of all Kyoto gases?

Q7

Do you believe the transparency elements on measuring emissions to be
correct and/or sufficient?

Q8

Do you agree that PAS 2050 (or the full life cycle of the product using ISO
14044) should be used as the basis for calculating the carbon footprint of
products for carbon neutrality purposes? If not, what alternative(s) would
you propose?




Part 6: Reducing emissions

Background

6.1

6.2

6.3

6.4

Climate change is the greatest challenge facing the world today. There is an
opportunity to limit dangerous climate change but urgent global action is
required. The UK Climate Change Act introduces a clear and credible
framework for the UK to achieve its goal of reducing greenhouse gas

emi ssi ons. The Act puts into statute the
gas emissions by at least 80% below 1990 levels by 2050. To help long term
business planning and investment, the Act requires the Government to set up
a system of carbon budgets capping emissions over successive five-year
periods, with three budgets set ahead. The Government has a duty under the
Act to ensure that the det UK carbon accountd® for a budget period does not
exceed the level of the budget. As mentioned previously, the Climate Change
Act also requires the Government to issue guidance by October 2009 on how
greenhouse gas emissions are measured and calculated. This will help
businesses standardise the calculation of their emissions.

Although it does not matter from an environmental perspective where in the
world emissions reductions occur, the Government is committed to the
transformation of the UK economy into a low carbon economy. If long-term
targets are to be met, all countries will need to reduce their own emissions in
a sustainable way, making associated infrastructural and technological
changes. In other words, it is vital to reduce emissions at home. The
incentives to do this are provided by demonstrating global leadership,
avoiding being locked into the wrong technologies and wanting to limit the
cost of purchasing international credits. Further, it is worth noting, as
explained further in Part 7, that while carbon offsetting is correctly placed
within the hierarchy of possible actions to address climate change it does not
reduce the overall emissions contributing to climate change.

In theory, it could be possible to be carbon neutral without making an

(absolute) reduction in emissions simply by measuring emissions and then

offsetting. Taking such an approach would avoid any risks of compromising a
companyO0s gr owt h imonareendevelapments that,iwkile t r i c t
causing a short-term increase in emissions, might lead to carbon savings in
thelong-term. The government 6s general approach,
need to be found for continuing economic growth while making absolute cuts

in emissions. There is a great deal of evidence and concrete examples (for

example, energy efficiency measures) pointing to the fact that this can be

achieved.

Realising the emission reductions sought by national policies requires an

active contribution from citizens and private and public sector organisations.

What is more, because becoming carbon neutral is optional, because the

choice is often made for O6épublic relation

'® This is defined in the Climate Change Act as net UK emissions for a period, adjusted to take
account of any carbon units which have been bought from other countries, or sold to other countries.
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that there be some benefit for the carbon neutral entity, it seems reasonable
to suggest that a carbon neutral claim should not be made where there is no
emissions reduction of any kind either envisaged or delivered.

6.5 Itis not possible here to set out the full range of national and international
policy mechanisms to deliver carbon emission reductions. As well as the
framework provided by the Climate Change Act, policies range from the
Carbon Emissions Reduction Target (CERT), the EU Emission Trading
Scheme (EU ETS), a new UK emissions trading scheme called the Carbon
Reduction Commitment (CRC), a new performance framework for local
government, Government sponsorship of the Carbon Trust and Energy
Saving Trust and UK energy policy. Some of these policy mechanisms set
specific requirements to reduce emissions for those affected by them. In the
context of carbon neutrality, the need to reduce emissions can therefore
encompass both mandatory and voluntary action. (Carbon credits bought for
mandatory compliance purposes have the effect of reducing the entity®
carbon footprint.)

Sources of advice for emissions reductions

6.6  There is an emerging market for businesses offering consultancy and other
advisory services on carbon emission reductions. The Government has
supported the development of this market, not least through its sponsorship of
the Carbon Trust and the Energy Saving Trust. Both of these organisations
can offer generic and specific support for carbon reductions. The former
directs its support towards organisations, both in the public and private sector.
The latter is directed at communities and individuals. Advice is also available
through www.businesslink.gov.uk and www.direct.gov.uk.

Accounting for emissions reductions

6.7 Measuring emission reductions should be conducted along the same lines as
those used for calculating the original carbon footprint of the individual,
community, organisation or product in question. If a claim for carbon
neutrality is linked to emissions from scope 1 and scope 2 only, reductions
made in scope 3 should not be considered to make a contribution.

6.8  To demonstrate this in practice, consider an organisation that wishes to be
carbon neutral in terms of energy use (scope 2). The organisation in question
invests in the latest IT technology, reducing emissions from energy use
through more efficient computers. The new technology also reduces the need
for employees to travel to outside locations, replacing face-to-face meetings
requiring a journey with video conferencing over the internet, thereby cutting
some scope 3 emissions. For its carbon neutral status, this organisation
should not count reduced emissions from business travel towards its carbon
neutr al energy use cl ai m. One way
scope 3 business travel emissions towards the carbon neutral target would be
to include these emissions in the initial carbon footprint.
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http://www.businesslink.gov.uk/
http://www.direct.gov.uk/

6.9 A similar issue could arise for products if PAS 2050 were not used to measure
emissions. Consider a product that is low carbon in production but relatively

hi gh carbon in use. The emissions rel ati
might relate primarily to scopes 1 and 2 while the emissions relating to the
productodés use by the final consumer wil|l

might produce a new version of the product that does not reduce scope 1 and
2 emissions but that does reduce the emissions of the end-user. In these
circumstances, only where the product has been carbon footprinted for its
entire lifecycle using PAS 2050 can emissions reductions realised by the end-
user count towards carbon neutrality.

Reducing emissions and use of the term carbon neutral and good practice

6.10 Government considers that it is essential for the term carbon neutral to
encompass emissions reductions, on the assumption that any entity using the
term will always have some emissions that are avoidable.!” However, it does
not seem necessary to set a specific reduction requirement, nor to set a
timeframe for delivery of that reduction within the definition of carbon
neutrality. This is partly because national and international reduction targets
already exist i and more may be established in future i and partly because it
is unlikely that one figure would fit all business sectors, or work for individuals
or products in the same way. Emphasising the need to reduce emissions
without setting out specific ambitions in this area will give a degree of flexibility
to those using the term carbon neutrality to allow for certain particular
circumstances. For example, as a busines
its climate change impact improves, the size of the measured footprint might
increase. In such cases, demonstrating a clear intention to reduce emissions
in future as part of carbon neutrality might be appropriate.

6.11 Itis therefore recommended that good practice consist of delivering a
reduction in emissions without specifying what that reduction should be, what
measures it should encompass or over what time period it should be realised.
At the same time, it is clear that good practice consists of a continuous
process of reducing emissions to the greatest extent possible and starting as
quickly as possible, rather than making a minimal, one-off effort. Information
relating to emissions reductions should be available to ensure the requisite
transparency.

6.12 Using the term carbon neutral transparently in the context of emissions
reduction should entail being clear about the amount and types of emissions
that have been reduced, the means by which reductions have been achieved,
the timescale for reduction and whether the reduction achieved has been
measured in absolute or relative terms. It is recommended that where
reductions are reported in relative terms, this should be per unit turnover for
the private sector and per revenue expenditure for the public sector (in line

" Even if at some stages greenhouse gas emissions are reduced as far as possible, carbon footprints
will vary over time i reflecting changes in such areas as technology, organisational size and
geographical location i meaning that there should be a constant focus on opportunities to reduce
emissions.
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with the CRC). For products it is suggested that reductions should be reported
per functional unit of the product.

6.13 Paragraphs 6.10 to 6.12 are summarised in Box 3.

Box 3: Carbon neutrality and reducing emissions

Mitigating climate change relies on cutting carbon emissions. Following good
practice should mean avoiding use of the term carbon neutral without making some
kind of emissions reduction at home over time. Emission reductions should not take
place on a minimal, one-off basis. Rather, reducing emissions should be an ongoing
process that is as ambitious as possible and that starts as quickly as possible.

When using the term, it should be clear which emissions have been reduced i either
in absolute or relative terms i over which time period and by what means. Itis
recommended that, where reductions are reported in relative terms, this is per unit
turnover for the private sector and per revenue expenditure for the public sector.
Product reductions should be reported per functional unit.

Reductions should be measured in the same way as the initial carbon footprint.
Reductions outside the scope of the original footprint should not be allowed to
contribute to carbon neutrality.

Questions for Part 6

6.14 Respondents to this consultation are invited to provide responses to the
following questions in particular in relation to reducing emissions:

Do you agree that emissions reductions form a necessary part of the
definition? If not, why not?

Q9

Should the Government definition and/or good practice recommendations
Q10 | specify a reduction requirement and/or timeframe for delivery of emissions
reductions? If so, what would you propose?

Q11 | Are the recommendations on good practice for reducing emissions clear?

Do you agree that emissions reductions can be measured in either
absolute or relative termser?Ifl dn

Q12 | support the use of the relative measures recommended (per unit turnover,
per revenue expenditure and per functional unit) or would you propose
other specific measures?

Do you believe the transparency elements on reducing emissions to be

Qi3 correct and/or sufficient?
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Part 7: Offsetting residual emissions

7.1

7.2

Outside the specific context of carbon neutrality, carbon offsetting involves,
first, calculating emissions from a particular activity and then purchasing
6car bon c remiskiorts seductibnrpmjects that have prevented or
removed emissions of an equivalent amount of carbon dioxide elsewhere
(normally internationally). The credits are then cancelled so that they cannot
be used by anyone else. As with reducing emissions, it is likely to be an
ongoing process. There is no question that offsetting lessens the impact of a
consumer6 s or or gani $ butitdoen riosredace the ovenak
emissions contributing to climate change.

By extension, the role of carbon offsetting in relation to carbon neutrality is to
compensate for residual emissions after calculating and reducing emissions.

Carbon credits

7.3

7.4

7.5

There are two main types of carbon credits. First, there are credits that are
Kyoto-compliant, that is credits that are covered by one of the flexibility
mechanisms under the Kyoto Protocol. Kyoto-compliant credits are primarily
Certified Emission Reductions (CERS), but they also include other credits.*®
Second, there are credits that not Kyoto-compliant. These are known as
Voluntary Emissions Reductions (VERs) and they emanate from the non-
regulated sector.

Kyoto-compliant credits can be used by countries with binding targets under
the Kyoto Protocol to meet those targets. In the case of CERs, these credits
are produced by projects that take place under the UN Clean Development
Mechanism (CDM). Although it is the subject of some criticism, the CDM is
widely accepted as the global benchmark for verifying emission reduction
projects. It was developed by the UN over several years, with the direct
involvement of the UK Government.

VERs from the non-regulated sector, by contrast, cannot be used to meet
Kyoto targets.’® In principle, VERSs could result from any project in any
country. The voluntary offsetting industry has been working hard to ensure
sufficiently high standards for voluntary projects. Among other things, this has
included the establishment of industry bodies. Two main internationally
available standards for VERs have emerged called the Gold Standard®® and
the Voluntary Carbon Standard (VCS).?* Both of these standards, and the

'8 For more information on the Kyoto Protocol, the flexibility mechanisms and the different types of
credits see http://unfccc.int/kyoto_protocol/items/2830.php

%It is worth noting that under certain voluntary international standards governing VERs, credits
generated in countries with binding targets can only be sold where an equivalent amount of Assigned
Allocation Units are removed from the national registry. The Government is not aware that this has
ever happened to date.

% There are also Gold Standard CERs. For more information about the Gold Standard see
http://www.cdmgoldstandard.org

! For more information about the VCS see http://www.v-c-s.org/
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many other VER standards available?’, seek to provide a high level of
assurance for consumers that one tonne of carbon is genuinely saved for
each tonne of carbon bought. However, the Government feels that none of
these standards currently has validation and verification procedures in place
that are as robust as the CDM.

76 There are also projects in thd&y UK t
definition, these offsets cannot be Kyoto-compliant and must be considered
as voluntary offsets. These include installation of small-scale renewable
energy generators, energy efficiency measures in households (e.g. insulation,
boiler upgrades) and UK forestry projects.

7.7  Carbon credits emanating from this sort of activity equate to VERs although
they would not tend to qualify under any of the current VER standards, often

hat pu

becausei t woul d be difficult to prdheide evid

carbon emissions reductions achieved under the measures taken. This is
because the UK has national and international emission reduction targets and
has introduced a number of policies and measures to achieve them. There
are also financial incentives available (such as woodland grants, subsidies for
insulation and the creation of a market for renewables) that might cover some
or all of the costs of projects. As aresultofthis,6 of f setti ngé
tend to realise emissions savings that would have happened anyway, rather
than delivering additional savings that lead to a genuinely lower concentration
of greenhouse gases in the global atmosphere.

7.8  Nevertheless, there is a great deal of interest in domestic offsetting schemes
and a number of organisations do provide financing for such schemes in
return for the credits produced. This is not money wasted: financing such
measures helps the UK to meet its emission reduction targets at lowest cost
and is therefore often extremely worthwhile. It can also help the UK to make
the transition to a low-carbon economy, for example by stimulating the
development and uptake of low-carbon technologies. However, it does not
tend to reduce concentrations of greenhouse gases in the global atmosphere
over and above existing targets and should not normally be seen as
contributing to carbon neutrality.?

projec

The Governmentds quality assurance scheme fo

7.9 The Government has recently opened a voluntary quality assurance scheme
for carbon offsetting to applications from offset providers. The scheme
applies across the whole of the UK and helps save purchasers of offsets
approved under the scheme the time and expense of having to examine for

# WWF Germany has published a document comparing VER standards. See
http://assets.panda.org/downloads/vem_report_final.pdf

% The Government is aware of some cases where domestic carbon reduction projects have been
financed and international credits purchased to offset residual emissions. There are also some cases
of domestic projects, such as non-geographically referenced afforestation of privately owned land
without subsidy, that might be genuinely additional. However, such cases are rare and supporting
such projects as a part of becoming carbon neutral would demand, at the very least, great care and
high levels of due diligence for organisations.
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7.10

7.11

7.12

7.13

7.14

themselves each credit they wish to buy: the scheme will vouch for the quality
and validity of each credit on their behalf.

The scheme sets standards for:

robust and verifiable emission reduction credits;

accurate calculation of emissions to be offset, using statistics and

conversion factors published for this purpose by the Government;

1 clear information for consumers regarding the mechanism and/or projects
supported;

1 transparent pricing; and

 timescales for cancelling credits.?*

1
1

Under the voluntary scheme, only offsetting products using Kyoto-compliant
credits can currently be accredited. This is because the Kyoto mechanisms
provide the degree of assurance necessary for Government to vouch for the
credits in question. In turn, purchases of quality approved credits can have
the fullest confidence that they have genuinely offset emissions on a tonne-
per-tonne basis. Purchasers will be able to identify the approved offsets
through a registered quality mark.

At the same time, the Government has consistently recognised that some
credits from the unregulated market i i.e. VERs i may be innovative and of a
high standard. Some of the credits are known to offer benefits beyond carbon
savings, for example by helping to alleviate poverty in developing countries.
As a result, it has been decided to leave open the possibility of including high-
guality voluntary offsetting products under the scheme in future. For this to
happen in practice, the industry will need to work with Government to provide
a level of assurance about the standard of credits that is similar to the level
offered by the Kyoto-compliant mechanisms.®

The Government also intends to consider whether there is a case to include
domestic offsetting schemes in the future under the quality assurance
scheme. On the face of it, meeting the generally accepted criteria set for
offsetting will always be difficult for such schemes.

Some offset providers are expected to sell offsets both with and without the
guality mark. This does not mean that the offsets without the quality mark are
of poor quality. It is rather that the Government cannot at present vouch for
the quality of those offsets because of the verification processes involved.

4 cancelling credits means that the emissions savings are removed from the system and cannot be
used by other parties to meet emission targets. Since, as explained in paragraph 7.11 the quality
assurance scheme will, at least initially, only allow the use of Kyoto-compliant credits, cancelling
these credits when bought as offsets means that it will not be possible for an Annex | country to count
the carbon savings against its allocated emissions.

% The criteria that industry standards must address to provide this level of assurance are additionality,
avoiding leakage, permanence, verification, transparency and avoiding double counting.
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Finding an offset provider

7.15 Alist of offset providers selling quality assured offsets is available on the
quality assurance website.?*® The Government is not aware of a single
reference source for a complete list of all offset providers. However,
information about such organisations is usually readily available on the
internet.

Offsetting residual emissions and use of the term carbon neutral and good
practice

7.16 To be carbon neutral, once an individual, consumer or organisation has
measured its carbon footprint and then reduced emissions, the residual
emissions must be voluntarily offset on a tonne-per-tonne basis. The user of
the term therefore faces the choice of which offsets to buy. This is an
important choice and it should be considered carefully.

7.17 The Government believes that the purchasers of the offsets in question
should be able to choose what type of offsets they wish to buy. In carbon
neutrality terms, good practice consists of choosing offsets that genuinely
reduce carbon emissions elsewhere. It should be possible to demonstrate
this is the case through effective validation and verification processes. For
the Government, this currently effectively means buying Kyoto-compliant
credits.

7.18 Particularly for individuals, communities and smaller organisations, perhaps
the easiest way of having the required assurances would be to buy offsets
covered by the Governmentdés quality
prepared to consider the case for including certain high-quality VERs within
the scheme, purchasing offsets covered by the quality mark could, in future,
increase the range of projects that can be supported without requiring an
investment of time and energy to examine the benefits of those projects.
Large organisations might be able to invest in their own efforts to support and
assess the contribution of projects producing credits that are not covered by
offsets with the Government quality mark.

7.19 Domestic projects are unlikely to meet the requirements of a genuine offset
(most probably in terms of additionality and avoiding double-counting). The
car bon val uaigimating fiom doimesectprejécts is therefore not
clear cut. As such, it is recommended that users of the term do not purchase
offsets relating to domestic projects or directly fund domestic projects for
offsetting purposes unless they can demonstrate that the projects in question
do meet the required standard. This does not mean that it is always
inappropriate to finance domestic projects; indeed doing so would often be
highly beneficial in helping the UK to meet its targets efficiently. But unless all
the genuine offsetting tests are met, entities funding such projects should find
another means of communicating this outside the pursuit of carbon neutrality.

% http://www.defra.gov.uk/offsetting

mar k.
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7.20 Paragraphs 7.16 to 7.19 are summarised in Box 4.

Box 4: Carbon neutrality and offsetting residual emissions

Users of the term carbon neutral should be aware of the different methods of
offsetting residual emissions. In carbon value terms, offsets purchased should
represent genuine, additional emissions reductions elsewhere. In this context,
cadditional 6 means that there has been
been achieved without the availability of finance relating to carbon credits.
Information on the types and amounts of credits bought over what time period, and if
possible about the projects generating them, should be made available in public.
Offsets should be purchased on a tonne-for-tonne basis.

In all circumstances, purchasers need to consider carefully what type of offsets to
buy. There are many offsets available on the market. They fall into two broad
categories: offsets using Kyoto-compliant credits (including CERs and EUAS) and
offsets using non-compliance credits (VERS). If purchasing a non-compliant credit,
an examination of the quality of the p
Sshould be carried out. The Government
offsetting provides clear signposting to offsets which the Government is prepared to
vouch for.

In the context of carbon neutrality, good practice is to purchase offsets that genuinely
reduce carbon emissions. Supporting projects primarily for reasons such as poverty
alleviation should be seen as separate from carbon management. In this context, it
is also particularly important to consider the implications of purchasing6é o f f s e t
relating to domestic projects. For products, the term carbon neutral should not be
applied unless the offsetting of emissions relating to that product can be shown to
meet all the tests.

Questions for Part 7

7.21 Respondents to this consultation are invited to provide responses to the
following questions in particular in relation to offsetting residual emissions:

Do you agree that carbon offsetting is a fundamental element of achieving

e carbon neutral status?
Given that the Government currently only feels able to vouch for the
015 guality of Kyoto-compliant credits under the Quality Assurance Scheme,

should the definition only include the use of such credits? Or would you
propose other types of restrictions on the types of credits allowed?

Do you agree that, because of the difficulties inherent with domestic
offsetting, such offsetting should not tend to be pursued as part of

Q16 becoming carbon neutral? If not, why not? Can you suggest other ways
of supporting and encouraging valuable domestic action that does not
gualify as carbon offsetting?

Q17 | Are the draft recommendations on good practice for offsetting clear?

Do you believe the transparency elements on carbon offsetting to be

Q18 correct and/or sufficient?
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Part 8: Other issues

8.1

This section sets out a number of other issues (pertaining to the purpose of
seeking to define carbon neutrality, to the definition that has been proposed,
or to the guidance provided on good practice) that need to be considered
before a final decision is taken on next steps. Paragraphs 8.16 and 8.17 deal
with the question of Government targets on carbon neutrality.

The need to define carbon neutrality and the role for Government

8.2

8.3

8.4

8.5

This consultation document effectively assumes that it is right for Government
to take an interest in providing a definition and good practice
recommendations on the use of the term carbon neutral. As set out in Part 3,
however, and recognising the difficulties inherent in establishing a user-
friendly, straight-forward and universally-applicable definition of carbon
neutrality, stakeholders might view it as unnecessary to attempt this. Again
as stated above, the definition of carbon neutral will be included as part of a
package to support business in the development of the voluntary Green
Claims Code currently under revision (see paragraph 3.12 above). The ASA
assesses all complaints in media that fall within the scope of the UK
advertising codes. The ASA refers to the Green Claims Code in its
investigations.

Under the proposed approach, the Government recommends a simple
definition of carbon neutral that is supported by a more detailed process that
would transparently account for how users have measured, reduced and
offset carbon emissions. However, some stakeholders may consider that the
Government should take a stronger approach to the use of the term by either
regulating use of the definition or seeking to develop a more detailed definition
that facilitated greater comparison of green credentials.

Theoretically, it would be possible for the Government to legislate such that
the term could only be used if certain fixed conditions were met. This could
including defining precisely the scope of emissions that must be included in a
footprint, the amount of emissions reduction that must be achieved (and how
it must be measured), as well as placing a cap on the percentage of offsets
bought and fixing the type of carbon credits that can be used. Regulating in
such ways could render the use of the term more limited as it might not be
possible to regulate in a way that met all the requirements of the wide-range
of business and other sectors affected.

An alternative to this kind of regulation would be for the Government to
develop a more detailed definition which gives greater scope for organisations
to compare their degree of carbon neutrality i.e. a definition that served as
more of a quality mark for carbon neutrality. Regulation, grading systems and
guality marks would amount to extra burdens, presumably with management
and enforcement costs, but might facilitate greater action on carbon emissions
by creating a framework for competition between firms and organisations. If
the responses received to this consultation indicate that there is a large
appetite for a regulatory or graded approach for the use of the term the
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Government will investigate further the options available. Such follow-up work
would need to reflect Government commitments to better regulation.

Lack of comparability

8.6

One characteristic of the proposed definition and guidance for users set out in
this consultation is that there are very few fixed requirements. For example,
there are only suggested minimum emission sources and types that should be
included in the initial carbon footprint, there are no fixed emission reduction
targets and no restrictions on the type and/or number of carbon offsets that
can be purchased. This flexibility reflects the reality of the current situation;
the proposed definition and guidance set out here attempt to bring common
principles into play. One implication of this approach is that it will not be
possible in most situations to directly compare one carbon neutral
organisation with another and conclude whichone i s Obetter d t han
is suggested that this lack of direct comparability is not problematic, not least
if the transparency recommendations included in this consultation are met.

Third-party verification and communicating carbon neutrality

8.7

8.8

8.9

The principle of transparency has run throughout this consultation. However,
the approach taken in this consultation leaves a considerable onus on the
users of the term to find ways of demonstrating this transparency in their
informed decision-making. An alternative would be to recommend as good
practice the use of a third-partyveri f i cati on body to dédqual it
neutral claims and status. This would not seem necessary for individuals,
however it might be appropriate for organisations and products. (For
products, PAS 2050 includes provisions on verification, ranging from self-
verification to independent third-party certification by an accredited body. The
PAS notes that public claims of conformity are most likely to gain consumer
confidence if they have independent third-party verification.) External
verification could include asking a third party to assess a carbon neutrality
claim, or in-depth working with a carbon consultancy to develop a carbon
neutrality plan and to oversee its delivery. In general, the greater the value
being placed on the claim, the more robust the verification would need to be.

The use of external verification would tend to increase the costs of becoming
carbon neutral particularly for smaller organisations or products in a small
market. These costs could be high, particularly in areas where there is a
shortage of verification bodies (as is currently the case for CDM projects).
However, verification would underpin consumer confidence in those
organisations or products involved. Furthermore, there is an argument that
increasing the cost of carbon neutrality could lead to an increased emphasis
on emissions reductions, since these are often more cost effective than
purchasing good quality offsets.

Correctly communicating (including advertising and promoting) the actions
that have been carried out to achieve carbon neutrality is the key to achieving
the level of transparency that is recommended. It is not suggested as part of
this consultation, however, that the Government should set any particular
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requirements for how an individual, community, or organisation (including
organisations with carbon neutral products) should communicate to
consumers and customers about their actions.

Reviewing carbon neutrality

8.10

Carbon neutral status is necessarily linked to a particular moment in time.
This consultation does not recommend a time frame for making a carbon
neutral claim as part of good practice. However, it is suggested that carbon
neutrality should be regularly reviewed to ensure the information and
emissions measured are current. The timing of reviews is the responsibility of
users of the term, reflecting the fact that different organisations change (in
terms of size, number of employees, premises occupied, turnover etc.) at
different rates. Carbon neutrality should therefore be reviewed at a time
appropriate to individual needs. (Note that products that are footprinted in line
with PAS 2050 are subject to specific review requirements every two years.)

Recommendations on good practice

8.11

8.12

8.13

This consultation document has set out explicit recommendations on good
practice for measuring emissions, reducing emissions and offsetting residual
emissions in terms of carbon neutrality. Other than for products measured
using PAS 2050, the good practice recommendations fall short of best
practice. Recommendations on best practice for carbon neutrality have not
been made at this stage since it is felt that best practice in many of these
areas has not yet been established. Further, what constitutes best practice in
this context will constantly evolve both as our understanding of the carbon
impact of our actions increases and as the market price for carbon emissions
develops. However, this process of continual development could also be
seen to apply to definitions of good practice.

One option would be to provide regular guidance on what constitutes good
practice for carbon neutrality. This would come at a cost to Government.
However, updating good/best practice advice regularly would enable the term
carbon neutral to remain meaningful when used in accordance with that
advice. Government would therefore expect to keep the guidance under
review. The Government will need to consider these issues in the light of
other work it is undertaking, for example the provision of guidance in line with
the Climate Change Act on measuring and reporting emissions.

For some organisations, working out how to manage carbon effectively might
lead to the conclusion that seeking carbon neutrality would not amount to
good practice. This document does not include recommendations around the
i ssue @i organisatigndmight pursue carbon neutral status. (As stated
at the beginning of the document, the purpose of this consultation is not to
encourage use of the term carbon neutral.) These issues were exposed by
the Carbon Trust in a November 2006 publication.?” Respondents to the

consultation might like to considerwh et her t he Government ds

o http://www.carbontrust.co.uk/carbon/briefing/offsets.htm



recommendations on good practice for carbon neutrality should also cover
this territory.

Long-term prospects for carbon neutrality

8.14 Given that being carbon neutral does not mean limiting emissions to any
maximum figure, there is a clear case for encouraging a move away from the
term carbon neutral in the medium- to long-term so that the focus of attention
is placed on delivering a low carbon economy. There would be a case for
underlining the o&6tr ansi thievmgicarbod neatalt ur e o f
status in guidance to users of the term. One approach might be to require
increasing reductions in emissions and decreasing carbon offsetting. On the
other hand, drawing attention to the limitations of the usefulness of carbon
neutrality could run the risk of deterring action to reduce emissions now, or
could risk alienating individuals and organisations for which carbon neutrality
is an i mportant means of raising the 61l oc

Defining additional carbon terms

8.15 It might be considered that the Government should extend the scope of this
exercise to othercarbon-r el at ed t er ms su&zieracs drolwo rca,r
6carbon positivedéd, O6carbon negatived or 0O
certainly outside the primary scope of the current consultation. However, they
are already in use. For example, the Government has established a number
of 'zero carbon’ policies, in particular the policy that all new homes should be
zero carbon from 2016 and an ambition that all new non-domestic buildings
should be zero carbon from 2019%. In addition, some organisations have
described a product, process, oOr system a
n e g a ttoindieate that it removes more carbon dioxide than it emits and
may be considered to offer net carbon absorption. The Advertising Standards
Authority has also had cause to judge the merits of other carbon claims made
by private businesses in advertising.

Government targets on carbon neutrality

8.16 In 2006, the Prime Minister announced the Sustainable Operations on the
Government Estate (SOGE) targets.”® These targets encompass a number of
environmental and climate change issues. Alongside a number of low carbon
targets 1 such as reducing carbon emissions from offices by 12.5% by
2010/11 relative to 1999/2000 levels 1 there is a target for the Government
office estate to be carbon neutralby 2 0 1 2 . The preaenirase target
government 6s office estate to be carbon n
this particular target,c ar bon neutr al i's defined as, 0:
emissions from energy use (the electricity and fossil fuels consumed by office
buil dings). o Government has al so establi
ICT use across Whitehall.*® This requires carbon neutrality in terms of energy

% The Government is currently consulting on the definition of zero carbon homes and non-domestic
buildings. See http://www.communities.gov.uk/publications/planningandbuilding/zerocarbondefinition
29 http://www.defra.gov.uk/sustainable/government/gov/estates/targets.htm

%0 http://www.cio.gov.uk/greening_government_ict/index.asp
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8.17

use of ICT by 2012 and full lifecycle carbon neutrality of ICT equipment by
2020.

It is intended that Government will itself apply the definition agreed, and follow
the guidance offered, at the end of this consultation exercise. A review of the
SOGE carbon neutrality target is already planned. The impact of adopting a
definition of carbon neutral as a result of this consultation on the ICT carbon
neutral target will also need to be considered. At the heart of the review will
be the need for Government to demonstrate effective climate change
leadership. As such, in addition to considering the implications of the
definition of carbon neutrality, the review will need to consider what impact the
introduction of the Climate Change Act and carbon budgets has for relevant
Government targets. There is also a clear link between the Carbon Reduction
Commitment and the SOGE targets on energy use reduction and carbon
neutrality because the same kind of outcome is sought.
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Questions for Part 8

8.18 Respondents to this consultation are invited to provide responses to the

following questions in particular:

Q19

Do you believe that the proposed definition and recommendations can
work in practice?

Q20

Do you believe the Government should regulate the use of the term
carbon neutral? If so, why and how? How could regulation be enforced?

Q21

Do you believe the Government should develop a definition of carbon
neutral that would allow more direct comparison between uses of the
term? If so, what means of delivering this would you propose?

Q22

Do you agree that users of the term carbon neutral should retain the
flexibility to decide what type of verification is applied? Or should the
Government make recommendations on external verification? If so, what
should they be?

Q23

In addition to any guidance offered by Government under the Climate
Change Act later in 2009, should the Government make recommendations
on how to communicate carbon neutrality statements? Or are the
transparency recommendations made in Parts 5, 6 and 7 sufficient?

Q24

Should Government make specific recommendations for good practice on
reviewing carbon neutrality status? If so, what would you propose?

Q25

If you agree that Government should make recommendations on carbon
neutrality (see Q1), should they tend towards good practice or best
practice? How often should recommendations be reviewed?

Q26

Should Government make recommendations on when and how it would be
appropriate for individuals, communities, organisations to pursue carbon
neutrality? Should Government encourage or discourage the pursuit of
carbon neutrality?

Q27

Should carbon neutrality be viewed as a transitional term to be phased out
over time? If so, how might this be achieved?

Q28

Are there any additional carbon-related terms that you believe the
Government should define? If so, what approach should Government take
i.e. recommendations on good practice or regulation?

Q29

Although the carbon neutral targets set by Government for its own
purposes are not the subject of this consultation, do you agree that
Government should apply this definition to those targets? Are there other
issues relating to those targets for Government to consider?
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Part 9: Simplified example of the term in use

9.1 Figure 3 provides an example of a carbon neutral taxi company. Please note
that there is a large degree of simplification in this illustration.

Figure 3: Simplified example of the use of the term carbon neutral as defined
in this consultation



