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1. Introduction

The Greenhouse Gas Protocol Initiative (GHG Protocol) is a multi-stakeholder partnership of businesses, non-
governmental organizations (NGOs), governments and others convened by the World Resources Institute (WRI),
a U.S. based environmental NGO and the World Business Council for Sustainable Development (WBCSD), a

Geneva, Switzerland-based coalition of over 200 i

nternational companies. Launched

mission is to develop internationally accepted accounting and reporting standards and guidelines for corporate
greenhouse gas (GHG) emissions inventories and GHG projects, and to promote their use by businesses,
governments, NGOs and other organizations.

The GHG Protocol Initiative has previously produced the following standards and guidelines:

- GHG Protocol Corporate Accounting and Reporting Standard* (2004)
- GHG Protocol for Project Accounting (2005)
- GHG Protocol Land Use, Land-Use Change and Forestry Guidance for GHG Project Accounting (2006)

- GHG Protocol Guidelines for Quantifying GHG Reductions from Grid-Connected Electricity Projects
(2007)

The Greenhouse Gas Protocol

A Corporate Accounting and Reporting Standard
reviseo coimion

The Greenhouse Gas Protocol

The GHG Protocol for Project Accounting

The Greenhouse Gas Protocol

The Greenhouse Gas Protocol

The Land Use, Land-Use Change, and Forestry Guidelines for ifying GHG ions from
Guidance for GHG Project Accounting Grid-Connected Electricity Projects

i

187 o

The GHG Protocol launched a new initiative in 2008 to develop two new standards for:

- Product life cycle accounting and reporting
- Corporate scope 3 (value chain) accounting and reporting

1.1.

Standard

Introduction to Stakeholder Review Draft

Development Process

The GHG Protocol Initiative follows a multi-stakeholder, consensus-based process to develop greenhouse gas
accounting and reporting standards with participation from businesses, government agencies, nongovernmental

organizations, and academic institutions from around the world.

This draft standard was developed between January and October 2009 by two technical working groups
collectively comprised of over 70 members from a diversity of businesses, government agencies, NGOs, and
academic institutions. The development was led and coordinated by WRI and WBCSD. A Steering Committee

! The GHG Protocol Corporate Standardi s s omet i mes
umbrella term for the collection of standards, tools and other publications provided by the WRI/WBCSD GHG Protocol

Initiative.

¥

The Greenhouse Gas Protocol Initiative
the foundation for sound and sustainable climate strategies
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consisting of 25 organizations met three times between September 2008 and September 2009 to provide
strategic and technical direction to the process.

WRI/WBCSD Secretariat

Process Structure

Steering Committee (25 members)

e ™
Product Scope 3
Technical Working Technical Working
Groups Groups
( 100+ members) ( 60+ members)

‘ Stakeholder Advisory Group (1,000+)

83 .

Product Standard Scope 3 Standard

Timeline

Date Activity

November 2007 V  Survey and consultations to assess need for new standards
Seember 2008 | S aacnry
January 2009 V  Working groups begin drafting
March 2009 V  Steering Committee Meeting #2 (Geneva)
June 2009 V  Technical Working Group Meeting #2 (Washington DC)
August 2009 V  Stakeholder webinar and comment period
October 2009 V  Steering Committee Meeting #3 (Washington DC)

V  First draft of standards released for stakeholder review
November - A Five stakeholder workshops (in Berlin, Germany; Guangzhou, China;
December 2009 ~ Beijing, China; London, UK; Washington, DC, USA)

A Stakeholder comment period on first drafts
;gggary -June A Pilot testing by several companies
Summer 2010 A Public comment period on second drafts
December 2010 A Publication of final standards

Process for Submitting Written Comments

A This draft is open for stakeholder comment from November 11, 2009 through December 21, 2009.

A To provide written comments, please use the comment template provided, instead of sending comments
in a separate file or e-mail, in order to streamline the comment process.

A When using the comment template, please organize comments by chapter/section and reference page
numbers and line numbers.

A If you have questions during the public comment process, please email Holly Lahd at hlahd@wri.org.

The Greenhouse Gas Protocol Initiative
Jl the foundation for sound and sustainable climate strategies
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A Submit comments as an attached MS Word file by email to Holly Lahd at hlahd@wri.org no later than
Monday, December 21st, 2009. We appreciate any effort to submit written comments before the

deadline.

Process for Revising the Draft Standard

In 2010, WRI and WBCSD, in collaboration with the Steering Committee and Technical Working Groups, will:

- Revise the draft standard based on feedback received during five stakeholder workshops and the
stakeholder comment period (November 117 December 21, 2009)
- Road test the draft standard with 10-15 companies from a diversity of industry sectors and

geographic locations during January to June 2010

- Revise the draft standard based on feedback received during road testing

- Circulate a second draft for public comment in mid-2010
- Revise the second draft based on feedback received
- Publish the final standard in December 2010

Terminology: Shall, should and may

The tohallm fis used in this

st an d damrodier fooa GH@ idvierdoayttoee i h a t
conformance with the GHG Protocol Product Standard. Thet e r shoufdois used to indicate a recommendation,

but not a requirement. The term fimay0is used to indicate an option that is permissible or allowable.

1.2 Goal and Scope of the Product Standard

The Greenhouse Gas Product Standard provides guidance for companies and other organizations to prepare an

inventory of emissions associated with a product. The primary purpose of this standard is to support public

reporting of product life cycle greenhouse gas (GHG) emissions to help users reduce these emissions by making

informed choices about the products they design, manufacture, sell, purchase or use. In the context of this

standard, public reporting refers to providing emissions-related information for a product, in accordance with the

reporting requirements specified under the standard, by making it
available in the public domain.

As awareness about climate change increases and concerns grow,
investors are demanding more transparency, and consumers are
seeking greater clarity and environmental accountability. Companies
increasingly expect their customers to demand that they measure and
reveal their GHG inventory annually, and this demand is expected to
increase in the future. Public reporting serves to satisfy stakeholder
demands for greater disclosure around GHG inventory of products. It
provides stakeholders, including customers, with information that may
favorably influence their decisions.

Public reporting boosts corporate image as stakeholders learn about
companiesdé efforts to measure pro
Moreover, when a company publicly discloses emissions-related
information, it is more likely to take steps to reduce these emissions

and incorporate addressing GHG impacts as an integral part of its

overall sustainability strategy. Public reporting provides impetus to
management to go beyond measurement and begin looking for
opportunities to reduce emissions along the supply chain. This has the
potential to bring increased positive media attention to the company

and its products.

This standard provides an overarching framework for reporting of GHG

The Greenhouse Gas Protocol Initiative

3 the foundation for sound and sustainable climate strategies

Product i any goods or service.

Product life cycle i Consecutive
and interlinked stages of a product
system, from raw material
acquisition or generation of natural
resources to end of life, inclusive of
any recycling or recovering activity.

Product level GHG inventory i
Compilation and evaluation of the
inputs, outputs and the potential
GHG impacts of a product system
throughout its life cycle.

Comparative assertion i This refers
to an environmental claim regarding
the superiority or equivalence of
one product versus a competing
product that performs the same
function.

i's r


file:///C:/Documents%20and%20Settings/holly.lahd/Local%20Settings/Temporary%20Internet%20Files/Local%20Settings/david.rich/Desktop/hlahd@wri.org

RPOOW O~NOUIA, WNE

[

=
N

REVIEW DRAFT FOR STAKEHOLDER ADVISORY GROUP i NOVEMBER 2009

emissions associated with products. It is not intended to support mandatory GHG reporting as mandatory
reporting programs have their own set of rules and regulations. However, organizations may use the guidance
provided in this standard to develop their own policies and programs.

This standard is sufficiently flexible to support GHG quantification and reporting for many different types of
products. This flexibility, though, results in a standard that does not directly enable comparative assertions or
product labeling. Comparative assertion refers to an environmental claim regarding the superiority or equivalence
of one product versus a competing product that performs the same function. Valid assertions or labeling requires
a greater degree of prescriptiveness than is provided in this standard.”

Further, this standard is not intended to support the accounting of GHG emission offsets or claims of carbon
neutrality. This standard focuses on emissions generated
avoided emissions or actions taken to compensate for released emissions.

2 The Standard will include guidance on how programs, developers, and organization camldjpiplyal constraints to the
Standard requirements so that valid assertions and claims can be made. This section is currently under development.

M The Greenhouse Gas Protocol Initiative 7
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1.3. Who should use this Standard

This standard is designed for companies and organizations® of all sizes in all economic sectors. (To be developed
further)

Box 1-1: GHG Protocol Standards

Companies and organizations may carry out a GHG inventory at a corporate, project and/or product level
using the appropriate GHG Protocol standard. Three other standards exist besides the GHG Protocol
Product Standard, which helps in developing a product-level GHG inventory. The GHG Protocol Corporate
Accounting and Reporting Standard enables corporate level GHG inventory development. The Scope 3
Standard provides additional guidance to cover the full breadth of information related to the corporate
supply chain. The Project Protocol enables businesses to quantify the GHG emissions associated with the
development of specific emission reduction projects.

All the standards serve the purpose of assisting companies to account for and reduce GHG emissions.
However, they differ in terms of their applications, purpose, and users. Companies can select the
appropriate standard to implement based on their individual reason for undertaking the GHG analysis, for
example:

e The GHG Protocol Corporate Standard: Companies who seek to develop an understanding of their
corporate level GHG emissions establish an inventory following the Corporate Standard. They may also
be participating in voluntary or regulatory reporting programs based on the Corporate Standard. In
addition, as companies establish corporate level emissions reduction targets, they can use the
Corporate Standard to measure and demonstrate progress against these targets. At an operational
level, main users of the standard include personnel responsible for data collection and GHG emission
estimation for the company, as well as corporate GHG inventory developers.

e The GHG Protocol Scope 3 Standard (Draft): As stakeholders request increased disclosure from
businesses, companies are being asked to report a more complete picture of their corporate emissions.
The Scope 3 Standard provides guidance to companies who wish to broaden their corporate level
reporting to include upstream and downstream emissions. Undertaking the exercise of accounting of
these emissions can also facilitate stakeholder engagement and dialogue with partners along the value
chain. Main users of this standard would be personnel responsible for data collection for selected scope
3 activities (e.g., supply chain managers and vehicle fleet managers), and corporate GHG inventory
developers.

e The GHG Protocol Project Standard: As voluntary and regulatory GHG markets develop globally,
companies seek opportunities to develop discrete emission reduction projects. The Project Protocol
provides companies with a step by step methodology for developing such a project, which will support
companiesd engagement in gl obal GHG rPmjeckdevelspers r
and auditors will be the main users of the standard.

e The GHG Protocol Product Standard (Draft): The Product Standard supports the development of
GHG inventories of specific company products and services for the goal of public disclosure. This
product level GHG analysis supports various business purposes, such as identifying emission reduction
opportunities along a productds supply chalQA, p
practitioners and personnel responsible for development and marketing of products (e.g., product
designers and managers) constitute the main user group for this standard.

Additional information on all GHG Protocol Standards is available at the GHG Protocol Website:
http://www.ghgprotocol.org/

% The term company is used throughout the standard to represent a company or organization that maynasedhe sta

The Greenhouse Gas Protocol Initiative 8
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1.3.1.Business Goals

Companies conducting product level GHG inventories may find that the process creates business value through:

- ldentification of GHG reduction opportunities in the supply chain of a product,
- Performance tracking,
- Product differentiation, and

- Supply chain engagement and improved disclosure practices.

As a good practice, users of this standard are encouraged to identify at the outset potential value creation or end
uses driving their decision to undertake product level inventory. Doing so should bring clarity and help in selecting

the right methodology and data to develop the inventory.

Identifying GHG reduction opportunities in the supply chain

chain

Business Goal Description
Identifying GHG reduction An organization applies product analysis to investigate new GHG
opportunities in the supply reduction and cost-saving opportunities throughout the supply chain

of a product

Product level GHG inventories, performed according to a consistent framework, provide a quantitative tool to help
identify emissionsd aswellascostd r educti on opportuniti es aProductgnveatoripsr oduct 6
provide detailed information on the relative importance of emission sources in the life cycle, information which

may be used to guide emission reduction action plans. Utilizing product level GHG inventories helps product
manufacturers to avoid the pitfall of focusing too heavily on the most proximate or obvious emission sources

with a product 0s emissionurddacton and ast sahirig bpportomitiesss i n g

associated

elsewhere in the supply chain.

This business goal may have internal and external end uses. Internally, product level GHG inventories may be
utilized to support green product design choices. For example, a shoe manufacturer seeking to meet a company
target of 10% lower life cycle emissions from its most popular shoe might employ a product level GHG inventory

to decide the most cost effective means to achieve this target. Externally, the shoe manufacturer may

communicate its product level GHG reductions to consumers as a component of a broader product launch.

Performance tracking

Business Goal

Description

Performance tracking

An organization utilizes product GHG inventory to establish performance
metrics and targets for continual improvement

Environmental and sustainability management systems, which are a popular means in the corporate sector to

systematically manage and communicate environmental performance, demand the use of performance

measurement to confirm the success of continual improvement processes. A product level GHG inventory
provides a quantitative performance metric that may be used within a broader management system that sets
targets for improvement, tracks progress and communicates successes to customers and other stakeholders.
Uses of a product level performance tracking metric may be both internal and external. External uses might
include an annual corporate sustainability report that is distributed publicly. Internal uses might include an annual
report to company executives charged with ensuring continual improvement in environmental performance.

Product Differentiation

Business Goal

Description

Product differentiation

An organization conducts a product level GHG inventory and pursues
reduction opportunities to differentiate its product in the marketplace and
better respond to customer desires

The Greenhouse Gas Protocol Initiative

the foundation for sound and sustainable climate strategies
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Product differentiation is a broad term, encompassing all the specific end uses of product level GHG inventory
that may help a company distinguish its product in the market place. Comparative assertions fall under the
broader business goal of product differentiation. However, these two terms are not equivalent. For example, a
company may realize product differentiation simply by conducting and publicizing a product level GHG inventory

t hat demonstrates to consumers that the brand is concern

cycle. With consumers increasingly concerned about the environmental impacts of their product choices, product
level GHG inventories provide a new avenue for product managers to better connect with these consumer
concerns and differentiate their product in the marketplace.

Supply chain engagement and better disclosure practices

Business Goal Description
Supply chain engagement and An organization engages stakeholders through its supply chain to
improvement in disclosure reduce emissions and strengthen connections
practices

Product level GHG inventories require communication with multiple stakeholders and suppliers along the product
life cycle. From raw material vendors to final consumers, product level inventories provide an opportunity for firms
to engage with their supply chain towards the common goal of reducing GHG emissions. Product inventories
should support engagement with suppliers to reduce product life cycle GHG emissions. The analysis process may
requiresolici ti ng measurements that suppliers may have ne

measured gets managedo, this pr oc e sbAprotuetyevet GHE dnventarygneay e mi s s

also uncover valuable information that may be shared to help build positive relationships with product users. For
example, a product level GHG inventory of a home appliance may show that a large proportion of the product 6 s
emissions occur in the use stage. This information may provide a platform for the product manufacturer to
communicate and collaborate with their customers to achieve lower product life cycle emissions.

1.4. Choosing a Product

Product GHG inventories can require a significant commitment in terms of time and resources, and companies
should carefully plan their investment towards such an exercise to achieve maximum benefits around GHG
reductions. Therefore, careful consideration should be taken of the products within the company and the potential
impact a product may have on reducing emissions and meeting other business goals. This should enable the
company to efficiently and effectively achieve its objectives.

Some basic examples of how a company may select the products for GHG inventories include:
- Preliminary review I A cursory review or screening exercise may highlight energy intensive or high
volume products which may be a prime candidate for GHG inventories

- Products designed to enable GHG abatement i Adequate information on lifecycle GHG emissions of
such products as a result of GHG inventoriesmay strengthen a companyods

- New and emerging products i GHG reduction is usually more cost effective during product design phase
than after a product has been launched. Additionally, these may have a longer life expectancy than
established products and deliver more cumulative GHG emission reductions.

The Greenhouse Gas Protocol Initiative 10
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Box 1-2: Influence of Business Goals

Once a product is chosen, a company should still consider business goals while performing the GHG
inventory. Although minimum requirements around public disclosure are set in the standard, a company
may also choose to consider collection efforts on specific data types or sources depending on the business
goal.

Product differentiation often involves documenting and communicating the GHG impacts of specific
actions to demonstrate the compa rssiodss Iftioedusimessgoatintd t
demonstrate commitment to developing environmentally superior products, it is crucial to get specific data
that differentiates the comibalsp desesgany m dogunenttherGHG h e
impact of the changes made to the product.

GHG reductions in the supply chain may depend on identifying specific opportunities to cut emissions
through product/process design, choice of raw materials, and/or choice of suppliers. This goal can be
supported by documenting the largest emission sources along the supply chain during the inventory
process, and then testing various change scenarios for their impact on these sources and the life cycle
GHG emissions.

Performance trackingh el ps t o reduce t he ionsanmdgdemonstiaes cAhlinGoue mi s
improvement. Given this goal, there is a greater need for accurate data for those elements that are

changing the most over time. For example, tracking if a new material is selected for a product (e.g., steel
versus plastic) and the accuracy of emissions associated with these materials will be key to tracking
changes in the emissions associated with the product.

Supply chain engagement establishes a closer dialogue with partners along the value chain to more
broadly improve GHG performance and business relations. It is important to specify the objective for such
engagement and the type of data to be exchanged to meet that objective. For example, a producer of
fertilizers may be interested in reducing the GHG emissions of its products. It would then be important to
engage its chemical suppliers and specify the objective and mutual benefits of such an engagement.

The Greenhouse Gas Protocol Initiative

3 the foundation for sound and sustainable climate strategies
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2. Principles of Product GHG Accounting

The five accounting principles below are intended to underpin all aspects of GHG accounting and reporting for
products. Their faithful application should help ensure that a GHG emission inventory constitutes a true and fair
representation of {leletGHEG emgsians. Yitese pinciptes have tbeen derived from financial
and GHG accounting standards, sustainability reporting guidelines and life cycle assessment (LCA) standards.
Their primary function is to guide users in the implementation of this standard, in particular when facing decisions
related to the quality and quantity of information used in the inventory development process.

Relevance

Ensure the product GHG report serves the decision-making needs of all users identified within the report. Present
information in the report in a way that is readily understandable by the intended users with a reasonable
knowledge of GHG accounting and who are willing to study the information.

Completeness

Ensure that the GHG report covers all product life cycle emissions within the specified boundaries (including
temporal), state clearly any life cycle stages or significant non-GHG environmental impacts that have been
excluded and justify these exclusions.

Consistency
Use methodologies to allow for meaningful comparisons of emissions over time. Transparently document any
changes to the data, inventory boundary, methods, or other relevant factors in the time series.

Transparency

Address and document all relevant issues in a factual and coherent manner, based on a clear audit trail. Disclose
any relevant assumptions and make appropriate references to the methodologies and data sources used. Clearly
explain any estimates and avoid bias so that the report faithfully represents what it purports to represent.

Accuracy

Ensure that reported GHG emissions are not consistently greater than or less than actual emissions and that
uncertainties are reduced as far as practicable. Achieve sufficient accuracy to enable users to make decisions
with reasonable assurance as to the reliability of the reported information.

The Greenhouse Gas Protocol Initiative 12
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3. Overview of Product GHG Accounting

3.1
Many

emi ssions

Key Concepts

of todayds product s

ar e

S u p p o, makimglaccbunting for their G&l@G d

a | o nlifg cycldchallgnging. drigwre 381dllustrates some of the complexities for a

seemingly simple product: a loaf of bread. The upstream GHG emissions from the production of bread are spread
across farms, mills, bakers, retailers and transport providers which may or may not be part of one company or
corporation. Additionally, these activities may or may not take place in the same country. Finally, the company
needs to consider the downstream emissions of the bread due to its purchase, consumption and disposal.

Figure 3-1: A simplified life cycle for bread showing that the emissions associated with the final product occur across
arange of organizations and countries

Country A

Country B

60

Transport

Transport

Transport

To begin understanding how to calculate the emissions of a product, the company first defines the functional unit.
The functional unit is the quantified performance of a product system for use as a reference unit (BS EN ISO
14044:2006, 3.20), and establishes the basis for which the GHG inventory is calculated and reported. Some
examples of functional units include drying 1000 pairs of hands; delivery of 1000 liters of fruit drink; provision of
890 lumens over 1 year; transport of 6 people and cargo by a vehicle over 100,000 miles; and many others.

The total GHG inventory over the functional unit of a product represent the sum of GHGs resulting from all stages
of its associated life cycle within the specified system boundaries, also referred to as the product system. While
Figure 3-1 represents a simplified example, product systems may be very complex. Figure 3-2 and Figure 3-3
provide more detail by examining the product system of glass bottles used in the packaging of beer (Note: in this
example the functional unit of the product system is 1000 liters of beer delivered and 439 kg of PET bottles are
required to support this function). Figure 3-2 identifies the key processes that compose the PET bottle product
system. Figure 3-3 examines the same product system in greater detail by providing a process view of the PET
bottle product system with the same functional unit of 1000 L delivered.
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Figure 3-2: Simplified PET Bottle Product System

Production of
virgin raw
materials

100 % 36 kg
A

Production of
PET bottles

100% 56 kg

Filling etc

100 % 56 kg
L

Distribution 90 %
and -~ PET to material recycling
Use 50.4 kg
10% 3.6 kg
y
Waste
management

Source: Widheden, J,, Ekvall, T and Neilsen, P. H. (1998)
http://www2.mst.dk/Udgiv/Publications/1998/87-7909-014-1/pdf/87-7909-014-1.PDF
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Figure 3-3: Complete Product System for PET Bottles, Expanded from Figure 3-2

Source: Widheden, J,, Ekvall, T and Neilsen, P. H. (1998)
http://www?2.mst.dk/Udgiv/Publications/1998/87-7909-026-5/pdf/87-7909-026-5.PDF
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