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Darkwoods Forest Conservation: Carbon finance supports this natural climate solution to conserve  
inland temperate rainforest from unsustainable logging. This also preserves biodiversity in this area  
of British Columbia, Canada, and ensures the continued carbon sequestration of the forest.
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Acre Amazonian Rainforest  
Conservation Portfolio, Brazil:  
The three projects work with  
communities and local groups  
to help protect ecosystem services  
while providing alternative models  
of economic development which  
avoid destruction of the forest
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Abatement: See Internal emission reductions.

Additional (also additionality): A criterion applied 
to greenhouse gas (GHG) emission reduction 
projects, stipulating that project-based GHG 
reductions should only be quantified if the  
project activity “would not have happened anyway”.  
I.e. the project activity (or the same technologies 
or practices it employs) would not have been 
implemented and, that with the project, emissions 
will be lower than without the project (Ref: The 
GHG Protocol for Project Accounting). An Emission 
Reduction Project is said to be additional when it 
can be demonstrated that in the absence of the 
availability of Carbon Finance the project activity 
would not have occurred (the “baseline” scenario); 
and, such a baseline scenario would have resulted 
in higher greenhouse gas (GHG) emissions. 
Each eligible carbon accounting standard under 
The CarbonNeutral Protocol provides tools for 
how additionality at a project level is tested and 
demonstrated. For further discussion of this topic, 
see Guidance 4.4.

AIC: Aircraft (or aviation) induced clouds which have 
a potential climate warming affect. See Guidance  
2.5 for further discussion of this topic.

Assessment: The process of quantifying the GHG 
emissions for a given subject, using robust and 
transparent methods that can be replicated.

Available (referring to data): Applied to primary 
data, “available” means readily collectable,  
at reasonable cost. Applied to secondary data, 
“available” means readily found in reputable, 
published sources such as those issued by 
government departments, academic institutions, 
specialist research bodies and the secretariats  
of leading GHG standards and protocols.

Aviation Impact Factor (AIF): A term used in  
The CarbonNeutral Protocol for the multiplier 
applied to the GHG emissions from aviation  
in order to take account of the wider impacts  
of aviation on climate. This includes but is  
not limited to short or long-term impacts;  
from GHGs alone and others with global  
warming influence (for example, soot particles  
and aviation induced clouds); and, direct and 
indirect impacts (for example, the interaction  
of NOx with methane gases and ozone at  
high altitudes). See Guidance 2.5 for further 
discussion of this topic.

Avoided emissions: The impact, measured in 
tCO2e, of specific mitigation actions or projects  
to avoid GHG emissions to the atmosphere 
calculated against a reference baseline  
(See Mitigation and Mitigation outcomes  
and Guidance 4.5). 

A

The term ‘carbon neutral’ and many of the concepts associated with it have been in common  
usage for over 20 years. However, they may still mean different things to different audiences.  
This Glossary sets out the definitions of key terms and concepts as they apply to The CarbonNeutral 
Protocol to support the award of the CarbonNeutral certifications and the use of the associated 
CarbonNeutral certification logo. Over time, we seek to reference definitions that are brought 
into common usage by respected independent third-party standards and by recognised scientific, 
academic and civil society organisations and coalitions.
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Baseline (also Baseline scenario):  
A hypothetical description of what would have  
most likely occurred in the absence of any 
intervention to mitigate the impact of GHG 
emissions. The baseline for a project activity is  
the projected GHG emissions that are calculated  
to occur in the absence of the intervention. 
Baselines are established to determine 
Additionality, and to calculate emission  
reductions associated with emission reduction 
projects. For further discussion of this topic,  
see Guidance 4.4.

 
 
 

Baseline procedures: Methods used to estimate 
baseline emissions. The GHG Project Protocol 
presents two optional procedures: the project-specific 
procedure and the performance standard procedure. 
(Ref: The GHG Protocol for Project Accounting).

Boundary: The physical or spatial extent of the 
subject – the entity, product or activity – i.e. the 
sites (including mobile sites such as vehicles) 
involved. By way of example, the boundary might 
encompass the office and vehicles of an entity,  
or the sites used for the manufacture, storage 
and transportation of a product. See Technical 
Specification 1.1 for further information of this 
topic with respect to CarbonNeutral® certifications.

B

C
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Carbon: Shorthand term for all greenhouse  
gases recognised under the United Nations 
Framework Convention on Climate Change.

Carbon credit: A transactable, intangible 
environmental instrument representing a  
unit of carbon dioxide-equivalent (CO2e) –  
typically one metric tonne – created either by 
regulatory schemes promoted by governments  
(e.g. cap & trade schemes) or by projects which  
are validated to a recognised carbon standard. 
Carbon credits are typically ultimately used to 
compensate for or neutralise unabated emissions 
occurring elsewhere by retiring or cancelling them 
in a registry.

Carbon dioxide equivalent (CO2e): A unit of 
measurement that describes for a GHG the  
amount of CO2 in tonnes that would have the  
same global warming potential, when measured 
over a 100-year timescale. 

Carbon finance: Finance delivered to  
emission reduction projects derived from  
the sale of carbon credits from the project.

Carbon markets: Carbon markets are used  
for voluntary or compliance purposes.  
Voluntary carbon markets refer to the collective 
transactions of carbon credits used by non-state 
entities to achieve voluntary climate goals.  
Compliance carbon markets refer to the governmental 
or sectoral schemes to reduce greenhouse gas 
emissions which enable regulated entities to obtain 
and surrender emission permits (allowances) or 
eligible carbon credits to meet compliance targets.

Carbon neutral: A current state which is  
achieved when the GHG emissions associated  
with an entity, product or activity are reduced  
and offset to zero for a defined duration.

Carbon neutrality: Carbon neutral and carbon 
neutrality are used interchangeably.

Carbon offsetting: The act of purchasing a  
carbon credit and retiring or cancelling the  
unit to compensate for one tonne of GHG 
emissions released to the atmosphere elsewhere. 
When the subject is said to be offset, the emissions 
associated with the subject equal the exact amount 
of carbon credits retired/cancelled.

CONTENTS 
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Carbon removals: See Removals.

Carbon (or climate, or net) positive: A term 
indicating that an entity is taking action beyond 
carbon neutrality by removing GHGs from 
the atmosphere or reducing emissions to the 
atmosphere such that the aggregated reductions 
and removals exceed the unabated emissions 
from the subject. Read more about the various 
definitions in Guidance 3.4.

CarbonNeutral®: The registered trademark  
of Natural Capital Partners licensed for use by entities 
which have achieved CarbonNeutral certification.

CarbonNeutral® certification: The process by 
which a client receives recognition that it has met 
the provisions of The CarbonNeutral Protocol for  
a specific subject. CarbonNeutral® certifications  
can only be awarded by a CarbonNeutral certifier.

CarbonNeutral® certifier: The organisation 
providing CarbonNeutral® certification  
in accordance with the requirements of  
The CarbonNeutral Protocol. Natural Capital 
Partners awards the CarbonNeutral® certification 
logo to entities that are in compliance with the 
requirements of The Protocol.

CarbonNeutral® certification logo:  
A logo incorporating the CarbonNeutral®  
trademark that is licensed to a client upon the 
successful completion of a CarbonNeutral® 
certification. See Technical Specification 5.1  
for further information.

CarbonNeutral® certification logo guidelines: 
Natural Capital Partners’ requirements and  
guidelines governing the application of 
CarbonNeutral® certification logos. See Technical 
Specification 5.1 for further information.

Certification period: See Duration.

Client: The organisation, individual or group 
of individuals entering into a contract with a 
CarbonNeutral certifier for the purposes of  
a CarbonNeutral® certification.

Climate finance: A source of funding to mitigate  
or adapt to climate impacts. Includes terms such 
as: carbon finance, green finance, green bonds.

Compensation: A term used by the Science  
Based Targets initiative to specify the retirement  
of carbon credits from mitigation projects  
that avoid or reduce the emission of GHGs  
(see Avoided emissions and Reduced emissions) 
when redressing the impact of unabated emissions.

Cradle-to-customer: A particular boundary  
for product subjects. The cradle-to-customer 
boundary includes the extraction and processing  
of raw materials (including any packaging materials), 
manufacture, storage and distribution to first 
customer. See Guidance 1.4 for further information.

Cradle-to-grave: A particular boundary  
for CarbonNeutral® product class subjects.  
The cradle-to-grave boundary includes extraction 
and processing of raw materials (including any 
packaging materials), manufacture, storage, 
distribution to first customer, further distribution 
and storage, retail, use and end-of-life disposal.

The CarbonNeutral Protocol  |  January 2021 Glossary of Terms
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Department for Environment, Food  
and Rural Affairs (DEFRA): Ministry of  
the United Kingdom Government, which has 
provided GHG measurement guidance that  
is referenced and applied internationally.

Delivery (referring to carbon credits): Refers to 
the receipt of legal title and ownership of verified 
and issued carbon credits by the provider of such 
reductions. Delivery can occur on a third-party 
external registry, or through written agreement.

Duration: The period of time during which a 
CarbonNeutral certification is valid. For entities  
this is commonly a specified twelve month period; 
for products, a specified twelve month period 
during which the product is produced for sale;  
and, for activities, the period during which the  
utility of the activity is delivered.

CONTENTS 



West India Wind Power, India: 
Carbon finance supports the 
country’s green growth agenda by 
enhancing renewable energy capacity 
to meet growing energy demands

Embodied carbon: The sum of the GHG  
emissions associated, directly or indirectly,  
with a material, often measured with the 
boundaries of Cradle-to-customer.

Emission factor: An emission factor is a coefficient 
which enables the conversion of activity data 
into GHG emissions expressed as tonnes of CO2 
equivalent (e.g MWh consumed into tCO2e emitted). 
CarbonNeutral certifications require emission 
factors published by reputable and independent 
sources that are up-to-date and which are most 
relevant to the subject’s location and activities.

Emissions sinks: See Removals.

Emissions sources: The specific GHG-emitting 
activities or processes within the boundary of  
a Subject.

EN 15804: Refers to the European standard 
on “Sustainability of construction works – 
Environmental Product Declarations – core rules 
for the product category of construction products.” 
It provides core product category rules for type III 
Environmental Product Declarations (EPDs) for any 
construction product and construction service.

Energy Attribute Certificates (EACs): 
Transactable, energy tracking instruments 
representing proof that a unit (e.g. 1 megawatt-
hour (MWh)) of energy was generated from an 
eligible renewable energy source and delivered 
through a shared power distribution system 
to serve power consumers. EACs provide a 
mechanism for power consumers to associate  
their purchased power with renewable  
energy delivered to the distribution system. 
Examples include Guarantees of Origin (GOs), 
Renewable Energy Certificates (RECs), International 
Renewable Energy Certificate (I-RECs) and  
Tradable Instruments for Global Renewables 
(TIGRs), which are recognised in The Greenhouse 
Gas Protocol Scope 2 Guidance as eligible 
instruments for documenting and tracking 
electricity consumed from renewable sources.

Environmental instruments: The broad category 
of transactable instruments that includes carbon 
credits, energy attribute certificates, and all other 
instruments designed to track the environmental 
attributes of project-based activities.

Environmental Product Declaration (EPD):  
An independently verified document that reports 
environmental data of products based on life cycle 
assessment and other relevant information and  
in accordance with the international standard  
ISO 14025. See Guidance 2.8 for further discussion 
on this topic.

EPD Type III declaration: A specific type  
of Environmental Product Declaration (EPD)  
to enable comparisons between products  
fulfilling the same function, as defined by  
Product Category Rules (PCR).

Ex ante: As applied to carbon credits are  
emission reductions which are planned  
but which have not been verified under an 
accepted standard and listed in the related  
registry, which means they cannot be retired  
to compensate for unabated emissions.

Ex post: As applied to carbon credits are emission 
reductions which have been verified under  
an accepted standard and listed in the related 
registry, which means they can be retired to 
compensate for unabated emissions.

E
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Geographically relevant: Pertaining to the specific 
location of the emissions-generating activity in 
question. In order of preference, emission factors 
and secondary data should be applied first from 
local, sub-national datasets; then from national 
datasets; and then from regional datasets. In the 
absence of available data from these datasets, 
available global factors and data may be applied.

Greenhouse gas (GHG): Gases identified in 
Protocols and Agreements established under the 
United Nations Framework Convention on Climate 
Change which when emitted to the atmosphere 
cause global warming and which are targeted 
for reduction. Recognised GHGs include: carbon 
dioxide (CO2), methane (CH4), nitrous oxide (N2O), 
hydrofluorocarbons, perfluorocarbons, sulphur- 
hexafluoride (SF6), and nitrogen trifluoride (NF3).

Green Gas (or biogas): A generic term for calorific 
gas produced by the breakdown of organic matter, 
through anaerobic digestion or fermentation.  
Feed stocks include biodegradable materials  
such as manure, sewage, municipal water,  
green waste and plant material. Biogas is  
primarily methane and carbon dioxide and  
may have small amounts of hydrogen sulphide, 
siloxanes and moisture which make it corrosive. 
Before biogas is introduced to a gas distribution 
grid it is dried and the hydrogen sulphide and 
carbon dioxide is removed and the upgraded  
gas is known as biomethane.

GHG inventory: An accounting of the amount 
of GHGs discharged into the atmosphere from 
sources and removed from the atmosphere by 
sinks within a specified boundary.

GHG Protocol Corporate Standard: The World 
Business Council for Sustainable Development 
(WBCSD) and World Resources Institute’s (WRI) 
Corporate Accounting and Reporting Standard 
(Corporate Standard). The GHG Protocol 
Corporate Standard is the most commonly used 
organisational GHG accounting methodology. 
It defines emissions reporting under three key 
scopes, ensuring comprehensive reporting.

Guatemala Water Filtration and Improved Cookstoves: 
The Ecofiltro water filter removes 99% of pathogens from 
non-potable water, making it safer for local communities 
to drink in a country where water-borne disease has been  
identified as a national priority

9
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GHG Protocol Product Standard: The WBCSD and 
WRI’s Product Life Cycle Accounting and Reporting 
Standard (Product Standard). This document allows an 
entity to measure the GHG associated with the full life 
cycle of products including raw materials, manufacturing, 
transportation, storage, use and disposal.

GHG Protocol Scope 2 Guidance: Guidance published 
by the World Resources Institute as an complement 
to the GHG Protocol’s Corporate Standard, providing 
updated requirements and best practices on Scope 2 
accounting and reporting. It introduces the concepts 
of ‘location-based’ and ‘market-based’ accounting for 
Scope 2 emissions from purchased energy.

Global Warming Potential (GWP): An index of the 
potency of a GHG, referenced to carbon dioxide 
(which therefore has a GWP of 1) over a given time 
horizon. As an illustration of this, over a 100 year 
horizon, methane has a GWP of 34 (Ref: IPCC Fifth 
Assessment Report (AR5), 2013, p714).

Guarantee of Origin (GO): An Energy Attribute 
Certificate (EAC) defined in Article 15 of the 
European Directive 2009/28/EC issued per MWh of 
energy generated from eligible renewable sources.

I
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ICROA: The International Carbon Reduction and 
Offset Alliance is a non-profit organisation within 
the International Emissions Trading Association 
(IETA). It’s primary aim is to deliver quality 
assurance in carbon management and offsetting 
through adherence to its Code of Best Practice.

Independent qualified third party (referring 
to GHG assessment providers): An individual 
or organisation expert and experienced in GHG 
accounting that has no conflict of interest or 
financial gain in the outcome of the assessment 
and is approved by the CarbonNeutral certifier.

Insetting: A specific application of offsetting when 
mitigation projects located within a corporate’s 
supply chain and sphere of influence generate 
mitigation outcomes under recognised carbon 
standards which are used by the corporate to 
compensate for its unabated emissions. The focus 
on location-specific mitigation actions enables the 
corporate to gain multiple benefits, often delivering 
against both commercial and sustainability objectives.

Internal emission reduction: A reduction or 
abatement of GHG emissions made within the 
boundary of a subject (through for example, 
undertaking energy efficiency projects, on-site 
renewable energy or fuel substitution) which is 
accounted for in the subject’s GHG inventory. 

International Renewable Energy Certificate 
(I-REC): An Energy Attribute Certificate (EAC) 
defined by the International REC Standard  
issued per MWh of energy generated from  
eligible renewable sources.

ISO 14025: International Organisation for 
Standardisation’s specification for “Environmental 
labels and declarations – type III environmental 
declarations – principles and procedures.”  
It establishes the principles and specifies the 
procedures for developing type III environmental 
declaration programmes and type III environmental 
declarations. It specifically establishes the use of the 
ISO 14040 series of standards in the development of 
type III environmental declaration programmes and 
type III environmental declarations.

ISO14040: International Organisation for 
Standardisation’s specification for “Environmental 
management – life cycle assessment – principles 
and framework.” It describes the principles and 
framework for life cycle assessment (LCA).

ISO 14064-1: International Organisation for 
Standardisation’s specification for quantification 
and reporting of GHG emissions and removals  
at the organisation level. Its approach is similar  
to the GHG Protocol Corporate Standard.
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ISO 14065: International Organisation for 
Standardisation’s requirements for the 
accreditation of entities that validate or verify 
resulting GHG emission assertions or claims.

ISO/TS 14067: International Organisation for 
Standardisation’s specification for “Greenhouse 
gases – carbon footprint of products – 
requirements and guidelines for quantification 
and communication.” It specifies principles, 
requirements and guidelines for the quantification  
and communication of the carbon footprint  
of a product, based on international standards on 
LCA (ISO 14040 and ISO 14044) for quantification 
and on environmental labels and declarations 
(including ISO 14025) for communication. 

ISO 21930: International Organisation for 
Standardisation’s specification for “Sustainability in 
building construction – environmental declaration 
of building products.” It provides a framework and 
the basic requirements for product category rules 
as defined in ISO 14025 for type III environmental 
declarations of building products. Where this 
international standard contains more specific 
requirements, it complements ISO 14025 for  
the EPD of building products.

Issuance: The delivery of a specified quantity  
of carbon credits into a specified account on  
a registry. Issuance allows carbon credits to  
be transferred and retired in that registry. 

L

M

Licensee: Entity awarded the right to use the 
CarbonNeutral® certification logo.

Life Cycle Assessment: The systematic analysis 
using internationally accepted standards (e.g. ISO 
14040) of the potential environmental impacts of 
products or services across their supply-chain and 
during their lifecycle (typically, from cradle to grave).

Location-based: An accounting concept 
introduced in the GHG Protocol Scope 2  
Guidance. It is a method to quantify the  
Scope 2 GHG emissions of an entity based on 
average energy generation emission factors for 
defined geographic locations, including local, 
subnational, or national boundaries.

Market-based: An accounting concept introduced 
in the GHG Protocol Scope 2 Guidance. It is a 
method to quantify the Scope 2 GHG emissions 
of an entity based on GHG emissions emitted by 
the generators from which the entity contractually 
purchases electricity bundled with Energy Attribute 
Certificates (EACs), or EACs on their own. 

Mitigation: Actions that reduce emissions of  
GHGs to the atmosphere; that reduce the global 
warming potential of other constituents in the 
atmosphere; or, which remove or stabilize  
heat-trapping GHGs or other constituents  
from the atmosphere.

Mitigation Outcomes: Impact of mitigation 
activities, measured in CO2e, including those  
that avoid and reduce greenhouse gas emissions 
to the atmosphere and those that remove 
greenhouse gases from the atmosphere. 
Transactable mitigation outcomes (see Carbon 
Credits) are generated by mitigation projects 
established under recognised third-party 
standards. Retirement of carbon credits  
(see Carbon Offsetting) enables entities to 
compensate or neutralize unabated emissions.

CONTENTS 
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Offsetting: The act of compensating for unabated GHG emissions by retiring (cancelling) carbon credits.

PAS 2050: British Standards Institution’s (BSI) 
Publicly Available Specification for the assessment 
of the life cycle GHG emissions of goods and 
services. The general principles of PAS 2050 are 
similar to the GHG Protocol Product Standard,  
both of which are appropriate for use within  
The CarbonNeutral Protocol.

PAS 2060: British Standards Institution’s 
(BSI) Publicly Available Specification for the 
demonstration of carbon neutrality. It specifies 
requirements to be met by any entity seeking 
to demonstrate carbon neutrality through the 
quantification, reduction and offsetting of GHG 
emissions from a uniquely identified subject.

Product Category Rule (PCR): Documents that 
define the rules and requirements for EPDs from 
a certain product category. They are vital for the 
concept of environmental declarations as they 
enable transparency and comparability between 
different EPDs based on the same PCR.

Primary data: Data collected or directly measured 
which has not been subjected to processing or  
any other manipulation. Examples of primary  
data sources include direct measurement of the 
quantity of natural gas burnt in a heating system 
(Scope 1) or metered electricity (Scope 2) before 
the application of conversion factors used to 
determine CO2e emissions.

Net zero: The Paris Agreement introduces the  
concept of net zero when it says: “a balance between 
anthropogenic emissions by sources and removals by 
sinks of greenhouse gases.”  For net zero at a 
company level, we refer to the Science Based 
Targets Initiative (SBTi), which states the following: 
“To reach a state of net-zero emissions for 
companies consistent with achieving net-zero 
emissions at the global level in line with societal 
climate and sustainability goals implies two 
conditions: 1) To achieve a scale of value-chain 
emission reductions consistent with the depth of 
abatement achieved in pathways that limit warming to 
1.5°C with no or limited overshoot and; 

O

2) To neutralise the impact of any source of residual 
emissions that remains unfeasible to be eliminated 
by permanently removing an equivalent amount
of atmospheric carbon dioxide.” For more on net
zero at a company level refer to Guidance 3.3.
We use the term: A state which is achieved when
the global warming impact across all scopes
of an entity is zero, achieved through a balance
of sources and sinks for a defined duration.

Neutralization: A term used by the Science Based 
Targets Initiative to specify the retirement of carbon 
credits from mitigation projects that remove 
GHGs from the atmosphere (see Removals) when 
redressing the impact of unabated emissions.

N
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RE100: A global collaborative initiative led by  
The Climate Group that brings together influential 
and multinational businesses that are committed  
to sourcing 100% renewable electricity (See 
Guidance 5.3 for further information about 
communicating 100% renewable electricity).

Reduced emissions: The impact, measured in 
tCO2e, of specific mitigation actions to reduce GHG 
emissions to the atmosphere calculated against a 
reference baseline (See Mitigation and Mitigation 
outcomes and Guidance 4.5). 

Registry: A database of carbon credits and their 
transactions used to assign legal title through a 
unique identifier, and where credits are retired 
(cancelled) upon being sold to offset an equivalent 
amount of GHG emissions.

Removals: The impact, measured in tCO2e,  
of specific mitigation actions that remove GHG 
emissions from the atmosphere (See Mitigation  
and Mitigation outcomes and Guidance 4.5).

Renewable Energy Certificate (REC):  
An Energy Attribute Certificate (EAC) defined in  
North American regulations issued per MWh 
generated from eligible renewable energy sources.

Renewable Energy Guarantees of Origin (REGO): 
An Energy Attribute Certificate (EAC) administered by 
the UK regulatory agency OFGEM, issued per MWh of 
energy generated from eligible renewable sources.

Renewable Gas Guarantees of Origin (RGGO):  
An Energy Attribute Certificate (EAC) administered by 
the Renewable Energy Association in the UK, issued per 
kWh of energy generated from eligible biogas sources.

Retire (Retirement): Refers to the permanent 
cancellation of carbon credits from future use  
in a third-party registry.

Radiative Forcing Index (RFI): A factor used to 
quantify non-CO2 warming effects of air travel. RFI is 
the ratio of total radiative forcing (RF) of all GHGs to 
RF from CO2 emissions alone for aircraft emissions 
(IPCC, 1999). RFI does not account for the different 
residence times of different warming factors.  
See Guidance 2.5 for further discussion of this topic.

Q

R

Quality assurance: Independent review  
conducted by an expert third party to  
check that: the input data for GHG inventories;  
or use of a CarbonNeutral® certification logo  
meets the requirements of a CarbonNeutral® 
certification and is in line with the approach  
and principles of The CarbonNeutral Protocol.  
See Guidance 2.3 for further guidance on  
quality assurance and verification.

Quality assurance statement: A written 
statement by an expert third party with 
demonstrated experience declaring the  
results of a quality assurance exercise.

Quality control: A management process used by 
an entity to ensure its data management provides a 
true and fair representation of the GHG emissions 
associated with the subject of the certification.

Colorado Grasslands, United States: Carbon finance helps preserve  
the short grass prairie of the Great Plains using grazing animals such  
as native bison to naturally maintain the health of the rangeland

CONTENTS 



14

The CarbonNeutral Protocol  |  January 2021 Glossary of Terms

Science Based Targets initiative 
(SBTi): A collaborative initiative by  
CDP, World Resources Institute (WRI), 
the World Wide Fund for Nature (WWF) 
and the United Nations Global Compact 
(UNGC) that champions science-based 
internal abatement target setting to 
encourage and support companies in 
the transition to a low-carbon economy. 
See Guidance 3.2 for further guidance.

Scopes: The three “classes” of emissions 
sources identified in the GHG Protocol 
Corporate Standard, relevant to 
assessing and reporting the GHG 
emissions of entities.

Scope 1 emissions: Those GHG 
emissions directly attributable to the 
subject that occur from sources that are 
owned, leased or controlled by the entity 
seeking CarbonNeutral® certification, 
principally from the following types of 
activities: the combustion of fuels for  
the generation of electricity, heat, or 
steam; processing and/or manufacturing 
of materials or chemicals; transportation 
in company owned/controlled 
mobile combustion sources; and 
fugitive emissions from intentional or 
unintentional releases (e.g. equipment 
leaks and hydrofluorocarbon (HFC) 
emissions from refrigeration and air 
conditioning equipment).

Scope 2 emissions: Those emissions 
indirectly attributable to the subject 
from the generation of electricity, 
heat, steam or cooling that is acquired 
and consumed in owned, leased or 
controlled equipment or operations.

Scope 3 emissions: All non-Scope 
2 indirect emissions from upstream 
and downstream sources. The most 
common examples are emissions 
from: transport-related activities; 
transportation of purchased materials, 
goods or fuels; employee business 
travel; employee commuting to and from 
work; transportation of sold products 
in third-party owned vehicles; and the 
transportation and disposal of waste 
and sold products at the end of their life.

Secondary data: Data collected or 
measured which has been subjected 
to processing or additional calculations 
to arrive at a usable output. Examples 
include applying emission factors to 
flight distances or fuel consumption  
to produce a value for GHG emissions.

Simplified Estimation Method  
(SEM): Rough, upper bound  
estimation developed and implemented 
as necessary and appropriate to a 
subject’s GHG assessment. SEMs are 
intended to be used for GHG emissions 
sources that represent less than 2% 
of the subject’s total GHG emissions. 
Collectively SEMs should total no more 
than 5% of the subject’s GHG emissions.

Short Lived Climate Forcers (SLCF):  
Emissions with a short atmospheric 
residence time which have the potential 
to affect climate.

Subject: The entity, product or activity  
to which CarbonNeutral® certification  
is applied.

S
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T
Tradable Instrument for Global Renewables (TIGR): A global  
Energy Attribute Certificate (EAC) administered by APX in the US  
issued per MWh generated from eligible renewable energy sources.

V
Verification: Independent evaluation conducted by an expert  
third party with demonstrated experience to the requirements  
of an independent verification standard (such as ISO 14064:3 or  
ISAE 3410) to check that the quality of input data, a GHG assessment, 
or that the use of a CarbonNeutral® certification logo meets the 
requirements of a CarbonNeutral® certification and is in line with  
the approach and principles of The CarbonNeutral Protocol.  
See Guidance 2.3 for further guidance on quality assurance  
and verification.

Verification statement: A written statement by an expert third  
party with demonstrated experience declaring the results of a  
verification exercise.

Z
Zero emissions: Applies to the state of a subject when GHG emissions  
are fully abated and there are zero GHG emissions to the atmosphere.

Kanungu Run-of-River Hydro 
Power Project, Uganda:  
The project generates ~29GWh 
electricity each year, displacing 
diesel-powered generators that 
supply the Ugandan grid

15

CONTENTS 



In
tr

o
d

uc
ti

o
n

Sichuan Household Biodigester, China:  
Carbon finance improves the quality of  
rural homes by converting animal waste  
to clean energy source
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Few would question that we are now in a race 
against time. In the last year alone, the evidence 
continues to mount about the impact of climate 
change and the toll it is taking on the planet,  
and on lives and communities. An abstract 
understanding of climate in terms of parts 
per million and fractions of degrees has been 
supplanted by more tangible evidence: habitat  
and species loss, extreme weather events, and 
human health impacts, among others. In 2018,  
CDP calculated the effects of climate change to  
cost business $1 trillion over five years.1

In response, business is seizing on this moment, 
turning risk to opportunity. For the second year 
in a row, we tracked climate commitments among 
Fortune Global 500 companies.2 Since the Paris 
Agreement in December 2015, corporate climate 
commitments have increased five-fold. 30% of 
leading companies have now made at least one 
public commitment to carbon neutrality, net zero, 
RE100, or the Science Based Targets initiative  
(SBTi) by 2030. Those that have yet to take action 
are only at greater risk. 

When time is of the essence to tackle climate 
change, carbon neutrality is a proven strategy  
for corporate action. The benefits are immediate, 
both for the business and for the climate.  
In the last year, companies including Kaiser 
Permanente, Oliver Wyman, and HP have  
joined the ranks of companies such as Logitech, 
Bain & Company and Sky, leading their industries 
with CarbonNeutral certification.

For nearly two decades, The CarbonNeutral 
Protocol has played a critical role in enabling our 
clients to confidently make clear and credible 
claims and navigate the complicated and fast-
moving voluntary carbon market. 

The role of business is clear. The United Nations 
has named this the Decade of Action3 for us  
to deliver on the Global Goals, and business  
is proving to be one of the most effective  
and reliable levers for change, contributing 
innovation, finance, and ambitious commitments. 

17
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The CarbonNeutral Protocol  
in the Context of Climate Action:  
A Proven Strategy for Corporate Climate Action, Momentum 
Around Carbon Neutrality Continues to Accelerate
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1 �CDP, 2018, Global Climate Change Analysis 2018, https://www.cdp.net/en/research/global-reports/global-climate-change-report-2018
2 �Natural Capital Partners, 2020, Response Required: How the Fortune Global 500 is delivering climate action and the urgent need for 

more of it, https://info.naturalcapitalpartners.com/response-required
3 �United Nations, 2019, Decade of Action, https://www.un.org/sustainabledevelopment/decade-of-action/

Figure 1: Percentage of Fortune Global 500 companies that have made a public 
commitment that they are, or will be by 2030: carbon neutral, meeting an RE100, 
Science-Based Target or net zero target
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While the Paris Agreement is proving to be difficult 
to implement and the global coronavirus pandemic 
has further stalled progress, companies show no 
sign of relenting, filling a vacuum while sending a 
strong signal to policymakers that we cannot delay.

Carbon finance is increasingly recognised  
as a vehicle not only for climate action,  
but for sustainable development broadly. 
Corporate buyers are choosing to do more  
than simply offset their emissions, focusing  
on projects with attributes that align with their 
values and deliver value to communities and 
ecosystems. The Rimba Raya REDD+ project  
in Indonesia, which avoids destruction of forest 
coupled with livelihood programs that provide 
education and employment, became the 
first project to register to Verra’s Sustainable 
Development Verified Impact Standard  
(SD VISta) by advancing all 17 Global Goals.

Recognising that we need all the solutions  
available: including carbon finance projects  
to avoid emissions, reduce them, and remove  
them, several new initiatives have launched in  
2020 to drive impact at scale. We are participating 
in groups led by Environmental Defense Fund,  
ISO, IETA and the Climate Registry, to contribute 
our experience and to ensure we continuously 
improve The Protocol, making it a practical and 
valuable resource in designing and delivering  
on corporate sustainability strategies.  

In addition, we are part of The Taskforce on Scaling 
Voluntary Carbon Markets, led by Mark Carney 
and Bill Winters, one of the highest profile efforts 
to help companies and investors leverage the 
market to grow exponentially—building on 20+ 
years of voluntary action to advance international 
climate goals. The SBTi, meanwhile, issued new 
guidance on achieving net zero targets and the 
role of offsetting in getting us there, detailing 
how ‘compensation’ measures using projects 
which avoid and reduce emissions are part 
of the transition to net zero and its focus on 
‘neutralisation’ through removals projects.

Carbon neutrality is increasingly recognised  
as a pragmatic and accessible tool for the 
ambitious. It is deployed by organisations which 
seek to complement longer-term, science-based 
abatement targets by financing emission reductions 
beyond their operational control which accelerate 
progress towards a net zero global economy.  
A majority of that financing utilises the voluntary 
carbon market to find and support mitigation 
projects that also deliver against the Sustainable 
Development Goals. 

While we enter 2021 with unprecedented 
uncertainty, we know the challenges and 
opportunities we face in driving climate ambition. 
Entering its 20th year and updated annually  
to reflect the latest industry best practice,  
The Protocol will continue to evolve in order to 
provide business with an invaluable tool for action.

18

Rimba Raya Biodiversity Reserve REDD+, Indonesia:  
The project has established a scholarship fund to enhance  
educational access and provide writing books 
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We are pleased to present this 2021 edition of  
The CarbonNeutral Protocol. First developed  
and published in 2002, the Protocol is revised  
and updated annually to reflect developments  
in climate science, international policy, standards 
and business practice. It is an open source 
standard and guide developed for business by 
business that draws together leading independent 
standards for greenhouse gas accounting into a 
practical guide to carbon neutrality.

It underpins CarbonNeutral® certifications awarded by 
Natural Capital Partners to recognise carbon neutral 
organisations, products and activities, and provides a 
detailed framework for the design and implementation 
of credible carbon neutral programmes.

Purpose
The CarbonNeutral Protocol is designed for:

n �Businesses and organisations – To understand 
what is required to develop a credible 
carbon neutral programme and to achieve 
CarbonNeutral® certification

n �Technical partners – To ensure  
Natural Capital Partners’ technical partners  
(e.g. GHG assessors) understand what is  
required of them to ensure their services  
are consistent with the requirements of  
each CarbonNeutral® certification

n �The wider “Climate Action Community” –  
To encourage partnerships amongst business, 
NGOs, policy-makers, regulators and civil society 
to promote high standards for carbon accounting 
and the offsetting of greenhouse gas emissions

The CarbonNeutral Protocol has been developed 
as a set of requirements to provide businesses 
with a single-source guide to make credible, 
transparent claims anywhere in the world. As third-
party standards are developed, The CarbonNeutral 
Protocol aims to provide a framework which builds 
upon the best guidance in the market and offers a 
unifying process for making carbon neutral claims 
which are recognised internationally. 

Principles
Three principles are the foundation  
for CarbonNeutral certifications:

1. Promote immediate action to support  
deeper and widespread transformation 
Carbon neutrality is the action taken immediately 
by an entity to fully compensate for the global 
warming impact from its greenhouse gas emissions. 
Transformation to a sustainable and resilient net 
zero economy is accelerated by carbon neutrality 
as entities act ahead of and beyond regulation. 
Carbon neutral entities reduce emissions under 
their direct control and enable mitigation activities 
elsewhere that require finance to deliver mitigation 
in line with the UNFCCC’s goals and contribute to 
the UN’s Sustainable Development Goals. 

2. Built on conservative estimation, best practice, 
transparency and continuous improvement 
Public claims of carbon neutrality account for 
greenhouse gas emissions and the compensating 
emission reductions in accordance with best- 
in-class third-party standards to ensure that  
claims have integrity and the same meaning 
throughout the global economy. Entities making 
public claims of carbon neutrality commit to 
conservative approaches and to disclosing  
the basis (methodologies, standards,  
protocols) that underpin their claims.

3. Committed to pragmatism and impact 
Achieving carbon neutrality is an actionable, 
understandable and pragmatic response that  
can be adopted by any entity to meet its climate 
objectives and play a meaningful role in driving the 
transition to net zero across the global economy. 
The CarbonNeutral certification logo enables entities 
to communicate their commitment to carbon 
neutrality to key stakeholders so they may be 
recognised and rewarded for their progressive action.

These principles guide the development and 
application of the Protocol, particularly when 
the application of the Protocol’s requirements 
to specific issues or situations is ambiguous or 
unclear. When specific circumstances arise where 
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the application of the Protocol’s requirements 
would not align with the intent of the principles, 
Natural Capital Partners reserves the right to 
amend the requirements of the Protocol to  
ensure the integrity of the certification.

Structure of The CarbonNeutral Protocol 
High-level requirements for achieving CarbonNeutral® 
certification are set out in the Core Requirements 
section of this document. More detailed requirements 
are set out in the Technical Specifications that follows 
it. Detailed advice and clarification on selected topics 
can be found in the subsequent Guidance.

The term “must” is used in this document  
to indicate a requirement of the Protocol.  
The term “must not” indicates prohibited  
actions. The term “should” is used to indicate  
a recommendation, but not a requirement.

Development of  
The CarbonNeutral Protocol
The CarbonNeutral Protocol undergoes an  
annual development cycle which involves  
input from multiple stakeholders.

Natural Capital Partners’ Advisory Council1  
is consulted on development priorities within  
the annual revision cycle. In addition, we consult 
with certified companies, our assessment partners 
and other sustainability leaders and environmental 
NGOs. We will seek to further deepen this 
consultation ahead of the 2022 edition. 

Natural Capital Partners also invites and encourages 
input from clients and others with an interest in 
carbon neutrality. Suggestions for development 
priorities for subsequent versions of The 
CarbonNeutral Protocol should be sent to Natural 
Capital Partners at info@naturalcapitalpartners.com.

Based upon our experience and understanding of 
changing client needs, developments in the market 
for climate solutions and guidance from our Advisory 
Council, material changes to The CarbonNeutral 
Protocol in this 2021 version include:

n �New guidance on how CarbonNeutral 
certification complements a net zero target 
(Guidance 3.3)

n �New guidance on removals, encouraging  
clients to consider a shift to removals over  
time (Guidance 4.5)

n �New product-as-a-service certification  
(Table 3 and Technical Specification 1.2)

n �New “Target and Reduce Form” evolved from 
the Certification Form for gathering information 
about the abatement of certified clients 
(Technical Specification 3.1)

n �New guidance for communicating programmes 
including what advice and materials we issue to 
certified clients (Guidance 5.2) and communicating 
100% renewable electricity (Guidance 5.3)

n �New “Reference Material” section which  
refers to cross-compliance tables clarifying 
how the Protocol aligns with other standards 
(Reference Material)

n �Updated required emissions sources for  
entity certifications to require homeworking 
emissions (Table 2)

n �Updated guidance on calculating the climate 
impact of aviation, including how to account  
for sustainable aviation fuels (Guidance 2.5)

n �Updated guidance on quality assurance  
and verification to clarify how assessment 
partners are approved (Guidance 2.3)

n �Updated guidance on defining boundaries  
for CarbonNeutral products (Guidance 1.4)

n �Updated requirements regarding the validity of 
assessments in support of product certifications 
(Table 6)

n �Updated requirements for the presentation of data 
in emissions assessments to summarise the extent 
of use of primary data and to increase alignment 
with best practice (Technical Requirement 2.2)
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Relationship to other standards,  
protocols and broader context
The Protocol incorporates best practices in the 
areas of measurement and monitoring of GHG 
emissions and the design and certification of 
emission mitigation projects. Concerning GHG 
measurement, the Protocol is aligned with the 
GHG Protocol Corporate Standard (including the 
separate Guidance on Scope 2 and 3 accounting), 
GHG Protocol Product Standard, Environmental 
Product Declarations and the principles of the  
BSI PAS 2050 standard for products and services.

The Protocol is both influenced by and contributes 
to the evolution of other relevant standards, 
including but not limited to: ICROA’s Code of 
Best Practice, ISO’s new project to define carbon 
neutrality, Science Based Targets initiative’s work 
on net zero. These are critical to the Protocol’s 
evolution and the Protocol’s experience of being 
used as a framework for climate action around the 
world makes it a key point of reference.

The Protocol recognises the importance of taking 
action that is appropriate and proportionate to 
the range and scale of a client’s sustainability 
impacts. CarbonNeutral® certifications by definition 
are focused on climate impacts. However, clients 
should assess their material environmental, 
social, and economic impacts and take action 
appropriate to related impacts. Clients should use 
internationally recognised management standards, 
appropriate to the scale of their impacts, to identify 
and manage their key impacts. Such management 
standards include but are not limited to the ISO 
14000 and ISO 9000 series.

About Natural Capital Partners
With more than 300 clients in 34 countries, 
including Microsoft, MetLife, Logitech, PwC,  
Sky and Ørsted, Natural Capital Partners is 
harnessing the power of business to create  
a more sustainable world. Through a global 
network of projects, the company delivers the 
highest quality solutions which make real change 
possible: reducing carbon emissions, generating 
renewable energy, building resilience in supply 
chains, conserving and restoring forests and 
biodiversity, and improving health and livelihoods.

Natural Capital Partners was founded in 1997 and 
has teams in the US, Europe, Central America and 
Asia. Since it began, the company has contracted 
more than 43 million tonnes of carbon credits 
from 489 projects in 64 countries on behalf of its 
clients. Over the past four years it has contracted 
19 million MWh of energy attribute certificates from 
43 countries. In addition, the company has been 
recognised as Environmental Finance Best Offset 
Retailer for the past ten years.

The CarbonNeutral Protocol is one of the services 
provided by Natural Capital Partners.
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Natural Capital Partners is solely responsible  
for the development and deployment of  
The CarbonNeutral Protocol as an open access 
standard. However, we wish to acknowledge and 
thank our clients, members of our Advisory Group, 
and the many organisations and individuals that 
have encouraged, supported and shared their 
expertise with us during the development of 
the Protocol since it was first launched in 2002. 
We could not have done our work without their 
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Use, legal disclaimer and copyright
The CarbonNeutral Protocol should be applied  
in conjunction with relevant terms and conditions 
on the use of logos, marks and trademarks  
owned by Natural Capital Partners, as specified  
in contracts with Natural Capital Partners.

CarbonNeutral® certifications made in  
accordance with previous versions of  
The CarbonNeutral Protocol are not  
retroactively affected by subsequent  
changes to The CarbonNeutral Protocol.

CarbonNeutral® is the registered trademark  
of Natural Capital Partners. The copyright  
notice displayed in this document indicates  
when the document was last issued.

© Natural Capital Partners 2021.
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Chocó-Darién Rainforest 
Conservation REDD+, Colombia: 
Carbon finance supports work 
with indigenous forest-dependent 
communities to build sustainable 
economic livelihoods and protect  
a global biodiversity hotspot

Natural Capital Partners has been recognised by Environmental Finance as Best 
Offset Retailer for 10 years running and Best Advisory Service for the last four years.
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Sky PLC Builds Business Reputation with  
CarbonNeutral® Company Certification 

Define: CarbonNeutral® company first certified  
in 2006 

Measure: Total company GHG emissions

Target: Certification integral part of Sky’s growing 
reputation for leading environmental action 

Reduce: Verified carbon projects used to offset 
remaining emissions following internal reduction 
efforts including investment in on-site renewables. 

Sky has also financed more than 30 emissions 
reductions projects that build low carbon 
sustainable development around the world.  
These have included renewable energy in India, 
rainforest conservation in Brazil and Indonesia

Communicate: CarbonNeutral certification  
has formed a part of a range of campaigns to  
build Sky’s reputation by being at the forefront  
of environmental issues
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Sub-Saharan Africa Improved Water  
Infrastructure Project, Africa: Providing  
clean drinking water to small rural communities  
through repairing and drilling new boreholes.  
In addition, clients have supported extensions to  
this project to include the refurbishment of sanitary  
and hand-washing facilities combined with school  
and community-delivered hygiene workshops  
to emphasise the importance of hand-washing
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As illustrated in Figure 2, there are five steps to achieving CarbonNeutral® certification. 
These five steps are mandatory for all classes of certification. While these steps are set 
out sequentially, they may be carried out in parallel. 

The Five Steps to Achieving 
CarbonNeutral® Certification

Core RequirementsThe CarbonNeutral Protocol  |  January 2021

Figure 2: Five Steps to Achieving CarbonNeutral® Certification

Step 1: Define
Give a clear description of the subject

Step 2: Measure
Provide a complete and accurate account of the GHG emissions of the subject

Step 3: Target
Set goals to reduce the emissions measured and offset all remaining 

emissions through verified environmental instruments

Step 4: Reduce
Deliver internal reductions and offset all remaining emissions  

by retiring verified environmental instruments

Step 5: Communicate
Provide accurate and transparent information on  

how CarbonNeutral® certification is achieved
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The first step is to clearly define the subject that will be certified CarbonNeutral®.  
The subject is the entity, product or activity being certified CarbonNeutral® and  
may be distinct from the client. 

Step 1: Define

Requirements/recommendations
The subject to which The CarbonNeutral  
Protocol is being applied must be clearly defined, 
by name and by description of the relevant legal 
and/or physical boundaries. The duration of a 
CarbonNeutral® certification must also be defined 
with a start and end date applicable to the award  
of the certification. 
 
The CarbonNeutral® certification to be applied 
must also be defined and must be compatible  
with the subject. The definition of the subject 
and the certification must be recorded by the 
CarbonNeutral certifier and the information 
retained for the purpose of auditing.

CarbonNeutral® Certifications and  
their Emission Sources
To provide consistency across a wide range  
of possible situations, The Protocol provides  
for a number of different CarbonNeutral® 
certifications corresponding to different  
possible entities, products and activities. 

These certifications are grouped into  
three classes:

Entities: Defined by legal status and  
spatial boundaries, covering all types  
of organisations, including companies  
and public sector bodies, households,  
individuals and sub-divisions of these.

Products: Defined as an article, substance,  
capital asset or combination of product and  
service produced, manufactured or refined  
for the purpose of onward sale. This class  
includes mass produced goods such as  
food and equipment; single use and custom 
built products such as buildings and urban 
developments; and, products as service such  
as on-demand printing and personal transport. 

Activities: Defined by the delivery of  
utility through a combination of mobile  
and stationary activities, including traditional 
transportation services (flights, car journeys, 
logistics etc), information provision such  
as hosting of data, or professional services,  
and one-off events that involve a combination  
of mobile and stationary activities (events, 
conferences etc.).

Technical Specification 1.1 includes tables, 
organised by certification class, that specify 
required and recommended emission sources  
to be included in a subject’s GHG assessment  
and CarbonNeutral® certification.

The CarbonNeutral Protocol  |  January 2021 Core Requirements
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Requirements/recommendations 
The subject’s GHG emissions must be assessed  
in accordance with the requirements set out for  
entities, products and activities in Table 6. 

Guidance 2 provides additional information  
regarding the measurement of GHG emissions. 
CarbonNeutral certifiers and technical partners  
should also pay particular attention to the contents  
of Technical Specification 1.2 which provides  
further guidance and clarification on defining  
the subject for certifications.

Step 2: Measure 

The second step is to measure the 
subject’s GHG emissions and provide a 
complete and accurate GHG inventory 
over a relevant timescale. 
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Solar Water Heating, 
India: Carbon finance 
enables the use of solar 
technology to meet 
the energy needs of 
a growing population 
while promoting low 
carbon development
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The third step is to confirm a target of carbon neutral GHG emissions for the period  
of the certification: to be delivered through internal abatement of GHG emissions and  
the retirement of environmental instruments to compensate for unabated emissions.  
The aim is to ensure clients get business value from clear, ambitious and immediate  
action on carbon emissions, and effective and efficient emissions reductions are  
stimulated by the presence of a carbon neutral target. 

Requirements/recommendations
As illustrated by Figure 3, the client must  
commit to an overall target of carbon neutral  
GHG emissions for the subject during the 
certification period.

For all subjects, the client should set an internal 
abatement target to ensure the subject’s gross or 
actual emissions decrease over time. The target 
may be expressed as an absolute GHG emission 
reduction or as a decrease in GHG intensity. 

Absolute GHG reduction targets compare total 
GHG emissions in the target year to those in a 
base year (e.g. reduce CO2e by 25 percent below 
2015 levels by 2025). GHG intensity targets are 
expressed as a ratio of emissions relative to a 

business metric (e.g. reduce CO2e by 25 percent 
per full-time employee by 2025). Absolute GHG 
reduction targets should be given preference  
over GHG intensity targets whenever possible.

Approaches to setting abatement targets include 
Science-Based Targets (see Guidance 3.2). 

The client must specify any internal abatement  
targets in its CarbonNeutral® Certification Target  
and Reduce Form (see Technical Specification 3.1).

While targets may be extended to net zero (see 
Guidance 3.3) or carbon (or climate, or net) positive 
(see Guidance 3.4) and other impacts on Sustainable 
Development Goals, CarbonNeutral certification 
applies only to neutrality as defined in The Protocol.
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Step 3: Target
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Step 4: Reduce
The fourth step is to take actions that abate emissions within the subject and which fully 
compensate for unabated emissions to achieve carbon neutrality. Scope 1 emission reductions 
are delivered through cost effective energy and process efficiencies, and the introduction of low/
no carbon technologies. Scope 2 reductions are delivered by switching to, or the procurement of, 
renewable energy. Scope 3 emissions and unabated Scope 1 and 2 emissions are offset through 
the purchase and retirement of qualifying environmental instruments – specifically carbon credits.

Requirements/recommendations
The subject’s GHG emissions must be reduced  
to carbon neutral for the duration defined within 
the CarbonNeutral® certification. This may be 
achieved through a combination of internal 
abatement; switching energy consumption to  
low-carbon or renewable energy sources; and,  
the retirement of eligible carbon credits.

Requirements/recommendations  
covering internal emissions reductions 
For all subjects, the client should action  
a GHG abatement plan to deliver internal  
emission reductions, taking into consideration  
the main sources of GHGs from the subject  
and the likely cost-effectiveness of alternative 

emission reduction actions. In the case of  
one-off subjects, such as events, this should  
entail consideration of emission-minimising 
measures during the planning phase.

GHG abatement plans should be reviewed  
for each new certification period to assess  
progress against planned actions and to assess  
the feasibility for further reductions, taking into 
account the availability of new technologies, 
enabling policies and incentives provided by 
government, and the overall business context. 
Where applicable, a director or senior manager 
should be given responsibility for overseeing the 
development and ensuring the implementation  
of emission abatement plans.

Figure 4: Reduction Measures to Achieve Carbon Neutrality

The CarbonNeutral Protocol  |  January 2021
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Requirements/recommendations  
covering renewable energy in  
Scope 2 emissions 
Clients should reduce their (Scope 2) energy  
usage, and seek to access renewable energy  
to reduce Scope 2 emissions, and when doing  
so must follow the requirements set out  
in Technical Specification 4.1.2 and should  
follow the guidance set out in Guidance 2.4,  
to ensure that such “green procurement” can  
be evidenced and meets agreed standards.

Requirements/recommendations  
covering the compensation and/or 
neutralisation of unabated emissions
All carbon credits used towards the achievement 
of CarbonNeutral® certification must meet the 
requirements set out in Technical Specification 
4.1.1 and should follow the guidance set out in 
Guidance 4.

Carbon credits certified under the standards  
set out in Technical Specification 4.1.1 have  
been determined to meet the requirements  
above and therefore are qualified to compensate 
for the subject’s unabated GHG emissions. 
Technical Specification 4.1.1 is reviewed annually 
to ensure it reflects developments in best practice 
and the performance of carbon credit standards.

When carbon credits are used towards the 
achievement of CarbonNeutral® certification  
in advance of their verification and issuance, 
the client must be provided with a contractual 
guarantee of delivery or replacement.

Carbon credits must be retired within 12 months 
from the delivery or purchase of the carbon credits, 
whichever is the latter event. The CarbonNeutral 
certifier must confirm that a sufficient number 
of carbon credits has or will be retired on behalf 
of the organisation seeking CarbonNeutral® 
certification or, the certifier must receive  
full assurances from the party implementing 
retirement that retired credits are being applied  
to the Subjects/time periods and cannot in any  
way be deemed to have been double counted.

Ex post carbon credits must be used for 
CarbonNeutral certifications.

The CarbonNeutral Protocol  |  January 2021

Teak Afforestation, Mexico: 
Carbon finance enables the 
planting of trees to sequester large 
amounts of carbon dioxide and the 
sustainable production of timber on 
land adjacent to cattle farming
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Step 5: Communicate
 
The fifth step is to provide accurate and  
transparent information on how CarbonNeutral® 
certification is achieved. 

Requirements/recommendations 
The CarbonNeutral® certification logo is the mechanism  
by which clients communicate the certification. 

Clients should have a high-level understanding of all  
their major environmental, social, and economic impacts,  
and ensure that their CarbonNeutral® claims are an 
appropriate response and priority in relation to these 
major impacts. Clients may use internationally recognised 
management standards such as ISO 14001 to identify  
and manage their key impacts.

Once certified CarbonNeutral®, clients should  
communicate their action through use of the  
CarbonNeutral® certification logo.

All communications relating to a client’s CarbonNeutral® 
certification must be factually based and should be clear and 
transparent so as to avoid confusion or misunderstanding. 
Communications must be consistent with the specific 
CarbonNeutral® certification achieved. Refer to Table 1 
for the full list of CarbonNeutral® certifications. The use of 
the CarbonNeutral® certification logo must conform to the 
requirements and guidance on the use of the CarbonNeutral 
certification logo (see Technical Specification 5.1). 

All clients should publicly disclose GHG inventory metrics 
relating to their CarbonNeutral® certification, including but 
not limited to their total gross emissions, emission intensity 
metrics and emission reduction activities. Reporting options 
include a client’s own communications and third-party 
reporting initiatives such as CDP, The Climate Registry  
or the Global Reporting Initiative’s (GRI) Sustainability 
Reporting Standard.

Clients should also ensure that all claims are consistent  
with any national or regional guidance or legislations on  
green claims, such as the UK Department for Environmental, 
Food and Rural Affairs (DEFRA) Green Claims Guidance or  
the U.S. Federal Trade Commission’s Green Guides.

31

Figure 5: Example CarbonNeutral® 
Certification Logos
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Logitech’s Gaming Products  
are CarbonNeutral®

Define: Entire gaming product portfolio  
is CarbonNeutral®, first certified 2019.  
All company business travel is CarbonNeutral®, 
first certified 2019. Manufacturing site is a 
CarbonNeutral® building, first certified 2018

Measure: Life-cycle assessment (LCA) of the 
greenhouse gas emissions of gaming products, 
primary manufacturing facility and business travel

Target: Logitech’s CarbonNeutral® building, 
corporate travel and gaming products are part  
of a wider programme of Climate Action, which 
includes commitment to a Science-Based Target 
and 100% Renewable Electricity by 2030

Reduce: Logitech’s commitment to reducing its 
carbon footprint extends from the early-stage 
innovation and sustainable design of lighter 
weight materials, better packaging, powering its 
manufacturing site and offices with renewable 
electricity, and purchasing verified emission 
reductions from renewable energy projects in 
China, a solar cooker project in China, and forestry 
protection projects in Brazil, Canada and Indonesia

Communicate: Logitech announced its carbon 
neutral gaming portfolio during COP25, alongside 
its Science-Based Target and RE100 commitment

CarbonNeutral® certifications form a key pillar of Logitech’s extensive sustainability programme and  
are reflective of Logitech’s aim to be one of the most sustainable technology companies in the world.

The CarbonNeutral Protocol  |  January 2021 Case Study
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Kitambar Renewable Biomass Fuel 
Switch Project, Brazil: Working with a local 
ceramics factory, the project has switched 
the fuel source from unmanaged forest 
wood to renewable biomass sources, 
delivering emissions reductions by reducing 
unsustainable harvesting of native vegetation

carbonneutral.com

http://carbonneutral.com


Improved Cookstoves, Bangladesh:  
Carbon finance increases fuel 
efficiency and reducing indoor air 
pollution using improved cookstoves
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Table 1: CarbonNeutral® Certification Classes

Entity certifications Product certifications** Activity certifications
Company/Organisation/Manufacturer Product Service

Couriers Product-as-a-service* Delivery/Shipment*

Hotel* Paper/Publication Driving/Fleet

Department/Division/Office Packaging Flights

Operations Development/Fit-out* Print production*

Data centres* Electricity Hotel stay

Building/Office space/Venue Usage* Hosting/cloud services*

Event/Exhibitor

Business travel*

Energy use*

Electricity use

Gas use/Gas supply

Electricity supply

Voyages

Production* (media)

*See Technical Specification 1.2.  
**Products or packaging may only carry a CarbonNeutral product or CarbonNeutral packaging logo respectively.

Step 1: Define 
Technical Specification

1.1 Required GHG Emissions Sources
The certifications are grouped into three classes. Each certification logo can be translated to meet  
local language communication requirements. However CarbonNeutral® cannot be translated and  
is only trademark protected in this format and language.
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1 �T&D losses must be included where relevant emissions factors are available (e.g. UK based assessments based upon DEFRA emissions factors).  
Where EACs are used to manage Scope 2 emissions EACs do not address Scope 3 T&D losses. T&D losses must be offset using carbon credits. 

2 Excludes letters sent by general mail service suppliers. 
3 �This relates to product manufacturers or companies whose primary business is distribution of products manufactured by other entities.  

This is intended to capture significant emissions from the inbound transportation and storage of production-related goods. This is not intended  
to capture or include emissions from the day-to-day movement of non-core business consumables. 

4 �The additional emissions that result from employees working from home, either permanently or temporarily, on top of a baseline scenario that  
would occur regardless of whether or not the employee was at home. 

5 �This is only a required source of emissions for product manufacturers, and is a recommended source of emissions for companies  
whose primary business is distribution of products manufactured by other entities. This is intended to capture significant emissions  
from the outbound transportation and storage of final products manufactured and/or sold by the entity. This is not intended to capture  
or include emissions from the day-to-day movement of non-core business consumables. 35
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Table 2: CarbonNeutral® Entity Certifications – Required GHG Emissions Sources

GHG assessment emission sources CarbonNeutral® entity certifications

Category
Emission source category (Aligned to the GHG Protocol: Corporate 
Standard and Value Chain Standard – numbers refer to the emission source 
numbering within the Value Chain Standard in Guidance 1.3)
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Scope 1

Direct emissions arising from owned, leased or directly controlled 
stationary sources that use fossil fuels and/or emit fugitive emissions  
(e.g. refrigerant gases)

3 3 3 3 3 3 3

Direct emissions from owned, leased or directly controlled mobile sources 3 3 3 3 3

Scope 2 Emissions from the generation of purchased electricity,  
heat, steam or cooling 3 3 3 3 3 3 3

Sc
op

e 
3 

up
st

re
am

1 Purchased goods 
and services

1a Water supplied to subject l l l l l l l

1b Consumable supplies (paper) l l l l l l l

2 Capital goods 2a Printers, laptops, computers etc. l l l l l l l

3

Fuel- and energy-
related activities 
(not included in 
Scope 1 or Scope 2)

3a Upstream emissions of purchased 
electricity and fuels

l l l l l l l

3b Transmission and distribution (T&D) losses1 3 3 3 3 3 3 3

4
Upstream  
transportation  
and distribution

4a Outbound courier deliveries of packages2 l 3 l l l l l

4b Third-party transportation and storage  
of inbound production-related goods3

l l l l l

5 Waste generated  
in operations

5a Wastewater l l l l l l l

5b Other waste 3 3 3 3 3 3 3

6 Business travel 
6a All transportation by air, public transport, 

rented/leased vehicle and taxi 3 3 3 3 l l

6b Emissions arising from hotel accommodation  
associated with business travel

l l l l l l

7
Employee 
commuting and 
homeworking

7a Employee transport between home  
and worksites

l l l l l l

7b Employee homeworking  
(teleworking/remote working)4 3 3 3

As defined in the Value Chain Standard, Scope 3 upstream emission source category 8 is not currently required  
or recommended under any of the CarbonNeutral® entity certifications, for further details see Guidance 1.3

Scope 3 
Downstream

9
Downstream 
transportation 
and distribution4

9a Third-party transportation and storage  
of sold products5 3 3 3 3 3

As defined in the Value Chain Standard, Scope 3 downstream emission source categories 10 through 15 are not currently 
required or recommended under any of the CarbonNeutral® entity certifications, for further details see Guidance 1.3 

Certification specific requirements (See Technical Specification 1.2) s s

Legend:    3  Required     l Recommended    s  Guidance 



1 �Land use change (LUC) emissions are required for those product certifications that have a significant impact on LUC associated with 
agricultural and commodity supply chains. For agricultural and commodity supply chains, LUC emissions can be excluded if a sufficient farm-
level certification was in place (e.g. Rainforest Alliance, UTZ). The Protocol accepts the guidance set out by Quantis (See Recommendation 9, 
Quantis, 2019, Accounting for natural climate solutions https://quantis-intl.com/report/accounting-for-natural-climate-solutions-guidance).

2 �Although we encourage clients to offset the wider scope of emissions, T&D losses are not a required emissions source in a  
CarbonNeutral product certification.

3 �Primary packaging must be included and secondary and tertiary is recommended. Any packaging that carries information  
about the brand and product, and which is included with the product when it is bought by the final customer is primary –  
all other packaging is secondary (e.g. for delivery to retailer or tertiary (e.g. for long-distance distribution)).

4 �Where data is available, it is recommended that emissions arising from water consumption and also wastewater treatment  
are included within these categories.

Required assessment emission sources 

CarbonNeutral® product certifications
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Category Emissions source category

Table 3: CarbonNeutral® Product Certifications - Required GHG Emissions Sources

Extraction and 
processing of 
raw materials 
and packaging

Cradle-to-grave or cradle-to-customer 
embodied emissions of raw materials1, 
inputs to production2 and packaging3

3 3 3 3 3 l

Inbound deliveries of raw materials  
and inputs to production 3 3 3 3 3 l

Manufacturing 
and storage of 
product and 
packaging

Direct emissions from on-site fossil  
fuel use and fugitive emissions 3 3 3 3 3

On-site consumption of  
purchased electricity2 3 3 3 3 3 3

Emissions from waste disposal4 3 3 3 3 3

Distribution Transportation of sold products to  
first customer 3 3 3 3

Onward 
distribution Onward storage and transportation l 3 l l

Retail

Direct emissions from on-site fossil  
fuel use and fugitive emissions

l 3 l

On-site consumption of purchased  
electricity and/or steam

l 3 l

Use Use emissions, including maintenance l 3 3

Disposal Emissions from disposal of sold products  
at end of life 

l 3 l l l

Other Construction worker travel to and  
from development site 3

Certification specific requirements  
(See Technical Specification 1.2)
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Legend:    3  Required     l Recommended    s  Guidance

The boundary for product level certifications must be consistent with the definition of the subject. For cradle-to-customer subjects, the boundary 
must extend from cradle to the point at which the client applying for CarbonNeutral® certification is no longer the owner or purchaser of the 
transportation/storage service. If using an EPD which meets the requirements specified in Guidance 2.8, the emission sources required for the 
EPD shall prevail over the emissions sources specified above. For further information regarding appropriate boundaries for cradle-to-customer 
certifications, see Guidance 1.4. For cradle-to-grave subjects, the boundary must extend to end-of-life disposal. 
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Table 4: CarbonNeutral® Activity Certifications – Required GHG Emissions Sources

Required assessment emission sources 

CarbonNeutral® activity certifications
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Emissions source category

All direct emissions from on-site sources  
used to deliver the activity

3 3 3 3 3 3 3 3 3 3

All direct emissions from mobile sources  
used to deliver the activity

3 3 3 3 3 3 3 3

Emissions from the consumption of  
purchased electricity (including transmission  
and distribution) and/or steam used in the  
delivery of the activity

3 3 3 3 3 3 3 3 3 3 3 3 3

Travel of employees/ contractors - by air,  
public transport, rented/leased vehicle and  
taxi - involved in the delivery of the activity

l l l l 3 3

Travel of individuals to and from the activity -  
by air, public transport, rented/leased vehicle  
and taxi 

l 3

Waste disposal1 l 3 3 3 3 3 3

Embodied emissions of consumables used in  
the delivery of the activity

3 3

Transportation of products associated with  
the activity to the first customer 

3

Certification specific requirements  
(See Technical Specification 1.2)

s s s s s s s

Legend:    3  Required     l Recommended    s  Guidance

1 Where data is available, it is recommended that emissions arising from wastewater treatment are included within this category

Technical Specification and GuidanceThe CarbonNeutral Protocol  |  January 2021

CONTENTS 

S
tep

 1: D
efi

ne 
Technical S

p
ecifi

catio
n



38

1.2 Certification specific requirements
This Technical Specification provides further details 
on the requirements of certification categories  
as set out in Tables 2, 3 and 4.

CarbonNeutral® entity certification 
specific requirements

CarbonNeutral® hotel
Emissions from outsourced laundry services  
must be included.

CarbonNeutral® data centres
Includes refrigerant gas loss at the data centre; 
office emissions of specific account management 
staff (if they are not physically located in the data 
centre); business travel of any staff specifically 
assigned to manage the account/equipment  
of the company that is using the data centre.

CarbonNeutral® product certification
specific requirements

CarbonNeutral® product-as-a-service 
Includes all emissions arising from: a product, 
annualized for the length of the certified service or 
per unit of usage; and usage emissions from the 
entire service for which the product is certified.

CarbonNeutral® development
Emissions from the ongoing use of the 
development post construction are excluded.

CarbonNeutral® usage
All direct and indirect GHG emissions from the end-
consumer use, for a period equivalent but not limited 
to the expected average lifetime of the product.

CarbonNeutral® activity certification
specific requirements

CarbonNeutral® delivery/shipment
Includes intermediate emissions from static 
operations e.g. warehousing and storage.

When the CarbonNeutral® delivery certification logo 
is carried on a delivered product the scope must 
include the entire distribution chain for the finished 
product from point of manufacture or ownership to 
the end user, or in the case of consumer products, 
to the point of retail to the end consumer.

When the CarbonNeutral® delivery certification logo 
is used by a logistics provider to differentiate their 
logistics service and the logo is not carried on a 
delivered product, the scope need only include the 
portion of the distribution chain over which the logistics 
provider is the provider/ purchaser of the service.

CarbonNeutral® print production
Boundaries must include emissions associated 
with the printing process and transport of printed 
material from printers to clients (specifically excluding 
emissions from the paper/other materials used).

CarbonNeutral® hosting/cloud services
Includes refrigerant gas loss at the data centre; office 
emissions of specific account management staff  
(if they are not physically located in the data centre); 
business travel of any staff specifically assigned to 
manage the account/equipment of the company 
that is being provided with the hosting service.

Emissions are calculated for the entity as a whole 
and allocated to the subject using a methodology 
that accurately apportions emissions to the service 
provided. Allocation methodologies could include 
the amount of: memory (RAM), storage space, 
processing power, bandwidth, and the level of 
managed service (labour), and need to be agreed 
on a case-by-case basis.

CarbonNeutral® event/exhibitor
Emissions from hotel accommodation should  
be included.

CarbonNeutral® business travel
Boundaries must include emissions arising from 
business travel - by air, public transport, rented/
leased/owned vehicles and taxis, and emissions 
from hotel accommodation due to business travel.

CarbonNeutral® energy use
Boundaries must include emissions arising  
from the use of electricity and natural gas use,  
and all fossil fuels used for space heating or  
on-site electricity generation.

CarbonNeutral® production (media)
Boundaries must include all emissions arising  
from production-financed activities directly related 
to the production of the entertainment media 
subject (i.e., motion picture, television episode,  
etc.), beginning with the commencement of  
pre-production and ending with the conclusion  
of post-production for the specific subject. 
For the sake of clarity, emissions arising from the 
development (e.g., initial writing of a screenplay 
and other activities preceding “green light”) and 
distribution (e.g., duplication, marketing, audience 
travel, and other activities succeeding the creation 
of the final master copy) of the subject are 
excluded, but hotel accommodation during  
the production must be included.
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1.3 Corporate value chain (Scope 3) 
accounting and reporting
The GHG Protocol Corporate Value Chain (Scope 3) 
Accounting and Reporting Standard (also referred 
to as the Scope 3 Standard) developed by the 
WRI and the WBCSD provides requirements and 
guidance for companies preparing and publicly 
reporting GHG emission inventories that include 
indirect emissions resulting from value chain activities 
(i.e. Scope 3 emissions). The Scope 3 Standard 
complements and builds upon the GHG Protocol 
Corporate Accounting and Reporting Standard to 
promote additional completeness and consistency 
in the way companies account for and report on 
indirect emissions from value chain activities. 

The Scope 3 Standard groups Scope 3 emissions 
into 15 distinct categories, as shown in Table 5.  
The categories are intended to provide companies 
with a systematic framework to organise, understand, 
and report on the diversity of Scope 3 activities within 
a corporate value chain. 

The CarbonNeutral Protocol adopts this framework 
to identify which emission sources are required  
and recommended for its various CarbonNeutral® 
entity certifications. This is to ensure consistency  
of reporting between The CarbonNeutral Protocol 
and the Scope 3 Standard.

In line with emerging best practice for entity 
certifications, all applicable Scope 3 emissions  
sources should, as far as practicable, be included  
in the assessment of the subject’s GHG emissions.  
However, in many cases it will not be practical  
to collect data for all Scope 3 sources  
(e.g. upstream emissions associated  
with purchased goods and services). 

The Protocol requires the inclusion of certain 
Scope 3 emissions (waste generated in operations, 
business travel, etc) for certain certifications.  
The inclusion of any other Scope 3 emissions  
is at the discretion of the client. 

Clients should consider the following issues  
when determining which additional Scope 3 
emissions sources to include: 

1. �The influence that the company  
has over abatement opportunities

 
2. �The likely contribution those emissions  

make to the subject’s overall footprint –  
where an emission’s source is judged  
likely to be material, it should be included 

 
3. The availability of reliable data 

For additional information about the GHG Protocol Corporate Value Chain 
(Scope 3) Accounting and Reporting Standard and its 15 Scope 3 categories 
refer to: www.ghgprotocol.org/standards/scope-3-standard. 

Step 1: Define
Guidance
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Meru and Nanyuki Community Reforestation, Kenya: 
Carbon finance helps empower farmers to build sustainable 
livelihoods through community reforestation activity
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Table 5: The GHG Protocol: Corporate Value Chain (Scope 3) Accounting and Reporting Standard1

Upstream or 
downstream Scope 3 category Category description

Upstream 
Scope 3 
emissions

1. Purchased goods 
and services

Extraction, production, and transportation of goods and services purchased or 
acquired by the reporting company in the reporting year, not otherwise included  
in Categories 2 – 8. 

2. Capital goods Extraction, production, and transportation of capital goods purchased or acquired 
by the reporting company in the reporting year.

3. Fuel- and energy-
related activities  
(not included in 
Scope 1 nor 2)

Extraction, production, and transportation of fuels and energy purchased or 
acquired by the reporting company in the reporting year, not already accounted  
for in Scope 1 nor 2.

4. Upstream 
transportation  
and distribution

Transportation and distribution of products purchased by the reporting company  
in the reporting year between a company’s tier one suppliers and its own operations 
(in vehicles and facilities not owned or controlled by the reporting company). 
Transportation and distribution services purchased by the reporting company in the 
reporting year, including inbound logistics, outbound logistics (e.g. of sold products), 
and transportation and distribution between a company’s own facilities (in vehicles 
and facilities not owned or controlled by the reporting company).

5. Waste generated 
in operations

Disposal and treatment of waste generated in the reporting company’s operations  
in the reporting year (in facilities not owned or controlled by the reporting company).

6. Business travel Transportation of employees for business-related activities during the reporting 
year (in vehicles not owned or operated by the reporting company).

7. Employee 
commuting

Transportation of employees between their homes and their worksites during  
the reporting year (in vehicles not owned or operated by the reporting company).

Upstream 
Scope 3 
emissions

8. Upstream  
leased assets 

Operation of assets leased by the reporting company (lessee) in the reporting  
year and not included in Scope 1 and Scope 2 – reported by lessee.

Downstream 
Scope 3  
emissions

9. Downstream 
transportation  
and distribution 

Transportation and distribution of products sold by the reporting company in the 
reporting year between the reporting company’s operations and the end consumer 
(if not paid for by the reporting company), including retail and storage (in vehicles 
and facilities not owned or controlled by the reporting company).

10. Processing of  
sold products

Processing of intermediate products sold in the reporting year by downstream 
companies (e.g. manufacturers).

11. Use of  
sold products

End use of goods and services sold by the reporting company in the reporting year.

12. End-of-life 
treatment of  
sold products

Waste disposal and treatment of products sold by the reporting company  
(in the reporting year) at the end of their life. Transportation and distribution 
services purchased by the reporting company in the reporting year, including 
inbound logistics, outbound logistics (e.g. of sold products), and transportation  
and distribution between a company’s own facilities (in vehicles and facilities not 
owned nor controlled by the reporting company).

13. Downstream 
leased assets 

Operation of assets owned by the reporting company (lessor) and leased to  
other entities in the reporting year, not included in Scope 1 and Scope 2 –  
reported by lessor.

14. Franchises Operation of franchises in the reporting year, not included in Scope 1 and  
Scope 2 – reported by franchisor.

15. Investments Operation of investments (including equity and debt investments and  
project finance) in the reporting year, not included in Scope 1 nor Scope 2.

1 GHG Protocol, 2011, Corporate Value Chain (Scope 3) Accounting and Reporting Standard, https://ghgprotocol.org/standards/scope-3-standard
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1.4 Product certifications
 
For CarbonNeutral product certifications,  
the boundary for the product certification  
is dependent on three key factors:

1. The certifying entity’s span and level of  
control over the design, manufacture and  
delivery of the product to their customer;

2. the position of the entity in the supply chain; and,

3. the extent and nature of in-use and end-of- 
life emissions

Span and control
It is important that CarbonNeutral® claims are both 
robust and do not overstate the emissions covered 
by the certification. The client certifying a product 
CarbonNeutral® must include: 

n �All emissions upstream
 

n �Emissions within their control, until the  
point at which their customer takes control  
of (or purchases) the transportation, storage  
or use of the product

If the organisation applying for the CarbonNeutral® 
certification is neither a member of (nor has a 
stake in) the product supply chain, the minimum 
boundary applied must extend to the point at 
which the customer of the manufacturer takes 
control of (or purchases) the transportation, 
storage or use of the product. 

Position in supply chain
Where the CarbonNeutral® product certification 
logo is used on the product itself, the boundary 
of the certification should extend to the point 
of purchase by the end-user or as close as is 
reasonably possible in the following scenarios: 

n �Where the end user is a member of the  
general public

 

n �Where transportation of the product  
includes air freight, long-haul journeys  
or temperature controlled storage

Manufacture -  
Cradle to Customer

Interim Customer A - Cradle to Customer

Interim Customer B - Cradle to Customer

Cradle to Grave

Extraction, processing 
of raw materials and 
packaging Manufacture

Interim 
Customer A

Interim 
Customer B

End-user/ 
customer Use Disposal

Figure 6: Minimum CarbonNeutral® Product Boundaries for Various Organisations Within a Product 
Supply Chain
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In-use and end-of-life
As indicated in Figure 6, the default scope  
for product certifications is cradle to customer.  
This approach provides the greatest flexibility 
in dealing with intermediary customers within 
complex supply-chain architectures.
 
However, emissions from the in-use phase and 
from the end-of-life phase must be included when 
the emissions are both material and unavoidable, 
and are optional in all other instances.

For the purposes of this guidance, these terms  
are defined as:

Material: Greenhouse gas emissions from the in-
use and end-of-life phases together account for a 
significant proportion of cradle-to-grave emissions.

Unavoidable: Certain intrinsic greenhouse gas 
emissions from the in-use and end-of-life phases. 
For example, fossil-derived petrol/gasoline as fuel 
to end customers; or, fossil derived natural gas 
space heaters.

In future versions of The Protocol, we anticipate 
that the scope of product certifications will be 
standardised around cradle-to-grave emissions.

1.5 Treatment of assets rented or leased 
to customers of CarbonNeutral® entities 
In line with Annex G to the GHG Protocol Corporate 
Standard, emissions arising from entity assets 
rented/leased to a third party can be treated as 
either Scope 1 or Scope 3 emissions. The correct 
treatment is dependent on whether the entity is 
taking an “equity share” or “operational control” 
approach to their GHG emissions, as defined  
by the GHG Protocol Corporate Standard.  
Most applications of The CarbonNeutral Protocol 
take an “operational control” approach to entity 
emissions, resulting in emissions from rented 
or leased assets being categorised as Scope 3 
emissions for the entity providing the assets that are 
being rented/leased. Therefore, for consistency, The 
CarbonNeutral Protocol recommends this approach. 

An example of an entity taking an “operational 
control” approach to their GHG emissions would be 
that of a car rental or leasing company. When their 
vehicles are leased to customers, the emissions 
arising from customer use are counted as Scope 3 
by the company. The emissions count as a Scope 1 
emission for the customer of the company,  
as they have operational control of the vehicle  
for the duration of the lease.

Chinese Afforestation Portfolio, China: Carbon finance 
helps restoring more than 30,000 hectares of degraded  
land in the provinces of Qinghai and Xinjiang, supporting  
a drive to create and conserve nature reserves
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Lime’s e-Scooters in Paris are  
CarbonNeutral® Products as Part  
of its Efforts to Manage its Impact

Define: In 2020 Lime wanted to make its 
e-scooters CarbonNeutral products in Paris –  
a city where it has provided more than 22 million 
rides as a clean, safe and affordable alternative  
to cars. This would cover the lifecycle emissions  
of all e-scooters used in Paris in 2020

Measure: This was calculated through a life-cycle 
assessment (LCA) of the environmental footprint  
of the e-scooters by a third-party expert

Target: Carbon neutrality is part of the company’s 
mission to provide electric transport options to 
replace cars. The company also has a target to 
become carbon negative by 2025 and fully net  
zero following a Science-Based Target 

 

Reduce: Verified carbon projects used to  
offset remaining emissions following reductions 
made through sourcing renewable electricity for 
charging the scooters and extensive repair and 
reuse programme to recycle materials used in 
e-scooters at their end-of-life. Emission reduction 
projects include an improved cookstove project in 
Bangladesh, a solar project in Rwanda and a wind 
power project in Turkey

Communicate: CarbonNeutral product certification 
was communicated to the Paris media and riders

The CarbonNeutral Protocol  |  January 2021The CarbonNeutral Protocol  |  January 2021 Case StudyCase Study



1 If the subject is covered by an EPD which meets the requirements specified in Guidance 2.8, it shall fulfil the GHG emission quantification  
requirements for CarbonNeutral® product certification. Refer to Guidance 2.8 for further guidance on EPDs 

2 �GHG Protocol, 2004, Setting Organizational Boundaries, https://pdf.wri.org/ghg_protocol_2004_chp003.pdf 44

2.1 GHG Emission Quantification Requirements
Table 6: GHG Emission Quantification Requirements for Different Classes of Certifications

Step Entities Products not using an EPD1 Activities
1. �Select GHG 

accounting 
protocol 

The GHG Protocol Corporate 
Standard, or ISO 14064-1, or 
the Climate Registry’s General 
Reporting Protocol or similar 
consistent protocols must 
be used. Joint ventures must 
be treated as outlined in the 
GHG Protocol.2

The GHG Protocol Product Standard, PAS 
2050, ISO/TS 14067 ISO 14025 Environmental 
Product Declaration following applicable Product 
Category Rules (PCR), ISO 14040-14044; ISO 
21930 (for building products), EN 15804 or 
methods set out in steps 2-7 below must be 
applied unless the CarbonNeutral certifier 
identifies valid reasons for using other methods. 

The GHG Protocol Product 
Standard, PAS 2050 or methods 
set out in steps 2-7 must be 
applied unless the CarbonNeutral 
certifier identifies valid reasons 
for using other methods.

2. �Define boundary The boundary must  
include all sites, plants  
and vehicles owned by or 
under operational control  
of the certifying entity. 

The boundary must be consistent with the 
definition of the subject. For cradle-to-customer 
subjects, the boundary must extend to the point 
of customer delivery. For cradle-to-grave subjects, 
the boundary must extend to end-of-life disposal. 

The boundary must be consistent 
with the definition of the subject 
and must include the sites and/or 
vehicles involved in the delivery of 
the activity.

3. �Identify emissions 
sources

Assessments must include emissions sources as specified in Tables 2, 3 and 4 – CarbonNeutral® certifications  
and their specific required assessment emissions sources. 

4. �Identify GHGs  
to be measured

All GHGs recognised under the UN Framework Convention on Climate Change, which currently include carbon 
dioxide (CO2), methane (CH4), nitrous oxide (N2O), hydrofluorocarbons, perfluorocarbons, sulphur-hexafluoride (SF6) 
and nitrogen trifluoride (NF3) must be measured in the assessment, insofar as they apply to the subject. 

5. �Establish time 
period

Assessments must at a 
minimum be conducted 
annually and should relate  
to a 12 month data 
period. The final date of an 
assessment data period 
must not be earlier than 
nine months prior to start of 
CarbonNeutral® certification 
period (i.e. data more than 21 
months old is not permitted). 

For standard consumer products, assessments 
should relate to a 12-month data period. 
Assessments must be conducted at a 
minimum of every 60 months. If there is a 
significant change to the product supply chain 
within that 60 months, the footprint must 
be adjusted to reflect that change within 12 
months. The final date of an assessment’s 
12-month data period must not be earlier than 
72 months prior to start of certification period.

For standard consumer activities, 
assessments must at a minimum 
be annual. For one-off or custom 
activities the timescale must  
relate to the production and  
delivery period.

6. �Determine data 
validity 

Primary data must be used in preference to secondary data, where it is readily available, up to date and geographically relevant. 
Estimates, extrapolations, models and industry averages may be used where primary data is unavailable. When this is done, 
these assumptions must be recorded by the party carrying out the assessment. A qualitative and/or quantitative description  
of the uncertainty associated with the client-supplied data should be made. In cases where the quality of client supplied 
data is not known (e.g. in online calculators), the dependency of results on the quality of input data must be made clear. 

7. �Measure GHG 
emissions

The subject’s GHG emissions must either be directly measured or quantified using national, regional, international, 
or other relevant emission factors, with preference given to emission factors most closely associated with the 
emissions source. 

The assessment must be reported in units of CO2e according to the 100 year potential of each gas. Preference should be 
given to the global warming potential (GWP) factors included within the latest assessment report of the Intergovernmental 
Panel on Climate Change (IPCC). In instances where most relevant emission factors available use previous GWP 
factors, it is still acceptable to use these emission factors. GWP factors applied must be clearly stated in the assessment. 

Emission sources that are required to be assessed (see Tables 2, 3 and 4) but are estimated to represent less  
than 2% of the subject’s total GHG emissions and collectively no more than 5% of the subject’s GHG emissions  
must be included and may be calculated and reported using simplified estimation methods. 

8. �Quality assurance All GHG assessments must either be conducted or checked, and in the case of GHG tools and calculators, be approved, 
by an independent, expert third party approved by Natural Capital Partners to ensure they have met the requirements 
in this table. Technical Specification 2.2 details requirements and recommendations for the presentation of GHG 
assessments; and, Guidance 2.3 provides further guidance on quality assurance and verification.
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2.2 GHG emissions assessments
While The CarbonNeutral Protocol does not  
require that GHG emissions data be made  
publicly available, it is vital that the CarbonNeutral 
certifier is able to easily determine compliance.  
To this end, this Technical Specification provides 
requirements and guidance for assessments  
used in support of CarbonNeutral® certification.

Presentation of data
When preparing assessment results for  
a subject for CarbonNeutral® certification,  
the following data must be made available  
to the CarbonNeutral certifier:

n �Full and unambiguous definition of the subject

n �Time period that data collected pertains to

n �Methodology applied

n �Full details of GHG emissions sources  
included within scope of assessment

n �Full list of any GHG emissions sources  
omitted, including reason for omission

n �Full details of all calculations undertaken – 
including source data, emissions factor  
applied, calculated result, any additional  
factors applied (e.g. uplift factors)

n �Full list of emissions factors applied with  
dated, referenced source

n �Full details of estimates, extrapolations,  
models and industry models applied

n �Full results of calculations (including  
without limitation, total emissions per  
unit, organised by subject)

n �Volume of carbon credits or other  
environmental instruments to be  
offset in order for subject to achieve  
CarbonNeutral® certification

n �Percentage of the total GHG Emissions  
inventory that is from primary data  
(the exact percentage is recommended)

n �Provide recommendations to improve the 
accuracy of the calculations or methodology for 
future assessments to align with best practice

Presentation of results for subject  
for CarbonNeutral® certification
Assessment results for a subject for 
CarbonNeutral® certification should  
be clear and unambiguous:

n �GHG emissions sources included within  
the assessment should be categorised by 
“Emissions source category” as defined  
within Tables 2, 3 and 4 

n �Each relevant “Emissions source category” as 
defined within Tables 2, 3 and 4 for the relevant 
certification should be listed and include either:  
 
• �The calculated result (including both location- 

and market-based Scope 2 emissions)
• A zero result 
• �A clear indication of exclusion from the  

subject’s CarbonNeutral® certification

n �The total volume to be offset must be included 
(for Scope 2, the market-based total must be used)

Where multiple subjects are included within a 
single assessment, any “overlap” or potential 
double counting between the subjects must  
be clearly calculated and presented. 

For example, a single assessment may cover the 
GHG footprint of an organisation and the products 
manufactured by the organisation. The emissions 
categories for CarbonNeutral® company and 
CarbonNeutral® product should be listed and 
presented separately. Emissions sources which 
relate to both certifications should be listed,  
with the value of the overlap stated.

45

Uganda Community Reforestation Project, Africa:  
A key focus of the project is to empower women 
through a rotating leadership structure for 
community groups which join the programme

Technical Specification and GuidanceThe CarbonNeutral Protocol  |  January 2021

S
tep

 2: M
easure 

Technical S
p

ecifi
catio

n

CONTENTS 

S
tep

 2: M
easure 

Technical S
p

ecifi
catio

n



46

Technical Specification and GuidanceThe CarbonNeutral Protocol  |  January 2021

CONTENTS 

S
tep

 2: M
easure 

Technical S
p

ecifi
catio

n

Table 7: Illustrative Table of Results for CarbonNeutral® Certification

GHG assessment emissions sources
Required or

recommended
Included in 
assessment

tCO2e 
(in kt)Category Emission source category (Aligned to the GHG Protocol:  

Corporate Value Chain Standard. Numbering aligns to standard)

G
H

G
 P

ro
to

co
l S

ta
nd

ar
ds

: C
or

po
ra

te
 S

co
pe

 - 
1 

an
d 

2,
 V

al
ue
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ha

in
 - 

Sc
op

e 
3

Sc
op

e 
1 Direct emissions arising from owned or controlled stationary 

sources that use fossil fuels and/or emit fugitive emissions
Required 3 100

Direct emissions from owned or controlled mobile sources Required 3 35

Sc
op

e 
2 Location-based emissions from the generation of purchased 

electricity, heat, steam or cooling
Required 3 200

Market-based emissions from the generation of purchased 
electricity, heat, steam or cooling

Required 3 0

Sc
op

e 
3 

– 
 

U
ps

tr
ea

m

1 Purchased goods 1a
Water supplied to subject  
and paper purchased by subject

Recommended 6 –

2 Capital goods 2a Printers, laptops and computers Recommended 6 –

3

Fuel- and energy-
related activities

3a
Upstream emissions of  
purchased electricity and fuels

Recommended 6 –

3b Transmission and distribution losses Required 3 20

3c
All other fuel- and energy-related 
activities

N/A N/A –

4
Upstream 
transportation 
and distribution

4a Outbound courier deliveries of packages Recommended 6 –

4b
Third-party transportation and  
storage of production-related goods

Required 3 100

4c
All other upstream transportation  
and distribution

N/A N/A –

5
Waste generated 
in operations

5a Wastewater Recommended 6 –

5b Other waste Required 3 10

6 Business travel

6a
All transportation by air, public 
transport, rented/leased vehicle and taxi

Required 3 80

6b
Emissions arising from hotel 
accommodation associated  
with business travel

Recommended 3 –

7
Employee 
commuting and 
homeworking

7a
Employee transport between home  
and worksites

Recommended 3 20

7b
Employee homeworking  
(teleworking/remote working)

Required 3 65

Sc
op

e 
3 

– 
 

D
ow

ns
tr

ea
m

9
Downstream 
transportation 
and distribution

9a
Third-party transportation  
and storage of sold products

N/A N/A –

Total for offset (tCO2e) – Location-based Scope 2 630

Total for offset (tCO2e) – Market-based Scope 2 430
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2.3 Quality assurance and verification
 
Purpose of this guidance
The foundation of a CarbonNeutral certification  
is the GHG assessment of the defined subject.  
The CarbonNeutral Protocol places strong emphasis 
on quality assurance to support the integrity of 
CarbonNeutral® certifications. This guidance explains 
how quality assurance is conducted and the roles 
and responsibilities of the CarbonNeutral Certifier; 
the client applying for and using CarbonNeutral 
certifications; and independent third-party consultants.

Quality assurance roles and responsibilities
The CarbonNeutral Certifier’s primary assurance 
responsibility is to ensure that the requirements of 
the Protocol are met for the award of the specified 
certification. The client is responsible for completing 
a Protocol compliant GHG assessment that is the 
foundation of all certifications.

The CarbonNeutral Certifier requires that assessments 
are undertaken or reviewed by a qualified independent 
third-party which has the responsibility for attesting 
that GHG assessments meet the requirements of 
the Protocol and are in line with the approach and 
principles of The CarbonNeutral Protocol. 

To this end, the CarbonNeutral Certifier  
recognises three types of Assessment provider:

1. Approved Assessment Partner: third-party 
assessor which has a formal agreement with 
the CarbonNeutral Certifier to conduct GHG 
assessments in accordance with the requirements 
of the CarbonNeutral Protocol on behalf of 
clients, and whose assessments can be accepted 
as CarbonNeutral Protocol compliant without 
additional calculations check/validation.

2. Recognised Assessment Provider:  
a third-party assessor which has:

- �completed a review and training session with 
the CarbonNeutral Certifier to clarify the 
requirements of the CarbonNeutral Protocol 
and assessor’s role and responsibilities;

- �completed a minimum of two assessments  
that have been validated by an Approved 
Assessment Partner and accepted by the 
CarbonNeutral Certifier; and 

- �received formal notification from the 
CarbonNeutral Certifier confirming its  
status as a Recognised Assessment Provider. 

Assessments conducted by Recognised 
Assessment Providers are accepted  
as CarbonNeutral Protocol compliant  
without additional review. 

GHG assessments conducted by the client directly 
or by a client-appointed third-party assessor require 
a review by an Approved Assessment Partner or 
Recognised Assessment Provider, which will provide 
an attestation that the underlying assessment meets 
the requirements of The CarbonNeutral Protocol.

Approved assessment partners and 
recognised assessment providers
The appointment of Approved and Recognised 
Assessment Partners is conditional on evidence  
of the following competencies and experience 
specific to the type of assignment (assessment  
or assessment review) and type of certification 
(entity; product or activity):

- �Practitioners qualified and experienced in GHG, 
Life Cycle Assessments and / or EPDs having 
performed at least three assessments following 
one or more of the referenced product standards;

- �Experienced reviewers having performed at least 
three GHG assessments, LCA or EPD critical reviews 
following one or more of the referenced standards;

The Approved Assessment Partners and 
Recognised Assessment Providers are reviewed 
periodically to ensure that qualifications are 
maintained, and that Partners/Providers maintain 
satisfactory performance.

Verification, quality control and  
quality assurance requirements 
Verification is an independent evaluation 
conducted by an expert third party to the 
requirements of an recognised verification 
standard (such as ISO 14064:3 or ISAE 3410)  
to confirm that the quality of input data,  
a GHG assessment, or that the use of a 
CarbonNeutral® certification logo, meets  
the requirements of CarbonNeutral®  
certification and is in line with the approach  
and principles of The CarbonNeutral Protocol.

Technical Specification and GuidanceThe CarbonNeutral Protocol  |  January 2021

CONTENTS 

S
tep

 2: M
easure 

G
uid

ance



48

Verification of input data, calculations and 
CarbonNeutral communications is at the discretion 
of the client. The CarbonNeutral Certifier may 
request third-party review or verification of all or  
any of these aspects should its quality assurance 
review surface concerns about whether these  
are correct, complete and accurate. 

Clients should consider third-party review  
of the management systems supporting 
certifications and third-party verification of  
the data, calculations, carbon credit retirements, 
carbon neutrality and communication of 
CarbonNeutral® certifications when:

1. The subject’s GHG emissions are material  
or in excess of 100,000 tCO2e/yr

 

2. Certifications are publicly reported or 
presented to audiences which may use 
CarbonNeutral® certifications to make 
commercially material decisions

3. Certifications are used in support of  
mandatory reporting requirements or  
submissions to regulatory authorities

The additional costs of verification should be 
weighed against the value derived from third-
party review. The value of third-party review 
comes from increased rigour and integrity, and 
from the identification of management system 
improvements which increase cost-effectiveness 
and improve management of climate risks.

Routes to increased rigour and integrity of 
certifications include, but are not limited to:

1 Green Gas Certification Scheme. Available at: https://www.greengas.org.uk/

Table 8: Quality assurance and verification requirements for the five steps  
to achieving CarbonNeutral® certification

Protocol step Quality assurance requirements Verification requirements
1. �Define the subject The definition of the subject and the certification must 

be recorded by the CarbonNeutral certifier and the 
information retained for the purposes of auditing.

Third-party verification is at the discretion of 
the client.

2. �Measure subject’s 
emissions

All GHG assessments must either be conducted 
or checked, and in the case of GHG tools and 
calculators, be approved by an independent,  
expert third-party approved by Natural Capital 
Partners to ensure they have met the requirements 
for GHG emission assessments as stipulated in 
Technical Specification 2.2

Third-party verification of input data and GHG 
emission calculations is at the discretion of the 
client. The CarbonNeutral certifier can request 
third-party verification of the input data should 
the quality assurance review surface concerns 
about whether the data is correct, complete 
and accurate. 

3. Set target The client must commit to an overall target of 
carbon neutral GHG emissions for the subject 
during the certification period.

Not applicable.

4. Reduce emissions The subject’s net GHG emissions must be  
zero for the duration defined within the 
CarbonNeutral® certification. 

The quality of carbon credits accepted by  
The CarbonNeutral Protocol is always verified 
against the requirements of the third-party 
standards under which they are established.

The CarbonNeutral certifier is subject to 
an annual third-party verification to assure 
the carbon neutral status of CarbonNeutral 
certifications under the Protocol1. 

5. �Communicate Use of the CarbonNeutral® certification must 
conform to Natural Capital Partners’ CarbonNeutral® 
certification logo guidelines. All communications 
relating to a client’s CarbonNeutral® certification 
must be factually based, and consistent with the 
CarbonNeutral® certification achieved.

Third-party verification of the correct 
application of the CarbonNeutral® certification 
logo and communications is at the discretion 
of the client. It can be requested by the 
CarbonNeutral certifier should there be 
evidence of incorrect application of the logo.

1 �As a member of ICROA, Natural Capital Partners is subject to an annual third-party audit against the requirements of the ICROA Code of Best Practice: 
https://www.icroa.org/The-ICROA-Code-of-Best-Practice
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1. Maintaining on file the data, assumptions, 
models and supporting calculations to a recognised 
standard such as ISO 14064-1 or the GHG Protocol

2. Ensuring that staff and management involved in 
the CarbonNeutral® certification have the requisite 
qualifications, competencies and experience

3. Subjecting the accuracy of the input data, 
assessments, and carbon neutral claims to third-
party verification against a recognised verification 
standard such as ISO 14064 or ISA E3410

4. Independent confirmation of the accuracy of  
the CarbonNeutral® communications and claims

The quality assurance and verification requirements 
across the 5 steps to certification are summarised 
in Table 8.

2.4 Energy use (gas and electricity)

2.4.1 Treatment of renewable  
electricity in Scope 2 emissions 
This guidance details how the carbon attributes  
of renewable energy in the form of energy  
attribute certificates (EACs) are accounted  
for in Scope 2 of the GHG inventories that  
underpin CarbonNeutral® certifications. 

A number of countries have adopted policies requiring 
or encouraging electricity suppliers to offer renewable 
electricity to consumers. This may be done through 
a range of different electricity products such as tariff-
based programmes and power purchase agreements. 
All credible renewable electricity products involve 
the cancellation of EACs such as Renewable Energy 
Certificates (RECs), International Renewable Energy 
Certificates (I-RECs) or Guarantees of Origin (GOs)  
in order to support the renewable electricity claim. 

Prior to 2015, detailed guidance on how to report 
the carbon attributes of renewable electricity was 
absent from the GHG inventory standards accepted 
under The CarbonNeutral Protocol. However, in 
2015, the WRI, author of the widely used GHG 
Protocol Corporate Standard, published its “Scope 
2 Guidance” as an amendment to the GHG Protocol 
to clarify the accounting treatment of low-carbon 
grid-delivered energy in Scope 2 GHG inventories. 
The amendment, published after four years of 
development and industry consultation, provides 
guidance for how corporations should measure 
emissions from electricity and energy purchases, 
including renewable energy, and covers:

n �Requirements: Accounting and reporting  
requirements which entities must meet to  
be in conformance with the GHG Protocol 
Corporate Standard

n �Quality Criteria: A list of Scope 2 quality criteria 
that all electricity purchasing instruments, termed 
“contractual instruments,” need to meet in order  
to be used in market-based method accounting

n �Recommendations: Additional features entities 
are recommended to disclose include their 
electricity purchases, as well as other metrics 
such as total electricity, steam, heating, and 
cooling consumed and what percentage of 
a corporates’ operations have market-based 
method data available

From the date of publication of the GHG Protocol 
Scope 2 amendment, entities using the GHG Corporate 
Protocol to meet the GHG inventory requirements 
of The CarbonNeutral Protocol are required to meet 
its Scope 2 Guidance, as officially amended from 
time to time by the WRI. It is important to note that 
EACs address the Scope 2 component of electricity 
emissions. Transmissions and distribution (T&D) losses 
from the electricity grid, the Scope 3 component  
of Scope 2 emissions, are not addressed by EACs 
and need to be mitigated using carbon credits.

Entities using any other GHG inventory standard 
recognised under The CarbonNeutral Protocol are 
subject to The CarbonNeutral Protocol’s original 
requirements that:

1. Zero emissions may only be claimed when 
double-counting is avoided. Evidence should be 
available to establish either that the renewable 
electricity is not supplied to the national grid  
in the country concerned; or, that the benefit of the 
renewable energy is not included within national 
average grid factors or any other reporting factors

2. Emissions from energy supplied as “green,” 
“clean,” or “low carbon” can be treated as zero 
where the energy consumed has been fully  
offset by the supplier or a third party using 
carbon credits that meet the requirements  
of The CarbonNeutral Protocol

For more information see: RECS International, 
2020, Maximising the reliability and impact of buying 
renewables: guidance for market participants, https://recs.
org/app/uploads/documents/Maximising-reliability-
and-impact-guidance_FINAL.pdf&file_type=documents
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Table 9: Illustrative - Market-Based Scope 2 Reporting Declaration in Support of CarbonNeutral® Certification

To ensure that our assessment partners are fully informed regarding EAC purchases, and for purchases to be accurately 
integrated into assessment reports, this declaration is a requirement for CarbonNeutral® certifications involving a market-
based Scope 2 claim. Add a column to the table for each contractual instrument claim, for example each renewable electricity 
contract, REC or GO purchase would require a separate row of information disclosure.

Reporting  
Requirements

GHG Protocol 
Scope 2 Guidance 

Disclosure 
Requirement:

CarbonNeutral 
Protocol 

Requirement:

Consumption country  
or countries covered by  

contractual instrument claim

(Illustrative) 

United States
(Illustrative) 
France

Consumption covered  
by contractual  
instruments (MWh)

Recommended Required 10,000 500

Contractual instrument  
emission factor (gCO2/MWh)

N/A Required 0.000 0.000

Category of  
contractual instrument

Required Required
Energy attribute 

certificates
Electricity contracts

Type of contractual  
instruments

Required Required
Renewable Energy 
Certificates (RECs)

Electricity  
Contracts that 

convey attributes 
without certificates

Supplier N/A Required Renewables Team EDF

Disclosure of the type  
of supporting evidence

N/A Required Attestation record
Evidence limited to 

tariff description

Contractual instrument 
disclosures (e.g.  
location, technology, 
commissioning year)

N/A Required
Texan wind, 

commissioning  
year not known

Not known

Meets all the relevant Scope 
2 Quality Criteria for the 
contractual instrument

Required Required Yes Yes

To ensure unique claims,  
has an adjusted residual  
mix factor been estimated  
to reflect the contractual  
claims disclosed here?

Required Required

Residual mix is not 
available which may  

result in double 
counting between 

electricity consumers

Residual mix is not 
available which may  

result in double 
counting between 

electricity consumers

Did contractual instruments 
substantively contribute to 
implementation of  
new low carbon projects?

Recommended Required No No

I warrant that all the information provided here is up to date and accurate and that the primary CarbonNeutral certifier can rely 
on this information as a true and fair summary.

Signature:                                                                              Name:                                                                Date:
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2.4.2 Market-based Scope 2  
reporting declaration to support 
CarbonNeutral® certification
This guidance details the disclosure requirements 
for businesses seeking to make a market-based 
Scope 2 reporting declaration in support of 
CarbonNeutral® certification. The disclosure only 
needs to be made when the party supplying 
the contractual instrument is not the primary 
CarbonNeutral certifier. For example, when an 
entity sources renewable electricity directly from 
an electric utility to support a Scope 2 reporting 
claim, it should provide details of the contractual 
instrument within the disclosure table (Table 9). 
The disclosure table will be provided by the certifier 
upon request.

A column should be added to the table to account 
for each contractual instrument claim made within 
a corporate GHG inventory. Often this will involve 
engaging the contractual instrument supplier to 
determine the appropriate form of evidence that 
can be supplied to substantiate a market-based 
claim. The disclosure table should be completed 
at the time of preparing the GHG inventory and 
should be signed by a company representative to 
warrant that the information provided is up to date, 
accurate and that the CarbonNeutral certifier can 
rely on the information.

When an entity’s location is neither consuming 
renewable energy nor applying EACs to reduce 
their Scope 2 emissions, and a published residual 
mix emissions factor is available, then the residual 
emissions factor(s) must be applied resulting in a 
market-based total for Scope 2 emissions. 

2.4.3 Energy Attribute Certificate (EAC) 
Application Protocol for third-party 
assessment partners
To ensure assessment partners are fully informed 
regarding EAC purchases, and so they can be 
accurately integrated into assessment reports, 
entities should follow the agreed upon EAC 
Application Protocol.

2.4.4 How to report GHG emissions  
from green gas certificates
Green gas certificates are relatively new products 
that are being adopted at scale by businesses  
to manage their Scope 1 GHG emissions. 

The widespread adoption of green gas certificates 
has been facilitated by CDP’s 2017 guidance, which 
encourages companies to extend the market-based 
reporting approach from renewable electricity to 
renewable gas. 

Green gas, known also as biogas, refers to calorific gas  
produced by the breakdown of organic matter, through 
anaerobic digestion or fermentation. Feed stocks include  
biodegradable materials such as manure, sewage, 
municipal water, green waste and plant material.  
Biogas is primarily methane and carbon dioxide 
and may have small amounts of hydrogen sulphide, 
siloxanes and moisture, which make it corrosive.

Before biogas can be introduced to a gas grid it 
needs to be upgraded to pipeline quality natural gas 
standards. The upgrading process consists of drying 
the gas and removing hydrogen sulphide and carbon 
dioxide. This upgraded gas becomes biomethane. 

The costs for upgrading biogas to biomethane 
and the requirement for agreements to inject 
biomethane into gas grids, makes on site biogas 
plants more common than biomethane plants that 
inject gas into gas grids. Biomethane can be used 
for any purpose currently satisfied by conventional 
natural gas including heat generation, cogeneration 
heat/power and natural gas vehicles. 

Injecting biomethane into the natural gas grid allows 
the use of renewable gas in areas located away from 
where the biomethane is generated. Each unit of 
green gas injected into the gas grid displaces the 
need for a unit of conventional natural gas, therefore 
certificates and contracts are the only practical means 
of tracking the green gas from production to end use.  
 
Projects such as the Green Gas Certification Scheme1 
aim to provide a certified means of tracking gas 
injected into the gas grid through to end user 
consumption claims. This scheme is similar to many 
renewable electricity tracking schemes such as I-REC 
(International REC standard) and EECS-GO (European 
Energy Certificate System – Guarantee of Origin).

While the focus of the GHG Protocol Scope 2 
Guidance is on electricity, the guidance does  
anticipate the application of the market-based 
reporting approach for green gas products. Appendix 
A to the GHG Protocol Scope 2 Guidance states: 

If a company has a contractual instrument specifying its 
gas supply as “biogas” or “biogenic,” the company should 
report using the market-based method and refer to the 
Scope 2 Quality Criteria to evaluate whether its gas use 
should be reported as Scope 1 natural gas using a standard 
emission factor, or as biogenic CO2 emissions reported 
separately from the Scopes. This evaluation requires some 
interpretation since the Scope 2 Quality Criteria are specific 
to electricity and their guidance must be translated for 
use with gas. For instance, criterion 1 in relation to GHG 
emission rate claims should be also interpreted to include 
the emission rate specific to the biogenic fuel origin.
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Section 6.12 of the GHG Protocol Scope 2  
Guidance provides the following guidance  
on the treatment of biofuel emissions: 

Based on the Corporate Standard, any CH4  
(methane) or N2O (nitrous oxide) emissions from 
biogenic energy sources use shall be reported in  
Scope 1, while the CO2 portion of the biofuel combustion 
shall be reported outside the scopes. In practice,  
this means that any market-based method data that 
includes biofuels should report the CO2 portion of  
the biofuel combustion separately from the scopes.

The application of this guidance to the use of 
biomethane delivered through the gas grid has  
the following impacts on a company’s GHG report:

n �Scope 1 CO2 emissions can be reported as zero 
for biomethane consumption, i.e. for each MWh 
matched to a green gas certificate. This biogenic 
CO2 represents the carbon sequestered during 
the growth of the biomass

n �Biogenic CO2 emissions must be reported 
outside of Scopes 1, 2 or 3, as an addendum  
to the company’s GHG inventory

n �To fully account for a site’s GHG impact, fugitive  
CH4 and N2O emissions from biomethane 
combustion must be reported under Scope 1.  
Unlike CO2, these fugitive emissions are not captured 
during the growth of the biomass and therefore 
need to be reported as a Scope 1 emission

The CDP’s 2017 reporting guidance builds on this 
direction from the GHG Protocol and recommends that 
a company report their gas/certified biogas as follows: 

n �Fossil gas and non-certified biogas need to  
be accounted for and reported as Scope 1.  
The formula is the usual Activity data multiplied 
by Emissions factor, where the factor is  
emissions at the point of generation;

n �Certified biogas will be reported under  
question CC8.9a; and

n �In question CC11.3 companies shall report  
total MWh of energy, including certified biogas

n �Therefore, the use of certified biogas will be 
considered to be equivalent to “zero” Scope 1 
emissions for the purpose of reporting to CDP 

In allowing “zero” Scope 1 emissions, CDP is 
ignoring the GHG Protocol’s recommendation to 
account for fugitive emissions from biomethane 
combustion as Scope 1. This is a pragmatic 
approach that reflects the minimal amount of 
fugitive emissions as they represent less than  
half of one percent of the biogenic emissions.  
The CDP guidance goes on to recommend: 

n �Green gas certificates need to be a legitimate and 
legally enforceable means of transacting property 
rights and claims to biogenic or renewable fuel 
attributes of gas production in a specific market

n �The use of gas certificates is limited to users on the 
same pipeline network who can physically receive 
gas from biomethane gas plants on that network

For the purposes of CarbonNeutral certification, 
the minimal fugitive CH4 and N2O emissions from 
biomethane combustion must be reported under 
Scope 1. Table 10b illustrates how this would play 
out for a site in London, using the UK relevant 2017 
factors published by BEIS2. For biomethane, these 
factors combine the CH4 and N2O emissions into 
a single factor, which is marginally higher than the 
fugitive CH4 and N2O emissions associated with 
natural gas combustion.
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Table 10a: Reporting 10,000 MWh of Natural Gas Consumption

Market based corporate  
GHG Inventory (tCO2e)

CO2
Carbon 
Dioxide

CH4
Methane

N20
Nitrous 
Oxide

Total CO2e
Carbon Dioxide 

Equivalent

Scope 1 Emissions

Natural gas consumption – 10,000 MWh 1,838.08 2.59 0.96 1,841.64

https://www.greengas.org.uk/
https://www.gov.uk/government/publications/greenhouse-gas-reporting-conversion-factors-2018
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Table 10b: Reporting 10,000 MWh of Biomethane Consumption Evidenced by  
Green Gas Certificates

Market based corporate  
GHG Inventory (tCO2e)

Biogenic 
CO2

Carbon 
Dioxide

CH4
Methane

N20
Nitrous 
Oxide

Total CO2e
Carbon Dioxide 

Equivalent

Scope 1 Emissions

Biomethane consumption* – 10,000 MWh 0.00 3.95 3.95

Biogenic Emissions

Biomethane consumption* – 10,000 MWh 1,990.08 0.00 0.00 1,990.08

*�The GHG Protocol requires fugitive CH4 (methane) and N2O (nitrous oxide) emissions from biomethane combustion to be reported under Scope 1 
as these fugitive emissions were not captured during the growth of the biomass. The biogenic CO2 emissions that were captured during the growth 
phase of the biomass have been reported separately to Scopes 1, 2 or 3.

1 �Natural Capital Partners, 2021, Guidance to Natural Capital Partners on the Treatment of Offsetting for Air Travel in  
The CarbonNeutral Protocol, www.carbonneutral.com/aviation-guidance-in-full

2.5 Aviation

2.5.1 Calculating the climate  
impact of aviation
The purpose of this guidance is to set out how 
the CarbonNeutral Protocol accounts for the 
global warming impact of aviation, and to clarify 
the accounting treatment to be applied to the 
emerging use of Sustainable Aviation Fuels (SAFs).

How the CarbonNeutral Protocol 
addresses climate impacts from aviation
The CarbonNeutral Protocol recognises the 
strengthening scientific consensus that high 
altitude climate impacts from aviation are greater 
than the impact of recognised GHG emissions 
alone. It deploys an Aviation Impact Factor (AIF)  
as a multiplier applied to the GHG emissions  
from aviation in order to take account of the  
wider impacts of aviation on climate. This includes 
but is not limited to short and long-term impacts 
from GHGs alone and others with global warming 
influence (including for example, soot particles and 
aviation induced clouds); and, direct and indirect 
impacts (for example, the interaction of NOx with 
methane gases and ozone at high altitudes).

Guidance on calculating the global 
warming impacts emissions from aviation 
Table 11 below sets out an historic record  
and forward schedule of rising AIF values to be 
applied to aviation from the period 2021 to 2030.  
This is based on independent guidance1 provided 
by John Murlis, scientific advisor and Advisory 
Council member to The CarbonNeutral Protocol, 
and reflects the strengthening scientific evidence 
that the climatic impact of aviation needs  
to consider secondary impacts of aircraft on 

global warming. The Murlis guidance developed 
in December 2020 concludes that the case for 
applying an AIF (Aviation Impact Factor) to the 
carbon emissions to account for secondary effects 
is now strong enough to revise the approach in the 
Protocol. It proposes an AIF of 3 as an emerging 
best estimate and recommends that this should  
be considered as a target value.

In response to the revised Guidance, clients should 
consider the evidence for secondary aviation 
impact, following which they may elect to adopt a 
value higher than the default AIF. Additionally, the 
default value will be increased from the starting 
value of 1.0 in 2020 to 3.0 over the 10 years to 
2030 in equal annual increments of 0.2 to allow 
progressive adaptation to the higher value. This will 
ensure that by 2030 all clients must apply an AIF of 
3 to reflect the direct engine emissions of carbon, 
the climate forcing impacts of non-carbon engine 
emissions and other secondary impacts due to 
flight operation (for example, contrail formation).

Interpreting guidance on impacts  
on climate from aviation into  
The CarbonNeutral Protocol
Natural Capital Partners first reviewed the science 
underpinning the impact on climate from aviation in 
2009, when it commissioned Professor John Murlis 
to provide guidance on the issue. The 2009 review 
highlighted that complex atmospheric chemistry 
associated with high altitude emissions of GHGs, 
other gases and effects, such as short- lived contrails 
and cloud formation, supported the view that the 
impact of aviation on climate may be greater than 
from recognised GHGs. To take account of these 
additional warming impacts, it was recommended 
that The CarbonNeutral Protocol introduced an 
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Table 11: The Evolution of Recommended and Mandated AIF Factors as Applied to CarbonNeutral Certifications

Year Aviation Impact Factor (AIF) Explanation

2002 - 2013 1
Throughout this period, no consideration was given  
to non-GHG impacts from aviation.

2014 - 2019
1.0 as default. 2.0 advised,  
at client’s discretion.

During this period, the default AIF was 1, and clients  
were invited to consider a precautionary factor greater  
than 1, with 2 a recommended value to more fully reflect 
non-GHG contributions to global warming.

2020 - 2030

2020 1.0 Default of 1.0 in 2020  
rising incrementally by  
0.2 per year from 2021 to 
2.0 in 2025 and 3.0 in 2030.  
 
Option to exceed the default 
is at client’s discretion.

During this period, the default AIF will rise incrementally by 
0.2 per year starting in 2021 through 2030 to reach 3.0 in 
2030. Clients may opt for a factor greater than the default 
throughout this period, with 3.0 a recommended value to 
more fully reflect non-GHG contributions to global warming.

2021 1.2

2022 1.4

2023 1.6

2024 1.8

2025 2.0

2026 2.2

2027 2.4

2028 2.6

2029 2.8

2030 3.0

1 �Natural Capital Partners, 2021, Guidance to Natural Capital Partners on the Treatment of Offsetting for Air Travel in  
The CarbonNeutral Protocol, www.carbonneutral.com/aviation-guidance-in-full

“Aviation Impact Factor” (AIF) as a multiplier of the 
direct carbon emission impacts.” However, the 
science was not well enough understood to provide 
clear guidance as to how such additional effects 
should be calculated. Therefore, The CarbonNeutral 
Protocol calculated carbon footprints for aviation 
directly from aviation GHG emissions. Clients were 
free to apply an AIF of greater than one.

In 2014, John Murlis updated the 2009 guidance. 
The updated guidance recognised strengthening 
scientific evidence indicating that the full impact 
of aviation on climate may be greater, by a 
factor of two, than from recognised GHGs alone. 
However, the scientific understanding of the higher 
factor was still poor to fair, and the evidence for 
quantifying the effect of contrails, which are a large 
part of the added impact, was particularly poor. 
Therefore, for the purposes of CarbonNeutral 
certifications, The CarbonNeutral Protocol required 
that clients specify whether or not they elected to 
apply an AIF of 2 (or any other factor >1) based 
upon their review of the evidence.

In 2019, John Murlis updated the 2014 guidance, 
concluding that: “It is now recommended, taking a 
precautionary view in response to the strengthened 
evidence and the urgent need to reduce impacts of 
all kinds of economic activity on the climate system, 
particularly those showing high growth, that the 
AIF multiplier of 2 should be considered as a target 

multiplier, to be adopted over a period to 2025.  
Clients should be encouraged to continue to take regard 
of the evidence and to elect to apply higher multipliers 
in the longer term if in their view the evidence 
warranted it. The current evidence suggests this would 
extend to a multiplier of approximately 2.5 to take 
account of the best estimate of total impact, including 
currently highly uncertain impacts on cloud processes.”

In 2021, John Murlis updated the 2019 guidance, 
concluding that: “The new assessment suggests that, 
mainly following the re-evaluation of contrail-induced 
cirrus, non CO2 warming should now be considered as 
a more significant factor in overall estimates of aviation 
impact on the climate system, approximately twice 
the value of the CO2 term. This would imply that the 
overall impact of flight is equivalent to approximately 3 
times the CO2 emission. Although this is not accepted 
as current practice, it may become so in future….”.1

The CarbonNeutral Protocol does not immediately 
mandate an AIF of 3 for three main reasons:

1. The scientific evidence, although strengthening, 
is still associated with some uncertainty in its ability 
to take accurate account of the wider impacts of 
aviation on climate. Although knowledge of the 
processes at play is strengthening, the scale of 
impacts remains in some important cases, subject 
to wide confidence limits. This is particularly the 
case for impacts of contrail induced cirrus clouds. 
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2. There is no publicly accessible record of climate 
regulations or compliance regimes applying an  
AIF greater than one for emissions from aviation. 
The EU’s Emission Trading Scheme for aviation 
considers only emissions of carbon dioxide.  
DEFRA, the UK Government ministry responsible for 
environment, has provided internationally recognised 
guidance in support of a multiplier factor of 1.9.  
This factor is not actively applied within UK regulatory 
programmes, nor to any voluntary action on climate 
mitigation by the UK Government and its ministries. 
The aviation sector’s plans for a global carbon offset 
scheme to ensure carbon neutral growth from 2027 
– the Carbon Offsetting and Reduction Scheme for 
International Aviation (CORSIA) – also considers only 
carbon dioxide emissions.

3. The CarbonNeutral Protocol’s provision that 
clients may elect to apply an AIF greater than 
the default in Table 11 recognises the voluntary 
nature of the CarbonNeutral certification, while 
also encouraging clients to take account of the 
strengthening case for different accounting for 
aviation emissions in their carbon management 
strategies and plans.

Natural Capital Partners continues to keep this 
issue under review. Specifically, the plans by the 
International Standards Organisation (ISO) to 
develop internationally applicable guidance on 
“Radiative Forcing Management— Guidance for  
the quantification and reporting of radiative forcing- 
based climate footprints and mitigation efforts”.

The Murlis 2021 updated guidance in full is available at 
www.carbonneutral.com/aviation-guidance-in-full.

Accounting for the use of Sustainable 
Aviation Fuels
The guidance above is based on the use of the 
conventional liquid hydrocarbon fuels (LHF) 
available widely for aviation. However, the aviation 
industry, in partnership with ICAO, the International 
Civil Aviation Organisation, has now, in the light of 
the UNFCCC Paris Agreement temperature goals 
of 2⁰C and 1.5⁰C, adopted a set of goals to reduce 
aviation’s climate impact. 

The measures required to reach these goals 
include operational changes to achieve more 
fuel-efficient routing of flights, more fuel-efficient 
aerodynamic aircraft design and changes to  
the aviation fuels in use. Of these, it is expected 
that changes to aircraft fuel will produce the 
greatest contribution to the reduction targets,  
with the progressive reduction of the proportion  
of conventional LHF in use through the introduction 
of Sustainable Aviation Fuels (SAF). 

SAFs come in many forms, including hydrocarbons 
produced from renewable or waste feedstocks and 
a range of alternative fuels including hydrogen or 
electricity. Although both hydrogen and electricity 
are seen as potentially important fuels for the future, 
considerable further development is required to 
engines and airframes before they can be widely 
used. For the short term, SAFs are expected to 
be in the form of blends of conventional LHF and 
chemically equivalent fuels processed from waste 
oils, agricultural wastes and biomass feedstocks that 
can immediately replace LHF.

In use, SAF displaces conventional LHF,  
replacing the fossil carbon with renewable carbon 
so that the direct impacts of flight are reduced 
proportionally to the amount of SAF in the blend. 
However, the secondary effects of aircraft flight, 
including impacts of non-CO2 engine emissions 
and of flight itself (contrails and induced cirrus) are 
currently recognised as of a similar order to the 
direct impacts and emerging evidence suggests 
that future assessment may put them of an  
order twice the direct impacts of total engine CO2 
emissions. This dilutes the direct benefits of SAF  
by factor of approximately 2 now but possibly  
more in future. There are, then, direct scope 1 
gains from the use of SAF, but, at current  
blending levels they are relatively modest. 

While the development and deployment of SAFs  
is currently limited, its use in commercial flights  
is growing and expected to increase over time.  
Clients able to access SAF fuelled flights can account 
for their impact under the guidance provided  
in Guidance 2.7, subject to availability of  
reliable use data and appropriately adjusted AIFs. 

Clients pursuing increased deployment of SAFs to 
reduce emissions from their air travel should make 
themselves aware of the wider sustainability issues 
associated with the production of SAFs (see Murlis 
2021 guidance – www.carbonneutral.com/aviation-
guidance-in-full) and seek assurances about the 
adequacy of environmental safeguards applied to 
the production of SAF feedstocks.

2.5.2 Determining aviation  
emissions from flight distances
Where exact fuel consumption data is not available 
for GHG emission calculations, passenger kilometres 
travelled should be used as a basis for calculation 
instead. Depending on flight distances, different 
emissions factors are applicable and are often 
classified as domestic, short haul, medium haul  
or long haul. Due to the extreme variability in 
country sizes, the use of “domestic” classification 
can be counter-productive when applied to flights 
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within a particular country, using emissions factors 
provided for use within a different country.  
This applies particularly when using DEFRA emission 
factors for air passenger transport conversion 
figures in countries other than the United Kingdom.

Therefore, for the purposes of consistency,  
the following classifications should apply:

n �Short haul: Flight distance of less than 785km 
(DEFRA emission factors for “domestic” should  
be applied)

n �Medium haul: Flight distance between 785km 
and 3,699km inclusive (DEFRA emission factors  
for “short-haul international” should be applied)

n �Long haul: Flight distances of 3,700km or greater 
(DEFRA emissions for “long-haul” should apply)

For clarity, these distance classifications should 
be applied when calculating emissions arising 
from passenger flights (passenger km) and/or air 
freight transportation (tonne km). These distance 
categories must be applied internationally, in the 
absence of robust, country-specific factors.

2.6 Materials consumption and waste

2.6.1 Treatment of recycled waste – 
substitution within GHG assessments
An organisational - or entity level - GHG assessment 
is typically an inventory of actual emissions and 
removals from the atmosphere. The leading guidance 
for organisational footprinting, the GHG Protocol 
Corporate Standard, advocates such an approach, 
known as attributional analysis. 

The emission factors used for organisational - or entity 
- GHG assessments should relate to actual physical 
emissions or actual physical removals. However, some 
emission factors include a “crediting” effect for avoided 
emissions, and are therefore inconsistent with the 
principle of only counting actual physical emissions 
and actual physical removals.

Certain national GHG reporting guidelines (e.g. the  
U.S. Waste Reduction Model), include a substitution  
effect in the emission factors for recycled waste.  
The factors include a credit for the avoidance of 
embodied emissions that would have occurred  
had the waste not been recycled - i.e. they  
provide credit for emissions that do not happen. 

This approach leads to negative emission factors 
for certain recycled waste streams. The result 
of including such factors within an entity-level 
inventory is that the calculated emissions are 
no longer a true assessment of actual physical 
emissions and actual physical removals.

GHG emissions associated with recycled waste 
should be quantified using national, regional, 
international, or other relevant emission factors, 
with preference given to national emission factors 
when they are available. If national emission factors 
are not available for recycled waste, the next most 
relevant source of factors must be used. 

If the most geographically relevant emission 
factors take a substitutional approach within 
their waste stream methodologies, then recycled 
waste streams can be assumed to produce zero 
emissions for accounting purposes. “Zero rating” 
recycled waste is considered appropriate, as an 
organisation is rewarded with a lower footprint for 
sending less waste to landfill, whilst maintaining the 
attributional integrity of their GHG assessment. 

2.6.2 Water consumption and waste 
water treatment 
The 2013 revision of the Protocol introduced the 
inclusion of water consumption and waste water 
treatment as recommended emission sources for entity 
level CarbonNeutral® certifications. While the carbon 
footprint of water consumption and waste water 
treatment will be a relatively small emission source 
for most organisations (the water industry typically 
contributes around 1% of GHG emissions in developed 
economies), the water industry and its customers have 
an important part to play in reducing GHG emissions. 

For corporates, water should not simply feature within 
a carbon management plan. Water warrants its own 
water management plan. A mature plan considers 
water volume in the context of both water stress 
and water quality to understand the full impact of 
corporate water use at the water basin level. 

Including water as a recommended emission source 
in CarbonNeutral® certifications will encourage users 
of The Protocol to collect volume data and evaluate 
water use within their carbon management plan.  
In creating this awareness and disclosure we hope it  
will encourage corporates to explore more sophisticated  
water management plans and consider water use in 
the context of water stress and water quality.
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2.7 Carbon neutral products/services 
within a corporate GHG inventory
Businesses are increasingly considering the 
environmental performance of suppliers as part of 
their procurement process. If a business has selected a 
supplier because they provide a carbon neutral service, 
this guidance sets out best practice with regards to 
reporting the GHG emissions from the service within 
the business’ annual GHG inventory. Services that 
are frequently supplied as carbon neutral services 
include taxis, flights, logistics services, electricity or 
gas supply. This approach would apply equally to the 
GHG inventory of a product where components of  
the product are sourced as carbon neutral products.  
Given carbon neutral services are more widely available 
in the market, this guidance focuses on services in 
the context of an annual corporate GHG inventory. 

This guidance aligns with the GHG Protocol’s 
Scope 3 Standard1 and UK DEFRA’s Environmental 
Reporting Guidelines2. This guidance recommends 
the following steps: 

1. Request suppliers provide a breakdown of 
the GHG emissions associated with the services 
consumed: the total gross carbon footprint for  
a specific time period (e.g. financial year) plus  
an intensity measure relevant to how the service 
is consumed. For example, if document storage  
is outsourced to a cloud-based service, request 
the figure for CO2e emitted per gigabyte per year.  
The carbon intensity metric is useful for 
forecasting how GHG emissions will vary  
based on the level of consumption

2. Confirm if the service purchased is carbon 
neutral. To deliver a carbon neutral service the 
provider will need to offset (retire) a volume 
of carbon credits equivalent to the emissions 
created by the provision of the service.  

For example, if the gross footprint of the service 
equals 10 tCO2e, then 10 tCO2e of carbon credits 
need to be purchased and retired, and once 
retired the net footprint equals 0 tCO2e, i.e.  
the service is carbon neutral. To ensure the 
service provider is using high quality carbon 
credits which guarantee emissions reductions 
from credible project types, you should request 
that they work with a carbon credit supplier  
that complies with the requirements set out  
in Technical Guidance 4.1.1. If a supplier is not 
using credits in compliance with the ICROA Code, 
then those credits cannot be included in support 
of a CarbonNeutral® certification

3. When preparing a corporate GHG inventory, 
categorise the carbon neutral service according 
to requirements of the GHG Protocol standards. 
To maintain the integrity of the GHG inventory, 
total GHG emissions should be reported, before 
reporting a lower figure for net emissions that 
has been reduced by the retirement of carbon 
credits by the product or service provider

Table 12 illustrates how this guidance can be 
applied to a corporate GHG inventory in order to 
transparently account for the GHG emissions of 
carbon neutral services consumed within a reporting 
period. In this example, the reporting company has 
sourced three services; electricity, logistics and data 
hosting, that are offset by their respective suppliers. 
The GHG emissions of all three services are counted 
in the total annual GHG emissions figure, and the 
GHG reduction from the purchase and retirement 
of carbon credits is then subtracted from this figure. 
The reporting company then purchases and retires 
a sufficient number of carbon credits to reduce its 
remaining net GHG emissions to zero to support a 
carbon neutrality claim.

Table 12: Illustrative Corporate GHG Inventory for 2019 and 2020

Corporate GHG inventory (tCO2e) 2019 2020
Total annual GHG emissions 10,000 9,000
GHG emissions offset by electricity supplier (3,000) (2,500)

GHG emissions offset by logistics provider (600) (500)

GHG emissions offset by data hosting provider (200) (300)

GHG emissions offset by direct carbon credit retirement (6,200) (5,700)

Total annual GHG emissions net of carbon offsets 0 0

1 The Corporate Value Chain (Scope 3) Accounting and Reporting Standard  
2 Environmental Reporting Guidelines: including mandatory greenhouse gas emissions reporting guidance
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2.8 Using environmental  
product declarations (EPDs)  
for CarbonNeutral® products
The 2014 revision of The CarbonNeutral Protocol 
introduced Environmental Product Declarations 
(EPDs) as an alternative way to demonstrate 
achievement of Steps 1 and 2 of the CarbonNeutral® 
certification process for products. Step 1 covers 
the definition of the subject and Step 2 covers 
measurement of the subject’s GHG emissions. 

An EPD is a type III environmental label declaring 
the environmental impacts of a product over 
its expected life. EPDs can be thought of as the 
environmental equivalent to nutrition labels  
for food products, stating a product’s carbon 
footprint and other environmental impacts such as 
resource depletion, acidification, and eutrophication. 
It is a comprehensive, voluntary, internationally 
recognised report that compiles and standardises 
technical LCA information, eliminating the need to 
contend with numerous individual documents.

Figure 7 demonstrates how the integrity of EPDs  
is established by the application of a variety of 
third-party standards and processes: 

n �The ISO 14025 standard establishes the 
principles and specifies the procedures for 
developing type III environmental declaration 
programmes and type III environmental 
declarations, specifically EPDs

 

n �The ISO 21930 standard establishes the 
principles and requirements for type III  
EPDs of building products

 

n �The EN 15804 is a European standard that 
provides core Product Category Rules (PCRs)  
for type III EPDs for any construction product  
and construction service 

n �PCRs describe the harmonised LCA-rules for 
data collection, methodology, calculations and 
presentation of the results for a specific product 
category such as pre-fabricated buildings or leather 
footwear. PCRs are developed in accordance with 
ISO 14025, and additionally with ISO 21930 and/or 
EN 15804 for construction products 

n �LCAs are based upon the parameters set out 
in ISO 14025, ISO 21930 and EN 51804, and 
should also be compliant with the ISO 14040 
series of standards. The measurement of the 
carbon footprint should follow the ISO/TS 14067 
(the Technical specification for GHGs — carbon 
footprint of products — requirements and 
guidelines for quantification and communication)  

n �Transparency is a key component of EPDs, and 
upon completion, all EPDs should be publically 
registered with an EPD programme operator,  
in addition to being independently verified 
 

n �Programme operators are responsible for 
maintaining type III EPD programmes, and 
establishing procedures for the development  
of Product Category Rules and EPDs

Given the rigour applied to the development of 
Product Category Rules, the strict requirements of ISO 
LCA methodologies and the need for independent 
third-party verification, The CarbonNeutral Protocol 
recognises that EPDs provide robust, high quality 
GHG measurement outputs. 

There may be minor differences in requirements  
of The CarbonNeutral Protocol relative to an EPD.  
EPD product category rules for any given subject 
will by definition be more relevant to the subject  
than the general requirements of The CarbonNeutral  
product certification. Therefore, where there are 
differences, the EPD prevails and is deemed to 
have met the requirements of The CarbonNeutral 
Protocol. Table 14 explores some of these 
requirements in more detail.

Legislates the 
principles and 
procedures for 
developing EPDs

Establishes 
the “recipe” for 
manufacturers 
to follow in  
creating the EPD

Measures a  
product’s impact  
on the environment 
through its life, 
complying with  
ISO 14040,  
ISO 14044

Measures a  
product’s impact  
on the environment 
through its life, 
complying with  
ISO 14040,  
ISO 14044

EPD used to 
support a  
CarbonNeutral® 
product 
certification

Discloses a 
product’s 
impact through 
its life cycle

Communicates  
EPDs with 
consumers

ISO 14025 
ISO 21930 
EN 15804 PCR LCA

Third-party 
verification

EPD programme 
operatorEPD

Figure 7: Establishing the Integrity of EPDs
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Table 14: Comparison of Requirements Between The CarbonNeutral Protocol and EPDs for 
CarbonNeutral® Product Certification

Step 1: Define the subject

Protocol step The CarbonNeutral protocol requirements EPD requirements1

Requirements The subject to which The CarbonNeutral Protocol is being applied 
must be clearly defined, by name and by description of the relevant 
legal and/or physical boundaries. The duration of a CarbonNeutral® 
certification must also be defined. Where applicable, a start date should 
be defined. The CarbonNeutral® certification to be applied must also be 
defined and must be compatible with the subject. The definition of the 
subject and the certification must be recorded by the CarbonNeutral 
certifier and the information retained for the purpose of auditing.

Covers The CarbonNeutral 
Protocol requirements, and 
goes beyond by requiring, 
for example, an in-depth 
description of the functions 
of the product system, and 
a description of the cut-off 
criteria for initial inclusion  
of inputs and outputs. 

Step 2: Measure the subject’s GHG emissions

Stage The CarbonNeutral protocol requirements EPD requirements1

1. Select GHG  
accounting 
protocol 

The GHG Protocol Product Standard, PAS 2050, ISO/
TS 14067 or methods set out in steps 2-7 below 
must be applied unless the CarbonNeutral certifier 
identifies valid reasons for using other methods.

The carbon footprint of the product should be based 
on the ISO 14040 series of standards (or ISO 21930 
for building products), and measurement should 
follow the ISO/TS 14067. EPDs are deemed to match 
the requirements of the The CarbonNeutral Protocol.

2. Define 
boundary

The boundary must be consistent with the definition 
of the subject. For cradle-to-customer subjects the 
boundary must extend to the point of customer 
delivery. For cradle-to-grave subjects the boundary 
must extend to end-of-life disposal.

The boundary covered by PCRs extends from cradle 
to grave” with “The boundary covered by PCRs is 
designed to capture material impact and extends from 
cradle to grave in most cases. In some cases it only 
covers extraction, processing of raw materials and 
packaging and manufacture (cradle-to-customer,  
but excluding the distribution to the first customer).

3. Identify 
emissions 
sources 

Assessments must include emissions sources  
as specified in Tables 2, 3 and 4 – CarbonNeutral® 
certifications and their specific required  
assessment emissions sources.

PCRs define the emission sources which are  
required for the EPD. These emissions sources  
are determined by industry and LCA experts, and 
represent best industry practice. The requirements  
of EPDs go beyond the detail in Tables 2, 3 and 4 
of the The CarbonNeutral Protocol, therefore they 
are deemed to meet and exceed The CarbonNeutral 
Protocol requirements. 

4. Identify 
GHGs to be 
measured 

All GHGs recognised under the UN Framework 
Convention on Climate Change must be measured in 
the assessment, insofar as they apply to the subject. 

The measurement of all GHG emissions and  
removals that provide a significant contribution  
to the carbon footprint of the product system.  
EPDs deemed to meet the requirements of the  
The CarbonNeutral Protocol.

5. Establish 
time periods 

For standard consumer products, assessments  
must at a minimum be every five years, unless  
a significant change to the product supply chain  
has occurred, in which case another assessment  
must be undertaken.

For one-off or custom-produced products the 
timescale must relate to the production and  
delivery period.

The validity of the EPD is set at a minimum of five 
years after which the declaration must necessarily 
be revised and reissued. EPDs deemed to meet the 
requirements of the The CarbonNeutral Protocol.

1 As recommended by ISO/TS 14067
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Requirements for a CarbonNeutral® compliant EPD 

1. �The EPD must be developed using a suitable PCR which follows ISO 14025 guidelines,  
and additionally with ISO 21930 and/or EN 15804 if used for construction products

2. The LCA must conform to the ISO 14040 series of standards
3. �The EPD must be validated by an independent, qualified third party approved  

by Natural Capital Partners to ensure it has met the necessary requirements
4. The EPD is registered with a programme operator approved by Natural Capital Partners
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Step 2: Measure the subject’s GHG emissions (continued)

Stage The CarbonNeutral protocol requirements EPD requirements1

6. Determine 
data validity

Primary data must be used in preference to 
secondary data, where it is available, up-to-date  
and geographically relevant. Secondary data in  
the form of estimates, extrapolations, models  
and industry averages may be used where primary 
data is unavailable. When this is done, these 
assumptions must be recorded by the party  
carrying out the assessment. 

A qualitative and/or quantitative description of the 
uncertainty associated with the client-supplied data 
should be made. In cases where the quality of client 
supplied data is not known (e.g. in online calculators), 
the dependency of results on the quality of input 
data should be made clear.

Site-specific data shall be collected for individual 
processes under the financial or operational control 
of the organisation, and shall be representative of the 
processes for which they are collected. Site-specific data 
should also be used where practicable for those unit 
processes that contribute significantly, but are not under 
the financial or operational control of the organisation.

Data that is not site-specific data, based on global or 
regional averages, collected by regional or international 
organisations and which have undergone third-party 
verification should be used when the collection of  
site-specific data is not practicable. 

EPDs deemed to meet the requirements of the  
The CarbonNeutral Protocol.

7. Measure 
GHG 
emissions

The subject’s GHG emissions must either be directly 
measured or quantified using national, regional, 
international, or other relevant emission factors,  
with preference given to emission factors most  
closely associated with the emissions source. 

The assessment must be reported in units of  
CO2e according to the 100 year potential of  
each gas. GWP factors applied must be clearly  
stated in the assessment.

Emission sources that are required to be assessed 
(see Tables 2, 3 and 4) but are estimated to represent 
less than 2% of the subject’s total GHG emissions, 
but collectively no more than 5% of the subject’s GHG 
emissions must be included, but may be calculated 
and reported using simplified estimation methods. 

Secondary data and primary data that are not site- 
specific data may include literature data, such as  
default emission factors, calculated data, estimates  
or other representative data.

The potential climate change impact of each GHG 
emitted and removed by the product system shall  
be calculated by the 100-year GWP given by the  
IPCC in units of “kg CO2e per kg emission.”

Include all GHG emissions and removals that  
provide a significant contribution to the carbon 
footprint of the product system being measured.

EPDs are deemed to meet the requirements of  
the The CarbonNeutral Protocol.

8. Quality 
assurance

All GHG assessments must either be conducted or 
checked, and in the case of GHG tools and calculators, 
be approved, by an independent, qualified third party 
approved by Natural Capital Partners to ensure  
they have met the above requirements in this table. 
Input data (or activity data) used in assessments should 
also be checked by an independent, qualified third party 
for quality purposes.

Technical Specification 2.2 details requirements 
and recommendations for the presentation of  
GHG assessments.

Requires third-party verification and registration  
with an ISO 14025 programme operator. A critical 
review which ensures consistency between an  
LCA and the principles and requirements of the 
international standards on LCA can also be conducted. 

EPDs deemed to meet the requirements of  
The CarbonNeutral Protocol.

1 As recommended by ISO/TS 14067.
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Bulldog’s Top-selling Product  
is CarbonNeutral®

Define: The Original Moisturiser is a 
CarbonNeutral® product, first certified in 2019

Measure: Life-cycle assessment (LCA) of the 
greenhouse gas emissions of the product,  
including its manufacture and distribution

Target: CarbonNeutral® product status targeted 
alongside a commitment to continually review  
and minimise its impact on the environment

 
 
 
 

Reduce: Emissions reductions through replacing 
plastic packaging with sugarcane plastic and 
minimising energy intensive processes such  
as heating and cooling water in manufacturing. 
Certified emission reductions from a rainforest 
conservation project located in Acre State, Brazil

Communicate: CarbonNeutral® certification  
has been a key pillar in Bulldog’s UK-based  
cross-channel advertising campaign to  
reinforce the company’s commitment to  
minimise its environmental impact

CarbonNeutral® certification forms a key pillar of an extensive environmental programme  
for a popular personal care product.

The CarbonNeutral Protocol  |  January 2021 Case Study



This Target and Reduce Form serves to ensure that Natural Capital Partners obtains the 
required information necessary to license a CarbonNeutral® certification logo under the 
provisions of The CarbonNeutral Protocol.

If the information requested in this section is documented elsewhere (in whole or in part,  
e.g. a CDP submission), you may attach such document(s) in lieu of completing this form  
or the applicable portion(s) thereof:

Is there a longer-term target (or targets) for your footprint? 
Yes/No 
Specify Scopes and change targeted ______________________________________________________________

_____________________________________________________________________________________________________

_____________________________________________________________________________________________________

Is that a Science-Based Target as part of the Science-Based Target Initiative? 
Yes/No 
Specify if “Target Set” or “Committed” _____________________________________________________________

_____________________________________________________________________________________________________

_____________________________________________________________________________________________________

 
Signature: ___________________________________________________________________

Name:_______________________________________________________________________

Job title: _____________________________________________________________________

Company: ___________________________________________________________________

Date: ________________________________________________________________________

Target and Reduce Form
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Step 3: Target
Technical Specification

The client must specify any internal abatement targets in the below form.

3.1 CarbonNeutral® Certification – Target and Reduce Form
This Target and Reduce Form may be revised from time to time within the annual Protocol publication cycle.  
Visit www.carbonneutral.com/target-and-reduce-form for the most up to date version.  
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Step 3: Target
Guidance

3.2 Setting internal reduction targets
The CarbonNeutral Protocol does not mandate 
what level of internal reduction target should be  
set to achieve CarbonNeutral® status. As outlined  
in Guidance 4.3, organisations are encouraged  
to use established management tools to identify 
the appropriate balance between internal 
reductions and the use of offsets to achieve  
carbon neutrality cost-efficiently and in ways  
that deliver strategic value.

While the MAC curve approach (see Guidance 4.3) 
helps an organisation prioritise its reductions options, 
it does not necessarily align the organisation’s internal 
reduction efforts with the UNFCCC Paris Agreement’s 
call for global emissions reductions to limit average 
global temperature rise to well below 2oC above  
pre-industrial levels, in order to significantly reduce  
the risks and the impacts of global climate change.

Therefore, organisations should consider the option 
of establishing internal reduction targets that align 
with scientifically established emission reduction 
trajectories that can deliver a stable climate.  
For example, the Science Based Target (SBT) initiative, 
a collaborative initiative by CDP, World Resources 
Institute (WRI), the World Wide Fund for Nature  
(WWF) and the United Nations Global Compact 
(UNGC), provides guidance on science-based  
target setting to encourage and support companies  
in the transition to a low-carbon economy.

3.3 Net zero targets

Purpose of this Guidance
Historically the terms carbon neutral and net zero 
have been interchangeable, but recently greater 
clarification on what net zero could and should 
mean has been published. This guidance provides 
an overview of the concept of net zero, and sets 
out three different ways in which CarbonNeutral® 
certifications support net zero objectives. 

Net zero concept
Net zero is still a relatively new concept with 
approaches and definitions being published 
frequently. We anticipate that definitions of net 
zero will be refined with time and application, 
and this guidance will be updated in subsequent 
revisions to the Protocol.

The rising prominence of net zero targets was initiated 
by The Intergovernmental Panel on Climate Change’s 
(IPCC) Special Report on Global Warming of 1.5˚C, 
which advised of the critical importance of achieving 
net-zero emissions as soon as possible to improve the 
probability of limiting warming to 1.5˚C. Adoption of 
net zero by the private sector is driven in large part 
by the desire to align with the ambition set out in the 
Paris Agreement of net zero emissions by or before 
2050, and the growing number of nations which have 
refined their national climate plans to target the same.

Research by Natural Capital Partners into the Fortune 
Global 5001 found that 6% (32) of companies have a 
net zero target set between 2031 and 2050, 1% (5) 
have set a net zero target to be achieved earlier –  
all five targeting 2030 – and that multiple definitions 
are used across this net zero group. More than three 
quarters of these were announced between July 2019 
and August 2020. This compares to 6% (30) that are 
carbon neutral today, a further 5% (24) that have a 
target to be carbon neutral by 2030, and a further 6% 
(32) that have a target to be carbon neutral by 2050.

How CarbonNeutral certifications  
support net zero ambitions
There are three main ways in which CarbonNeutral 
certifications support net zero ambitions:

1. Annual carbon accounting and action on all 
unabated emissions. Defining and measuring carbon 
footprints on an annual basis and taking action on 
unabated emissions are processes that are common 
in carbon neutral programmes and will be necessary 
for corporates achieving net zero. Carbon neutrality’s 
requirement to compensate for all unabated emissions 
through offsetting provides a reference price for GHG 
emissions that helps entities identify opportunities 
for deeper internal reductions. In addition to 
helping an individual organization become carbon 
neutral, offsetting unabated emissions to achieve 
a CarbonNeutral certification finances emission 
reductions and transformation in the wider economy. 
Offsetting, according to The Science-Based Targets 
Initiative’s Foundations For Net Zero paper, “can play 
a critical role in accelerating the transition to net-zero 
emissions at the global level”2. This is the first time that 
this particular coalition of respected environmental 
NGOs (CDP, WWF, WRI) has positively acknowledged 
the role of offsetting in a major publication. 

1 Natural Capital Partners, 2020, Response Required, https://info.naturalcapitalpartners.com/response-required
2 �Science Based Targets initiative, 2020, Foundations for Science-Based Net-Zero Target Setting in the Corporate Sector,  

https://sciencebasedtargets.org/resources/files/foundations-for-net-zero-full-paper.pdf, page 8
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2. Increasing removals. For an organisation to 
achieve a net zero target, unabated emissions are 
offset through removal projects, e.g. natural climate 
solutions such as forests that remove carbon from 
the atmosphere (“neutralisation measures” in SBTi
language). During the transition to net zero, reductions 
and avoided emissions through offsetting projects 
continue to play a critical role (“compensation 
measures” in SBTi language). To align CarbonNeutral 
certifications with a net zero target, organisations 
must increase the proportion of removals in their 
offset portfolio until all unabated emissions are offset 
only with removal projects. (see Figure 8). Boston
Consulting Group exemplifies this approach, building 
on its existing CarbonNeutral company certification, 
it announced a new net-zero target committing 
to transitioning its offset portfolio to 100% carbon 
removal solutions by 2030, including both nature 
based and engineered solutions1.

3. Increasing climate action on value chain
emissions. When an organisation reaches net zero,
it must cover all material sources of GHG emissions
within its value chain. Through CarbonNeutral
product and service certifications, organisations
are moving towards taking responsibility for all
sources of emissions. CarbonNeutral product
certification for 825,000 Microsoft Xboxes helped
the company begin to expand its carbon neutrality
from operations towards a broader scope as part
of its target to be net zero by 2030 (see Figure 9).

Increasingly businesses are also looking for 
approaches that integrate climate action with 
other SDG impacts. Many avoidance and reduction 
projects deliver quantified impacts for sustainable 
development such as health and livelihoods, 
biodiversity conservation and education. As a 
result, mixed portfolios of these projects, alongside 
removal projects which may not have the same 
level of SDG impact, can offer an optimal solution. 

Further information can be found at: 

Science Based Targets Initiative (SBTi),  
2020, Foundations For Net Zero,  
https://sciencebasedtargets.org/resources/files/
foundations-for-net-zero-full-paper.pdf 

Natural Capital Partners, 2020, Climate Calculus 
Series: Carbon neutrality, net zero and beyond,  
www.naturalcapitalpartners.com/news-resources/
post/climate-calculus-series-carbon-neutrality-net-
zero-and-beyond

Natural Capital Partners, 2020, Net zero, https://www.
naturalcapitalpartners.com/solutions/solution/net-zero

1  BCG, 2020, BCG’s Net-Zero Pledge, www.bcg.com/about/about-bcg/net-zero
2  �Microsoft, 2019, Ambition is good; action is better, https://blogs.microsoft.com/ 

on-the-issues/2019/09/22/ambition-is-good-action-is-better-making-progress- 
on-our-climate-commitments/
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Figure 8: How CarbonNeutral certifications support net zero 
ambitions: increasing removals: illustrative example

Figure 9: How CarbonNeutral certifications support net zero 
ambitions: using CarbonNeutral product certification to 
start taking climate action on entire value chain emissions: 
the example of Microsoft
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Adapted from Microsoft, 2020, Microsoft will be carbon negative by 2030, https://blogs.
microsoft.com/blog/2020/01/16/microsoft-will-be-carbon-negative-by-2030/

“�Microsoft’s business operations have operated carbon neutral since 2012.  
Today we are beginning the journey of extending that to our products and  

makedevices with a pilot to  825,000 Xbox consoles carbon neutral.”2
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https://www.naturalcapitalpartners.com/solutions/solution/net-zero
https://www.naturalcapitalpartners.com/solutions/solution/net-zero
https://www.bcg.com/about/about-bcg/net-zero
https://blogs.microsoft.com/on-the-issues/2019/09/22/ambition-is-good-action-is-better-making-progress-on-our-climate-commitments/
https://blogs.microsoft.com/on-the-issues/2019/09/22/ambition-is-good-action-is-better-making-progress-on-our-climate-commitments/
https://blogs.microsoft.com/on-the-issues/2019/09/22/ambition-is-good-action-is-better-making-progress-on-our-climate-commitments/
https://blogs.microsoft.com/blog/2020/01/16/microsoft-will-be-carbon-negative-by-2030/
https://blogs.microsoft.com/blog/2020/01/16/microsoft-will-be-carbon-negative-by-2030/
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3.4 Climate (or carbon, or net) positive
A growing number of corporates are exploring 
terms and concepts that address the perceived 
limitations of neutrality, which can imply no net gain 
for the climate. The most common terms in this 
space include ‘carbon positive’, ‘carbon negative’ 
and ‘climate positive’. ‘Carbon positive’ and ‘carbon 
negative’ are used to indicate a net removal or 
reduction of carbon dioxide from the atmosphere. 
This is a source of potential confusion. ‘Carbon 
positive’ can be read as numerically positive 
emissions (bad for the climate); and, ‘carbon 
negative’ is limited because it defines a good  
action in the negative. To limit confusion,  
we refer to all concepts that seek to convey net 
gain with the generic term ‘climate positive’.

In 2020, we studied the climate commitments of 
the Fortune Global 500. Carbon neutral actions and 
targets outnumbered climate positive 17:1, with five 
companies referring to climate positive targets.1 

Many climate positive actions and targets lack 
the structural integrity of other actions such as 
CarbonNeutral® certification. Some have complex 
or ill-defined goals. Of the three with climate 
positive actions/targets in the Fortune Global  
500, just one provided a clearly defined and 
transparent climate positive goal.

Our working definition of ‘climate positive’ is  
‘a term indicating that an entity is taking or  
causing action beyond carbon neutrality by 
removing GHGs from the atmosphere or reducing 
emissions to the atmosphere such that the 
aggregated reductions and removals exceed  
the unabated emissions from the subject’.

The certification class we use for CarbonNeutral® 
certifications (Entity, Product, Activity) is also helpful 
here because some ‘climate positive’ targets apply 
to individual products not the whole business.

Natural Capital Partners’ research currently  
defines three main ‘climate positive’ archetypes 
for entities, products and activities to go beyond 
neutral greenhouse gas emissions (GHG).  
These are as follows:

1. �‘Over-offsetting’ the subject’s footprint by  
a given percentage

2. �Deploying technology or solutions  
within the value chain that reduce GHG 
emissions e.g. producing and distributing  
more renewable energy than is consumed  
by the providing entity

3. �Deploying technology or solutions within  
the value chain to sequester GHG emissions

Some businesses choose to focus on only one of 
the above archetypal methods, while others pick a 
range of actions to become positive. There is also 
variability as to how much the actions to become 
positive are integrated into the organisation’s wider 
sustainability plan.

The concept of net gain is attracting interest and 
with wider use is becoming better defined and 
understood. However, there is no working definition 
as yet that meets all the Principles that underpin 
the CarbonNeutral Protocol (see Introduction), 
especially the second principle that states: 

“claims… account for greenhouse gas emissions 
and the compensating emission reductions 
in accordance with best-in-class third-party 
standards to ensure that claims have integrity 
and the same meaning throughout the global 
economy. Entities making public claims… commit to 
conservative approaches and to disclosing the basis 
(methodologies, standards, protocols) that underpin 
their claims”. For that reason, caution is advised in 
making public claims around climate positive.

1 Natural Capital Partners, 2020, Response Required, https://info.naturalcapitalpartners.com/response-required
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VMware Achieves Major Milestone on 
Journey to Net Positive Global Impact 

Define: CarbonNeutral® company first certified in 
2018 after making its data centres CarbonNeutral 
in 2017 

Measure: Total GHG emissions for global 
operations arising from owned, leased or  
directly controlled stationary and mobile sources 
that use fossil fuels and/or emit fugitive emissions 
from the generation of purchased electricity,  
heat and cooling; and emissions from waste  
and business travel

Target: Carbon neutrality is part of VMware  
2020 is the company’s global impact vision 
to serve as a force for good. The company 
has commitments to long-term sustainability, 
accountability and transparency in the 
management of its environmental footprint 

Reduce: CarbonNeutral company certification  
was achieved two years ahead of schedule 
through a combination of internal energy 
efficiency initiatives, investments in renewable 
energy including through high quality energy 
attribute certificates (EACs), and financing high 
impact emission reduction projects which deliver 
significant co-benefits to sustainable development. 
The projects included a water filtration and 
improved cookstoves project in Guatemala  
and an improved cookstoves project in India

Communicate: Certifying as a CarbonNeutral 
company is one of five key goals related to 
VMware 2020. The company has communicated its 
commitments and achievements through a variety 
of channels: it blog, its global customer conference, 
lunchtime presentations to staff, and webinars

The CarbonNeutral Protocol  |  January 2021 Case Study
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Step 4: Reduce
Technical Specification

4.1 Approved Environmental  
Instrument Standards

Purpose
This section specifies the criteria for use of 
environmental instruments in CarbonNeutral 
certifications and which instruments meet the criteria.

4.1.1 Carbon credits
 
Criteria
All carbon credits used towards the achievement 
of CarbonNeutral® certification must meet the 
following criteria:

Additional: Refers to an external emission reduction 
project from which emissions reductions are verified 
as carbon credits under an applicable carbon 
accounting standard. An emission reduction project 
is said to be additional when it can be demonstrated 
that in the absence of the availability of carbon finance 
the project activity would not have occurred (the 
“baseline” scenario); and, such baseline scenario  
would have resulted in higher GHG emissions.

Each eligible carbon accounting standard under 
The CarbonNeutral Protocol provides tools for 
how additionality at a project level is tested and 
demonstrated. For further discussion of this topic, 
see Guidance 4.4.

Legally attributable: Carbon credits must have  
a clear record of ownership from project owner 
and thereafter.

Measurable: Emissions reductions are quantified 
relative to a transparent and robust baseline 
scenario using recognised, peer reviewed, published 
methods and project specific data; or, using 
recognised performance standard procedures.

Permanent: Emissions reductions are permanent. 
Where reductions are generated by projects that carry 
risk of reversal, adequate safeguards must be in place 
to ensure that the risk of reversal is minimised and 
that, if any reversal occurs, a mechanism is in place 
that guarantees the reductions will be replaced.

Unique: Emissions reductions are held and retired on a 
registry to ensure that no more than one carbon credit 
can be associated with a single emission reduction.

Independently verified: Emissions reductions  
are verified by an expert third party qualified  
to verify carbon credits to ensure the criteria  
above have been met.

Carbon credits certified under the standards  
set out in Table 15 have been determined to  
meet the requirements above and therefore  
are qualified to compensate for the subject’s 
unabated GHG emissions. This Technical 
Specification is reviewed annually to ensure  
it reflects developments in best practice and  
the performance of carbon credit standards.

Further considerations
Emission reduction projects have effects in addition 
to GHG emission reductions. While many projects 
have positive co-benefits, some may have negative 
impacts. Carbon credit standards accepted by  
The CarbonNeutral Protocol have requirements 
that material negative impacts should not arise 
from emission reduction projects.

Approved carbon credit  
standards and project types
Carbon credits under the standards set forth 
in Table 15 have been determined to be legally 
attributable, measurable, permanent, additional, 
independently verified and unique, and therefore 
are qualified for use as external environmental 
instruments to reduce a subject’s GHG emissions. 
This list of standards is reviewed annually and 
updated from time to time to reflect developments 
in best practice and the performance of carbon 
credit standards.

In general, any mitigation project recognised  
under the standards is accepted under the 
Protocol, and carbon credits are treated equally 
across standards and project types. There are 
exceptions to this general approach, as set out 
below which identifies projects types that are  
not accepted under the Protocol and the  
reasons for the exclusions.
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Exceptions
If the carbon credits from these standards are 
not in accordance with all of the criteria covering 
carbon credits - legally attributable, measurable, 
permanent, unique and independently verified 
– they must not be used for offsetting. As a 
consequence Forward Mitigation Units from  
CAR, ex-ante forestry credits under GS, and t-CERs  
and l-CERs under the CDM are not acceptable.

Removal carbon credits
The Protocol treats mitigation projects that  
avoid and reduce emissions and those that  
remove GHGs from the atmosphere as equal.  
The logic underpinning this approach is the  
“over-flowing bath-tub” analogy. With the  
taps on, a balance is achieved either by turning 
down the taps (avoid or reduce emissions)  
or by draining an equal amount down the  
plug (removing emissions from the atmosphere  
and capturing them in carbon sinks).  
Both approaches have a critical role to play 
in mitigating climate change. However, as we 
get closer and closer to the safe limit of GHG 
concentrations in the atmosphere, clients should 
consider an increasing role for removal projects.

Excluded project types
For reasons laid out in Guidance 4.7, the following 
project types must not be used towards the 
achievement of CarbonNeutral® certification, 
although they are recognised under some  
carbon credit standards in Table 15:

n �Conventional (i.e. dammed/non run-of-river) 
hydro-electric power projects with an installed 
capacity greater than 20MW, unless a qualified 

independent third party assures compliance 
with the World Commission on Dams (WCD) 
sustainability criteria or equivalent assessment 
introduced by the underlying carbon standard

n �HFC-23 destruction projects and N2O destruction 
projects where N2O is the by-product of the 
industrial processes to produce adipic acid  
or nitric acid

4.1.2 Approved Energy Attribute 
Certificate (EAC) standards
Under the provisions of the GHG Protocol Scope 2 
Guidance, entities may purchase and retire EACs 
to support a zero-emission grid factor for Scope 
2 emissions. For non-owned renewable energy 
consumption, EACs are the most credible evidence, 
and claims without EACs in geographies where 
they are available are questionable / potentially 
problematic. See Brander, Gillenwater, and Ascui 
(2018), Creative accounting: A critical perspective on the 
market-based method for reporting purchased electricity 
(scope 2) emissions https://www.sciencedirect.com/
science/article/pii/S0301421517306213?via%3Dihub 
for a critical review of accounting approaches for 
renewable energy. However, as the GHG Protocol  
is a respected third-party carbon accounting 
standard, its Scope 2 guidance is accepted under  
the CarbonNeutral Protocol.

Table 16 lists the EAC standards that are 
acceptable for a Scope 2 or Scope 1 claim within 
a CarbonNeutral® programme that follows the 
market-based GHG accounting approach defined 
by the GHG Protocol Scope 2 Guidance. It is not an 
exhaustive list, rather it details those EACs in most 
common use within CarbonNeutral® programmes.

Table 15: Approved Carbon Accounting Standards

Approved standard Type of carbon credits generated

American Carbon Registry Emission Reduction Tonnes (ERTs)

Australian Emissions Reduction Fund (ERF)1 Australian Carbon Credit Unit (ACCU)

Climate Action Reserve Climate Reserve Tonnes (CRTs)

Gold Standard for the Global Goals
Gold Standard Voluntary Emission Reduction  
(VER) credits

Japanese Credit Scheme2 J-Credits

Kyoto Protocol’s Clean Development Mechanism (CDM) Certified Emission Reductions (CERs)

Kyoto Protocol’s Joint Implementation (JI) Emission Reduction Units (ERUs)

UK Woodland Carbon Code2 Woodland Carbon Units

Verified Carbon Standard (VCS) Verified Carbon Units (VCUs)

1 This was previously known as Australian Carbon Farming Initiative  
2 These are domestic standards and are only acceptable for domestic footprints
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EAC programmes generally prescribe applicable 
validity periods. In cases where validity periods  
are not prescribed, EACs issued within 1 year  
of the period covered by the CarbonNeutral 
certification must be used.

Third-party certification  
and labelling of EACs
In some markets, a third party may also certify  
EACs based on an established standard that 
specifies a set of criteria which can be applied  
to determine which certificates can receive the 
label. The criteria used to define a subset of  
eligible EACs are typically based on technology  
or the commissioning date of the renewable  
energy facility.  

Aligning procurement decisions with these criteria 
demonstrates impact that goes beyond the least 
cost EAC solution. Examples of voluntary certification 
programmes commonly used within CarbonNeutral® 
programmes include Green-e Energy in North America 
and EKOenergy, which is a global EAC label. 

4.2 Recognised non-carbon  
accounting standards
The non-carbon accounting standards listed in Table 
17 are those designed to complement carbon credit 
standards to provide measurable and independently 
verified assessment of the positive environmental, 
social, and economic benefits of carbon reduction 
projects (also known as “co-benefits”). These standards 
should be used to evaluate and communicate the  
co-benefits of emission reduction projects.

Table 17: Recognised Non-carbon Accounting Standards

Recognised non-carbon accounting standards

Climate, Community and Biodiversity Alliance (CCBA)

The SOCIALCARBON® Standard

Forest Stewardship Council certification

Forest Stewardship Council Ecosystem Services

W+ Standard by Women Organizing for Change in Agriculture and Natural Resource Management (WOCAN)

SD Vista

Table 16: Approved Energy Attribute Certificate (EAC) Standards
Approved Standard / 
Governing Body

Type of EAC 
Generated

Geographical  
Area Covered

Scope 
Covered

North American State and Regional  
level certificate tracking systems

Renewable Energy 
Certificates (RECs)

North America (U.S. and 
Canadian territories)

2

International REC (I-REC) Standard I-RECs
39 countries across Asia, 
Latin America, Middle 
East and Africa1

2

Natural Capital Partners PowerPlusTM India, Japan, South Korea 2

APX
Tradable Instruments for 
Global Renewables (TIGRs)

10 countries across  
Asia and Latin America

2

European Energy  
Certificate System (EECS) 

Guarantee of Origin (GO) 27 countries in Europe 2

Ofgem (Office of Gas and  
Electricity Markets)

Renewable Energy 
Guarantee of Origin (REGO)

United Kingdom (UK) 2

The Renewable Energy Act  
2000 – Federal Law Australia

Small-scale Technology 
Certificates (STCs) 

Australia 2

Green Power Certification, 
administered by the Green  
Energy Certification Center, Japan

Green Power Certificates Japan 2

Green Gas Certificate Standard 
(GGCS)

Renewable Gas Guarantee 
of Origin (RGGO)

United Kingdom (UK) 1

1 I-REC Standard, accessed January 2021
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Step 4: Reduce
Guidance

Purpose
This section provides more detailed advice  
and clarification on selected topics relating  
to internal reductions and the use of  
environmental instruments.

4.3 Evaluating internal  
GHG reduction projects 
CarbonNeutral® certification is an action that 
represents immediate positive impact on  
GHG emissions. Clearly over time the goal  
of each organisation should be to reduce  
GHG emissions to zero, through the application  
of energy efficiency, switching to renewable  
energy and through technological innovation.  
It is our experience that leading organisations  
use external environmental instruments in 
parallel with internal reductions as part of the 
transformation journey and to bridge the gap 
towards stretching and impactful reduction targets.

The CarbonNeutral Protocol recommends that 
for all subjects the client should develop a GHG 
reduction plan to deliver internal emissions 
reductions, taking into consideration the main 
sources of GHGs from the subject and the likely 
cost-effectiveness of alternative emission reduction 
projects. With time, technological innovation has 
the ability to make low carbon projects viable. 
Understanding this project landscape and how 
much an organisation can invest in low-carbon 
transformation without impacting competitive 
performance are important inputs to an effective 
carbon reduction plan. 

An excellent framework to assist organisations 
in evaluating a range of internal GHG reduction 
projects is marginal abatement cost analysis, 
an economic concept that measures the cost 
of reducing one more unit of GHG emissions. 
Marginal abatement costs are presented on a 
marginal abatement cost curve or MAC curve,  
a graphical representation of the cost and scale 
of GHG reduction projects. While there are many 
more aspects to consider beyond scale and cost, 
they are useful tools to guide corporate decision 
making among a variety of GHG reduction projects. 

Figure 10 illustrates a MAC curve. Each rectangle 
on the MAC curve represents a different project 
to reduce GHG emissions. The width of each box 
represents the emission reduction potential a 
project can deliver compared to business-as-usual, 
and the height of each box represents the average 
cost of reducing one tonne of GHGs through that 
project. The MAC curve is ordered left to right  
on a per tonne basis from the lowest cost to the 
highest cost projects. Projects that appear below 
the horizontal axis have a negative cost, meaning 
the low carbon project saves more money than it 
costs. Projects that appear above the horizontal 
axis have a positive cost. Corporate MAC curves 
often rise steeply as more GHGs are reduced. 

Figure 10: Illustrative MAC Curve

Each box represents one 
emission reduction project

Total GHG emission  
reduction potential

Estimated cost to 
reduce emissions 
by 1 tCO2e with 
this project

Projects are 
sorted by 
increasing costs 
per tCO2e
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To plot a project on a MAC curve you need to 
perform a calculation that considers the lifetime 
costs and GHG reductions of the project. Table 18 
illustrates the calculation for a project to replace 
desktops with laptops. For this project the marginal 
abatement cost is $50 per tonne, which would be 
the height of the box on the MAC curve. The width 
of the box illustrates the scale of the reduction, 
which in this case is determined by the number  
of desktops replaced. Each laptop saves 0.4 tonnes 
of CO2, so a business replacing 2,000 desktops 
would save 800 tonnes of CO2. This reduction 
in GHG emissions is measured relative to the 
business-as-usual baseline of running desktops  
for the next four years.

For most subjects, the client will have a number  
of projects with a negative cost of carbon.  
The more reduction projects a client has 
implemented the greater the marginal cost of 
further reduction becomes. Optimising heating  
and cooling temperatures is a project with a 
negative cost of carbon: simply questioning  
if the heating needs to be so high, or if the air-
conditioning needs to be so low, can yield savings 
and setting temperature policies can then lock in 
these savings without incurring significant costs.

When it comes to selecting projects to implement, 
aspects beyond the scale of the reduction and 
cost per tonne should be considered, and each 
project will have a unique set of considerations. 

Keeping with the laptop example, the ability to 
work remotely and the impact on data security 
policies, should feature within decision making 
and may impact the cost if data security resources 
need to be increased. The administrative burden 
of implementing a project is another important 
dimension to consider and such costs can be 
factored into MAC data. The scale of reductions 
from introducing laptops is determined by the 
number of employees that receive new laptops, 
which is a function of the number of employees, 
while the administrative burden of adapting policies 
to facilitate remote working and data security 
is relatively constant. On this basis, the project 
might only make sense for a company with a large 
number of desktop computers to replace where 
the aggregate reductions are sufficient to justify the 
administrative burden of implementing the project.

It stands to reason that projects with a negative 
cost of carbon should be implemented as they 
improve the bottom line. As clients implement 
the low-hanging fruit and progress towards their 
emission reduction target, it becomes increasingly 
expensive to achieve incremental reductions and 
there is a point on the MAC curve where it becomes 
more cost effective to look externally for emissions 
reductions. The use of environmental instruments, 
including carbon credits, is the mechanism for 
implementing external emissions reductions,  
where an organisation sources and retires credits 
from verified emission reduction projects. 

Table 18: Illustrative MAC Calculation 
Replacing a desktop PC with a laptop PC has a MAC of ~$50 / tCO2e.  

Value Unit Notes

Investment 100 $ Additional cost of a laptop over desktop

Lifetime of laptop 4 Years Average lifetime of a laptop

Annual energy saving 200 kWh Typical office use

Annual energy cost saving 20 $ $0.10 per kWh x 200kWh

Lifetime energy cost saving 80 $ $20 x 4 years

Annual carbon saving 100 kg CO2e 200kWh x 0.537 local grid factor

Lifetime carbon saving 400 kg CO2e 100 kg CO2e x 4 years

Cost of carbon saving 20 $ $100 outlay - $80 energy saving

MAC 50 $/tCO2e (1000/400) x 20
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An impactful carbon reduction plan is a plan that 
meets a GHG reduction target in the most cost 
effective way through a combination of internal 
and external reductions. Marginal abatement 
cost analysis is a tool to support decision making 
as part of that planning process. GHG reduction 
plans should be reviewed periodically to assess 
progress against planned actions and to assess 
the feasibility for further reductions, taking into 
account the availability of new technologies and 
enabling policies and incentives. GHG reduction 
plans should be reviewed periodically and where 
applicable a director or senior manager should be 
given responsibility for overseeing the development 
and ensuring the implementation of the plan for 
reducing emissions.

4.4 Elaboration on additionality  
and baselines 
It is essential for any carbon neutral programme 
to be robust and to offset emissions of the defined 
subject to zero. This requires that any carbon 
credits used must have credibly demonstrated 
additionality during their development process. 

The carbon accounting standards which are  
eligible under The CarbonNeutral Protocol require 
each project to undergo tests for additionality, 
which is then checked by an independent third-
party auditor during the validation process.

Without well-defined baseline scenarios and 
additionality tests, any claims of net emissions 
reductions would lack environmental integrity  
(i.e. they would not be reductions in the first place). 
Any statement by an organisation based upon these 
claimed “reductions” could be misleading or false.

Therefore, it is important that the additionality of a 
project is robustly tested and audited. The carbon 
accounting standards referenced in this guidance 
define best practice in assessing and determining 
the additionality of emission reduction projects.

When testing for additionality on a proposed 
project, the first step is to determine the baseline 
scenario – i.e. the hypothetical description of  
what would have most likely occurred in the 
absence of any intervention to mitigate the  
impact of GHG emissions. The baseline for  

a project activity is the projected GHG emissions  
that are calculated to occur in the absence of  
the proposed project activity. Once a suitable 
baseline has been determined it must be  
validated. Validation requires a third-party audit  
by a qualified auditor to ensure the baseline  
meets the requirements of the given carbon 
accounting standard and methodology.

When the project activity is in progress, GHG 
emissions from within the project area can be 
monitored and verified. Any reduction of emissions 
as compared to the baseline of the project are 
therefore additional and can be verified and  
issued as carbon credits (CERs, VCUs, GS VERs, 
CRTs, ERTs) in accordance with the rules of  
the applicable carbon accounting standard.

For a more detailed, technical discussion  
of the methods for calculating additionality  
or how best to define additionality, see the 
following resources:

cdm.unfccc.int/Reference/Guidclarif/glos_CDM.pdf 
The UNFCCC Clean Development Mechanism Glossary 
 
https://verra.org/wp-content/uploads/2018/03/VCS-
Guidance-Standardized-Methods-v3.3_0.pdf 
See section 4.6 of the Verra guidance document: 
“Guidance for Standardized Methods”  
(8 October 2013, v3.3) for methods for  
determining additionality within a CarbonNeutral 
Protocol eligible carbon accounting standard

ghginstitute.org - search “additionality”  
Articles on the challenges of defining  
and measuring additionality

www.offsetguide.org/high-quality-offsets/
additionality/high-quality-offsets-additionality-how-
carbon-offset-programs-address-additionality/ 
Greenhouse Gas Management Institute and the 
Stockholm Environment Institute’s information  
on methodologies for determining additionality
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4.5 The use of carbon credits generated 
by projects which avoid, reduce and 
remove GHGs
The CarbonNeutral Protocol accepts the use of 
carbon credits from any type of mitigation project 
validated under the accepted carbon standards 
listed in Technical Specification 4.1.1 (noting 
specific restrictions as set out there). There are 
three general types of mitigation projects:

Avoid: Includes projects which eliminate emissions 
– examples include renewable energy projects 
which avoid emissions from the fossil sources 
they replace; and, REDD+ projects which address 
emissions from deforestation.

Reduce: Includes projects which reduce emissions 
– examples include energy efficiency projects  
such as low-carbon cookstoves which use  
less fuel through improved combustion; and, 
manufacturing process improvements which 
reduce the use of non-renewable energy.

Remove: Includes projects which remove 
GHGs from the atmosphere – examples include 
afforestation; agricultural practices that sequester 
carbon in soils, bio-energy with carbon capture 
and storage, enhanced weathering, and direct air 
capture when combined with long-term storage.

The math of carbon neutrality treats interventions 
that avoid and reduce emissions as equal to  
those that remove GHGs from the atmosphere. 
Using the analogy of a bath with the taps on,  
a balance is achieved either by turning down the 
taps (avoid or reduce emissions) or by draining an 
equal amount down the plug (removing emissions 
from the atmosphere and capturing them in carbon 
sinks). However, as we get closer and closer to the 
safe limit of GHG concentrations in the atmosphere, 
there will be a shift in emphasis from emission 
reductions and avoidance to removals to ensure  
we have all mitigation approaches working in  
concert to achieve a stable climate.

In September 2019, the SBTi published guidance1 
which signalled the rising importance for removal 
projects in the mix of mitigation approaches 
aligned with net zero. Its 2020 guidance2 cemented 
this, while also acknowledging the “critical role” 
of projects that avoid or reduce emissions “in 

accelerating the transition to net-zero emissions 
at the global level”. In September 2020, Oxford 
University published its “The Oxford Principles  
for Net Zero Aligned Carbon Offsetting”,3  
which strengthened the case for a transition  
to offsetting based increasingly upon removals.

Given the recognised need for all credible 
mitigation approaches to address the increasing 
need for urgency and scale, and the rising 
importance of increasing capacity for removals, 
clients should consider a portfolio approach to 
selecting a mix of project types which over time  
has an increasing proportion of removals.

4.6 Insetting
Insetting is a specific application of offsetting when 
emission reduction projects are sited within a 
corporate’s supply chain and sphere of influence.  
The focus on location-specific mitigation actions 
enables the corporate to gain multiple benefits,  
often delivering against both commercial  
and sustainability objectives. Carbon credits  
generated from insetting projects may be used  
for CarbonNeutral certifications only when they  
are generated in accordance with the Approved 
Carbon Credit Standards recognised in the 
CarbonNeutral Protocol (Technical Specification 
4.1.1), and are retired in publicly accessible registries.

4.7 Excluded emission reduction  
project types

Introduction
As Technical Specification 4.1 sets out, The 
CarbonNeutral Protocol supports carbon credits 
that meet the highest quality standards available in 
the market and excludes carbon credits that may fail 
to meet these standards. This guidance elaborates 
on those project types that are excluded.

Destruction of HFC-23 and  
N2O industrial gases

HFC-23
HFC-23 is an unwanted by-product in the manufacture 
of HCFC-22, a refrigerant and temporary substitute 
for CFCs. The destruction of HFC-23 in HCFC-22 plants 
in developing countries is eligible under the Clean 
Development Mechanism (CDM) and leads to the 
issuance of a large amount of credits due to the high 
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1 �Science Based Targets initiative, 2020, Towards a Science-Based Approach to Climate Neutrality in the Corporate Sector,  
https://sciencebasedtargets.org/resources/legacy/2019/10/Towards-a-science-based-approach-to-climate-neutrality-in-the-
corporate-sector-Draft-for-comments.pdf

2 �Science Based Targets initiative, 2020, Foundations for Science-Based Net-Zero Target Setting in the Corporate Sector,  
https://sciencebasedtargets.org/resources/files/foundations-for-net-zero-full-paper.pdf

3 �University of Oxford, 2020, The Oxford Principles for Net Zero Aligned Carbon Offsetting,  
https://www.smithschool.ox.ac.uk/publications/reports/Oxford-Offsetting-Principles-2020.pdf

https://sciencebasedtargets.org/resources/legacy/2019/10/Towards-a-science-based-approach-to-climate-neutrality-in-the-corporate-sector-Draft-for-comments.pdf
https://sciencebasedtargets.org/resources/legacy/2019/10/Towards-a-science-based-approach-to-climate-neutrality-in-the-corporate-sector-Draft-for-comments.pdf
https://sciencebasedtargets.org/resources/files/foundations-for-net-zero-full-paper.pdf
https://www.smithschool.ox.ac.uk/publications/reports/Oxford-Offsetting-Principles-2020.pdf
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GWP of such gases. As it is relatively cheap to install a 
destruction facility, HFC-23 destruction CDM projects 
may in some cases have created a perverse incentive 
structure to increase the production of HCFC-22 to 
earn money from destroying the resulting HFC-23. 
This perverse incentive undermines the Montreal 
Protocol on Substances that Deplete the Ozone 
Layer, an international treaty designed to protect  
the ozone layer by phasing out the production of 
numerous substances believed to be responsible  
for ozone depletion.

CDM crediting rules for HFC-23 projects were 
suspended in 2010 and made more stringent  
in 2011. The revised rules do not apply until projects 
have to renew their crediting period. This means that 
from 2012 until the end of the first crediting periods 
(seven years after a project started), over 240 million 
credits are estimated to be issued under the old rules. 
The European Union (EU) banned HFC-23 credits 
from use in the EU-ETS starting from April 2013.

N2O
N2O is also an unwanted by-product in two 
different industrial processes; the production of:

n �Adipic acid, usually turned into nylon 

n �Nitric acid, usually turned into fertiliser

In 2010, an independent study commissioned by CDM 
Watch provided evidence that the high profits from 
CDM N2O destruction projects at adipic acid facilities 
had led to carbon leakage. It was found that these 
projects had such high profit margins that a shift 
in production from non-CDM plants to CDM plants 
occurred. This carbon leakage caused an estimated 
increase in emissions of 13 million tonnes of CO2e.

This research has shown that nitric acid CDM projects 
do not generally cause carbon leakage. However, 
this project type is problematic for other reasons: 
N2O is normally an unwanted by-product of nitric 
acid production. Evidence suggests the existing CDM 
methodologies (AM0028 and AM0034) cause a perverse 

incentive not to adopt an already widely available 
technology that would minimise N2O formation because 
it is more lucrative for project developers to maximise 
N2O production so that it can then be destroyed to  
earn credits. The EU has banned N2O credits from  
use in the EU-ETS starting from April 2013. 

The CarbonNeutral Protocol recognises  
the concerns associated with HFC-23 and  
N2O industrial gas destruction projects,  
and excludes credits from these project types.

Large hydro
Hydropower is the largest source of renewable 
electricity globally. This has been made possible, 
in large part, by the cost-competitiveness of large 
hydro plants, which often represent lucrative well-
established investments. Despite their attractive 
economics, large hydro projects can have severe 
negative social and environmental impacts such 
as displacement of local populations, loss of 
livelihoods and cultural heritage, and degraded 
ecosystem services.

Concerns over the additionality and potential social 
and environmental impacts of large hydropower 
projects under the CDM have led to calls for 
reform, including restrictions on credits from 
such projects under the EU ETS and the potential 
elimination of large hydro from the CDM altogether 
(alongside industrial gas projects). 

The CarbonNeutral Protocol defines large  
hydro projects as those with generating capacities 
greater than or equal to 20MW. This is consistent 
with the requirements imposed under the EU ETS.

The CarbonNeutral Protocol recognises the 
concerns associated with large hydropower,  
and excludes credits from this project type,  
unless a qualified independent third party  
assures that a specific large hydropower project 
fulfils the World Commission on Dams (WCD) 
sustainability criteria or equivalent assessment 
introduced by the underlying carbon standard1.

1 �For example, in 2017, VCS (now Verra) consulted on the use of the Hydropower Sustainability Assessment Protocol as 
an alternative assessment tool with a view to setting guidance on the issue (see https://verra.org/call-for-public-input-
hydropowersustainability-assessments/)
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Fetzer Vineyards  
Reinforcing Brand Ethos of  
Environmentally Responsible Wine

Define: CarbonNeutral® company first certified  
in 2016

Measure: Total GHG emissions arising from 
owned, leased or directly controlled stationary and 
mobile sources that use fossil fuels and/or emit 
fugitive emissions; emissions from the generation 
of purchased electricity, heat, and cooling;  
and emissions from waste and business travel

Target: Driver: Working towards becoming  
a net positive company by 2030

Reduce: Fetzer Vineyards was the first winery in 
California to operate on 100% renewable energy 
and the first winery in the world to achieve TRUE 

Zero Waste certification. In 2017, the company was 
among 19 global recipients of a United Nations 
“Momentum for Change Award” for its climate-
smart practices. As one of the largest organic wine 
grape growers in North America, the company 
pursues regenerative practices in its vineyards  
and winery, and has invested in verified carbon 
projects to offset remaining emissions following 
internal efficiency measures. Offset project include 
landfill gas capture and reforestation projects in 
North America and wind power project in India 

Communicate: First certified CarbonNeutral  
U.S. wine company

The CarbonNeutral Protocol  |  January 2021 Case Study



Step 5: Communicate 
Technical Specification

5.1 Use of the CarbonNeutral  
Certification logo
Since The Protocol was first published in 2002, 
Natural Capital Partners has worked with clients 
of all sizes and across all sectors to advise and 
support them on best practice for communications 
of carbon neutrality. In addition to ensuring 
accuracy of claims, we encourage clients to 
ensure compliance with any regulations regarding 
marketing claims, and to make full use of The 
CarbonNeutral Certification Logo Guidelines and 
support we provide to leverage and amplify their 
climate action in communications to stakeholders. 

Upon successful completion of a CarbonNeutral 
certification, clients are licensed and encouraged  
to make use of the appropriate CarbonNeutral  
logo in their communications.

The logo is designed to enable companies  
with a CarbonNeutral certification to make  
a clear, transparent statement about their 
achievement. The accuracy and transparency  
of claims is important to protect and enhance  
the reputation of the certified business.  
Displaying the CarbonNeutral certification  
logo clearly demonstrates that a business has  
set and met a target for carbon neutrality.  
Such action is used to show leadership, 
differentiate from competitors, meet  
customer demand and engage stakeholders.

Logos are available for a variety of certifications 
including CarbonNeutral company, product, 
business travel, event, fleet, data centres  
and more, and in various languages upon request. 
Certification types are detailed in Table 1.

The CarbonNeutral Certification Logo Guidelines, 
which are sent to a client upon successful 
certification, govern the application of certification 
logos, providing clarity on how and where logos  
can be used as well as the statements that a 
certified company can make.

Key requirements:
n �To ensure no ambiguity about which company 

has achieved CarbonNeutral® certification,  
the certification logo can only be used by  
the licensee in their own communications  
and not those of their customers

n �The logo must match the certification achieved

n �Products or packaging may only carry a 
CarbonNeutral product or CarbonNeutral 
packaging logo respectively

n �As part of our quality assurance programme 
and to ensure consistent and accurate use of 
CarbonNeutral certification by all clients, all usage 
of the CarbonNeutral certification logo needs to 
be approved along with any written comments 
relating to a company’s CarbonNeutral claim or 
referring to Natural Capital Partners

n �The certification logo must not be edited  
or copied. If the certification logo is edited  
or changed in any way it will be invalid

n �If a certification logo is not used in accordance 
with these guidelines, Natural Capital Partners  
has the right to withdraw the logo license and 
request the removal of the CarbonNeutral logo

n �Entities must be aware that there are  
regulations governing marketing claims  
relating to environmental actions and third- 
party certifications in countries (for example,  
the U.S. Federal Trade Commission’s Green 
Guides and the UK’s Advertising Standards 
Agency or DEFRA’s Green Claims Guidance) and 
it is the responsibility of entities to ensure that 
their marketing and communications – including 
those relating to CarbonNeutral certification – 
are compliant with those regulations.
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5.2 Communicating  
CarbonNeutral certification
Guidance to businesses about how to give 
consistent, clear and accurate communications 
about CarbonNeutral programmes and how  
to maximise business value are licensed and 
provided to clients upon successful completion of  
a CarbonNeutral certification. Guidance comprises 
The CarbonNeutral Certification Logo Guidelines, 
additional materials and advice. For support in 
accessing these, certified clients should contact 
their Client Engagement Manager.

5.3 Communicating 100%  
Renewable Electricity
This guidance aims to clarify how  
CarbonNeutral certification relates to  
claims of 100% renewable electricity.

Claims of 100% renewable electricity are  
not within the scope of The CarbonNeutral  
Protocol and CarbonNeutral certifications. 

However, as set out in Technical Specification 
4.1.2 Approved EAC Standards, entities can  
purchase and retire EACs to zero-rate their  
market-based Scope 2 emissions under the 
provisions of GHG Protocol Scope 2 Guidance.  
This approach to linking energy consumed to 
renewable sources may support claims of 100% 
renewable electricity. Clients seeking to make  
such claims are encouraged to consult RE100  
and RECS International guidance.

We anticipate that definitions of 100%  
renewable electricity will be refined with  
time and application, and this guidance will be  
updated in subsequent revisions to the Protocol.

Further information can be found at:

n �RE100, 2020, 2020 Target Year  
Communications – Making Transparent Claims, 
https://www.there100.org/sites/re100/
files/2020-10/Making%20Transparent%20
RE100%20Claims%20-%20Members.pdf

n �RECS International, 2020, Maximising the reliability 
and impact of buying renewables: guidance for 
market participants, https://recs.org/app/uploads/
documents/Maximising-reliability-and-impact-
guidance_FINAL.pdf&file_type=documents
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Selco Solar Energy Access Project, India:  
Enhancing energy access for hundreds of 
thousands of rural households by providing 
solar lighting and renewable energy

carbonneutral.com

http://carbonneutral.com
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Reference Material 
Cross-compliance Tables

Cross-compliance tables summarise the major 
differences between The CarbonNeutral Protocol 
and other related national standards and guidelines 
for carbon neutrality, in the form of additional 
requirements of The Protocol relative to the other 
standards, and the additional requirements of  
the other standards relative to The Protocol.  
The documentation on the respective standards 
should be referred to for detailed information 
about the way in which requirements must be 
fulfilled, documented and verified. 

The requirements of the following standards  
and guidelines are considered from a cross-
compliance perspective:

n �PAS 2060:2014 Publicly Available Specification  
for the demonstration of carbon neutrality 
– Published April 2014

n �Australia’s National Carbon Offset Standard 
Carbon Neutral Program 
– Published May 2012, v5 - Nov 2017

To access the cross-compliance tables visit:  
www.carbonneutral.com/cross-compliance-tables
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