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Comments on ISO TC207/WG5 N70 ISO/WD 14064-1.1, January 13, 2003

Despite previous reassurances from members of the ISO TC207 international secretariat, we are disappointed to see that ISO has not used the Greenhouse Gas Protocol Corporate Accounting & Reporting Standards as a foundation for their work on GHG accounting. While the draft (N70) borrows heavily (without reference or acknowledgement) from the text of the Greenhouse Gas Protocol: a Corporate Accounting & Reporting Standard, it does so selectively. This piece-meal approach risks compromising the integrity of ISO's effort, as well as its consistency with the internationally accepted GHG Protocol standards. 

Unless ISO has compelling reasons to the contrary, we recommend making the entity standards consistent with the GHG Protocol corporate standards. These standards are the tried and tested product of an international multi-stakeholder consensus process conducted over a four-year period. They have been extensively reviewed and road tested by numerous companies and other stakeholders and is used by numerous businesses, NGO's, governments, and accounting organizations around the globe. It is has also been used as the accounting and reporting building blocks of numerous climate initiatives, including state, national, and international registries, GHG trading schemes, industry sector initiatives, and voluntary government and NGO GHG reduction initiatives. If ISO develops new approaches to GHG accounting it will create confusion, increase the business transaction costs of conducting a GHG inventory, and contribute to dis-harmonization in GHG accounting practices.

The GHG Protocol Initiative is preparing a second edition of the corporate standards in response to an extensive structured feedback process. There will be no major changes to the standards - but additional guidance will be provided on the implementation of the standards, as well as new guidance on the linkage between project accounting and corporate accounting, setting GHG reduction targets, and accounting for biological sinks. In the spirit of sharing our learnings with ISO, we have deliberately included several ISO participants in the corporate standards Revision Working Group, as well as other on-going sub-groups. The new GHG Protocol project accounting and reporting standards will also be available for road testing in the next few months. 

Unfortunately, we did not have sufficient time to review all aspects of the draft. However, the comments provided below, which primarily focus on entity accounting and reporting, include some examples of where N70 is inconsistent with the GHG Protocol standards. As we are still developing the project standards we have refrained from providing detailed feedback on this part of ISO’s work. However, our overall impression of the project standards is that they almost exclusively focus on "what'' rather than the "how." For example, 7.5.2.2 states there are 4 types of baselines, but no guidance is offered on how to select the most appropriate; for leakage it requires this be identified and monitored, but offers no guidance on how. Setting a reference case (baseline) and addressing leakage are two of the most challenging issues associated with quantifying GHG reduction projects and must be addressed more fully, if ISO is to achieve its goals of consistency and standardization. To this end we encourage ISO to build on the forthcoming GHG Protocol's project standard, even if this means putting the project standard on the back burner, relative to the entity and verification elements of the standard.
General Comments Focused on Entity Accounting & Reporting 

1. We noted that early ISO communications referred to the UK ETS Protocol, the French REGES
 Protocol and the California Climate Action Registry. We would like to point out that these are not competing standards or accounting approaches. All these efforts build on, and are compatible with the GHG Protocol corporate standards. 

2. Use of GHG Protocol's 3 scopes - these are well established and used by many companies and climate initiatives. We encourage ISO to retain these concepts for the purposes of GHG reporting. In particular, we recommend that at a minimum, entities be required to report absolute direct emissions (scope 1) and indirect emissions from the generation of purchased electricity, heat or steam (scope 2). The latter is a major source of reduction for most companies and can be easily measured (GHG Protocol provides user-friendly calculation tools for this purpose at www.ghgprotocol.org). Furthermore, it is important that the accounting standards be designed to create incentives for companies to understand, manage, and reduce their full spectrum of GHG impacts. The omission of scope 2 emissions in GHG reports will be a significant dilution of the GHG Protocol standards and current best practice. The GHG Protocol scopes (scope 1 – direct emissions, and scope 2 – indirect GHGs from the generation of purchased electricity) have been carefully designed to address "double counting" concerns by ensuring that two different entities cannot report the same emissions in the same scope. In other words, there can never be double counting within the same scopes between different companies, providing they use the control or equity share consolidation approach consistently. This serves an important need in term of using the standards in systems where double counting of emissions and emissions reductions would be unacceptable (e.g. GHG trading schemes). 

3. GHG Protocol definitions of direct and indirect emissions. These are key definitions that are well established in the GHG accounting world. To avoid confusion, we recommend ISO adopt the GHG Protocol definitions: 
Direct GHG emissions are emissions from sources that are owned or controlled by the reporting company, e.g. emissions from factory stacks, manufacturing processes and vents, and from company-owned/controlled vehicles.

Indirect GHG emissions are emissions that are a consequence of the activities of the reporting company, but occur from sources owned or controlled by another company, e.g. emissions from the production of purchased electricity, contract manufacturing, employee travel on scheduled flights, and emissions occurring during the product use phase.

The definitions used by ISO that incorporate the term "facility boundaries" might not be inconsistent with GHG Protocol’s definitions, depending on how “facility” is ultimately defined. However, the use of the term  "source" is more relevant, and will help avoid confusion for some types of sources that are not tied to facilities, such as mobile combustion, or where a facility is not readily definable or relevant. 

The ISO draft introduces many new terms that risk creating confusion among existing and new GHG accounting practitioners. For example, the draft refers in places to "facility boundaries," "removal boundaries," "calculation boundaries." "physical boundaries," "temporal boundaries, " "emissions boundaries", etc. The two key boundary issues in relation to entity GHG accounting and reporting are: organizational (which defines the sources that are under the direct ownership or control of the reporting entity and therefore the direct emissions/removals) and operational (which defines the various types of indirect emissions to be included in the inventory). We encourage ISO to develop consistent approaches with GHG Protocol in regard to defining entity accounting and reporting boundaries. The current draft is neither consistent with GHG Protocol, nor with itself (inconsistencies within the draft) on its approach to boundaries.  

4. Unless we have misunderstood, 10.1.5 on reporting indicators - the draft may be evolving in a way that would fall short of requiring public reporting absolute GHG emissions at an entity level, on a gas by gas basis ("where possible the GHG report shall/should use absolute indicators"). If ISO allows the reporting of ratio (normalized) indicators, without requiring the reporting of absolute emissions, it will seriously undermine GHG Protocol and be unacceptable to many stakeholders.
5. The draft overly emphasizes "facilities."  The focus should be on entity wide GHG accounting and reporting. While an entity might begin its inventory effort by focusing on a single facility or country, the end game should be on developing a complete inventory of all facilities, even if this is occurs by a gradual process over time. Thus ISO should explicitly discourage organizations from reporting on selective facilities. Of course information will need to reported at the facility level for some GHG reporting objectives (e.g. regulatory), but the primary focus should be providing standards on entity wide accounting and reporting. Just as in financial reporting it would be unacceptable to provide a partial snapshot of the total financial accounts, a complete picture is required of an entity’s GHG footprint. 

6. In general the document needs to better clarify the distinction between GHG measurement/calculation, accounting and GHG reporting. 

Specifics
Principles
There is redundancy among the current list of principles and we recommend consolidating to the 5 principles included in GHG Protocol (chapter 1). For example, transparency and audibility can be collapsed as well as consistency and comparability (which seem to be saying the same thing anyway). Neutrality is a higher level principle (like fair and unbiased representation) - that all the other principles are trying to achieve. 

5.2 Relationship between Entity/Facility/Project

We suggest deleting "Facility" from the heading. The ISO standard is not focused on facility reporting but rather on "entity" reporting (see above comment). Facility reporting is primarily a consolidation issue. The focus of this section should instead be on the linkages between project and entity accounting –particularly in regard to ensuring transparency in terms of how internal versus external project reductions are presented in the entity’s public report. There are many other issues that also need to be addressed in this section. On a minor note, it is important (in accord with the transparency principle) to indicate that entities "shall" rather than "may" report on the sale/transfer of emissions reductions - since if these are used by another entity to meet a GHG target (voluntary or mandatory) - they should not also be counted towards the target of the entity selling them. This needs to be transparent in the public GHG report. 

6.1.1 Wholly owned facilities 

Emissions/removals are not measured at the facility level - they are measured at the source level. They may be accounted at the facility level during the consolidation process, but this is different from measuring/calculating, which is always takes place at the source level.

6.1.2 Partially owned facilities

This is inconsistent with section 9.1, which refers to "control" and "equity share" rather than "applicable policy & regulatory requirements and or financial liability."

6.2.2 Indirect emissions

This section seems to be suggesting that facilities have to measure or estimate all indirect emissions that are a consequence of the facilities activities - this will be a major task for any facility since the realm of indirect emissions is potentially enormous. The GHG Protocol required measurement and reporting of indirects from purchased electricity, but made other indirects optional. I think you will need to revise this and make it more restrictive otherwise you are in effect calling for fall blown life cycle GHG accounting for facility activities.  

6.2.3 Deminimus exclusions

The draft does not specify what "total emissions/removal" is referring to - does this include direct and indirect for example? It is probably sensible to avoid prescribing a single generic deminimus threshold, since an inventory will be designed to meet many GHG reporting objectives. Instead, entities should make this choice based on their reporting objectives or in accord with the rules set out in specific climate initiatives. If a deminimus is used this must be made transparent in the public report along with the justification. Inappropriate applications of materiality would in any case be a violation of the completeness and accuracy principles and be highlighted by a verifier. Consider that the Chicago Climate Exchange requires a 1% per annum GHG reduction and the 1% deminimus threshold suddenly looks big in comparison.

6.3.2 Recalculation

This states what to address in a "recalculation policy," but is silent on how to recalculate. Thus companies will inevitably make their own decisions - this is not harmonization and violates the consistency/comparability principles. See chapter 6 GHG Protocol for standards on the "how".

6.4.1.2 Measurement & Estimation Methodologies

Refer to the GHG Protocol calculation tools available at www.ghgprotocol.org. Some of these have been developed in partnership with leading industry associations (e.g. cement, Aluminum, pulp and paper) and represent current best practice. We advise ISO not to reinvent the wheel by developing more calculation tools. 

9.1 Consolidating Facility Level Calculations

The control and equity share approaches to consolidation are consistent with GHG Protocol. However, the control method of consolidation is not adequately described or explained (please refer to GHG Protocol chapter 3 for more specific guidance). As written it is subject to much interpretation, which will lead to divergence in practices. 

10.1.7 Consolidation
It is not clear whether reporting for both control and equity is required or whether one would be suffice. Also, requiring facility level reporting of emissions may present confidentiality concerns for some companies. 

World Resources Institute








� The REGES protocol is inconsistent with GHG Protocol in one important aspect in that it permits companies to report net scope one emissions (exclusive of exported electricity). 
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