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 Recommendations: 
 ●  exclude carbon offsets from reporting under the GHG Protocol with the possible exception of 

 engineered carbon removals 
 ●  account for biomethane emissions with lifecycle assessment if reported 
 ●  require sufficient transparency if market instruments are used, including RECs 

 Carbon Offsets - should be excluded from the GHG Protocol 

 Research on the effectiveness of carbon offsets (a form of project-based crediting) has shown that 
 offset programs consistently and severely over-state their GHG emissions or carbon removals 
 benefits. Studies of the Clean Development Mechanism, the first major carbon offset program, have 
 found that the large majority of projects are non-additional (Haya 2010), and that only 2% of 
 projects are likely to be both additional and not over-credited (Cames et al. 2016). A study of all 
 major cookstoves offset methodologies estimates average over-crediting across the portfolio of 
 cookstoves offset projects to be around 6.3 times (fewer than than 1 in 6 credits represent real 
 climate benefits; Gill-Wiehl et al. 2023). Numerous studies of improved forest management offset 
 projects, with close to half of all offset credits from US-based projects, find significant over-crediting 
 from the methods used to determine baselines, account for leakage, and insure against reversal risk 
 (Haya et al. 2023). REDD+ (Reducing Emissions from Deforestation and (forest) Degradation), the 
 project type with the most voluntary carbon market credits globally, is also found to have 
 significantly over-credited due to non-conservative baselines, and to fail to ensure forest 
 communities are protected from harm (Guizar-Coutiño et al. 2022, West et al. 2020, West et al. 
 2023). 

 Poor quality across many offset project types is due to: (1) non-additionality - the crediting of 
 activities that would have occurred anyway, (2) carbon accounting methods - unconservative or 
 flexible carbon estimation rules that result in excess credits, (3) perverse incentives - incentives that 
 lead to increased emissions outside of project accounting boundaries, (4) impermanence for carbon 
 storage projects - methods for insuring against reversal risk that underestimate that risk, and (5) 
 inadequate social and environmental safeguards for projects with risk to vulnerable communities. 
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 Persistent and significant poor quality from offsetting programs can be traced to the fundamental 
 structure of offsets. While offset programs can avoid over-crediting theoretically, the high levels of 
 over-crediting that have been documented over two decades of “learning by doing” demonstrate that 
 the challenges are difficult to overcome. The difficulty derives from several fundamental features of 
 the offsets market: (1) Offsets are inherently uncertain because they estimate emissions reductions 
 against a counterfactual scenario that never happened and therefore cannot be measured. (2) This 
 uncertainty is deliberated by a set of market creators and participants that all benefit from the 
 generation of a larger quality of credits, and therefore from poor quality. Buyers of offsets seek low 
 cost credits; sellers want to sell more credits; third-party verifiers (auditors) hired directly by the 
 project developers want to be hired again; and the major offset registries which create the programs, 
 decide on their rules, and issue credits, are funded by fees on project registrations and credit 
 issuances and compete with one another for market share. (3) The market is buffered from criticism 
 by complexity. Assessing offset quality is inherently interdisciplinary, requiring deep understanding 
 of carbon accounting/cycling associated with the specific project type, sectoral trends, project 
 finance, and other factors affecting project development decisions and the counterfactual baseline. 
 (4) Nature-based solutions, which store carbon in biomass and soil and make up 41% of the global 
 offset market (see the  Voluntary Registry Offsets Database  ), can not be considered to “offset” fossil 
 fuel emissions, since they effectively move carbon from long-duration carbon storage into the 
 short-term carbon cycle. (5) We are in a poor quality loop. The over-crediting of offset projects, 
 some by manyfold, keeps offset prices too low to incentivize significant emissions reductions 
 without over-crediting. Even if some methodologies were to be rewritten so they are unlikely to 
 over-credit, developers may still choose methodologies that generate more credits, and buyers may 
 still buy lower priced credits. 

 If these credits were able to be used equally with direct emissions reductions in a company’s 
 inventory, this would make the GHG Protocol largely ineffective. Companies that reduce their scope 
 1 emissions would be able to make the same claims as a company that grows those emissions and 
 offsets them with poor quality offset credits. For the GHG Protocol to remain meaningful, offsets 
 purchase cannot be confused with direct emissions reductions through market-based accounting. 

 Various efforts are developing to rate offset quality, such as the Integrity Council on the Voluntary 
 Carbon Market (ICVCM). Given the depth and breadth of poor quality over twenty years of 
 offsetting by compliance and voluntary offset programs, the GHG Protocol should not base its 
 accounting on a program that relies on these efforts being successful. Once quality has been proven, 
 then market-based accounting can be reconsidered. 

 If offset purchases will be reported by the GHG protocol, it will be important that all forms of 
 beyond value chain mitigation should be treated similarly; offsets should not be prioritized in 
 disclosure over other forms of climate mitigation contributions. 
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 We suggest one exception to this exclusion. There is a growing understanding that we not only need 
 to dramatically and quickly reduce GHG emissions to zero, but we also need to permanently remove 
 carbon from the atmosphere. Engineered carbon removals are still costly, need piloting and 
 experience, and largely avoid the environmental integrity concerns described above. Engineered 
 removals should be allowed to be reported in a GHG inventory report, separately from scope 1 
 and/or scope 3 emissions, and can potentially be used to contribute to achieving a GHG target. 

 Biomethane - if included, should be accounted for with a lifecycle assessment 

 For biomethane purchases, which could use a certification/chain-of-custody model, we have two 
 comments (1) it will be important to assess lifecycle emissions such as the approach taken by 
 California’s Low Carbon Fuels Standard rather than a per unit of energy approach, like RECs, and 
 (2) additionality should be adequately assessed. 

 A lifecycle assessment (LCA) approach is needed because the climate benefits of biomethane 
 depend significantly on the biomethane source, the way the fuel is produced and transported, and 
 the counterfactual fate of the biomethane source if biomethane had not been produced. The general 
 consensus is that biomethane produced from waste methane that would have otherwise been 
 emitted to the atmosphere as methane is likely carbon neutral, and commonly carbon negative 
 (depending on system leakage rates). But biomethane produced from waste methane that would 
 have otherwise been destroyed and intentionally created biomethane are rarely carbon neutral, and 
 can be more carbon intensive than the fossil natural gas that it is replacing, increasing emissions. If 
 all biomethane were considered as carbon neutral, that would significantly overestimate emissions 
 reduction benefits from many sources of biomethane, and it would also fail to prioritize those 
 sources that have the greatest benefit. At worst, it can increase emissions such as with the use of 
 land-based biofuels that can accelerate deforestation through indirect land use change. An LCA 
 should include the lifecycle emissions from biomethane production (e.g., methane leaks; emissions 
 from trucking, fertilizer, or infrastructure development, such as digestate storage and upgrading 
 technologies used). In addition, methods should be developed to take the likely counterfactual 
 scenario into account given its impact on the LCA emissions. 

 The need for transparency when market-based accounting is used 

 The objective of the GHG Protocol is to develop internationally accepted greenhouse gas 
 accounting and reporting standards, and to promote their adoption to achieve a low emissions 
 economy worldwide. The GHG Protocol is the primary standard used by corporations when 
 reporting emissions and climate action, and is the basis for reporting frameworks deployed by other 
 prominent organizations, like the CDP and SBTi. As a result, the GHG Protocol Corporate 
 Standard directly impacts the public’s ability to discern corporate climate action and sets the 
 standard for the transparency and accuracy of emissions reporting. In the context of offsets and 
 RECs, transparency is critical for the public to understand the quality of the purchases made and 
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 their avoided/removed emissions. Not all RECs and offsets are made equal, and therefore, having 
 broad and optional reporting requirements clouds understanding of company climate impacts and 
 the effectiveness of climate mitigation actions related to additionality and emissions, among other 
 quality metrics. In the case of RECs, REC purchases can have very different benefits to renewable 
 energy production. Up front payments or long-term contracts generally are better able to support 
 renewable energy production than buying REC credits on the spot market from renewables that 
 were built many years prior. 

 When market–based approaches are used, the GHG Protocol should require the disclosure of the 
 information the public needs to understand corporate climate impacts and the effectiveness of 
 corporate climate actions. For example: 

 -  If offset purchases or other beyond value chain mitigation are reported under the GHG 
 protocol, it will be important that information needed to identify the specific activity (project 
 ID for offset credits and location/project name/etc. for non-offsets) be disclosed, along 
 with the calculations of any quantitative estimate of climate benefit so that an independent 
 party can reproduce those estimates and assess assumption choices. 

 -  Disclosures that could help the public understand REC purchase impact include: 
 -  Project identification 
 -  Project start date (when it came online) 
 -  Timing and length of the REC contract 

 Through the omission of these details, the GHG Protocol standard effectively treats all credits and 
 certificates as equal and the public cannot discern the quality of emission reducing purchases. More 
 than 90% of corporations using the CDP use the Project’s Climate Change Report to report their 
 annual climate risks, targets, emissions, and purchases among other disclosures. The CDP’s Climate 
 Change Report is principled in the GHG Protocol Corporate Standard, and therefore, mirrors its 
 requirements. Currently, the key requirements outlined above for offsets and RECs are largely 
 optional that may be disclosed within broad general comment fields provided. 

 In the case of biomethane purchases, although their disclosure is not required, it is important to 
 reiterate the importance of using a life cycle assessment (LCA) to inform purchasing decisions. An 
 LCA should include the lifecycle emissions from biomethane production (e.g., methane leaks; 
 emissions from trucking, fertilizer, or infrastructure development, such as digestate storage and 
 upgrading technologies used). In addition, methods should be developed to take the likely 
 counterfactual scenario into account given its impact on the LCA emissions. As with offsets and 
 RECs, not all biomethane purchases are equal, and depending on the leakage rate and digestate 
 storage type, for instance, biomethane can even be considered carbon positive. By using an LCA and 
 considering the counterfactual scenario of sourced biomethane, organizations will be able to 
 transparently discern the carbon intensity of their biomethane purchases with confidence. These 
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 methods should either be disclosed as a part of the GHG Protocol accounting standard or per 
 biomethane purchase. 

 Thank you for the opportunity to provide this input. 

 Barbara Haya, PhD 
 Director, Berkeley Carbon Trading Project 
 Goldman School of Public Policy 
 University of California, Berkeley 
 bhaya@berkeley.edu 

 Michael Dorosz 
 Graduate Student Researcher, Berkeley Carbon Trading Project 
 Goldman School of Public Policy 
 University of California, Berkeley 
 dorosz@berkeley.edu 
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