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Climate Active Carbon Neutral Standard for Products & Services

Overview and principles

1.1  Introduction

Australians allhave arole to play in protecting our unique and fragile environment.

As the world moves towards alow carbon future, the business case for being Climate
Activeis clearasameans to help generate revenue, reduce costs and meet stakeholder
expectations. Leading organisations are choosing to reduce their climate impact to zero by

becoming carbon neutral.

Carbon neutral means reducing emissions where possible and compensating for the
remainder by investingin carbon offset projects to achieve net zero overall emissions (Figure
1). Offsets are generated from an activity that prevents, reduces or removes greenhouse gas

emissions from being released into the atmosphere.

The Climate Active Carbon Neutral Standard for Products & Services (Product & Service
Standard)is avoluntary standard to manage greenhouse gas emissions and to achieve
carbon neutrality. It provides best-practice guidance on how to measure, reduce, offset,
validate and report emissions that occur as aresult of aproduct or service being created,

used and disposed.

The Product & Service Standard has been designed to accommodate a wide variety of
products and servicesin Australia. From construction products, consumable items such as
wine, to services such as flights and accommodation, the Product & Service Standard can be

usedtoachieve carbon neutrality and showcase climate leadership.

The Product & Service Standard can be used inanumber of ways. It can be used to better
understand and manage carbon emissions, to credibly claim carbon neutrality and to seek

carbon neutral certification.

For products or services certified by the Australian Government (Section 3), the Climate
Active Carbon Neutral Certification Trade Mark (the certification trade mark) is available for
use. The trade mark provides at-a-glance proof to clients and stakeholders that a business is

committed to credible, low emissions operations.

What does it mean

to be carbon neutral.

Reduce

Emissions Remaining
emissions

Figure 1: The process of carbon neutrality
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Offset projects
to eliminate
remaining emissions

1 Overview and principles

Zero emissions
(The state of being
carbon neutral)
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1.2 Development of the Product & Service Standard

The National Carbon Offset Standard and Carbon Neutral Program were launched by the
Australian Governmentin 2010 to provide a credible framework for managing emissions and
achieving carbon neutrality. It was first designed for organisations, products and services

and expanded to events, buildings and precincts in 2017 (Box1). The initiative was rebranded

under the Climate Active namein 2019.

Climate Active is Australia’s collective initiative for
climate action. Driven by members and activated by
consumers, itis the only Government backed program to
enable alllevels of Australian society to work together to
reduce carbon emissions. Furtherinformationis available

atwww.climateactive.org.au.

The Products & Services Standard is developed and

administered by the Australian Government Department

of the Environment and Energy.

Box 1: Categories of the Climate

Active Carbon Neutral Standard

« Climate Active Carbon Neutral

Standard for Organisations

« Climate Active Carbon Neutral
Standard for Products &

Services

« Climate Active Carbon Neutral

Standard for Events

« Climate Active Carbon Neutral
Standard for Buildings

« Climate Active Carbon Neutral

Standard for Precincts

Please contact the Department
early to confirm the appropriate

choice of certification category.

1 Overview and principles

1.3 Core Principles

The Product & Service Standard is based oninternational standards and tailored to the
Australian context. The Australian and international standards that form the basis for the

Product & Service Standard are listed in Section 4: References.

The requirements of the Product & Service Standard (Section 2) are underpinned by carbon

accounting and offsetsintegrity principles.

1.3.1 Carbon accounting principles

The following principles are considered best practice when calculating a carbon account.
If seeking to claim carbon neutrality against the Products & Services Standard, the carbon

account of aproduct or service must be calculated according to these principles:

o Relevance: ensure the greenhouse gas inventory of aproduct or service appropriately
reflects the greenhouse gas emissions attributable to that product or service and serves

the decision-making needs of users - both internal and external.

o Completeness:accountforandreportall greenhouse gas emissions sources and
activities within the defined life cycle boundary of the product or service. Disclose

and justify all exclusions.

o Consistency: use consistent methodologies to allow for meaningful comparisons
of greenhouse gas emissions over time. Transparently documentany changes

to the data, boundary, methods or any otherrelevant factorsin the time series.

o Transparency:compile, analyse and document greenhouse gas information clearly
and coherently so that auditors and the public may evaluate its credibility. Disclose
any relevant assumptions and make appropriate references to the calculation

methodologies and data sources used.

e Accuracy: ensure the quantification of greenhouse gas emissionsis unbiased
(not systematically over orunder actual emissions) and uncertainties are reduced as
faras practicable. Achieve sufficientaccuracy to enable users to make decisions with
reasonable assurance as to the integrity of the reported information. Where uncertainty

is high, use conservative values and assumptions.

These principles are based on those outlined in the GHG Protocol - Corporate Standard
(WBCSD and WRI, 2004) and international standards, including the AS1SO 14064 and ISO 14040

series (listed in Section 4: References).



Climate Active Carbon Neutral Standard for Products & Services

1.3.2 Offsetsintegrity principles

Products and services can use offset units to support their emissions management activities.
For example, products or services seeking to become carbon neutral can use eligible of fset
units to compensate for emissions that cannot be completely reduced through energy

efficiency, the procurement of renewable energy or supply chain management.

The purchase of offset units supports projects that reduce or remove emissions from the
atmosphere, such as throughreforestation, renewable energy or energy efficiency. Many of
these projects also deliver other environmental, social and economic benefits; for example,
improved water quality, increased biodiversity and increased Indigenous employment.
Organisations often seek offset projects that provide these benefits to align with their

organisational or corporate values.

The projects and offset units are verified by independent auditors through internationally
recognised standards. These standards ensure the projects are implemented, runand
managed properly and the credits they generate representreal and actual emissions

sequestered or avoided.

The Departmentreviews the credibility of publicly

available offset units. Only offset units that have

1 Overview and principles

Foraunitto beeligible foruse under the Product & Service Standard it must meet the

following requirements:

Additional: it must resultin emissions reductions that are unlikely to occurinthe ordinary
course of events, including due to any existing commitment or target publicly agreed
by the entity responsible forissuing the units. It mustrepresent abatement that has not

been double counted.

Permanent: it mustrepresent permanentreductionsin greenhouse gas emissions. Inthe
case of sinks, thisrequires that the carbon storedis sequestered and will not be released
into the atmosphere fora period of 100 years. Where a period of less than100 years is

applied to sequestration units, an appropriate discount must be applied.

Measurable: methods used to quantify the amount of emissions reductions generated

must be supported by clear and convincing evidence.

Transparent: consumers and otherinterested stakeholders must have access
toinformation about the offset project that generated the abatement, including the

applied methodology and project- monitoring arrangements.

Address leakage: the systemresponsible for generating the offset unit must provide
deductions for any materialincreasesin emissions elsewhere which nullify or reduce

the abatement that would otherwise be represented by the offset unit.

One offset unit iS met the integrity principles below are eligible for
issued for each tonne useinacarbonneutral claimagainst the Product
of emissions avoided & Service Standard.

or removed from
the atmosphere.

Independently audited: the circumstances responsible for the generation of the unit
must be verified by anindependent, appropriately qualified third party and not found

tobeincontradiction with these integrity principles.

The integrity principles are based on the offsets Registered: the offset unit must be listed and tracked in a publicly transparent registry.

integrity framework for Australian Carbon Credit
Units (ACCUs) as set outinthe Carbon Credits
(Carbon Farming Initiative) Act 2011. The offsets
integrity principles ensure any unit used to offset
emissions as part of acarbon neutral claim against
the Product & Service Standard represents a

genuine and credible emissions reduction.

The Departmentuses adecision framework based on the offsetsintegrity principles to
determine the eligibility of offset units under the Product & Service Standard. A list of offset
units that have met the integrity principles and are eligible for use under the standard is

provided in Appendix A: Eligible offset units.

Appendix A may be updated as new information or different offset units become available.

This may resultin the addition of new offset units or the removal of existing ones.
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1.4 Using the Product & Service Standard

The Product & Service Standardis avoluntary standard and can be usedinanumber of

ways. Firstly, it can be used to betterunderstand and manage the greenhouse gas emissions

that occur as aresult of the life cycle of a product
orservice. This can be achieved by following the
best-practice guidance provided in Section 2
onarange of topics, including how to measure,
reduce, offset, validate and report emissions.
Secondly,itcanbe used as aframework to credibly
claim carbon neutrality by following all of the
requirements outlinedin Section 2. Thirdly, it can be
used as a pathway to be certified as carbon neutral
by the Australian Government. This can be done by

following the steps providedin Section 3.

The Department may issue minor policy and
accounting updates or other clarifications to
the Products & Services Standard from time
totime. The Products & Services Standard
must be applied and used consistently with all
such guidance material whichis published at

www.environment.gov.au/carbon-neutral.

1.4.1 Making carbon neutral claims

When making a carbon neutral claim against the
Product & Service Standard (Box 2), the responsible
entity must be mindful of its obligations under
Australian Consumer Law. Australian Consumer
Law applies to all forms of marketing, including
claims on packaging, labellingand in advertising
and promotions across all media (print, TV, radio

andinternet).

Consumers andinvestors are entitled torely
onany carbon neutral claim made inreference
to the Product & Service Standard and expect
these claims to be truthful. The responsible
entity mustensure any claim made regarding
compliance with the standardis accurate and

appropriately substantiated.

Box 2: Carbon neutral claims against

the Product & Service Standard

Where the Product & Service Standard is
being used as the basis for a claim of carbon
neutrality, the user must fully disclose and
provide transparency as to the actions
behind the carbon neutral claim. This
allows the public to develop aninformed
opinion on the validity of the claim. The
requirements detailed in Sections 2.2-2.7
must be followed, regardless of whether

ornot the claimis certified.

Certification of carbon neutral claims
can be sought through the Australian

Government as describedin Section 3.

Important:

The certification trade mark can
only be used when certification
has been granted by the

Department (Section 3).

A product or service that
declares carbon neutrality
against the Product & Service
Standard, butis not certified,
isnot considered to be carbon
neutral for the purpose of
accounting for emissions from
carbon neutral supply chains

(discussedin Section 2.3.5).

1 Overview and principles

1.4.2 Carbon neutral certification

Carbon neutral certification against the Product & Service Standard can be sought by
applying to the Department (Section 3). Australian Government certification allows for the
use of the certification trade mark, which can be used to showcase the product or service’s

carbon neutrality.

Organisations considering carbon neutral certification fora product or service should
contact the Department early to confirm their appropriate choice of certification category
(organisation, products and services, buildings, precincts or events). The Department retains

theright to determine the certification category foran application.

1.4.3 Use of the certification trade mark

The Climate Active Carbon Neutral Certification Trade Mark (the certification trade mark)
can be usedunderlicence toshow a carbon neutral product or service complies with the

Product & Service Standard.

The certification trade markis only available to entities that are certified by the Australian
Government and have executed a Certification Trade Mark Licence (licence agreement)
with the Department. The certification trade markis not available for products and services

that self-declare against the Product & Service Standard.

The certification trade mark can only be used in direct relationship with the category of
certification. For example, an organisation retailing products and services cannot use the
certification trade mark on marketing for those products and services orinany other way
that suggests the certified claim of carbon neutrality applies to the products or services
(unless the products or services are individually certified against the Climate Active Carbon

Neutral Standard for Products & Services).
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Requirements
of the product &
service standard

2.1 Contextfor the requirements

Therequirements of the Product & Service Standard are written from the perspective of
areaderwhois seeking to achieve carbon neutrality. Where a product or service chooses

to claim carbon neutrality, the standard must be applied consistently and fully.

Throughout the document, the term ‘must’ is used to signify whatisrequired to make a
carbonneutral claiminaccordance with the Product & Service Standard. The terms ‘can’

or ‘may’ are used where

the responsible entity can apply its own discretion and choose from several options,
all of which are acceptable under the standard. The term ‘should’ is used to indicate

arecommendation by the Department, inline with best practice.

Theresponsible entity is the person or organisation that has taken responsibility for making

acarbonneutral claim or seeking carbon neutral certification. The responsible entity should

be clearly identified and must be able to meet the requirements of the Product & Service
Standard, including carbon accounting, regular reporting and purchasing of offset units

as required to make the carbon neutral claim.

The Product & Service Standard only covers greenhouse gas emissions. Other environmental

impacts of the product or service donot need to be assessed for the purpose of the standard.

2 Requirements of the product & service standard

2.2 Achieving and maintaining carbon neutrality

To achieve and maintain a valid and credible carbon neutral claim against the

Product & Service Standard, the responsible entity must:

Calculate emissions (Section 2.3)

Develop and implement an emissions reduction strategy (Section 2.4)
Purchase offsets to compensate for remaining emissions (Section 2.5)
Arrange independent validation (Section 2.6)

Publish a public statement of the carbon neutral claim (Section 2.7)

Reduce

Figure 2: The cycle of activities for carbon neutral claims

]
-]

Akeyelement of acarbonneutral claim for products and services is the confidence of
consumers, customers and other stakeholdersin the validity of the claim. The requirements
of the Product & Service Standard have been designed to provide these stakeholders with

transparentinformation on the actions taken to achieve carbon neutral status.

Each of the stages above (Figure 2) must be completed annually (with the exception of the

independent validation) to support the validity and transparency of the carbon neutral claim.

Sections 2.3-2.7 describe the requirements of the Product & Service Standard and provide

guidance on how to meet those requirements to achieve carbon neutrality.

Certification against the Product & Service Standard can be sought through the Department

(Section 3).
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2.3 MEASURE: Prepare carbon account 2.3.1 Step 1: Establish the emissions boundary

Preparing a carbon account involves the following steps: Defining the emissions boundaryis the first stepin the carbon accounting process. The
emissions boundary refers to the coverage and extent of the carbon account. The boundary
is established using a set of criteria to identify emissions sources and decide which of the

identified sources are to beincluded or excluded.

The key principle governing the emissions boundary of a product or service is that it must
Step1 : 1 include all attributable processes - these are processes directly connected to the product

. - orservice andits ability to performits function.
Establish the emissions yop

boundary. . . .
v To establish an emissions boundary of a product or service:

* 1. Defineafunctionalunit.

Step 2

Setabase year. l #

- 2. Identify the attributable processes along the life cycle of aproduct or service.
. 3. Group the attributable processesinto life cycle stages.
Step 3 r 4. I|dentify the service, material and energy flows needed for each attributable process.
'_
I‘ -

5. lllustrate the product or service's life cycle processes through a process map.

|
Collect dataonidentified “ il 1
emissions sources. - t . u
_ s The product or service’'s emissions boundary must be transparently documented

; and disclosed.
el | Step 4
-ﬁ' Calculate the total carbon account Chapter 7 of the GHG Protocol - Product Standard (WBCSD and WRI, 2011b) details the
N |
| p

attributable to the product or service. methodology for establishing an emissions boundary based on the life cycle of a product

—= 1 - or service, and should be used by the responsible entity for more detailed guidance.

Functional Unit

Afunctionalunitis a quantifiable reference unit which should describe the function, duration

and quality parameters of a product or service and its associated greenhouse gas emissions.

The responsible entity may choose to prepare its own carbon account, or may Defining the unit of analysis for a product or service assistsin normalising input and output
engage a consultant to prepare the carbon account or to provide technical advice. dataand determining the emissions boundary. For services, the appropriate reporting unit
The Department maintains a register of consultants with relevant expertise at may be established either on the basis of time or event.

www.environment.gov.au/carbon-neutral.
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Life Cycle Assessment

A cradle-to-grave life cycle assessment considers the entire life cycle of a product or
service, fromraw material extraction and acquisition, through to energy and material

production and manufacturing, to use and end of life treatmentand disposal.

If the function of the final productis not known, or there are significant barriers to
collecting data, a cradle-to-gate boundary can be defined. Cradle-to-gate is a partial life
cycleinventory, including all emissions and removals from material acquisition through to
when the product leaves the responsible entity’s gate (typically immediately following its
production) and excluding final product use and end-of-life. If a cradle-to-gate boundary

is defined, responsible entities must disclose thisin the public report.

Attributable processes

Attributable processes are defined by the GHG Protocol - Product Standard (WBCSD and
WRI, 2011b) as service, material and energy flows that become the product, make the product

and carry the product throughits life cycle.

All attributable processes (irrespective of scope) must be included in the emissions

boundary of the product or service unless they fulfil all the conditions for exclusion.

Scopes of emissions

Attributable processes often cut across multiple direct and indirect emissions due to
the complex nature of supply chains. To help delineate between direct and indirect
emissions sources, emissionsincluded within the emissions boundary may be classified
into the following scopes (adapted from the GHG Protocol - Corporate Standard
(WBCSD and WRI,2004)):

Scopelemissionsinclude all direct greenhouse gas emissions from sources that
are within the responsible entity’s operational control. These could be emissions

from fueluse, refrigerants and on-site electricity generation.

Scope 2 emissionsinclude purchased electricity, heat, cooling and steam (i.e. energy
produced outside the responsible entity’'s operational control but used by the

responsible entity).

Scope 3emissions are allindirect emissions that occur as aresult of the attributable
processes of the product or service, but occur from sources outside the responsible

entity’'s operational control.

2 Requirements of the product & service standard

Exclusion conditions

Attributable processes must be quantified unless justification can be provided to

demonstrate that all of the following Exclusion conditions are true:

A data gap exists because primary or secondary data cannot be collected.
Extrapolated and proxy data cannot be determined to fill the data gap.

An estimation determines the emissions from the process to be not material.

Where emissions from attributable processes are estimated to be material, but data

and proxy data gaps exist, see Section 2.3.4 for guidance on calculation methods.
Adatamanagement plan should otherwise be developed to outline how more rigorous
quantification can be achieved within areasonable timeframe. This could include setting
in place appropriate data collection processes and negotiating with stakeholders who

have access to accurate data.

Where an emissions source is excluded, the exclusion must be clearly stated and justified
against the exclusion conditions outlined above. A disclosure statement, including the
reason and justification for any exclusions, must be published as part of the public report

(Section 2.7).

Materiality

An emissions source that constitutes1per cent or more of the carbon accountis considered

to be materialunder the Product & Service Standard.

If an emissions source (from an attributable process) is estimated to be material, it must be

included within the emissions boundary.

Emissions sources estimated to constitute less thaniper cent of the total carbonaccount
can be non-quantified in the carbon account (butincluded in the emissions boundary),

provided the other conditions for exclusion are met.

Inapplying the 1 per cent materiality threshold across all emissions sources, the total

amount of emissions excluded must not exceed 5 per cent of the total carbon account.

To estimate materiality of emissions sources, tools based oninput-output analysis can

be useful.
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Responsible entities are encouraged to include, measure and reportas many emissions
sources as possible, regardless of an emissions source’s materiality. Data for emissions
sources that are deemed asimmaterial (contributing less than1per cent to the carbon
account) may still be includedin the carbon account. The following methods can be used

if primary data cannot be sourced:

taking aninitial measurement as a basis for projecting emissions for future years

of that source; or

estimating and projecting an emissions source.

Non-attributable processes

Non-attributable processes are defined by the GHG Protocol - Product Standard (WBCSD
and WRI, 2011b) as services, materials, and energy flows which are not directly connected
to the studied product or service duringits lifecycle because they do not become the
product or service, make the product or service, or directly carry the product or service

throughitslife cycle.

The responsible entity establishing the emissions boundary should consider disclosing any
non-attributable processes. If non-attributable processes are seenasimportant by users
of products and services, or by the responsible entity’s stakeholders more broadly, their

exclusion from the emission boundary must be disclosed and justified in the publicreport.

The best way to document the emissions boundaryisviaaprocess map thatillustrates
the services, materials and energy needed to move a product throughiits lifecycle (figure 3).

The process map should also show non-attributable and/or excluded processes.

Upstream Scopeland 2 Downstream
scope 3 emissions emissions scope 3 emissions

Material

PRODUCT A + p?':?:ri;::‘:::i:g + Production + Di&s;:i‘::g:n’ Use * End-of-life

Figure 3. The relationship between different emission scopes across a
product’s life cycle. Figure taken from GHG Protocol - Product Standard
(WBCSD and WRI, 2011b).

2 Requirements of the product & service standard

2.3.2 Step 2: Setabase year

According to the principle of consistency (Section1.3.1), the carbon account must allow
for meaningful comparison of emissions over time. A base year provides a starting point

for these emission comparisons.

The responsible entity must collect data to calculate the carbonaccount of a productor
service forafull calendar or financial year before a carbon neutral claim can be made. This
isknown as the base year. The base year carbonaccount must be independently validated

(Section 2.6).

To establish abase year, the mostrecentyear for which verifiable carbon emissions data are
available should be selected. Where no relevant data exists or where data does not provide
ameaningful comparison, base year data can be estimated or projected. Any estimated data

must be representative.

2.3.3 Step 3: Collect data onidentified emissions sources

Once theresponsible entity has established the emissions boundary and catalogued the
emissions sources, it must identify the type of data available for different emissions sources,

pbearing in mind the emissions calculations thatit will need to undertake (Section 2.3.4).

Measured data should be used whenever possible, with conservative estimates used only
where datais unavailable. For example, operational energy data should be obtained from
energy meters such as electricity and gas meters (from utility bills). Where estimates are
used, they must be appropriately justified with respect to data availability and the relative

size and nature of the estimated emission source.

Data management and record keeping

The quality of datais key to the integrity of a carbon account. Quality control practices must

beinplace when collecting data to ensure a high level of data quality.

The responsible entity must maintain appropriate records for an audit trail of how the carbon
accountwas created. Records should be kept for sevenyears after the end of the carbon
neutral period. Forresponsible entities seeking certification against the Products & Services

Standard, records must be kept for the period of time specified in the licence agreement.
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2.3.4 Step 4: Calculate the carbon account

Theresponsible entity must calculate greenhouse gas emissions attributable to the
product or service unless the source isidentified as excluded (Section 2.3.1). Emissions
sources should be catalogued in such away that allows themto be traced back to their

placeinthe process map.

The carbonaccount should be set out to allow for easy interpretation. The calculation

methods and the emission factors used must be disclosed clearly and completely.

Types of greenhouse gas emissions

The carbon account mustinclude emissions of carbon dioxide (CO,), methane (CH,), nitrous
oxide (N,0), hydrofluorocarbons (HFCs), perfluorocarbons (PFCs), sulphur hexafluoride (SF,)
andnitrogen trifluoride (NF;).

Emission factors

Emission factors are used to convertaunit of activity into an emissions equivalent. The
responsible entity must use credible and reliable emission factors when determining the
carbonaccount. Where afactoris available in the National Greenhouse Accounts Factors
(NGA Factors, Department of the Environment and Energy) thatis applicable to the entity’s
circumstances, this factor should be used unless more accurate emission factors or

calculation methodologies are available.

The NGA Factorsisanannual publication by the Departmentand includes factors for scope
1and 2 emissions sources, and scope 3 emission factors for waste; solid, liquid and gaseous

fuels; and electricity.

Factors used should either be the most up to date available at the time of preparing the

carbonaccountoralign with the relevant time period during which the emissions occurred.

Further guidance on emission factorsis available at www.environment.gov.au/carbon-neutral.

Gapsindataand proxy data

Forattributable processes that are material but where data and proxy data gaps exist,
spend-based calculation methods and other estimation methods based on conservative
and transparent assumptions may be used. For further guidance on calculation methods
and data hierarchy, see Figure1.1in the GHG Protocol - Technical Guidance for Calculating
Scope 3 Emissions (WBCSD and WRI, 2013).

2 Requirements of the product & service standard

Treatment of renewable energy

The carbonaccount mustinclude renewable energy (used or generated).

Therequirements when accounting forrenewable energy and energy efficiency
schemes under the Standard are explained in guidance documents available at

www.environment.gov.au/carbon-neutral.

Accounting for carbon neutral supply chains

If the carbon accountincludes anactivity or productinits supply chain that has been
certified as carbon neutral against any other categories of the Climate Active Carbon
Neutral Standard (see Box 1), the activity or productis considered to contribute zero
emissions to the carbonaccount. Thisis because the emissions of the activity or product

have already beenaccounted forand offset.
A carbonneutral activity or product within a carbonaccount couldinclude:

use of products and services (e.g. retail electricity) certified against the Product

& Service Standard; or

accommodationin a building or a precinct certified against the Climate Active
Carbon Neutral Standard for Buildings or the Climate Active Carbon Neutral Standard

for Precincts, respectively.

The use of the activity or product must still be reported (in the form of activity data)
toensure transparency and completeness of the carbonaccount. The activity data

should be recorded as having an emission factor of zero.

Forexample, if carbon neutral electricity thatis certified against the Product & Service
Standardisused, the carbonaccount for the product or services would record the amount
of electricity used, with an associated emission factor of zero. Therefore, the calculated

emissions from the use of this electricity would also be zero.

Anactivity or product that claims to be carbon neutral butis not certified against any of
the Climate Active Carbon Neutral Standard categoriesis not considered to have a zero

emissionsimpact foracarbonaccount.


http://www.environment.gov.au/climate-change/government/carbon-neutral
http://www.environment.gov.au/carbon-neutral

20

Climate Active Carbon Neutral Standard for Products & Services

Emissions over time and base year recalculation

According to the principle of consistency (Section1.3.1), the carbon account must allow
meaningful comparison of emissions over time. Significant changes (> 5 per cent)inthe
carbonaccount betweenreporting years that are not attributed to emissions reduction
actions by the responsible entity’'s operations, or changes in the volume of product or

service produced, must be disclosed as part of the annual public report (Section 2.7).

Factors that may lead to significant changes in emissions betweenreporting years might

include changesin:

the productlife cycle or supply chain
data availability and/or data quality
calculation methods (e.g. global warming potentials)

changesinemission factors.

Theresponsible entity should disclose significant errors discovered over time and calculate

theirimpact on the carbon accounts of the affected years.

Transparent documentation of changes and errorsisimportant to allow stakeholders
tounderstand factors driving year-on-year emissions variation. This allows separating
emissionsreductions attributable to actions taken by the organisation from those caused

by other factors.

Insome instances, significant changes to the emissions boundary and calculation
methodologies may trigger a base year recalculation. Abase year recalculationis required
where significant changesin the carbonaccount occur whichimpact on the ability to

compareitwith the base year. Significant changes in the carbonaccount couldinclude:

redefining of attributable processes
collection of higher quality data

changes to allocation or recycling methods.

Chapter14 of the GHG Protocol - Product Standard (WBCSD and WRI, 2011b) provides
additional guidance on base year recalculation approaches that can be used as a guide

forsuchdisclosure.

2 Requirements of the product & service standard

2.4 REDUCE: Develop and maintainan
emissions reduction strategy

Aresponsible entity seeking to develop carbon neutral products and services must develop
and maintain an emissions reduction strategy. The emissions reduction strategy must
identify the emissions reduction measures to be undertaken and the quantity of emissions

expectedtobereducedoveraspecified timeframe, where this can be quantified.

Atthe end of eachreporting year, the responsible entity should review its successin
achieving emissionsreductions. The emissions reduction strategy should be revised

accordingly and plans made for emissions reduction actions for the following year.

Insome cases, it may not be possible or practicable to achieve emissions reductions every
year. Recognising these circumstances, thereisno mandatory requirement for year-on-year
reductions or specific targets for reducing emissions. Nevertheless, the responsible entity

should aim to achieve emissions reductions wherever possible.

Asummary or outline of the emissions reduction strategy must be included in the annual

Public Disclosure Statement or other public report (Section 2.7).

2.4.1 Emissions reduction activities

Maintaining acomprehensive carbon account can help the responsible entity to better
understand the sources of greenhouse gas emissions within the product or service life cycle
and to identify the most cost-effective opportunities for reducing emissions. Once a carbon
account has been measured, reductionsin emissions can be calculated by comparing
changesinthe carbonaccount overtime relative to the base year and weighted against

the amount of products or services produced.

The Product & Service Standard requires that emissions reduction activities are undertaken
by the responsible entity where possible, before compensating for unavoidable emissions

through the purchase and cancellation of offset units (Section 2.5).

Assuch, aresponsible entity seeking carbon neutrality forits product or service should
first consider actions such as sustainable product design, supply chain carbon management,
energy efficiency, onsite renewable energy generation and of fsite renewable energy

generation before undertaking carbon offsetting.

Disclosing emissions reduction initiatives and reporting on achievements contributes to

transparency andisinline with carbon management best practices.
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Emissionsreductions may be achieved in many ways, including by:

increasing energy efficiency (e.g. by employing energy efficient technologies)
process changes/improvements (e.g. upgrading equipment)

substituting products orinputs with those that are less emissions intensive

(when providing an equivalent performance)

changing practices toreplace emissionsintensive activities with those that generate

fewer emissions (e.g. replacing business-related flights with teleconferencing.

2.5 OFFSET: Cancel eligible offset units

Any remaining emissions must be compensated each year through cancelling

(also known asretiring) an equivalent number of eligible offset units.
Two approaches to offsetting are allowed under the Product & Service Standard:

1. Forward offsetting: thisinvolves estimating emissions for the coming reporting
year and cancelling that number of eligible offset units at the start of the year.
This must be followed by anannual true-up process to ensure that the number

of cancelled eligible offset unitsis at least equal to actual emissions.

2. Offsettinginarrears: thisinvolves cancelling offset units for the claim period

afterithas finished.

The responsible entity should develop and maintain a strategy for purchasing and cancelling
eligible offsetunits for each year thatis the subject of a claim of carbon neutrality.

This strategy may include decisions regarding the types of offset units to be purchased.

The strategy should also consider the timing of of fset cancellation, especially if seeking

certification (see Section 3).

2 Requirements of the product & service standard

How does
offsetting
work?

gmissiong N

Offset units = Businesses and
cancel out organisations
emissions purchase offset units

Offsets

Figure 4: How offsetting works
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2.5.1 Eligible offset units

Offsetunitseligible for use as part of a carbon neutral claim against the Products & Services
Standard are listed in Appendix A. Only these units can be used as part of a carbon neutral

claim against the standard.

These units have met the offsetintegrity principles of the Products & Services Standard
(Section1.3.2). Appendix A may be updated as new information or offset units become
available. This may resultin the addition of new eligible offset units or the removal of

existing ones.

The purchase of eligible offset units supports projects thatreduce or remove emissions
fromthe atmosphere. Many carbon offset projects deliver positive outcomes in addition
to emissions reductions. The responsible entity may choose to purchase units from
projects thatalign with corporate goals or values or those that deliver specific social

orenvironmental outcomes.

Before choosing to use any units for offsetting purposes, the responsible entity
should undertake its own due diligence assessment of the originating projects

and underpinning methodologies, as well as consult the Department’s website

www.environment.gov.au/carbon-neutral forany updates to the eligibility of offset units.

2 Requirements of the product & service standard

2.5.2 Proof of cancellation of offset units

Eligible offset units must be cancelled viaan offsets registry. The cancellation should be
clearly attributed to the carbon neutral claim and the organisation or responsible entity
making the claim. The cancellation and attribution of eligible offset unitsisimportant to

preventresale or double counting of offset units.

Attributing units to the particular carbon neutral claim should be done via a note within the
registry explaining that the units have been ‘cancelled on behalf of Organisation XYZ to meet

its carbon neutral claim against the Climate Active Carbon Neutral Standard for FY2018-19".

There are severalindependently managed registers for offset units, as well as those set up
by suppliers and the administrators of the various of fset standards. Units may be purchased

and cancelled by the responsible entity or by a consultant or carbon service provider.

Eligible offset units may be purchased and cancelled forimmediate use or they may be
banked for use against a future carbon neutral claim. Early purchase and/or cancellation
of units allow the responsible entity to choose the timing of purchase to meetits needs

and to obtain a particular type of offset whenitis available.

Alleligible offset units cancelled to supporta carbon neutral claim against the Products &
Services Standard must be reported transparently in the annual public report (section 2.7).
The annual publicreport mustinclude the following information about each cancelled unit

orunitblockthatis part of the carbon neutral claim:

the publicly viewable registryin which the units were cancelled (e.g. APX, ANREU, Markit);
the name and type of the abatement project (e.g. Acme Wind Farm Project, China);
the serial numbers of the units; and

the vintage year of the units.

To aid transparency, the annual public report should also include a hyperlink to the record

of the cancellationin the publicregistry, and the date the cancellation was completed.

Important note: The registry used to cancel units should be publicly accessible,
otherwise evidence of the cancellation should be attached to the public

reporting documents.
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2.6 VALIDATE: Arrange independent validation

Independent third party validation ensures the accuracy and completeness of carbon
calculations, including the appropriateness of emissions boundaries, methodologies

and calculations.

The carbonaccount, emissions over time and carbon offsets must be reported and
independently audited or verified on aregular basis. A carbon neutral claim against the
Standard must be subject toindependent validation (i.e. audit or verification) by an
environmental auditor or carbon consultant at least once every three years. The independent

validation report findings and/or assurance statement should be made publicly available.

The first validation of the base year (Section 2.3.3) mustinclude assessment of the adequacy
and appropriateness of the emissions boundary setting, emissions methodologies and

emission factors.

As appropriate to the carbon account, the auditor or validator may need reasonable

accessto:

o facilities, equipmentand personnelinvolvedin the operation of attributable processes

e records,including monitoring records, utility bills, testreports, failure reports, internal
auditand managementreview records, customer complaints and statistics related to

the activities within the emissions boundary

o anyadditionalreporting orinformation sources used to develop the carbonaccount.

Theresponsible entity making a carbon neutral claimis responsible for maintaining

appropriate records for auditing or verifying and bearing the associated costs.

2 Requirements of the product & service standard

2.7 REPORT: Publish a public statement
of your carbon neutral claim

Anannualreportmust be made publicly available to communicate progress on emissions
reduction activities and offsetting as part of a carbon neutral claim. Annualreporting keeps
the publicand otherinterested partiesinformedinan openand transparent manner and

communicates achievementsin managing emissions.
The annual public report mustinclude the following:

o thetotalgrossandnetgreenhouse gas emissions of the product or service for the base
yearand currentreporting period (taking into account any renewable energy and certified
carbon neutral activities) and an explanation of any significant changes that are not

attributed to emissions reduction actions

e anemissions summary table showing high level emissions sources and total emissions

foreach source type.

o disclosure andjustification of any excluded emissions sources within the emissions
boundary and any plans toimprove the consistency and completeness of the carbon

accountinthe future

o disclosure andjustification of any non-attributable emissions from activities that

stakeholders would expect to beincluded

o asummary of the emissionsreduction strategy and of the activities undertakenin

accordance with the strategy as per section 2.4.

o recordsto prove that sufficient eligible offset units have been cancelled to offset
the productorservice’'s emissions (including the name of the registry in which the units
were cancelled, vintage year, the project type and serial numbers of the relevant units) as per

section 2.5.

The level of detailand explanationrequiredinapublic report must ensure the reader has a clear
understanding of what has been done to achieve carbon neutrality in terms of determining the
carbonaccount, the actions to reduce absolute emissions or emissionsintensity over time and

offsetting of remaining emissions.

The public report should be signed of f by senior management (e.g. the appropriate business unit

leader or chief executive officer) and must be published on the responsible entity’s website.

The publicreport can be in the format of a Public Disclosure Statement or another document

more suitable for communication with organisation stakeholders.

For products and services that are certified by the Australian Government against the
Product & Service Standard (Section 3), the publicreport will be automatically published

onthe Department’s website when certification has been granted.
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Certification against the
product & service standard

Carbon neutral certification against the Product & Service Standard can be sought from the

Australian Government.
Certification may be granted by the Department upon:

the Department’s approval of an application for carbon neutral certification against

therequirements of the Product & Service Standard (Section 3.1); and

theresponsible entity agreeing to the obligations for certification (Section 3.2) and
the terms and conditions of the licence to use the certification trade mark, by entering

intoalicence agreement with the Department (Section 3.3).

The Department will make a decision on the certification of the product or service and
willadvise the responsible entity of the decision in writing. If certification is granted,

the responsible entity will receive a notice of certification.

Details of the certification, including the public report, will be placed on the Department's

website.

Responsible entities who have registered an Environmental Product Declaration with the
Australasian EPD Programme are able to use a streamlined carbon neutral certification

process against the Product & Service Standard. See Section 3.5 for further details.

3 Certification against the product & service standard

Getting & staying hdt

certified. \
O

3. Develop and
implement
an emissions 4. Purchase
reduction strategy offsets
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4 000
(=Y-1-

1. Enter and 2. Calculate
maintain emissions
licence agreement

_’l‘_ é/ 5. Arrange

independent validation

6. Publish

a public summary of
your carbon neutral claim

Figure 5: Applying for and maintaining carbon neutral certification
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3.1 Application for certification

Responsible entities considering applying for carbon neutral certification should contact
the Department (www.environment.gov.au/carbon-neutral or climate.active@environment.
gov.au) early in the process to discuss the suitability of the Product & Service Standard for

their circumstances.

Anapplication mustinclude a carbonaccount for the base year (Section 3.1.1), a public
report (Section 3.1.2) and independent validation (3.1.3). An application may also require
other supporting documentation. If an applicationis unsuccessful, the Department will

provide an explanation of the reasons.

3.1.1 Carbonaccount for the base year

The responsible entity seeking carbon neutral certification must have all relevant data, and
inmost cases, must be able to calculate the product or service’'s carbonaccount fora full year

before applying for carbon neutral certification. Thisis known as the base year.
The base year carbonaccount:

demonstrates anunderstanding of what must be included in the product or
service's carbonaccount,and what data must be collected and reported annually

to maintain certification
providesastarting point for comparing emissions over time

sets the timing of the annualreporting obligations (either on a financial or calendar

year cycle) that will have to be met to maintain carbon neutral certification.

Eitherafinancial or calendaryear can be chosen as the base year, depending on which best

suits the timing for carbon account data collection or aligns with business processes.

Therequirements for establishing a base year and the process for calculating the carbon

accountare describedin Section 2.3.

Optional certification of the base year

Arrangements can be made to certify the base year.

If aresponsible entity seeks to backdate the timing of certification so thatits product or
service is certified as having been carbon neutral during its base year, eligible offset units

equivalent to the base year emissions must be cancelled before certificationis granted.

Please contact the Department to discuss arrangements for base year certification before

preparing your application.

3 Certification against the product & service standard

3.1.2 Publicreport

Transparency of informationisimportant for maintaining consumer confidence in carbon
neutral claims. Aresponsible entity seeking certification forits product or service through
the Carbon Neutral Program must prepare a public report as describedin Section 2.7 as

part of the application for carbon neutral certification and on an annual basis thereafter.

3.1.3 Independent validation

Aresponsible entity applying for carbon neutral certification forits product or service
must have the source datain the carbonaccount (base year) independently audited or
verified. Aresponsible entity of a product or service may also be required to have the
carbonneutral claim (such asinclusions and exclusions from the emissions boundary)

independently assessed.

Therequirements for source data and otherindependentassessments and validation
checks, including whois eligible to undertake them, vary depending on the size and
complexity of the product or service for which aresponsible entity is seeking certification.
Theserequirements are outlined in the Licence Agreement and further information

available at www.environment.gov.au/carbon-neutral.

Allindependent validation requirements must be arranged and paid for by the responsible
entity. The responsible entity must submit any validation reports and/or assurance
statements, plus the list of any outstanding Corrective Action Requests and Observations,
tothe Departmentas part of the application. The Department may request clarification

or furtherinformation from the independent validator to assist with the assessment of

the application.

3.2 Obligations

3.2.1 Agreement with obligations

The Department will only grant certification after the responsible entity has agreed
tothe obligations for certification, as containedin the licence agreement (Section 3.3.1).
The licence agreementalso specifiesreporting due dates, annual licence fees and

third-party validation obligations.

Once executed, the licence agreement legally binds the responsible entity to the obligations

for certification for the agreed duration of the certification (Section 3.3.1).
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3.2.2 Obligations for certification

Obligations for certificationinclude:

1. Submission of an annual report which must include:
aPublic Disclosure Statement as detailed insection 2.7
aCarbon Account (base year forapplication) as detailed in section 2.3

proof of meeting validation requirements as detailed in section 2.6.

2. Payment of the licence fee
Thelicence fee must be paid at the start of eachreporting year.

Information on feesis available on the Department’s website at

www.environment.gov.au/carbon-neutral.

3. Compliance with ongoing independent validation of the
carbon account and public report

The Department may require the responsible entity to complete anindependent
validation of the carbonaccount or publicreportif circumstances have changed
significantly. Examples of significant change include if a base yearrecalculationis

required as detailed in Section 2.3.4.

The Department may alsorequire the responsible entity to cooperate with any audits

undertaken by the Department, including by providing documents and information.

3.2.3 Annualreview and granting of continuing certification

The Departmentreviews and monitors the obligations for certification (Section 3.2.2)
and evaluates whether the requirements of the Product & Service Standard have been

met by the responsible entity.

Anotice of continuing certificationisissued by the Department when the responsible

entity’s annual obligations for certification have been met.

Certification and trade mark use may be suspended or terminated by the Department

if the obligations for certification are not met.

3 Certification against the product & service standard

3.3 Licence touse the certification trade mark

3.3.1 Licence agreement

Thelicence agreementis anagreement between the responsible entity and the
Department that applies to the certification and the terms and conditions for the use

of the certification trade mark.

The licence agreement legally binds the responsible entity to the agreed terms for the
timeframe specifiedin the agreement and provides the responsible entity with alicence

touse the certification trade mark subject to achieving and maintaining certification.

To be granted certification and licence to use the certification trade mark, the responsible

entity mustagree to the licence agreement.

A copy of the licence agreement can be requested from the Departmentatany time.

3.3.2 Permission to use the certification trade mark

If certificationis granted, the responsible entity will be sent a notice of certification by

the Department.

Once the notice of certification has beenissued, the carbon neutral certification and
permission to use the certification trade mark are valid continually for the time specified

inthelicence agreement, subject to all obligations being met (Section 3.2.2).

As per Section 3.2.3, a notice of continuing certification will be issued by the Department

when the responsible entity’s annual obligations for certification have been met.

The licence to use the certification trade mark usually covers a five-year period. If the entity
responsible foraproduct or service wishes to continue using the certification trade mark
after the end of the period specified in the licence agreement, it must agree toanew licence

with the Department.

Use of the certification trade mark must be inaccordance with the User Guide for the
Climate Active Carbon Neutral Certification Trade Mark (User Guide). Use of the certification
trade markinaccordance with the User Guide minimisesrisks of challengesinrelation to the

carbon neutralclaim.
The User Guide can be found at www.environment.gov/carbon-neutral.

Digital versions of the certification trade mark are provided by the Department to the

responsible entity uponissuance of the notice of certification.
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3.4 Other administrative arrangements

3.4.1 Timing of offset unit cancellation

Theresponsible entity seeking carbon neutral certificationis not required to proceed
with the purchase and cancellation of eligible offset units until after the application has
beenindependently validated and the licence agreement has been executed. Offsets

must be purchased prior to final submission of the application to the Department.

Timing of eligible offset unit cancellation depends on the approach chosen (eitherin

arrears or up-front).

Offsets cancellation (in arrears)

An organisation offsetting in arrears must cancel eligible offset units at the end of each

reporting year, starting with the first year of certification.

Details of the cancelled eligible offset units must be included in the annual public report
submitted to the Department atatime specifiedin the licence agreement (usually within

four months of the end of the reporting period) (Section 2.7).

Offsets cancellation (upfront and true-up)

Upfront offsetting requires cancelling eligible of fset units at the start of each reporting
year, of sufficient quantity to offset the total emissions expected for the coming reporting
year. Atrue-upisthenperformedatthe end of thereporting year to ensure that a sufficient

quantity of units has been cancelled.

Guidance on how torecord the details of offsetsin the public reportis available on the

Department’s website at www.environment.gov.au/carbon-neutral.

3 Certification against the product & service standard

3.4.2 Review of decisions

If the responsible entity disagrees with a decision of the Department (eitherinrelationtoa
certification decision or the granting and use of the certification trade mark), it may request

aninternalreview of the decision.

See the Department’s service charter for details on the internalreview processes.

The charter can be found at www.environment.gov.au.

If the responsible entity is dissatisfied with the way in which the Department handles a
complaint, it may complain to the Commonwealth Ombudsman. The Ombudsman will
usually decline toinvestigate a complaint unless the matter has been raised directly with

the Department first. Details of how to make a complaint to the Commonwealth Ombudsman

canbe found at www.ombudsman.gov.au.

3.4.3 Confidentiality

Information thatis provided to the Department thatis confidential will not be disclosed to any
third party without the responsible entity’s permission, except under limited circumstances
thatarerequired for the administration of certification against the Organisation Standard set
outinthelicence agreement, orif required by law. This does not apply to the public reports,

which are public documents.
Informationisregarded as confidentialif itisinformation that:

e isinherently confidentialand notinthe public domain
o theresponsible entity notifies the Departmentis to be treated in confidence; and

o isnotinthe possessionorknowledge of the Departmentindependently of its

disclosure by theresponsible entity.

Confidentiality conditions are detailed furtherin the licence agreement. If there are
any concerns about disclosure of confidential information, please discuss this with

the Department.
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3.4.4 Discretion regarding certification

The Departmentreserves theright torefuse any application for certification under this
Standard or, if granted, to suspend or terminate alicence if accepting the application

or continuing the licence would bring or has brought the certification scheme into
disrepute; if use of the Certification Trade Mark by the Applicant would tarnish or devalue
the Certification Trade Mark; or if use of the Certification Trade Mark would breach the
international treaty obligations of the Commonwealth of Australia or be contrary to policies
of the Australian Government or be contrary to the laws of Australia or any jurisdiction
towhich the Applicant’s goods were exported orin which the Applicant’s services were
provided. It may also suspend or terminate alicence agreementin accordance withits terms,
including if the holder no longer meets requirements for certification. For the avoidance

of doubt, the Department will not be liable for any loss or damage of any kind, howsoever
arising, that may be occasioned directly orindirectly as aresult of such arefusal, suspension

or termination.
Tobacco organisations, products, services, events, buildings and precincts

Tobacco related organisations, products, services, events, buildings and/or precincts will
not be certified. This arises from Australia’s commitment to implementing Article 5.3 of
the World Health Organization Framework Convention on Tobacco Control (WHO FCTC),
as further enunciatedin Australia’s Interpretative Declarationin relation to the WHO FCTC,
the Guidelines forimplementation of Article 5.3 of the WHO FCTC, and the Australian
Government Department of Health's Guidance for Public Officials on Interacting with the

Tobacco Industry.

3.5 Environmental Product Declarations

3.5.1 Use of an EPD to achieve certification

The Departmentrecognises the requirements of an Environmental Product Declaration
(EPD) (Box 3) under the Australasian EPD Programme to be consistent with the greenhouse
gas calculations and validation (Section 2.3 and Section 2.6) requirements of the Product

& Service Standard.

Responsible entities who have registered an EPD with the Australasian EPD Programme are
able touse astreamlined carbon neutral certification process against the Product & Service
Standard. When using an Australasian EPD as the basis of a carbon account for certification,
severalitems (in addition to whatisincluded in the EPD) relating to offsetting and reporting
needto be consideredinorder to fully comply with the standard. Interested parties should

contactthe climate.active@environment.gov.au for furtherinformation.

3 Certification against the product & service standard

4. References

The following existing Australian and international standards and Australian legislation
provide the basis for the Product & Service Standard. These documents also provide further

detailed information on how to develop a carbonaccount.

Australian Standard (AS) ISO 14064 series, including:

— ASISO14064.1:2006 - Greenhouse gases Part I: Specification with guidance at the
organisation level for the quantification and reporting of greenhouse gas emissions

andremovals

— ASIS0O14064.2:2006 - Greenhouse gases Part 2: Specification with guidance at the
project level for quantification and reporting of greenhouse gas emission reductions

andremoval enhancements

— ASISO14064.3:2006 - Greenhouse gases Part 3: Specification with guidance for the

validation and verification of greenhouse gas assertions

Box 3: Environmental Product Declarations

Environmental Product Declaration (EPDs) are a standardised and transparent
way of communicating arange of environmentalimpacts of goods and
services. All data presentedinan EPD are determined using a standardised
life cycle assessment methodology against Product Category Rules (PCR),
allowing readers to readily interpret the environmental performance of a

product or service.

In Australia, the Australasian EPD Programme registers and publishes
independently verified EPDs. The Programme operates according to 1ISO 14025,
the General Programme Instructions of the International EPD System and

an Australasian Regional Annex. This arrangement, and the access it provides
to the PCRs developed by the International EPD system, provides a
harmonised and efficient global platform for communicating credible

environmentalinformation.

AllEPDs registered with the Australasian EPD Programme are publicly available
and free to download at www.epd-australasia.com. AILEPDs registered with

the International EPD System are publicly available at www.environdec.com.
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International Standard ISO 14040 series, including: Reporting (Measurement)

— 180 14040:2006 - Environmental management - Life cycle assessment - Principles Determination 2008

and frameworks

— 18014044:2006 - Environmental
management - Life cycle
assessment - Requirements

and guidelines

— Otherinternational standards
that are based onthe ISO 14040
series, including PAS 2050:2011 -
Specification for the assessment
of the life cycle greenhouse gas

emissions of goods and services

1SO14065:2013 - Greenhouse gases

- Requirements for greenhouse gas
validation and verification bodies for
useinaccreditation of other forms

of recognition

Accounting and Reporting
Standard (2004)

The GHG Protocol for Project
Accounting (2005)

GHG Protocol - Corporate Value
Chain (Scope 3) Accounting and
Reporting Standard (2011)

GHG Protocol - Technical Guidance
for Calculating Scope 3 Emissions

- Supplement to the Corporate
Value Chain (Scope 3) Accounting

& Reporting Standard (2013)

GHG Protocol - Product Life
Cycle Accounting and Reporting
Standard (2011)

GHG Protocol - Scope 2

— National Greenhouse and
Energy Reporting (Audit)

Determination 2009

— National Greenhouse and Energy

Reporting Technical Guidelines

— National Greenhouse

Accounts Factors

All standards and legislation are subject
torevision. Responsible entities must
use the mostrecentversion or editions
of any listed standards, guidance

material or legislation.

The British Standards Institution’s (BSI) Guidance (2015)

Specifications, including: The National Greenhouse and

— BSI's PAS 2060:2014 - Specification Energy Reporting Act 2007 (NGER Act)
for the demonstration of and supporting legislation and
carbon neutrality documentation, including:

The Greenhouse Gas (GHG) — National Greenhouse and Energy

Protocol standards, including: Reporting Regulations 2008

—  GHG Protocol - A Corporate — National Greenhouse and Energy
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Glossary

Activity data

Source data from a generating activity,
such as fuelusage and electricity
consumption,and canbe usedto

determine greenhouse gas emissions.

Additionality

Arequirement thata project or activity
resultsin carbonabatementunlikely to
occurinthe ordinary course of events
inthe absence of the project or activity,
including due to any existing commitment
ortarget publicly agreed by the entity

responsible forissuing the units.

Abatement must not be double counted

under another system.

Approved certifier

Any entity approved by the Department to
certify organisations, products & services,
buildings, precincts and events as carbon
neutralagainst the Climate Active Carbon
Neutral Standard. Approved certifiers are
acredible and reputable entity chosen by
the Department due to their experience
and expertise in the relevant sector.
Approved Certifiers have a contractual
arrangementin place with the Department
which sets out the role and responsibility

of the approved certifier.

Attributable processes
Service, materialand energy flows that

become the product, make the product,

and carry the product throughits life cycle.

Australasian EPD Programme
Aplatform forenvironmentalinformation
operatingin alignment with the

International EPD System.

Australian Carbon Credit Unit (ACCU)
Anemissions unitissued under the Carbon

Credits (Carbon Farming Initiative) Act 2011.

Base year

Thereference year (calendar, financial or
other) from which changesin emissions
canbe tracked over time. Thisis usually
ayear's worth of emissions data thatis

audited before certificationis granted.

Building operations

One of the criterion for determining the
inclusion and exclusion of emissions from
a building’'s carbon account. Emissions
generated from the day-to-day running
of abuilding are considered to be part

of the building operations.

Cancellation

Transfer of aunitto a cancellation account
so thatit may notbe used forany further
purpose. Also knowninsome schemes

as 'retirement’.

Carbon account

A measure of the carbon dioxide equivalent
emissions attributable to an activity. A
carbonaccount canrelate to the emissions
of anindividual, household, organisation,
product, service, event, building or
precinct. Thiscanalsobe knownasa

carbon footprint or emissionsinventory.

Carbon dioxide equivalence (CO,-e)
Astandard measure that takes account

of the global warming potential of different
greenhouse gases and expresses the

effectinacommonunit.

Carbon neutral

Asituation where the net emissions
associated with an activity are equal
to zero because emissions have been
reduced and offset units cancelled to

fullyaccount forall emissions.

Carbon sink
A natural or man-made reservoir, such as

aforest, that stores carbon.

Certification trade mark
See Climate Active Carbon Neutral

Certification Trade Mark.

Certified Emission Reduction (CER)

A Kyoto Protocolunit corresponding

to one metric tonne of carbon dioxide
equivalentemissions, andissued for
verified emissionsreductions orremovals
achieved by a project approved under the
Clean Development Mechanism (CDM).
CDM projectsundertaking afforestation
andreforestation activities areissued
temporary (tCERs) and long-term units
(LCERs), which expire and must be

replaced after a specified period.
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City

Any geographically discernible subnational
entity, with alocal government, such as
acommunity, town, city or province, and
coversalllevels of subnationaljurisdiction
as wellaslocal government as legal entities

of public administration.

Clean Development Mechanism (CDM)
Acarbon offset mechanism established
under Article 12 of the Kyoto Protocol.
Countries with emissions targets under
the Kyoto Protocol can meet their
obligations using credits from greenhouse
gas abatement projects established

under Article12in countries thatare

party to the Protocol but do not have

anemission target.

Climate Active Carbon Neutral
Certification Trade Mark

(certification trade mark)

The Climate Active Carbon Neutral
Certification Trade Mark IP Australia
Reference Number 2042153 (for Licence
agreements after15 November 2019),

or the National Carbon Offset Standard
Certification Trade Mark IP Australia
Reference Number1369520 (for Licence

agreements before 15 November 2019).

Climate Active Carbon Neutral Standard
Astandard for making carbon neutral
claims; maintained by Australian
Government Department of the
Environmentand Energy; setsrules

for measuring, reducing, validating
andreporting emissions. The standard is
available for organisations, products and

services, buildings, precincts and events.
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Conservative approach
Anapproach thatreduces the risk of
emissions being underestimatedin

the carbonaccount.

Department (the)
Australian Government Department of

the Environmentand Energy.

Eligible offset unit
Anoffsetunit that hasbeendeemedto
meet the Climate Active Carbon Neutral

Standard’s of fsets integrity principles,

andislistedin Appendix A to this standard.

Emission factor
Afactor that specifies the kilograms of

CO,-e emissions perunit of activity.

Emissions abatement or

carbon abatement

Either the removal of one or more
greenhouse gases from the atmosphere
or the avoidance of emissions of one

or more greenhouse gases.

Equity share

One of the approaches describedin

the GHG Protocol - Corporate Standard
(WBCSD and WRI,2004) for setting an
organisational boundary. See Section 2.3.1

for further details.

Event

Aplannedand organised occasion.

Event Organiser
The entity that assumes control of the

event's planning and documentation.

Financial control

One of the controlapproaches described
inthe GHG Protocol - Corporate Standard
(WBCSD and WRI,2004) for setting an
organisational boundary. See Section 2.3.1

for further details.

Functional unit

A means of expressing the greenhouse
gas emissions of a productorserviceina
way thatis meaningful for the product or
service beinginvestigated (e.g. kilograms

of CO,-e perunit of product).

Geographic boundary

The physicaland locational border

that separates a building or a precinct
from other areas not considered a part

of that same building or precinct. The
geographic boundary is the main criterion
for defining the emissions boundary of a
building or precinct. Referto Section 2.3.1

for further details.

Green Building Council of Australia (GBCA)
The Green Building Council of Australia
(GBCA)is the nation’s authority on
sustainable buildings and communities.
The GBCA's missionis to accelerate

the transformation of Australia’s built
environmentinto one thatis healthy,
liveable, productive, resilient and
sustainable. The GBCA works with industry
and government to encourage policies

and programs that supportits mission.

The Council educates thousands of people
eachyear on how to design and deliver
sustainable outcomes for Australia’s
buildings and communities and it operates
Australia’s only national, voluntary,

holistic rating system for sustainable

buildings and communities - Green Star.

Greenhouse gases (GHG)

The atmospheric gasesresponsible
for causing global warming and climate
change. The Kyoto Protocol lists six
greenhouse gases - carbon dioxide
(CO,), methane (CH,), nitrous oxide
(N,0), hydrofluorocarbons (HFCs),
perfluorocarbons (PFCs)and sulphur
-hexafluoride (SF,) - with the addition
of nitrogen trifluoride (NF;) from the
beginning of the protocol’'s second

commitment period.

Green Star

Green Staris aninternationally recognised
holistic sustainability rating system which
providesindependent verification of
sustainable outcomes throughout the

life cycle of the built environment.

Input-output analysis

A method of estimating carbon emissions
using aggregate economic and emissions
data which are categorised into different
industry sectors. The analysis takesinto
account the economic flows between
these sectors, andis usually presented
ininput-out tables (or databases) as an
emissionsintensity per dollar of economic
activity (or business spending)inany given

industry sector.

International EPD System

Aglobal program for environmental
declarations based on SO 14025 and
EN15804.

Kyoto Protocol
Aninternational treaty that was created
under the United Nations Framework
Conventionon Climate Change (UNFCCCQ)
in1997 and entered into force in 2005.
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The Kyoto Protocol sets binding targets for
the reduction of greenhouse gas emissions
by developed countries and countriesin

transition.

Kyoto unit

Emissions units created under the Kyoto
Protocol. Kyoto unitsinclude Assigned
Amount Units (AAUs), Certified Emission
Reductions (CERs, including tCERs and
CERSs), Emission Reduction Units (ERUs)
and Removal Units (RMUs).

Licence agreement
Anagreementinplace between the
responsible entity and the Department
which contains terms and conditions for
the use of the certification trade mark.
Theresponsible entity must agree to and
comply with the obligationsand rules
containedinthe licence agreementin

order to use the certification trade mark.

Life cycle

Consecutive and interlinked stage of
aproduct system, from raw material
acquisition or generation from natural

resources to final disposal.

Life cycle assessment (LCA)

The compilation and evaluation of

the inputs, outputs and the potential
environmentalimpacts of a product
system throughoutits production,

use, transport and disposal (the product’s

‘life cycle’).

Large event

Greater than10,000 unique attendees
atasingle-day event; or greater than
5,000 unique attendees over the course

of amulti-day event.
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Material

The status of an emissions source when
itconstitutes1percentor more of the
total carbon account. Refer to Section 2.3.1

for further details.

Material discrepancy

Anerror (e.g. froman oversight, omission or
miscalculation) thatresultsin the reported
quantity being significantly different to the
true value to an extent that willinfluence
performance or decisions. This definition
is taken from the GHG Protocol - Corporate
Standard (WBCSD and WRI, 2004).

Materiality

See Material.

National Administrator for the National
Australian Built Environment Rating
System (the NABERS Administrator)
NABERS is a national program managed
by the NABERS National Administrator,
the NSW Government’s Department of
Planning, Industry and Environment (DPIE),
and overseen by a National Steering
Committee. The NSW DPIE manages

the operation and development of
NABERS throughout Australia on behalf

of the National Steering Committee.

National Australian Built Environment
Rating System (NABERS)

Anationalrating system that measures the
environmental performance of Australian
buildings and tenancies. Put simply,
NABERS measures the energy efficiency,
water usage, waste management and
indoor environment quality of a building or

tenancy anditsimpact onthe environment.

National Greenhouse and Energy
Reporting (NGER) Scheme

The nationalreporting framework for
informationrelated to greenhouse gas
emissions, energy productionand use
by corporations operating in Australia.
The frameworkis established under
Commonwealth legislation, which makes
registration and reporting mandatory
for corporations whose greenhouse
gas emissions or energy production or

use meet certain thresholds.

National Carbon Offset Standard
The previous name of the Climate Active

Carbon Neutral Certification Standard.

NGERAct
National Greenhouse and Energy

Reporting Act 2007.

Non-attributable processes

Processes and services, materials

and energy flows thatare not directly
connected to the studied product
because they do not become the product,
make the product, or directly carry the

product throughitslife cycle.

Notice of Certification

Aformalletter of acknowledgement from

the Department to the responsible entity

informingitthatits application for Climate

Active certification has been successful.

Notice of Continuing Certification

Aformalletter of acknowledgement from
the Department to the responsible entity
informingit thatits annual obligations for

Climate Active certification has been met.

Offsetting

The activity of cancelling of fset units.

Offset unit

Representsreductions of greenhouse gases
orremovals of greenhouse gases from the
atmosphere by sinks, relative to a business-
as-usual baseline. Offsetunits are tradeable
and can be used to negate (or offset) all or

part of another entity’s emissions.

Organisation

A company, corporation, firm, enterprise,
authority orinstitution, oracombination
thereof, incorporated or not, public or
private, that hasits own functions and
administration. This may alsoinclude an
organisation that shares functions and/or

administration with another organisation.

Permanence

Arequirement that offsetunitsrepresent
reductionsin emissions oranincreasein
carbonsequestration thatis permanently
maintained andis notre-releasedinto

the atmosphere.

Precinct

Aprecinctordistrictis adiscernible area
‘more than a building and less than a city’
andis primarily defined by its geographic
boundaries, which, ata minimum, must
incorporate publicinfrastructure beyond

asingle building.

Process map

Anillustration which shows the different
processes where materials and energy
are brought together to move a product
or service throughits lifecycle. See

Figure 7.2 of the GHG Protocol - Corporate
Standard (WBCSD and WRI, 2004) for a

sample process map.

5 Glossary

Product
Atangible (and usually physical) good.

Relevance

Conceptadapted from the This definition
is taken from the GHG Protocol - Corporate
Standard (WBCSD and WRI, 2004) for
ensuring the carbon account of asubject
appropriately reflects the emissions of
thatsubjectand meets the expectations
of users and stakeholders. See Section 2.3

for further details.

Relevance test

Qualitative test for determining whether
certain emissions sources are or are not

consideredrelevant. See Section 2.3 for

further details.

Removal Unit (RMU)

Aunit created under the Kyoto Protocol
corresponding to one metric tonne of
carbon dioxide equivalent emissions
sequestered andissued forremovals
of carbon dioxide from the atmosphere
by eligible land use, land-use change

and forestry activities.

Responsible entity

The organisation or person (with appropriate
delegation to sign on behalf of the
organisation) that has taken responsibility
for making a carbon neutral claim or seeking

carbon neutral certification.

Scope

The categorising of emissions sourcesinto
directandindirect sources. Seeindividual
definitions for scope1emissions, scope

2 emissions and scope 3 emissions.

Further detailsin Section 2.3.2.
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Scope1emissions

Therelease of greenhouse gasesinto the
atmosphere asadirect result of activities
occurring withinaresponsible entity’s

control (or geographic boundary).

Scope 2 emissions

Therelease of greenhouse gasesinto
the atmosphere from the consumption
of electricity, heating, cooling or steam

thatis generated outside of aresponsible

entity’s control (or geographic boundary).

Scope 3 emissions

Greenhouse gases emittedasa
consequence of aresponsible
entity’s activities but emitted outside
theresponsible entity’s control

(or geographic boundary).

Sequestration

Theremoval of atmospheric carbon
dioxide, either through biological
processes (e.g. photosynthesisin plants
and trees) or geological processes
(e.g.storage of carbon dioxide in

underground reservoirs).

Service

Atransactioninwhich no physical goodis

transferred between the sellerand buyer.

Significant emissions

Emissions that make up more than

five per cent of the total carbon account
foranevent certification and always
includes electricity, attendee travel,

food and drink,and accommodation.

Small event

Less than 5,000 unique attendees
over the course of amulti-day event;
orlessthan10,000 unique attendees

atasingle-day event.

True-up

The calculation to determine if additional
eligible offsetunits must be purchased
after the measurement of a post-event

carbonaccount

Uplift factor

Afactorusedtoincrease the estimated
emissions from an activity, usually by a
risk-adjusted proportion or percentage,
and mitigate the risk of emissions being

underestimatedin the carbon account

User Guide for the Climate Active
Carbon Neutral Certification Trade Mark
(User Guide)

Setsouttherules that govern how

and when the certification trade mark

canbeused.

Verified Carbon Unit (VCU)

Aunit corresponding to one metric tonne
of carbon dioxide equivalent emissions
reduced or avoided, as certified and

issued under the Verified Carbon Standard.

Verified Emissions Reduction (VER)
Aunitcorresponding to one metric tonne
of carbon dioxide equivalent emissions
reduced or avoided, as certified and
issued under the Gold Standard, a

global standard for projects that deliver
carbonabatementand other social

and environmental benefits.

Vintage
Refers tothe date of issuance of an

offsetunit.

Appendix A:
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Eligible offset units

Eligible offset units

Allunits must have avintage year later than 2012.

The following offset units are eligible under the Climate Active Carbon Neutral Standard:

Australian Carbon Credit Units (ACCUs)
issued by the Clean Energy Regulator
inaccordance with the framework
established by the Carbon Credits
(Carbon Farming Initiative) Act 2011.

Certified Emissions Reductions (CERs)
issued as per the rules of the Kyoto
Protocol from Clean Development
Mechanism projects, with the

exception of:

— long-term (ICERs) and temporary
(tCERs); and

— CERsfromnuclear projects, the
destruction of trifluoromethane, the
destruction of nitrous oxide from
adipic acid plants or from large-
scale hydro-electric projects not
consistent with criteria adopted
by the EU (based on the World

Commission on Dams guidelines).

Removal Units (RMUs) issued by a Kyoto
Protocol country on the basis of land
use, land-use change and forestry
activitiesunder Article 3.3 or Article 3.4

of the Kyoto Protocol.

Verified Emissions Reductions (VERS)
issued by the Gold Standard.

— Abatementrecognised by the Gold
Standard may be subject to the
possibility of double counting; for
example, where the abatement
occursinahostcountry orregion
thatis affected by international or
national emissions trading, cap and
trade or carbon tax mechanisms.
Please see the Gold Standard’s
Double Counting Guideline

for full details.

— Where the additionality of a VER is
ensuredthrough the cancellation
of an Eligible Cancellation Unit (as
defined by the Gold Standard), that
VER is only eligible for use under
the Climate Active Carbon Neutral
Standard where the applicable
Eligible Cancellation Unit would also
have been eligible under the Climate

Active Carbon Neutral Standard.

Verified Carbon Units (VCUs) issued
by the Verified Carbon Standard.
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This list of eligible offset units will be updated as new information or new offset units
become available. This may resultin the addition of new offset units or the removal

of existing ones.

Adecision framework based onthe offsetintegrity principles (Section1.3.1)isused to

determine the eligibility of new offset units and to review the eligibility of existing units.

Australian Carbon Credit Units

If aresponsible entity is generating Australian Carbon Credit Units (ACCUs) within their
emissions boundary, any reductions from the ACCU project canonly be counted as a
reductioninthe carbonaccountif the ACCUs from the project are voluntarily retired on
behalf of the responsible entity. Otherwise, the responsible entity is required to account
forthe ACCU project’s emissions reductions by purchasing offsets equivalent to the

reductions from the ACCU project (i.e. as though the projects has never occurred).

Additional guidance on offset unitsis available at www.environment.gov.au/carbon-neutral.


http://www.environment.gov.au/carbon-neutral
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