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1. Background

The Greenhouse Gas Protocol (GHG Protocol) is th&t midely used international accounting tool for
government and business leaders to understandtifyyand manage greenhouse gas emissions. The
GHG Protocol, a decade-long partnership betweelitwd Resources Institute and the World Business
Council for Sustainable Development, is workinghabusinesses, governments, and environmental
groups around the world to build a new generatifocredible and effective programs for tackling dita
change.

As the corporate sector becomes more sophistidaiéegitreatment of climate change, companies are
increasingly moving beyond assessing the GHG impkitteir own operations and toward a more
comprehensive assessment of their GHG impacts at@mngvalue chain—both in the products they buy
from suppliers (upstream) and in the products g&yto customers (downstream). The need to capture
information on GHG emissions beyond the corporateidary has become especially acute in light of
increased outsourcing of manufacturing and otheG&itensive operations. A broad assessment of the
full climate impact of corporate activities hasajrpotential to enable new GHG reductions throughou
corporate supply chains worldwide, including in kiweloping countries where suppliers manufacture
for multinational customers.

2. Vision

The GHG Protocol will develop and promote the watead adoption of new international standards for
measuring and reporting GHG emissions across caigand product supply chains, through a broad,
international multi-stakeholder process of busiasspolicymakers, and other experts and staketslder

3. Objectives
New GHG Protocol product and supply chain guidelingl:

Serve as a key tool for companies, suppliers, andumers to reduce GHG emissions in their
supply chains and in the products they buy and sell

Engage new constituencies in GHG management, imgwippliers in large developing
economies such as China, India, and Brazil thatufis&ture products for multinational
purchasers;

Standardize, harmonize, and build upon emergiriainies to assess supply chain and life cycle
emissions, such as the Carbon Trust/British Stalsdastitute/UK Defra; ISO; the Carbon
Disclosure Project; UNEP/SETAC,; industry-specifitiatives; and others; and

Inform ongoing policy discussions about the embddjeeenhouse gases in traded products.



GHG Protocol Product and Supply Chain Standard
Business Plan, Draft for Public Comment (23 May 2008)

4. Deliverables
The project will deliver the following outputs:
(1) GHG Protocol guidelinésn product life cycle GHG accounting and reporting
(2) GHG Protocol guidelines on corporate scope 3 apglgichain accounting and reporting

(3) A series of white papers to be released duringythdeline development process, providing
analysis on topics such as:

a. Results of the GHG Protocol Supply Chain and Lifel€ Survey

b. Applicability and limitations of life cycle assessmnt (LCA) to product and corporate
GHG accounting

c. Applicability and limitations of supply chain mareagent (SCM) methods to product and
corporate GHG accounting

d. Case studies of corporate supply chain GHG acaagiatnd management

Applications of the new GHG Protocol guidelines

Several specific accounting issues that will infaha final guidelines (see Section 9 for

more information on specific topics)

o

5. Unique Opportunity and Timeliness

The GHG Protocol considered developing guidelimegpfoducts and supply chains several years ago but
businesses were then not ready to engage on thee iBis has now changed, and over the past several
months, supply chain sustainability and climatengfeaconcerns have become a high priority in the
corporate community. Initiatives related to supgain and product GHG management are proliferating
rapidly, including Wal-Mart's supply chain initiag, the Carbon Disclosure Project’'s Supply Chain
Leadership Collaboration; various product-labelmmitatives; and emerging guidelines on product GHG
measurement, such as by the Carbon Trust, Brited&rds Institute, and UK Defra.

With this new sense of urgency, and a need fomanoon high quality standard, many companies,
programs, and stakeholders have expressed intengstking with the GHG Protocol to develop new
guidelines on product and supply chain GHG accagntn response to this rapidly growing demand, the
GHG Protocol distributed a survey to assess thd faranew guidelines to over 300 companies, experts
and other stakeholders (see Appendix B for lisespondents to the survey). The response was
overwhelmingly positive, urging the GHG Protocodivelop new guidelines in this area (see Figure 1)

Figure 1. Selected GHG Protocol supply chain surve vy results
Is supply chain & life cycle Is there a significant, long-term
GHG accounting an important need for new GHG Protocol
business issue? guidelines?
o o
| =

! The decision to call thguidelines a “standard” or “guidance” will be matieing the guideline development process.
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Due to the urgent demand expressed through theyuhe GHG Protocol plans to develop the new
standard under an accelerated schedule of 2 yeamgmared to 4-5 years for previous standards. It is
critical to lay a robust accounting foundationhe short term that serves an enduring role inifatiig
effective product and supply chain GHG managemetitinto the future.

6. Lessons Learned from Stakeholder Consultations

Building on the survey results, WRI and WBCSD reflyecompleted a series of consultations with a
focus group that included over 20 participantsespnting leading standards providers, companies,
programs, and academic institutions (see tableAjelo

Focus Group Participants
US EPA Ecofys G'ng”
Carbon Trust ERM BP
Carbon Disclosure Project JP Morgan Chase
. T . Johnson & Johnson

Global Reporting Initiative Citi

. . Interface
The Climate Conservancy Kimberly Clark ;

. . Siemens
Supply Chain Council Lenovo MeadwestVaco
Business for Social Responsibility Cisco .
Professor Bo Weidema

The purpose of these sessions was to seek advigsetof technical and strategic questions geared
towards establishing the scope, objectives, andldpment approach of the new guidelines.

Focus group participants confirmed the need ford¢amponents of a new standard: 1) product GHG

guidelines, building on established lifecycle assgnt methods, and 2) supply chain/scope 3 guekelin

building on the GHG Protocol Corporate Standara: piroduct guidelines will provide a standard

methodology and user-friendly guidance for prodagel GHG quantification, accounting, and reporting

The corporate-level guidelines will focus on seftiroundaries and providing criteria for determining
which scope 3 sources are relevant and signifieaciyding additional detail on corporate supplyicis,
shipping/logistics, product use emissions, andratbepe 3 activities.

Based on the survey and focus group consultatgpegific approaches and areas where the GHG
Protocol can provide unique and significant conttitms are provided in the table below.

Objective GHG Protocol Development Approach

As with its previous two standards (the Corporatn&ard and Project

. Protocol), GHG Protocol will develop a standard ikacientifically sound,
Ensure policy-neutral

guidelines

addressed by programs or policy makers.

policy neutral, and supports multiple business abjes. The standard will focy
on accounting issues while identifying relevanigplssues that will need to be

\14

Ensure separation
between standard design
and implementation

GHG Protocol will avoid a conflict of interest bptbeing involved in any
commercial application of the standard.

Ensure an open,
transparent, inclusive,
and global multi-
stakeholder process

As with the previous two standards, the GHG Prdtpoacess will be an open,
transparent, inclusive, multi-stakeholder procagdémented globally, with
participation from new and existing GHG Protocaitpars and contributors

worldwide.
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Experts agree that ISO offers a widely acceptendraork for product life cycle
accounting. The new GHG Protocol standard wilbtaihe standard for GHG
Build on ISO 14040-44 | impacts; provide additional specifications on tyjgets of methods and level of
Life Cycle Standard data quality needed to meet different objectiveith(aptions for using
simplified approaches to serve certain objectivies)ude sector-specific
considerations; and provide simple, user-friendlidgnce.

7. Key Challenges

The survey and consultation process not only heipestablish the need for the new guidelines sat a
helped illuminate major lifecycle accounting isstiest need further research and analytical wotkch
of consistency in existing initiatives and apprasghand a lack of user-friendly guidance in theueses
and tools that are currently available in the martéven this, we anticipate two major challenges i
completing this work:

Technical challengesSupply chain and product GHG accounting preseatsymew

technical challenges including applying GHG Prot@mmounting principles; setting product
system or functional unit boundaries; determinirigolr sources along the supply chain are
relevant; allocating emissions between various yets] suppliers, and customers; accounting for
product use phase emissions; analyzing and praygliidance on data collection and quality;
addressing the complexity of corporate logistiod sampply chains; developing a framework for
transparently and accurately reporting emissiond;aaldressing sector-specific considerations.
Over the course of the project, the GHG Protoctilwark closely with experts in relevant fields
(life cycle assessment, supply chain manageman},tetaddress these and other technical issues.

Collaborative challenges:Several initiatives on supply chain and productGissions are
now emerging, such as UNEP/SETAC, BSl/Carbon Tit8€, CDP, and industry-specific
initiatives. Through establishing strategic parshgvs with these and other relevant initiatives,
the GHG Protocol will pursue an important roleaeifitating information flow and promoting
synergies between the various efforts to ensumadmwization as well as in convening a broad
and inclusive process to develop the new GHG Pobtgidelines. The GHG Protocol’s goal is
to ensure a comprehensive, rigorous, and objectweideration of important issues and
viewpoints to guide the development of new guidediand to obtain and cultivate inputs from a
wide range of competent and relevant players tarers robust decision-making process.

8. Strategy

Our vision is to develop the GHG Protocol supplgialstandards through a broad, inclusive, multi-
stakeholder process, based on the GHG ProtocoloCaigpStandard and ISO 14040-44 life cycle
assessment standards, which will serve multiplénbas and GHG program objectives. We believe that
the design and form of the GHG Protocol supply eleaid product accounting framework must be driven
by the objectives and functions it will serve, wétthong term goal of supporting and catalyzing
widespread GHG reductions across business valuesct8HG Protocol’'s approach to the development
of new standards has four principal elements:

l. Leverage GHG Protocol’'s Expertise and Trusted Brand
Il. Pursue Phased Development of the Guidelines

1. Convene Broad Multi-Stakeholder Process

V. Ensure Widespread Adoption and Influence

Each of these elements is described in detail helow
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Leverage GHG Protocol’s expertise and trusted brandMany key players, including businesses,
governments, and NGOs, have approached the GH@Gdeidb provide the critical accounting
foundation for product and supply chain GHG manag@r+a role the GHG Protocol is well equipped to
play, due to its unique credibility and respecteahl, established over the last ten years thraugh t
development of its two previous standards. The GH@ocol corporate accounting framework is the
most widely used accounting framework for corpofakdG measurement worldwide. The GHG Protocol
brings its internationally recognized expertis&iAG accounting to ensure the high quality and iriteg

of the new GHG Protocol standard. The project Eserages GHG Protocol’s existing partnerships with
networks of businesses, as well as with GHG acaogiaind reporting programs in major developing
countries—including China, India, and Brazil—to ard the capacity of companies to manage GHGs
along their supply chain and to build the capaeftgeveloping country institutions to support GHG
measurement. Additional information on GHG Prottphrtners in the U.S., Europe, China, India,
Mexico and Brazil is provided in Appendix A.

Pursue phased developmenflong with experts on key accounting issues, wé puiblish periodic
white papers throughout the standard developme@tegs. Doing so will provide a mechanism for
frequent stakeholder comment, which will make tfiamdard more technically robust; create an inchusiv
process for stakeholder involvement; and inform ganies about key issues and challenges as
companies move to implement new strategies whildejjnes are still under development.

Establish a broad, inclusive multi-stakeholder proess Building on the GHG Protocol’s
successful experience in developing its previoasdsdrds, we will establish a broad, inclusive pssder
developing the new standard, including partnershipis key players such as ISO, UNEP/SETAC, CDP,
the Carbon Trust, government agencies, univershigsinesses, and others (see Appendix A for aflist
GHG Protocol partners). We will seek frequent stakeer input through expert and stakeholder
consultation, stakeholder workshops in 3-4 coustia@d extensive road testing of the draft standard
GHG Protocol will engage multinationals to pilostéhese guidelines with their suppliers in key
countries including China, India, and Brazil.

Ensure widespread adoption and influencewe will ensure that the new GHG Protocol guidegdin
achieve wide adoption by major GHG programs antthinies worldwide, many of which have already
expressed interest in the new guidelines, as wdllyacountless companies worldwide, who currergly on
the GHG Protocol as a foundation of their corpocdiiteate strategies. Wide adoption of the guideirse
expected to result from: the inclusive multi-statdeller standard development process; extensivetesduhg of
the draft standard; the existing credibility andra recognition of the GHG Protocol; and GHG Protsc
prior experience in successfully promoting stansaad evidenced by its adoption by many government
programs, international standards, GHG disclosutmiives, and hundreds of companies worldwide.

9. Main Activities

To implement this strategy, GHG Protocol will coetel the following activities over two years.

Year 1 (June 2008 — May 2009)

1. Define and secure consensus on the goals and sttmenew product and supply chain GHG
accounting guidelines, including through focus greonsultations and public review process

2. Hold 3-4 stakeholder workshops (in the U.S., Eur@pel China) for discussion of the standard
development process, the goals and scope of thestaaadard, and specific accounting and
implementation issues; and presentation of stakiehalase studies in supply chain/product GHG
accounting and management
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3. Convene a multi-stakeholder global steering conamito guide and build consensus on the
development and implementation of internationatiglines for product/supply chain GHG accounting

4. Convene technical working groups to lead the dgraknt of guidelines on specific accounting issue
In convening these working groups, WRI and WBCSI: wi

Establish criteria, qualifications, and terms dérence for participation

Appoint working group leaders and facilitators

Prepare work plan and expected outputs of workioggs

2S.

5. Through working groups, draft a series of whitegyamand chapters, addressing such issues as:
Standardizing concepts and terms,
Defining accounting principles,
Defining accounting boundaries,
Criteria for determining relevance of scope 3 sesyc
Methods for allocation of emissions,
Data sources, data collection and confidentiality,
Emissions quantification and emission factors,udiig data quality tiers
Accounting for emissions from outsourced and catéh activities,
Accounting for emissions from shipping and logistic
Accounting for emissions from product use and digho
Methods and tools for business-to-business dataaee,
Reporting and communication to stakeholders,
. Sector-specific accounting issues, and
Sector case studies in supply chain and product @Get®Bunting.

S3TARTTSQ@T0Q0 T

Year 2 (June 2009 — May 2010)

6. Complete the white papers series, addressing shesdisted in (5)

7. Synthesize working group inputs into draft guidetin

8. Convene stakeholder workshops in 3-4 countries

9. Implement road testing programs of draft guidelimethe U.S., Europe, China, India, and Brazil
through GHG Protocol’s regional partners and otbeal industry associations (see Appendix A)

10. Conduct road testing workshops in 3-4 countriedeteelop recommendations for changes and
improvements in the guidelines

11.Incorporate feedback from road testing and finajailelines
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Figure 2. Guideline development process (Steps 3 -7)
[Note: This is an example; working group organizatio n and topics are TBD ]
_________________________________ Steering e
] Committee i
4 ] N\ [ ] N\ [ ] N\ [ ] I
Working Group on Working Group on Working Group on Working Group on
Boundaries and Data and Product Use Reporting and
Allocation Quantification Emissions Communication
\ AN AN
v N \ 4 N A 4 N \ 4
White papers and/or White papers and/or White papers and/or White papers and/or
chapters on setting chapter on data chapter on accounting chapter on reporting
system boundaries and sources, data collection for emissions from and communicating
allocating emissions and tools, etc product use emissions data
2N \/ - / L
Draft
Publication
Figure 3. Building consensus (Steps 8-11)
Phase 2:
Phase 1: Stakeholder Phase 3:
Produce draft - > consultation - > Produce final
guidelines workshops, and guidelines
road testing

10. Stakeholder participation

The GHG Protocol is a multi-stakeholder, consermsed process that depends on the active
participation of stakeholders to ensure the sucaerdsroad adoption of its standards.
Stakeholders are encouraged to participate inelieldpment process in several ways:

1. Participate in a technical working group

2. Participate in the stakeholder advisory group
3. Road test draft guidelines

4. Contributefunding support

A form will be distributed for stakeholders to indte their interest in participation (see attached
stakeholder participation document). Companiesaher stakeholders are encouraged to apply

7
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for any and all categories of interest. While thehinical working groups require active
participation, members of the stakeholder advigwoup will provide only periodic feedback on
draft elements of the guidelinezee Appendix A for a list of GHG Protocol parter

11. Contact

For more information, please contact:

David Rich Pankaj Bhatia Antonia Gawel

GHG Protocol Director, GHG Protocol GHG Pgab

World Resources Institute World Resources Ingitut WBCSD

Tel: +1 (202) 729-7744 Tel: +1 (202) 729-7629 el: %41 22 839 31 10
drich@wri.org pankaj@wri.org gawel@wbcsd.org
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Appendix A: Leveraging GHG Protocol’s Partnerships

The new work on product and supply chain guidelindideverage GHG Protocol’s existing engagement
with networks of international businesses, as alits partnerships with GHG accounting and repgrti
programs in major developing countries, to desigw guidelines and expand the capacity of companies
to manage GHGs along their value chain.

Below is a list of current and prospective partnersach country to develop and implement the new
guidelines in the U.S., Europe, China, India, Mexand Brazil.

United States

Europe

India

China

Mexico

Brazil

WRI's corporate partners, including US Climate Besis Groups
WBCSD Corporate Members

US Climate Action Partnership (USCAP)

US EPA Climate Leaders

The Climate Registry

WBCSD Corporate Members
The Carbon Trust

The Carbon Disclosure Project
European Commission
Respect/BLICC

Confederation of Indian Industries (CII)
The Energy and Resources Institute (TERI)
Bureau of Energy Efficiency (BEE)

CBCSD - China Business Council for Sustainable [praent
CBMA - China Building Materials Academy

ERI - Energy Research Institute

Tsinghua University

NDRC - National Development and Reform Commission
CSCC - China Standard Certification Center

Sinopec

Beijing Shuoren Hitech Energy Co., Ltd.

Energy Foundation

BP Foundation

Alcoa Foundation

Asia Pacific Partnership - Cement Task Force

SEMARNAT

CESPEDES

CONCAMIN - Confederation of Industrial Chambersloé United Mexican States
INE - Institute of Ecology

RETC - Pollutant Transport and Emission Registry

Conselho Empresarial Brasileiro para o Desenvolatm&ustentable (Brazilian Business
Council for Sustainable Development

Fundacdo Getulio Vargas
Ministry of the Environment



Appendix B: Respondents to GHG Protocol Supply Chai

ACE-INA

AgRefresh

Alcan

Alcoa

AMD

American Water

Anheuser-Busch

APl Hong Kong

. Balance Carbon

10.BG

11.BP

12.BWBR Architects

13.Carbon Trust

14. Caterpillar

15. China Association of Small and
Medium Sized Enterprises

16.Cisco

17.Citi

18.The Climate Conservancy

19.The Climate Group

20.Climate Mitigation Services

21.CLP

22.Canadian Standards Association

23.Dell

24.Dow

25.DuPont

26.E2MC

27.Earth Color

28.Ecofys

29.EDF

30.Energetics

31.Environmental Resources Trust

32.EPA SmartWay

33.ERM

34.E-Source

35.Fedex Kinko’s

36.FPL

37.Gap

38.General Electric

39.General Motors

40. Georgia Pacific

41.Go Neutral Now Consulting

42.Google

43.Green Logistics Consultants Group

44, Haworth
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n/Life Cycle Survey

45 .HP

46.1BM

47.1ECA

48.Increment

49. Interface

50.Johnson and Johnson

51.Kansai Electric Power Co.

52.Kimberly Clark

53.Kodak

54.Lend Lease Corporation

55.Lenovo

56.Lienne

57.Mohawk Paper

58.NCASI

59.New Zealand LandCare Research

60. Northeast Utilities

61.Novozymes

62.Natural Resources Defense Council

63. Office Depot

64.0wens Corning

65.Petro Canada

66.Quad Graphics

67.Rick Love

68. SEMARNAT (Mexico)

69. Shell

70. Smith Group

71. Spanish Business Council for
Sustainable Development

72.Staples

73.Steelcase

74.Suncor

75. SustainAbility

76.Tengelmann

77.Tetra Tech

78.Trihydro

79.Unilever

80. Victoria Australia EPA

81.Volkswagen

82.Winemakers’ Federation of Australia

83. Xerox



