This document is for members of; 

· Green Gas Certification Scheme (GGCS)
· The European Renewable Gas Registry (ERGaR) 
· Association for Renewable Energy and Clean Technology (REA)


What is happening?

The Greenhouse Gas Protocol (GHGP) is running a series of surveys related to all aspects of their guidance. 

https://ghgprotocol.org/survey-need-ghg-protocol-corporate-standards-and-guidance-updates 

The GHGP is an essential part of the reporting rules for consumers of biomethane and ensuring that those consumers see value in purchasing Biomethane Certificates of all types across Europe (GoO and PoS). 

These surveys are independent to the feedback process for the Land Sector and Carbon Removal guidance which ended in November 2022 although responding to these surveys is a key part of the same efforts to ensure that market based reporting is valid within Scope 1. 

Below you will see a draft of the reply that the Green Gas Certification Scheme will submit on behalf of our members, with adapted version submitted by the REA and ERGaR. 

GGCS, REA and ERGaR members are encouraged to make their own submissions to the survey and may which to provide a detailed reply or use the simple reply template also provided.  

Of the four surveys’ most relevant one to the renewable gas certificate market is survey 4 on market based reporting. Survey is to be completed online here. 

An explanatory memo along with a list of the survey questions can be found here here, which states that:

“This is an initial exploratory survey to gather inputs and perspectives from stakeholders related to market-based accounting approaches”.

This shows that the survey is starting point for a ongoing discussion regarding market based reporting that will take place over the next 18 months. 




What is the key background info from the GHGP?

Included in the background to this survey in the memo is the following:

“Companies may…report the following information in a GHG inventory report, separately from emissions reported in the scopes: purchases of credits, certificates, or other instruments, and/or the GHG impact of company actions or financing, such as avoided emissions, using project or intervention accounting methods (where impacts on emissions are quantified relative to a counterfactual baseline scenario).”

Additional market-based accounting approaches have been proposed for a variety of other commodities, sectors, and end-uses since the introduction of the Scope 2 Guidance. Market-based accounting approaches have recently been proposed for many different sectors, including natural gas/biomethane, aviation fuels (SAF), agricultural commodities, freight transport, maritime shipping, oil, steel, aluminum, and others. Market-based proposals have typically arisen in cases where companies purchase products or commodities from common pools or distribution systems, and direct contracting with suppliers or traceability to individual points of origin are not feasible.”

Note for GGCS/ERGaR/REA members - This shows that the question on the table is not about if Biomethane Certificates can be used or not. It is about where in a company’s GHG report is would take effects, would be “separately from emissions reported in the Scopes” aka “off scope” or can it be included “in Scope” to show a market based emission (in Scope 1). 

Some proposals would seek to expand the type of market-based accounting introduced in the Scope 2 Guidance to account for scope 1 and/or scope 3 emissions. Other types of market-based approaches have also been proposed, such as supply shed interventions, project-based insetting, baseline-and-credit approaches, etc. At the same time, there has been mixed feedback on the use of the market-based method in scope 2, including some criticisms about its efficacy and appropriateness.

Examples of market-based instruments that have been proposed include… 

· Certification/chain-of-custody models
· Mass-balance certification: Purchases of certificates in which materials or products with a set of specified characteristics are mixed with materials or products without that set of characteristics
· Book-and-claim certificates: Purchases of certificates in which environmental attributes are separated from the products the company physically consumes

The GHG Protocol is undertaking a process to determine the need and scope for additional guidance building on the existing set of corporate GHG accounting and reporting standards for scope 1, scope 2, and scope 3 emissions. As part of this process, the GHG Protocol plans to holistically examine the appropriateness of market-based accounting methods across sectors, end-uses, and scopes. This process would seek to explore whether market-based accounting is appropriate for scope 1, scope 2, and/or scope 3 and/or project accounting. It would also explore whether the accounting approach for scope 2 (e.g., dual reporting using location-based and market-based methods, market instrument quality criteria, etc.) would need to be applied, amended, or expanded if it were applied outside of scope 2.


Note for GGCS/ERGaR/REA members – after three years over developing a draft  Land Sector and Carbon Removal guidance document,  during which market-based reporting was not widely discussed, this new process will be taking a detailed look. 


Questions to which GGCS, ERGaR, REA will be replying. 


Survey 1: GHG Protocol Corporate Accounting and Reporting Standard survey [link to survey]

13. Do you think there is a need to update the GHG Protocol Corporate Standard? 

b. Minor update (limited updates, clarifications, additional guidance, or refresh needed) 

14. Please explain your selection. You may enter brief comments here or submit a more detailed proposal using the proposal template. 

The GHG Protocol Corporate Standard needs to be updated to provide detailed information on a dual reporting approach to reporting Scope 1 emissions including detailed information on the market-based approach and how it can be applied e.g. related quality criteria for contractual instruments. 

There has already been clear guidance for market based reporting for biogas in the Scope 2 guidance from 2015-2019 which can be reissued and elaborated on further. 

What is your experience applying the standard? Does your program implement all the requirements of the standard? If not, why not? Are there any gaps or problems you have faced in implementing the standard? Are changes to the standard and/or support on the use of the standard needed from a programmatic perspective? 


Survey 2: Scope 2 Guidance survey (link to survey)


12. How satisfied are you with the current GHG Protocol Scope 2 Guidance?

We are not satisfied that the current guidance does not include a reference to market-based reporting of gaseous fuels and that this Appendix, in place from 2015-2019 was removed with no notice and has not been replaced anywhere in the GHGP guidance and standard suite. Furthermore, this survey process lacks recognition that this Appendix was a well-received and well used aspect of the GHGP guidance and standard suite for many years. 

13. Do you think there is a need to update the GHG Protocol Scope 2 Guidance?

Yes

14. Please explain your selection. You may enter brief comments here or submit a more detailed proposal using the proposal template.

We fully support an update of the Scope 2 guidance to reflect the growing & maturing of market-based Scope 2 reporting. We believe that guidance on gaseous fuel use including grid supplied low carbon gases should be fully covered within the GHGP guidance and standards suite however we recognize that it was an anomaly to have the previous guidance on reporting Scope 1 emissions from biomethane in the Scope 2 guidance. 

Such guidance on Scope 1 reporting and gaseous fuels should be given its own guidance document or incorporated into the Corporate Standard, which the key factor being that it must not be an appendix or annex. It should be given a clear status which make sense given Scope 2 and 3 have distinct and comprehensive guidance documents. 


[bookmark: _Hlk128651897]17. Do you think there is a need for updates related to the scope 2 market-based method?

Yes – the quality criteria should be revisited to ensure maximum confidence in the benefits of market-based Scope 2 reporting which is important to maintaining confidence in market based reporting across the scopes. 

19. Do you think there is a need for updates related to the dual reporting requirement, i.e., to report scope 2 emissions using both the location-based method and market-based method?

We fully support the dual reporting approach and encourage the GHGP to work with its partners in the target setting sector to ensure that rules on dual reporting are fully enforced. 

GHGP guidance can make reference to advertising and consumer protections legislation such as - https://greenclaims.campaign.gov.uk/ - to help ensure that market based claims are made in a transparent manner. 

32 . GHG inventory reporting can overlap and/or interact with regulatory policy mandates, state and federal subsidies, emission reporting or target-setting programs, etc. (e.g., see Scope 2 Guidance, Chapter 8.2 Reporting on the relationship between voluntary purchases and regulatory policies). Are there clarifications or changes in the Scope 2 Guidance that would simplify and harmonize complying with the Scope 2 Guidance and better align with regulatory policy mandates, programs, etc.? If so, please identify such interactions and share any potential solutions. 

In the UK and EU inventory reporting overlaps with key policy instruments which are based on market based reporting of both purchased electricity and gaseous. The GHGP should align itself with this policies by supporting market based reporting (via a dual reporting approach). In that way the incentives of the GHGP and government policy would align and drive the maximum amount of renewable energy production and use. We provide below examples that relate to Scope 1 and gaseous fuel use (as this question does not appear in the market based reporting survey). 

UK Renewable Transport Fuel Obligation (RTFO) supported market-based reporting of biomethane via common carrier pipelines using a mass balance approach. Renewable Transport Fuel Obligation (RTFO): compliance, reporting and verification - GOV.UK (www.gov.uk) 

The UK Green Gas Levy provides exemptions to suppliers delivering 50% plus renewable gas as evidenced by a Guarantee of Origin style system which combines some elements of mass balance (consumer and producer are part of the same closed and balanced system) with elements of book and claim (temporally matching is looser than in most mass balance systems). https://www.gov.uk/government/publications/green-gas-levy-ggl-rates-and-exemptions/exemptions-from-the-green-gas-levy-ggl-approved-biomethane-certification-schemes 

European Union Emission Trading Scheme – this is the flagship carbon pricing scheme in the EU and since Jan 2023 has provide clear and explicit rules supporting market based emission reporting of gaseous fuels (it has supported market based approach in theory since 2013 however the rules have now been clarified). Details are contained in COMMISSION IMPLEMENTING REGULATION (EU) 2020/2085 of 14 December 2020 amending and correcting Implementing Regulation (EU) 2018/2066 on the monitoring and reporting of greenhouse gas emissions pursuant to Directive 2003/87/EC of the European Parliament and of the Council - https://eur-lex.europa.eu/eli/reg_impl/2020/2085/oj 

The market based approach to reporting purchases to electricity, gases, heating and cooling is explicit in the first and second renewable energy directive. Article 19 of the second directive make it clear that there is no conflict between market-based reporting and government support and the two are complementary in being a driver to increasing renewable production. 

Article 19 – Item 2 – “Member States shall ensure that when a producer receives financial support from a support scheme, the market value of the guarantee of origin for the same production is taken into account appropriately in the relevant support scheme.”

While the UK is no longer an member of the EU such an approach is shown in the current subsidy for biomethane injection, the Green Gas Support Scheme, that recognizes in its impact assessment that income from contractual instruments will form part of the business model for developers - Green Gas Support Scheme and Green Gas Levy: final stage Impact Assessment - https://www.gov.uk/government/consultations/future-support-for-low-carbon-heat 


[bookmark: _Hlk128651988]36. Based on the past seven years’ worth of data, under the current market-based accounting framework, is there empirical support for the premise that market-based scope 2 accounting framework results in collective changes in low-carbon energy supply and global atmospheric GHG emission reductions? Please explain, including empirical justification on why or why not. You may enter brief comments here or submit a more detailed proposal using the proposal template. 

[bookmark: _Hlk128652033]As you are aware from 2015-19 the Scope 2 guidance gave opportunity to use a market based report for Scope 1 emissions stating that “If a company has a contractual instrument specifying its gas supply as “biogas” or “biogenic,” the company should report using the market-based method and refer to the Scope 2 Quality Criteria to evaluate whether its gas use should be reported as scope 1 natural gas using a standard emission factor…”

Following the publication of this Guidance document the full biomethane value chain from producers, traders to consumers have actively engaged to improve and develop the robust system for issuing biomethane contractual instruments. Therefore we have seven years of evidence on how the biomethane industry has operated using market based reporting. 

In the UK, since 2015, over 14TWh of Renewable Gas Guarantees of Origin (RGGOs) issued by the registry we operate (the Green Gas Certification Scheme) have been purchased by gas consumers to show that they are consuming biomethane. Assuming a conservative value of £2/MWh for RGGOs, this is over £28 million of value delivered into the biomethane industry. Looking just at 2022 and using the much higher reported prices over this year of £10/MWh, then over £44 million of value was bought into the sector in a single year. This revenue is critical as it has supported existing biomethane producers and the operation of their plant during a volatile period. If viewed in terms of supporting new plant, this sum would be equal to the capex to build approx. 4 new biomethane plants of around 5MW capacity each. This income helps ensure the production of more biomethane and greater GHG savings.  

These figures are from the UK alone and similar levels of support to renewable energy producers from the sale of contractual instruments such as GoO have been seen in other countries. We include below some indicative numbers reported to us by biomethane registries who are member of the European Renewable Gas Registry (ERGaR) association. 

Energienet – Denmark  -  22TWh 
GRDF – France - 10TWh 
AGCS - Austria – 0.5TWh  
DENA – Germany - 75TWh 
VSGG - Switzerland – 2.6TWh 

Across these 5 countries over 100TWh of biomethane certificates have been bought since 2015. Pricing information is not available for all of these certificates and there are a range of relationships to different support schemes. However if you made a conservative assumption that consumers purchasing these certificates gave an additional value to them of £2/MWh, over and above any value they might receive back in support or subsidy claims, then you arrive at a value of £200million.

Prices for RGGOs are now reported by S&P Platt, Argus Media and others in response to consumer interest in securing renewable gas supplies and the involvement of these organisations has helped increase greater awareness and the level of interest from companies who now wish to secure biomethane supplies as part of their GHG reduction strategy.  

Purchases of these GoO and other certificate types are driven by different motivations but the ability to lower their Scope 1 emissions is prominent within them and the 2015-2019 guidance was a strong enabling factor. 

The value received by producers from the sale of GoO and other certificates is acknowledged as driving additional production as government subsidy goes further when matched to this additional value secured by generators (See Green Gas Support Scheme Impact Assessment and Article 19 item 2 of REDII). 

Developers of new biomethane projects stress to us the importance of revenue from contractual instruments for market based reporting. We would recommend that the GHGP contact the European Biogas Association (EBA) to facilitate a direct conversation with the biomethane community in Europe to better appreciate how this has become an important component in helping drive the development of new plant. 

This importance comes from not only the direct financial benefit which can be secured by selling GoO in an open market but also because biomethane developers are now building projects in partnership with long term consumers who require the ability to report biomethane supplied via the grid and show reduced Scope 1 emissions in line with their SBTi goals. 

We recognise that there has been  academic work criticising that lack of additionality  i.e no creating “collective changes in low-carbon energy supply”, from market based reporting; however we believe that this work does not reflect the experience of the biomethane market (and also does now not reflect the maturity of a dynamic PPA market for renewable power, which is appearing as Government subsidy mechanisms are withdrawing). There is now a body of evidence in the gaseous fuels sector showing the value of market based reporting that has not yet been formally assessed but such an exercise should be conducted through this process of developing revised guidance on market based reporting within the GHGP. 

For example public reporting of prices for biomethane GoO is growing and can be analysed further to the basic numbers provided in our answer above. 

In addition the impact of REDII Article 19 also needs to be taken into account, given the clear framework is provides for income from GoO to be  accounted for in subsidy regimes, which is only now getting embedded in policy around Europe in the same way it already is in the UK. 

Market based reporting will increasingly fit into market-based support mechanisms and create an efficient “price discovery” of the optimal combination of government policy and/or support and market generated income through GoO and other contractual instruments.    


37. If necessary, are there changes to the market-based framework that can ensure rigorous accounting that demonstrates collective changes in low-carbon supply and global atmospheric GHG emission reductions? If unnecessary, why; If so, what changes? You may enter brief comments here or submit a more detailed proposal using the proposal template. 

The quality criteria can be revisited and developed to ensure a more robust link between the purchase of contractual instruments and the input of lower carbon gas and power into the grids that connect consumers and producers. 

Criteria around additionality can be developed for example a requirement that in the future GoO are sources from unsubsidized producer or producers receiving a subsidy that has been adjusted to reflect income from GoO sales. 

However some grandfathering of a requirement on additionality should be build it and it should be recognized that the income model for biomethane production is complex. Income received by existing plant built with support from government subsidy is also of a net benefit to reducing carbon emissions as the profitability of such plants encourages them to produce at the maximum capacity, invest it capacity upgrades and develop more plants in the future. 

The GHGP requirements should also reflect the fact that many subsidies are time limited at income from contractual instruments can play a vital role in ensuring the already existing assets continue to operate beyond that timeline. 

Companies and auditors can be encouraged to make an assessment of if their purchase of contractual instrument shows a genuine and additional value to producer for example by assessing the price of the contractual instrument against the price of the underlying commodity, length of purchase agreement and any linked investment in the project development etc. Country wide assessments can be made of the value of the market to producers applied. 


Survey 3: Scope 3 Standard and Scope 3 Calculation Guidance survey (Link to survey)

29. Do you have any other feedback or suggestions to improve and/or refine the Scope 3 Calculation Guidance? 

The GGCS guidance for the use of RGGOs under the GHGP has always recommended Scope 3 reporting of emissions related to the use of biomethane. In the UK, in order to qualify for Government support (NDRHI/GGSS), each consignment of feedstock utilised in production of biomethane must comply with a minimum GHG lifecycle threshold. This is set out in Ofgem’s NDRHI Sustainability Self-Reporting Guidance (23 November 2022) – specifically:

· “5.2. The Regulations require that participants must produce renewable heat with lifecycle greenhouse gas emissions of less than or equal to 34.8 grams of carbon dioxide equivalent per megajoule of heat generated…”
· “5.7. Throughout this chapter we refer to GHG emissions of biomass, biogas and biomethane as ‘carbon intensity’. This is measured in terms of the lifecycle GHG associated with the fuel as carbon dioxide equivalent (CO2eq). It therefore includes GHG other than carbon dioxide (eg methane and nitrous oxides) but excludes combustion emissions.”
· “5.44. As set out in chapter 5, where there is a land use change, the emissions associated with this must be included within the GHG lifecycle emissions calculation.”

The new Draft Land Sector and Removal Guidance states that “Companies reporting a GHG inventory in conformance with the Land Sector and Removals Guidance shall also follow and meet all the requirements of the Corporate Standard and Scope 3 Standard.”[page 10]

The Scope 3 guidance should align with the draft Land Sector and Removal Guidance however the result should not be to force companies to report their full Scope 3 emissions because they have purchased bioenergy. 

As there is at the moment their should be encouragement from the GHGP and related target setting programs to for companies to move towards full account of Scope 3 emissions, however there will be instances where this is an unrealistic expectation e.g. in for Small and Medium sized enterprises. 

Therefore we fully support the rule that for any bioenergy use reported in Scope 1 or Scope 2, using a market based method, a full report of the associated Scope 3 emissions occurring from the production of that bioenergy should be made. However, this should not trigger a company to be required to report their scope 3 emissions from other activities e.g. Business travel. 

The GHGP should also require the reporting of Scope 3 emissions from the consumption of fossil fuels, for example any company burning coal should report in their scope 3 the upstream emissions associated with the production of coal including significant methane emissions. Such as approach will also support the minimizing of Scope 3 emissions from fossil gas production which will support the important work of MIQ - https://miq.org/ 



Survey 4 - Market based account approaches  

Questions 1-10 are general questions on the identity of the respondent. 

11. Is the current GHG inventory accounting approach for scope 1 and scope 3 effective in producing an accurate, complete, consistent, relevant, and transparent account of a company’s GHG emissions and removals associated with its operations and value chain? 
 
 No 

12. Please explain your selection. You may enter brief comments here or submit a more detailed proposal using the proposal template. 

Assuming that the “current approach” is defined by the survey comment that Scope 1 emissions are only calculated using a physical or average-based accounting approach when taking into account grid supplied energy then we have answered no to question 11. 

By ruling out market based reporting (as part of a dual reporting approach) in Scope 1 (in relation to renewable energy options such as pipeline delivered biomethane and other low carbon gases), there is no ability in the GHG inventory to support or allow for consumer engagement with the gas market,opting for the purchase of gases with lower GHG values. 


The principles of completeness, consistency and relevancy and transparency are undermined by the “current approach” andour answers to question 14 show why they are supported by a market-based accounting approach.   


13. Do you think there is a need for market-based accounting approaches related to scope 1 GHG reporting?

Yes 

14. Please explain your selection. You may enter brief comments here or submit a more detailed proposal using the proposal template.

Market based reporting allows for a more complete assessment of a consumers’ GHG inventory by including the relationship of the end user to the GHG emissions associated with the production and supply of gaseous fuels, which can be renewable or non renewable and have a range or emissions associated with their production and use. The main renewable and low carbon gas available now is biomethane and there are also smaller but growing amounts of biopropane. In the future there will be large amounts of renewable and non-renewable hydrogen delivered though common carrier pipelines either mixed with methane or in dedicate pipelines. As such the GHGP needs a robust method for consumer to report the purchase and consumption of these gases in a way that supports the GGHP principles and drives real world emissions reductions. 

Market based reporting also supports the consistency principle so that the location and market based emissions of both gaseous fuel and purchased electricity can be compared. 

There is also the issue of consistency of the GHGP with other well established and government supported market-based reporting methods such as; 

· The Green Gas Levy (UK)
· The Renewable Transport Fuel Obligation (UK) 
· Streamlined Energy and Carbon Reporting guidelines (UK) 
· Guarantees of Origin for consumer disclosure as defined in Aritcle 19 of European Union’s Renewable Energy Directive

The relevancy principle includes the import statement that the reporting approach should service the decision-making needs of users. Market based reporting in Scope 1 informs internal decision makers of the availability of lower carbon gases in the supply chain they source from. They can there for make fully informed decisions regarding the continued use of gaseous fuels as a decarbonization option or the need to focus on alternatives such as electrification.

Market based reporting (as part of a dual reporting approach) is fully in line with the transparency principle of including a clear audit trail and proving references to account methodologies used. We recognized some of the criticisms of market based reporting and the GGCS and other registries have responded to calls from consumers and commentators about the provision of further information on their contractual instruments to support energy consumers with the process of selecting the energy supplies they need.this GHGP Review process is a opportunity to further develop that progress. 

As well as supporting the transparency, completeness, relevancy and consistency principles market based reporting is driving a market providing significant value to biomethane producers, driving additional production and GHG savings. 

We have provided details in reply to question 36 on the survey on Scope 2 reporting and fully support the concept that market based reporting must be shown to result it “collective changes in low-carbon energy supply and global atmospheric GHG emission reductions”. We repeat the evidence provided below…

The positive results of introducing market-based reporting for the purchase of renewable gas supplies in support of Scope 1 reporting has been evidenced from the GHGP guindace in in place between 2015 and 2019.  That Scope 2 guidance stated that “If a company has a contractual instrument specifying its gas supply as “biogas” or “biogenic,” the company should report using the market-based method and refer to the Scope 2 Quality Criteria to evaluate whether its gas use should be reported as scope 1 natural gas using a standard emission factor…”. Following the publications of this Guidance document the full biomethane value chain from producers, traders to consumers have actively engaged to improve and develop the robust system for issuing biomethane contractual instruments. 

In the UK, since 2015 over 14TWh of Renewable Gas Guarantees of Origin (RGGOs) issued by the registry we operate (the Green Gas Certification Scheme) have been purchased by gas consumers to show that they are consuming biomethane. Assuming a conservative value of £2/MWh for RGGOs, this is over £28 million of value delivered into the biomethane industry. Looking just at 2022 and using the much higher reported prices over this year of £10/MWh, then over £44 million of value was bought into the sector in a single year. This revenue is critical as it has supported existing biomethane producers and the operation of their plant during a volatile period. If viewed in terms of supporting new plant, this sum would be equal to the capex to build 4 new biomethane plants of around 5MW capacity each. This income helps ensure the production of more biomethane and greater GHG savings.  

These figures are from the UK alone and similar levels of support to renewable energy producers from the sale of contractual instruments such as GoO have been seen in other regions. We include below some indicative numbers reported to us by biomethane registries who are member of the European Renewable Gas Registry (ERGaR) association. 

Energienet - Denmark, 22TWh 
GRDF - France, 10TWh 
AGCS - Austria – 0.5TWh  
DENA – Germany - 75TWh 
VSGG - Swizterland – 2.6TWh 

Across these 5 countries over 100TWh of biomethane certificates have been bought since 2015. Pricing information is not available for all of these certificates and there are a range of relationships to different support schemes. However if you made a conservative assumption that consumers purchasing these certificates gave an additional value to them of £2/MWh,over and above any value they might receive back in support or subsidy claims, then you arrive at a value of £200million.

Prices for RGGOs are now reported by S&P Platt, Argus Media and others in response to consumer interest in securing renewable gas supplies and the involvement of these organisations has helped increase greater awareness and the level of interest from companies who now wish to secure biomethane supplies as part of their GHG reduction strategy.  

The GHGP must be clear that purchases of those GoO are driven by different motivations but the ability to lower their Scope 1 emissions is prominent within them and that the 2015-2019 guidance was a strong enabling factor. 

The value received by producers from the sale of GoO and other certificates is acknowledged as driving additional production as government subsidy goes further when matched to this additional value secured by generators (See Green Gas Support Scheme Impact Assessment and Article 19 item 2 of REDII). 

Developers of new biomethane projects stress importance of revenue from contractual instruments for market based reporting. We would recommend that the GHGP contact the European Biogas Association (EBA) to facilitate a direct conversation with the biomethane community in Europe to better appreciate how this has become an important component in helping drive the development of new plant. 

This importance comes from not only the direct financial benefit which can be secured by selling GoO in an open market but also because biomethane developers are now building projects in partnership with long term consumers who require the ability to report biomethane supplied via the grid and show reduced Scope 1 emissions in line with their SBTi goals. 

We recognise that there has been  academic work criticising that lack of additionality  i.e creating “collective changes in low-carbon energy supply”, from market based reporting; however we believe that this work does not reflect the experience we have in relation to biomethane certificates  (and also does now not reflect the maturity of a dynamic PPA market for renewable power, which is appearing as Government subsidy mechanisms are withdrawing). There is now a body of evidence in the gaseous fuels sector showing the value of market based reporting that has not yet been formally assessed but such an exercise could be examined through this process of developing revised guidance on market based reporting within the GHGP. 

For example public reporting of prices for biomethane GoO is growing and can be analysed further to the basic numbers provided in our answer above. 

The impact of REDII Article 19 also needs to be taken into account, given the clear framework is provides for income from GoO to be  accounted for, which is only now getting embedded in policy around Europe in the same way it already is in the UK. 

Hence, we are likely to see a move toward much more market based support mechanisms which will show a clear “price discovery” of the optimal combination of government policy and/or support and market generated income through the use of GoO.   


15. If yes, what would be the purpose or objective(s) for incorporating market-based accounting approaches in scope 1 GHG emission reporting? You may enter brief comments here or submit a more detailed proposal using the proposal template.

The objectives would be to fulfill the principles of the GHGP around completeness, consistency, transparency and relevancy. 

It would support the thriving market for contractual instruments which is now providing hundreds of millions of euros of value to biomethane producers and driving “collective changes in low-carbon energy supply and global atmospheric GHG emission reductions”.

See answers to question 14 for further details. 


16. Do you think there is a need for market-based accounting approaches related to scope 3 GHG reporting? 

Yes 

17 Please explain your selection. You may enter brief comments here or submit a more detailed proposal using the proposal template. 

In tandem with the market based GHG value reported in Scope 1 relating to the consumption of of different gases via a common carrier pipeline, a market based Scope 3 value is needed to to reflect the upstream emissions from the production of biomethane and other low carbon gases.

Such an approach also improves the completeness and accuracy of those purchasing fossil gas and support a market that encourages the use of fossil with the lowest possible scope 3 emissions e.g. minimal methane leakage or flaring.  

There may be other products and markets that relate to the Scope 3 emissions where market based reporting is provides a route for a consumer to engage with a market and create positive environmental outcomes. However GHGP guidance should put in place safeguard on the types of contractual instruments that can be used by improving and updating the quality criteria in the Scope 2 guidance to make them relevant to all types of supply chains. The GHGP should also provide strong guidance on market boundaries and a A distinction should be made between; 

a) closed systems such as gas and electricity grids which are heavily regulated and have system operators who are independent of the producers and consumers that ensure that inputs and outputs balance. Note there may also be companies who distribute a mix of gas in a closed system but not by pipeline e.g. Calor Gas Ltd in the UK. - https://www.calor.co.uk/) 

b) open systems such as agricultural inputs to food and drink manufacturing where contractual instruments can be used but the link between production and consumption is weaker and there is no overall market boundary. 

The other area where market based scope 3 reporting is important is if a company procures biomethane via market-based instruments to lower their scope 1 emissions, these reductions should be recognized in the upstream and downstream company’s scope 3 emissions. 

For example, if a logistics company A procures biomethane (biomethane as transport fuel) to reduce scope 1, the client company B should be able reflect these reductions in scope 3 emissions of its manufactured products (transportation and distribution as upstream activities for client company B). 


18. If yes, what would be the purpose or objective(s) for incorporating market-based accounting approaches in scope 3 GHG emission reporting? You may enter brief comments here or submit a more detailed proposal using the proposal template. 

To accurately reflect the upstream emissions of the production of low carbon gases when purchasing contractual instruments that were used in a market based scope 1 emission reporting. 

To accurately reflect the emissions in producing a product or service where those emissions are reported in the Scope 3 emissions of an company upstream or downstream of the user of the biomethane. 

19. Do you think that market-based accounting approaches ensure that emission reductions reported in a company’s GHG inventory correspond to a reduction in emissions to the atmosphere?

Yes

20. Please explain your selection. You may enter brief comments here or submit a more detailed proposal using the proposal template.


Contractual instruments ensure that a consumers activity, in this case being the consumption of pipeline delivered gas, correspond to low carbon gases being placed into the same pipeline. The production of those low carbon gases represent a reduction in emissions to the atmosphere in comparison to the production and consumption of fossil based gases that they are replacing. 

21. If yes, how do they ensure consistency between company and global emission reductions? You may enter brief comments here or submit a more detailed proposal using the proposal template.

The production of low carbon gases replace higher emission fossil gases and represent a reduction in global emissions. For example the UK government estimate that increasing the production of biomethane by 2.8TWh/year will result in savings of 8.2MtCO2e over 15 years. These reductions will be reported by national governments when they compile their GHG inventories which may take various forms, with the Paris Agreement defined Nationally Determined Contributions (NDCs) being the most significant methodology. 

These CO2 savings can be shown in company GHG emissions report via both market-based and location-based emission values. In the first case savings would be shown by those companies purchasing contractual instruments. For location based reporting, the GHG intensity for gas residual mix can be calculated by knowing the full range of gases flowing through the common pipeline, as well as their specific emission factors, and then taking into account the renewable component of gas injected and adjusting for any contractual instruments used i.e. the residual mix. 

None of the savings reported at the company level are included in national level reports so there is no double counting is it just the case of the emissions being counted at different levels by different actors. 

22. Could current or new market-based approaches be designed to ensure that emission reductions reported in a company’s GHG inventory correspond to a reduction in emissions to the atmosphere?

Yes 

23. Please explain your selection. You may enter brief comments here or submit a more detailed proposal using the proposal template. 

See response to Q21. 

Ensuring that contractual instruments that meet defined quality criteria will ensure the accurate recording of all low carbon gas production. 

The current Quality Criteria have provided a robust framework for contractual instruments for pipeline delivered gaseous fuels and can be further defined to address topics of additionality, temporal and geographic matching. 

We have provide more detail in our reply to the question on mass balance and book and claim methods. 
 

24. If so, how? For which types of market instruments and approaches? You may enter brief comments here or submit a more detailed proposal using the proposal template. 

See response to questions 21, 25 and  Q23. 

The GHGP should ensure it fully asseses the established frameworks in the UK and Europe for market based reporting in particular Guarantees of Origin and Mass Balancing. 

25. If market-based accounting approaches are used, what accounting methodology should be used to account for them (e.g. inventory method, project/intervention method, combination of the two methods, or other method)? Why? (See background memo for a comparison of inventory vs project/intervention accounting methods.) 

Market based reporting withing a closed system such as a gas or electrcity grid (or other closed distribution system as may exist for SAF or biopropane) should be considered as part of an inventory based approach. Purchasing contractual instruments and matching you consumption to low carbon gases placed into the same grid you use is not a one off project or a counterfactual. It is part of long term target achievement in lowering your GHG inventory and a journey to decarbonisation of that fuel type. 

We support the dual reporting approach so that both inventory approaches (location and market based) are used and can be disclosed to interested parties e.g. within target setting programes. 



26. If market-based accounting approaches are quantified using project/intervention methods relative to counterfactual baseline scenarios, can they be integrated into GHG inventory methods to calculate scope 1 and scope 3 emissions? 
 
 Not sure 


27. Please explain your selection. You may enter brief comments here or submit a more detailed proposal using the proposal template. 

No reply 

28. If yes, how these method/s can be integrated into the accounting of a GHG inventory while meeting the GHG Protocol decision hierarchy including key GHG Protocol accounting & reporting principles (See the  Market-based Accounting Survey Memo [10]  proposal template annex for background on decision hierarchy)? Please briefly explain your selection or use the proposal template for a more detailed reply. 

No reply 

29. If yes, how these method/s can be integrated into the reporting of a GHG inventory while meeting the GHG Protocol decision hierarchy including key accounting and reporting principles. For example, to meet the transparency principle, should the market-based accounting inventory results be separately reported from scope 1 and scope 3 emissions? (See the proposal template annex for background on decision hierarchy)? 

No Reply

30. If market-based accounting approaches are quantified using inventory methods, would your company be able to demonstrate or quantify impact (i.e. reductions in emissions to the atmosphere) associated with market instruments? If so, how? 

As we have outlined throughout this response, we believe the market based approach, using contractual instruments that met GHGP Scope 2 quality criteria (which we believe should also be reviewed), helps ensure a direct relationship between the prouder and consumer in terms of their use of low carbon gas, and the information provided on the GoO and other certicate types allows for an end consumer to fully allocate GHG savings secured through the use of renewable gas supplied, which in turn will allow for reductions in emission to the atmosphere to be calculated. 

The UK and EU have strong sustainability criteria fro the production of biomethane and there is a strong pool of auditors who are qualified  to calculating the GHG emissions from low carbon gas production processes.  These standards can also be applied internationally as already happens via schemes should as ISCC  

Role in corporate GHG reporting 

31. Please select which of the following option(s) best represents how you think purchases of offset credits (see background memo on types of market instruments) should be accounted for within corporate GHG inventory reporting. Please select all that apply: 

a. No role in corporate GHG reporting 
b. Reported in a GHG inventory report, separately from scope 1 and/or scope
3 emissions, to provide transparency and context on actions the company is taking to reduce emissions (similar to reporting avoided emissions or impacts of specific actions separately from scope 1, scope 2, and scope 3 emissions) 
c. Reported in a GHG inventory report, separately from scope 1 and/or scope 3 emissions, which could potentially be used to contribute to achieving a company’s GHG target(s) 

d. Used to calculate scope 1 emissions 
e. Used to calculate scope 3 emissions 
f. Not sure/No opinion 
g. Other (please specify) 


32. Please explain your selection for purchases of offset credits. 

The use of offsets should be enabled to provide a route for companies to a) be able to make an immediate impact on reducing emissions while they develop plans to reduce their Scope 1,2 and 3 emissions and also to be able to address residual emissions once they have met robust and ambitious reduction targets across their scope. 

A distinction must be made in the guidance between offsets and insets and contractual instruments that link production and consumption of low carbon gases within a common carrier pipeline (or other closed systems). Such contractual instruments should be afforded a higher priority within the framework as they represent real reductions in the GHG intensity of the fuel in those common carrier pipelines and a route to total decarbonisation of those systems.   


33. Please select which of the following option(s) best represents how you think purchases of inset credits (see background memo on types of market instruments) should be accounted for within corporate GHG inventory reporting. Please select all that apply: 

a. No role in corporate GHG reporting 
b. Reported in a GHG inventory report, separately from scope 1 and/or scope 3 emissions, to provide transparency and context on actions the company is taking to reduce emissions (similar to reporting avoided emissions or impacts of specific actions separately from scope 1, scope 2, and scope 3 emissions) 
c. Reported in a GHG inventory report, separately from scope 1 and/or scope 3 emissions, which could potentially be used to contribute to achieving a company’s GHG target(s) 
d. Used to calculate scope 1 emissions 
e. Used to calculate scope 3 emissions 
f. Not sure/No opinion 
g. Other (please specify) 



34. Please explain your selection for purchases of inset credits. 

The use of insets should be enabled to provide a route for companies to a) be able to make an immediate impact on reducing emissions while they develop plans to reduce their Scope 1,2 and 3 emissions and also to be able to address residual emissions once they have met robust and ambitious reduction targets across their scope. 

A distinction must be made in the guidance between offsets and insets and contractual instruments that link production and consumption of low carbon gases within a common carrier pipeline (or other closed systems). Such contractual instruments should be afforded a higher priority within the framework as they represent real reductions in the GHG intensity of the fuel in those common carrier pipelines and a route to total decarbonisation of those systems.   



35. Please select which of the following option(s) best represents how you think supply shed/value chain interventions (see background memo on types of market instruments) should be accounted for within corporate GHG inventory reporting. Please select all that apply: 
a. No role in corporate GHG reporting 
b. Reported in a GHG inventory report, separately from scope 1 and/or scope 3 emissions, to provide transparency and context on actions the company is taking to reduce emissions  (similar to reporting avoided emissions or impacts of specific actions separately from scope 1, scope 2, and scope 3 emissions) 
c. Reported in a GHG inventory report, separately from scope 1 and/or scope 3 emissions, which could potentially be used to contribute to achieving a company’s GHG target(s) 
d. Used to calculate scope 1 emissions 
e. Used to calculate scope 3 emissions 
f. Not sure/No opinion 
g. Other (please specify) 

36. Please explain your selection for supply shed/value chain interventions. 

One off interventions are valuable and should be recorded but targets should relate to the ongoing emissions from the purchase and consumption of goods and services.   

37. Please select which of the following option(s) best represents how you think mass-balance certification approaches (see background memo on types of market instruments) should be accounted for within corporate GHG inventory reporting. Please select all that apply:
a. No role in corporate GHG reporting
b. Reported in a GHG inventory report, separately from scope 1 and/or scope 3 emissions, to provide transparency and context on actions the company is taking to reduce emissions (similar to reporting avoided emissions or impacts of specific actions separately from scope 1, scope 2, and scope 3 emissions)
c. Reported in a GHG inventory report, separately from scope 1 and/or scope 3 emissions, which could potentially be used to contribute to achieving a company’s GHG target(s)
d. Used to calculate scope 1 emissions
e. Used to calculate scope 3 emissions
f. Not sure/No opinion
g. Other (please specify)


38. Please explain your selection for use of mass-balance certification.

Mass balance certification should be considered as one of the contractual instruments that can be used to calculate a market based emission value as part of a dual reporting approach within Scope 1, if such certification meets the Quality Criteria set out by the GHGP (currently these criteria relate to instruments used in Scope 2 reporting but were also referred to for Scope 1 reporting in the 2015-19 Scope 2 Appendix). 

We assume that the GHGP will revisit the Scope 2 quality criteria and introduce criteria relevant to contractual instruments used in all three scopes and in off scope reporting, with some criteria that are applied only to some scope and products e.g. certain criteria such as temporal matching would be applied differently to electricity and gas. 

However we do not believe that mass balance should be made one of the quality criteria that is necessary to contractual instruments related to low carbon gases. 
Mass balancing is an umbrella term that actually refers to a series of criteria that must be met in order that a regulatory authority recognize it as such. 
It is interpreted differently in different jurisdictions. For example in places it is taken to mean that physical product is also traded alongside the environmental attribute certificate while in other place if the overall system is balance as it is in the gas network then the Energy Attribute Certificate (EAC) can be unbundled. 

There is no impact to the level of GHG reductions arising from the use of mass balance system vs a book and claim system where producer and consumer are on the same pipeline. 

It can also be the case that, what are considered to be mass balance certification systems can, if used in a particular way break with commonly recognised characteristics of mass balancing. For example the certification system will not show the losses from grid transport. That aspect must be applied externally by an auditor or regulator. Or for example the same system could be used to show a balance within a 3 month period or a 12 month period. 

Mirroring the variety in mass balance systems, what are generally understood to be book and claim systems, such as GoO in Europe, can actually form evidence of a mass balance when applied to a balanced system such as the gas grid. 

GHGP should instead specify the criteria which it believes are necessary for robust market based reporting to take place without getting stuck in the debate about the difference between book and claim and mass balance certification. 

The GHGP should focus on quality criteria that define the following conditions: 

· Temporal matching between production and consumption. The current “as close as possible” requirement can be further elaborated and product specific criteria set. For example in the power sector, a move towards monthly, daily or within day matching has been developed and is an important topic when considering the link to genuine carbon reductions.  For low carbon gases transported on common carrier pipelines a high level of storage is often in place and there are no climate benefits to consumption of low carbon gases in the same day or month they are produced. An annual matching period is therefore reasonable. Mass balance systems in Europe often refer to a 3 month period where fuels should be balanced but this is not relevant to the concept of market based reporting in our view.
· Accounting for losses between the production and consumption point of renewable gas and power. There is currently no requirement on this topic and it can be discussed if one is needed to ensure the correct matching of production and consumption. 
· Ensuring that the system overall is being balanced – in the gas network each unit consumed must be matched to production and injection into the grid. Any contractual instrument that is proof of that production and injection therefore represents a balance with consumption from that same grid without the need for any auditing of trading with that grid as as often takes place in mass balance certification. 


39. Please select which of the following option(s) best represents how you think book-and-claim certification (see background memo on types of market instruments) should be accounted for within corporate GHG inventory reporting. Please select all that apply:
a. No role in corporate GHG reporting
b. Reported in a GHG inventory report, separately from scope 1 and/or scope 3 emissions, to provide transparency and context on actions the company is taking to reduce emissions(similar to reporting avoided emissions or impacts of specific actions separately from scope 1,scope 2, and scope 3 emissions)
c. Reported in a GHG inventory report, separately from scope 1 and/or scope 3 emissions,which could potentially be used to contribute to achieving a company’s GHG target(s)
d. Used to calculate scope 1 emissions
E. Used to calculate scope 3 emissions
f. Not sure/No opinion
g. Other (please specify)


40. Please explain your selection for use of book-and-claim certification. 

Definitions of book and claim can be simplistic and do not always reflect the use of a certification system such as Guarantees of Origin.  The GHGP should focus on setting criteria and not become locked to either a book and claim or mass balance framework. 

When considering book and claim the key distinction with mass balance is the physical connection  between production and consumption. 

For example a book and claim based GoO system in Europe could be in place that allowed any consumer to use a GoO regardless of if they were connected to the gas grid. However GHGP quality criteria already in place around market boundaries would rule this out. 

That is to say that book and claim certification systems should be allowed but additional conditions should be introduced that rule out certain situations and rule in others. This comment is in particular related to have clear market boundaries where production and consumption is on the same common carrier pipeline. 

While mass balancing is often considered to be the “gold standard” of chain of custody reporting there may be weakness that the GHGP would not want to incorporate/allow. For example under the ISCC-Plus system a mass balance can be achieved by linking the movement of renewable fuel between two sites that are not physically connected as long as they are in the same country. 

By doing so the GHGP will create a set of criteria that could be described as ‘book and claim plus’.

Overall our answer to if book and claim should used is yes – many systems that are commonly referred to as book and claim systems should be valid for market based reporting. We refer to the Guarantee or Orgin systems that are in place for renewable power and gas in Europe and other locations. 

41 Do you think there are other market-based accounting approaches that can be reported as part of corporate GHG inventory reporting? If so, what role, and why? Please select all that apply: 

a. No role in corporate GHG reporting 
b. Reported in a GHG inventory report, separately from scope 1 and/or scope 3 emissions, to provide transparency and context on actions the company is taking to reduce emissions (similar to reporting avoided emissions or impacts of specific actions separately from scope 1, scope 2, and scope 3 emissions) 
c. Reported in a GHG inventory report, separately from scope 1 and/or scope 3 emissions, which could potentially be used to contribute to achieving a company’s GHG target(s) 
d. Used to calculate scope 1 emissions 
e. Used to calculate scope 3 emissions 
f. Not sure/No opinion 
g. Other (please specify) 


42. Please specify what other market-based accounting approaches. 

As stated in previous question the GHGP should not tie itself to the concepts of book and claim and mass balance which are often poorly understood and interpreted differently by different regulators and countries. In Europe they are loaded terms linked with different aspects of the Renewable Energy Directive. 

Actual contractual instruments, the most common of which are guarantees or origin and Proof of Sustainability certificates, can be used in different ways which may meet more or less of the underlying characteristics of a book and claim or mass balanced supply chain. 

Requiring mass balance will in many peoples view rule out the use of GoO when in fact GoO are defined as the instrument for “consumer disclosure” in the EU. This is an unnecessary complication. 

In reality, systems are being operated where a single electronic data packet is created to represent a contractual instrument and according to the level of data provided to the registry operator the status of that contract is either book and claim or mass balance – see the DENA biogas register. 

The “other” market based accounting approach that the GHGP should take is to set out criteria related to aspects of the relationship between production and consumption of low carbon power and gas that are important in creating robust link and that will generate clear GHG savings. These are

· Temporal relationship 
· Locational relationship (market boundaries) 
· Define if losses must be accounted for
· Inclusion of actual GHG values for production (where available)
· Additionality and value creation for producer – focusing on concepts of book and claim and mass balance does not address the issue additionality and help create a framework where companies are matching 
· Double Counting issue e.g. secure tracking via independent registries, calculation of residual mixes 


43. Please explain your selection for other market-based accounting approaches. 

As above

44. Does the approach vary by type of market instrument (see background memo on types of market instruments)? Why or why not? How are the various instruments and approaches the same or different? 

See answers above. There are overlaps between book and claim and mass balance and also ways in which the same system for issuing contractual instruments can be used to meet either type of chain of custody. 


45. Would market-based accounting approaches be appropriate for some sectors but not others? (Example sectors include electricity, natural gas/biomethane, aviation fuels (SAF), oil, agricultural commodities, transport/shipping, hydrogen, steel, aluminium, and others.) What are the differences between sectors or conditions that would make it appropriate or not appropriate? Please briefly explain your selection or use the proposal template for a more detailed reply. 

Yes – market based accounting does come with risks e.g. how to be sure that contractual instruments are really linking the consumer with the production and supply of a lower carbon gas. 

It must be shown that the producer and consumer are on same pipeline (or other closed system) so that it is clear that lower carbon gases can be produced and used in that network. This shows the potential that the grid is genuinely decarbonising. 

Where there is no actual transport between producer and consumer then market based reporting within scope should not be allowed. For example if SAF is being produced in one location and there are never any deliveries of the physical product to the consumer or into a distribution system used by the consumer. 

In other cases there is a more open distribution system there is a risk for fraud. For example in the liquid biofuel market there have been occasional instances of more biodiesel being produced from used cooking oil then the amount of used cooking oil entering the production system. Greenergy - Serious Fraud Office (sfo.gov.uk) -


46. The GHG Protocol sets standards but does not administer any program (e.g. disclosure or target-setting). Given several programmatic considerations such as those listed above, would market-based approaches be more effectively implemented by GHG target setting or reduction programs or regulatory bodies, rather than by the GHG Protocol, in order to provide additional rules and decisions as well as ensure their administration, verification, and enforcement? 

· No 

No – the GHGP should take responsibility for creating a clear framework for when market based reporting can be used. 

Different target setting programmes and regulators can decided if and when market based reporting is appropriate in meeting defined targets. 


47. Please briefly explain your selection for who should provide rules and decisions on the accounting and reporting specifications, administration, verification and enforcement of market-based approaches. 

The GHGP has found itself as the key rule setter for other schemes, regulations and programes. 

It must work closely with the key actors such as RE100, CDP and SBTi to ensure that changes are signalled well in advance and can be incorporated into the rules and regulations that link themselves to the GHGP. 

48) Do you have any other feedback?


Will develop answer before sending in. 
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