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Current status in PCF

Carbon footprinting is increasingly present in @amimental and sustainability strategies of commanide last years
have seen the development of international stasd@®é&S 2050, GHG Protocol from WRI/WBCSD for Protuc
1SO14067) that have been or will be launched soooral Product Carbon Footprint (PCF). The objedtve arrive
to a uniform implementation for carbon managemeuwit far communication with customers and stakehasld&arbon
footprint information is more and more used in nedirkg claims and corporate communications. It is o1ore reason
to ensure that customers, end-consumers and stdkehdave trust in the information provided. Ataar number of
DataBases (free or non-free) are emerging allowdngipanies to use external data in their carbonpfort
calculations. What trust can stakeholders havhérmuality of these data? There is also a questibay in the industry
about the level of verification (or assurance) thatecessary and that can be provided in thedututhis matter.

Objective of PCF/LCA

Life cycle Analysis (LCA) has been used since thgibning by companies to improve processes, sugudity and
provide a sound basis for informed decisions wéhpect to the full range of environmental effectsignable to
products and services. If PCF followed the samenate in its early stage but focusing on CO2 eissonly (and is
still following it) a shift to a more commercial @otive can be seen in the last years: PCF areingedrketing claims
and corporate communications. PCF are used on grréaloels and some people talk about PCF today mstemtial
“ticket to trade”. Comparison of the PCF of similaroducts delivered by different companies is @& #igenda of

retailers, suppliers and consumers

Level of assurance

Without going into the details of the assurancecess (the reader might find all necessary inforomaith the standards
described above) some main notions have to be kraowi) the level of assurance and ii) the typassurance.

There are currently 2 possible levels of assurancempany can get from a verification body: theitkah level of
assurance and the reasonable level of assurameger to the degree of confidence the intended ofsthe assurance
conclusion can gain from the outcome of the ass#ravaluatiohand itdepends on the objective of the company
seeking assurance. In general (outside the PCFyehsonable level of assurance is usually requivedn the
assurance statement is used by the company to lewedt or contractual obligations (eg. Verificationf GHG
inventories of companies present in EU ETS, in@Dd&I or participating to specific sustainable scherag. SKAO

! The GHG Protocol (WBCSD/WRI)
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scheme in the Netherlands, ..). The limited leehssurance is usually used by companies willinggmmunicate
externally on their activity but without meetingcbuobligations.

Assurance can be provided through 2 types of assera

“First Party” (Self or Internal) assurance is coctga by persons from within the organization buteipendent of the
product GHG inventory determination process, orif@tParty” (External) assurance conducted by peydoom a
certification or assurance body independent optioeluct GHG inventory determination process.

As seen in the previous paragraph one of the abgecbf a PCF is to become a marketing tool, e¥énshould be
noted and emphasized that the final objective ir¢ate products with less impact on climate chamfe comparison
between products through their PCF is increasird) @ a consequence there is a strong need of ititgdi the
results of the PCF and in the assurance provideddduibt about it. A recent studgnade on the LCA of one beer
calculated by 4 different consulting companies stemved 4 different results while the data set uisehe calculations
and provided to the 4 companies was identical. Man reasons for differences in results was a rdiffe use of
emission factors of secondary data coming fromirikentory dataBase, the version of the inventotaBase, and the
assumptions taken when handling non-available dgta. relative comparison was effective, but not #fsolute
comparison. Could we say that after an assurammeeps the final LCA/PCF calculated would have bidensame?
Given that the review done by a Third Party assimeludes assumptions, calculation procedures ad sources
there is a probability that some pitfalls would ddeen discovered, especially if the verificatiavuld have been done
through a reasonable level of assurance (the dgepererify...).

Cost issue

So assurance is required to give some credibiligour objective is to use your PCF/LCA resultssasompetitive
advantage. And a Third Party assurance is neceffsgoy want to add trust in the assurance procBss.many
companies are stating they are struggling withdbgts related to a Third Party assurance exer€isere is also a
question about comprehensive transparency vs eaidin. Would verification be necessary in caseafprehensive
transparency? Transparency is key in the credilplibocess but third party verification/assuranck alivays guarantee
that the result has been verified according tosme level of assurance and against the same sfartttan other
similar results. Meaning transparency is necedsaryot sufficient.

The costs for a third party assurance statemenbeaignificant as such, especially if the levehs$urance requested
is reasonable level of assurance. The verificgtimtess encompasses the whole PCF exercise (objemsisumptions,
data, tools, calculations, competences, reporfimggesses and procedures). Nevertheless it hasdedn as part of the
full PCF determination process together with thieeotphases of the LCA (start with the flow modealgasis, the
research for data, the LCA software costs, theupeand the calculation of the PCF, then the fintlly assurance
phase). The assurance exercise is then only a gaxrof the full process. But it remains a cost tluthe current way
of verification and the current way for companiesét up their LCA/PCF: use of different standatds of different
methodologies, use of different DataBases, ... Thé#ie@tion/assurance exercise would be highly featiéd in the
case all LCA/PCF from the same product categoryewsing the same methodology, the same assumptiensame
DataBase. This is happening with the creation odBct Category Rules (PCR) where methodologiesinassons,
values are being agreed upfront between the diffetempanies in a defined sector. It could potégti®duce the
costs for verification even if the verification egse would still be needed to ensure that allrtiies set at the PCR
level have been followed.

Different initiatives on PCR have started and nplétiPCR are already a reality in many sectors whi@y more are
to come in the short future. One objective is tmeowith comparable communication of product carbowvitonmental
footprints by giving guidance on developing PCRsl dacilitating harmonization where necessary. Seditgy in
having harmonized methodology, dataBase and asgumptised during the product carbon/environmeraatpirint
exercise is key to provide full credibility in thesults and to limit the time spent in verification

2 LCA Comparative Study on Beer coordinated by My@ite, April 2011.
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Another issue with respect to assurance and cestddted to the products coming from developingntges (eg. in
the food industry) where small producers are carifrd with a large number of certifications havinffedent types of
requirements and the cost for verification can lhbibstantial. In this case the harmonization in théstimg

standards/certifications could allow a differenpeyof verification/assurance process. For instaheeverification
process used in the Program of Activities (POA)amithe United Nation Framework Convention on Clen@&hange
(UNFCCC): a large number (sometimes thousandsknf similar and small emission reduction projecteting the
same eligibility criteria are grouped together undiee POA. The verification is then performed osampling of the
activities. Harmonization would then allow reducthg efforts done in the verification exercise withcanceling it.

As explained previously the assurance process mande more credibility to the results of a LCA/P(But it's not

the only advantage or incentive to go for it. & [Barty review provides a different, independent aad view on the
whole PCF/LCA exercise, it will identify errors,quide ways for improvement for internal accountamy reporting
practices, and increase stakeholders (internaleatteinal) confidence on the reported informatiomaly 2 more

things to say before closing this section on co$tassurance: i) the better the company is adhednfe standard
principles and the presence of a transparent, deglismented system will make the verification preckster and
easier (leading to a reduction in the costs)hig first verification is usually heavier than ttedldwing ones (periodical
verifications) because it's the one that identiftes biggest number of findings and ways for imgment.

Current schemes using PCF as product label

Several schemes have been developed or are bemtpped around carbon labels, amongst them theo@arbust,
Climatop and the recent initiative of the Frenclthadities related to the “Grenelle II” law. Thoses8hemes have
decided to go with 3 different approaches whemwtibes to assurance and verification:

The Carbon Trust (UK) has created its own assedspreness and assessment criteria. Each compaliggatib get
the Carbon Trust Standard has to fill in an assessrform summarizing the carbon footprint inforratiand
including a series of questions on their carbonagament, with the calculation of the carbon foaotpfollowing the
principles of the GHG Protocol developed by WRI/MET and/or ISO14064. The company is not requirdubiee its
footprint verified by a third party auditor evenitfs encouraged. During the assessment processdapendent
assessor will review the completed assessmentdgainst the rules of the Carbon Trust Standard edelogy’.

Climatop (CH) is asking to an engineering bureaoaiculate the LCA of the product requesting thedirel and of the
comparable products based on ISO 14040. Full LGAs"cradle-to-grave” including end-of-life andeustage, are
calculated which means that all environmental inpare considered, while only the CO2 emissions baiag
communicated. The calculations are reviewed by teroindependent organization. This organizationckbethe
assumptions and the calculation procedures acapiiiSO14040 requiremeftsPrimary data are gathered at the
producers and completed with data coming from t6©EVENT dataBase.

The French Enviromental Labelling Scheme has desigector working groups and defined product categdes at
the national level. The objective is to ensure canigs from the same sector to use the same metyesl(validated
by the sector working groups and a stakeholderfquia), the same on-line calculation tools and teene public
generic on-line dataBase. This database is vatidayea database governance committee composedoipyepieom the
industry, public authorities and NGOs. The verifica process will be done through random marketkfand focus
i) on the use of the validated indicators, caléatatmethodologies and tools, ii) on the validatedosidary data and iii)
on the primary data (with the obligation to makéadend methods of proof available to public autiesy

3 http://www.carbontruststandard.com/pages/Assessoréstia

* Information received from Climatop, May 2011.
® Presentation from Sylvain Chevassus during thé*&R world Forum on 7%8of April 2011.
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Future and possibilities

As conclusion verification and assurance are nacgde give trust to the LCA/PCF results due to filaet that those
results are increasingly used as marketing todis. dosts related to the verification process aresidered as heavy
and not always understood in the market even if Hre justified looking to the objective and theqass itself. Today
different approaches have been chosen by existindupt labelling schemes showing there is no glalgatement on
the way verification on PCF should happen. Howehlerverification process could become smootherfaser (and

cheaper) if there was more harmonization betweamdstrds and if companies working in the same seotoe using

the same methodologies.
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DNV & PCF

DNV (Det Norske Veritas) is a Norwegian foundatiestablished in 1864 with the purpose of safegugrdife,
property and the environment. DNV has a globalgmes, with 8500 people working from 100 countries.

DNV has continually been at the forefront of thenelte change response by, starting in 2004 withrékegnition as
the first Designated Operational Entity (DOE) to &ecredited under the Kyoto Protocol by the Unitéations
Framework Convention on Climate Change (UNFCCC).VDN the global market leader in the validation and
verification of Clean Development Mechanism (CDM)ission reduction projects.

DNV has also a wide experience in GHG inventoryfigations and has been involved in TC207 as tesdiréxpert in
the set-up of the ISO14064 and 14065 standards. Badvalso participated to the road testing of tiaét ¢roduct Life
Cycle and the draft Scope 3 Accounting Standareeldped by the WBCSD/WRI. DNV was selected ‘Bestifita’
in the 11th annual Environmental Finance and Cafbonance market survey of environmental marketd @20



