
 
 

January 31, 2026 

 

To: Greenhouse Gas Protocol  

 

Re: Proposed Changes to Scope 2 Guidance1 

 

The Institute for Policy Integrity at New York University School of Law (Policy Integrity) 2 

respectfully submits the following comments to Greenhouse Gas Protocol regarding the proposed 

changes to Scope 2 Guidance. Policy Integrity is a non-partisan think tank dedicated to improving 

the quality of government decisionmaking through advocacy and scholarship in the fields of 

administrative law, economics, and public policy. 

The proposed changes to the Scope 2 Guidance should prioritize accuracy, comparability, 

feasibility, and real emissions impact in standardizing the measurement of firms’ emissions. In 

particular: 

• Accounting should reflect real-world emissions both under the location-based method 

and the market-based method. 

• Accounting should incentivize additional emissions reductions while maintaining 

transparency and comparability across firms and regions. 

• Changes that could increase the administrative burden of accounting should be balanced 

against the risk of undermining participation. 

I. The location-based method (LBM) should establish a transparent baseline of actual 

emissions and should be an additional required disclosure if a firm reports its Scope 

2 emissions under the market-based method (MBM). 

This approach to the LBM results in a more accurate reflection of the actual grid-related electricity 

emissions prior to procuring credits for environmental attributes that could counterbalance or 

“offset” emissions. Transparency about these emissions would improve comparability, build trust, 

and provide more useful data for both shareholders and the public. 

A. Updating the location-based emission factor hierarchy to identify the most 

precise location-based emission factor accessible increases accuracy of 

accounting, but may also increase administrative burden and complexity. 

 
1 These comments were originally submitted through an online form. This version has been reformatted and 

condensed.  
2 This document does not purport to present the views, if any, of New York University School of Law. 
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The caveats introduced in the new proposed guidance, identifying location-based emission factors 

according to spatial boundaries, temporal granularity, and emission factor type, will likely create 

a scenario where firms in a given region may not produce emission inventories that are directly 

comparable. This undermines the purpose of the standardized reporting protocol. If one firm does 

not have access to hourly activity data and chooses not to use the provided proxy hourly data, it 

can, instead, use annual emission factors. Furthermore, even within a single firm, emissions 

inventories from different assets owned may not be comparable, as the current update could allow 

a firm to use national emissions factors with hourly temporal resolution for one asset, while using 

local emission factors with annual temporal resolution for another. Rather than incentivizing firms 

to rely on the least granular data when data is not consistently available for their entire portfolio, 

the Greenhouse Gas Protocol should incentivize more robust data collection and monitoring.  

B. The new definition of “accessible” as publicly available, free to use, and from a 

credible source requires further clarification about what is recognized as 

“credible” and a list of suitable location-based emission factors should be 

published for each region, rather than requiring reporters to individually 

determine accessibility. 

Further clarification of the definition of a credible source for data would make this proposed 

revision actionable. Ideally, a government agency would be a credible source and trustworthy 

entity; however, this cannot be guaranteed across all regions or at all times. Thus, other entities, 

like system operators, accredited statistic bodies, or independent methodologies with proper 

oversight may be credible options.  

For independent methodologies to be recognized as a credible source, there must be publicly 

documented methods and system boundaries, an update cadence and version control, quality 

assurance/quality control procedures with uncertainty disclosure, governance/independence and 

conflict-of-interest safeguards, and geographic/system boundary and temporal coverage fit for use.  

The Greenhouse Gas Protocol guidance should heavily discourage situations in which companies 

make significant investments in emissions-accounting data platforms that are subsequently used 

to substantiate their claims. Moreover, oversight of these independent methodologies should 

ideally be led by the Greenhouse Gas Protocol and involve a diverse group of experts. 

If there are multiple credible sources within a region, the Greenhouse Gas Protocol should provide 

guidance on the prioritization of the data sets to be used for calculation. Ideally, the Greenhouse 

Gas Protocol can take ownership of identifying credible data sources and their prioritization, which 

would improve the quality and comparability of data and reduce the burden of emissions reporting 

for end-users 

II. The market-based method (MBM) should only recognize contractual instruments 

that produce real emissions reductions. 
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While the LBM quantifies what a firm’s Scope 2 emissions would be in the absence of any 

contractual instruments used to reduce of “offset” emissions, the purpose of the MBM is to show 

the impact of this reduction or offset. Under the proposed MBM, the narrowest definition of what 

qualifies as a legitimate way to “offset” a firm’s own electricity-related emissions would require a 

firm to contract with an emissions-free generation facility or virtual powerplant that is 

geographically adjacent to the reporting firm (assuming the firm operates within a single 

production facility) and has a generation profile that exactly matches the firm’s consumption 

profile. 

A. Additionality is essential for a valid counterbalance of Scope 2 emissions. 

Even if an emissions-free generation facility or virtual powerplant is geographically adjacent to 

the reporting firm and has a matching generation profile, it should not be counted as “offsetting” 

emissions unless it is additional. In order to be genuinely additional, the emissions-free generator 

or virtual powerplant would not have been built under any plausible scenario without the contract 

from the reporting. Under these conditions, the additional emissions-free electricity generated can 

reasonably be treated as a fair counterbalance of the firm’s Scope 2 emissions. Note that in practice 

additionality is implemented through incrementality (i.e., the requirement of new renewable 

generation capacity). 

B. Although additionality is essential, strict geographic and temporal matching 

may not always be necessary and can be counter-productive in some cases. 

CO2 emissions are a global externality. As a result, climate benefit does not depend on whether 

the emissions reduction occurs adjacent to the reporting firm or elsewhere, nor on whether the 

reduction occurs at precisely the same time that the firm draws electricity from the grid. Thus, 

strict geographic and temporal matching is not always necessary3 and, in certain cases, may be 

counter-productive.4 However, if a firm contracts with clean supply at different locations or times, 

the actual emissions reduction depends on the emissions intensity of the grid where the additional 

clean supply resource is located, which may or may not match that of the emissions a firm seeks 

to “offset.” 

In grids that are low-emissions during most hours of the year in many locations, like in Brazil’s 

hydro-dominated system or France’s nuclear-dominated system, contractual arrangements that 

target additional renewable supply are unlikely to deliver meaningful emissions reductions. Even 

when the generation profile of the additional clean supply matches the consumption profile of the 

 
3 Elizabeth Zeyen et al, Temporal regulation of renewable supply for electrolytic hydrogen, Environ. Res. Lett. 19 

024034 (2024,. https://doi.org/10.1088/1748-9326/ad2239; Michael A. Giovanniello et al, The influence of 

additionality and time-matching requirements on the emissions from grid-connected hydrogen production. Nat 

Energy 9 1977-207 (2024), https://doi.org/10.1038/s41560-023-01435-0; Qingyu Xu et al, System-level impacts of 

voluntary carbon-free electricity procurement strategies, Joule, 8(2), 374-400 (2024), 

https://doi.org/10.1016/j.joule.2023.12.007.  
4 Giovanniello, supra note 3; Negar Namazifard et al, Relaxing EU hydrogen criteria: a cost and emission 

comparison of unrestricted and green electrolytic hydrogen in 2030, Environ. Res.: Energy 2 035014 (2025). 

https://doi.org/10.1088/2753-3751/ae07e3. 
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contracting firm, the new clean generation will most likely replace existing clean supply rather 

than fossil generation. On the other hand, in regions where grids are significantly more emissions-

intensive, like much of the U.S., adding additional clean supply might reduce emissions even more 

than under a time- and location-matching framework. To define valid offsetting mechanisms, the 

emissions intensity of the grid where the clean supply is located must be taken into account. 

Overall, an approach that reduces emissions directly, rather than increasing clean generation, 

would be more effective and better aligned with the overarching goals of the Greenhouse Gas 

Protocol. Additionally all contracted environmental attributes used in these accounting efforts 

must be both credible and verifiable.5 

III. Deliverability and market boundaries should reflect real grid conditions. 

In order to ensure that calculations under the MBM are feasible for reporters and yield accurate 

results, the market boundaries and structure should be understood and considered. Even then, there 

are locational nuances that may not be captured by the MBM, so efforts must be made to ensure 

calculations reflect real grid conditions.  

A. Using wholesale market or balancing authority boundaries can improve 

integrity and feasibility. 

A wholesale market and balancing authority best upholds the principle of deliverability and 

balances integrity, impact, and feasibility of the MBM. It is easier for reporters to use data 

published by the system operators for their emissions calculations under the MBM when it is 

aligned with, for example, U.S. electricity market operations. 

B. Market-level matching may not fully capture locational emissions differences. 

Market areas or balancing authorities can exhibit significant internal congestion patterns; these 

patterns vary over time, in part due to firms’ bidding behavior. In short-term wholesale electricity 

markets, this congestion is reflected in nodal price differences within a market area that 

subsequently influence locational marginal emission rates. Thus, relying on broad market areas 

may be insufficiently precise if the goal is to counteract emissions on a truly locational basis. The 

locational matching principles proposed here simply imply that nodal deliverability should be 

considered whenever the independent system operator makes such information available. 

C. Structural market differences can complicate locational matching 

The relevant local market is determined by real-time grid congestion, which, in market-based 

systems, depends on the bidding strategies of market participants. Europe currently lacks a real-

time nodal market. Instead, their short-term wholesale markets (day-ahead and intraday) are 

supplemented by so-called congestion management or re-dispatching processes to ensure a secure 

real-time operation of the grid. With predefined market areas in bidding zones that largely coincide 

 
5 Raimundo Atal et al, Integrity Equivalence, and Imperfect Carbon Offsets: Implications for Carbon Markets and 

Net-Zero Claims. Report. https://policyintegrity.org/publications/detail/integrity-equivalence-and-imperfect-carbon-

offsets. 
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with national borders, the day-ahead and intraday markets, may not accurately reflect actual 

network conditions and identifying appropriate marginal emission factors can be more challenging. 

IV. Certain proposed implementation requirements may inadvertently reduce 

comparability or discourage participation. 

Though improved accounting is an important goal, it must be balanced with critical concerns about 

how the accounting methodology will impact participation and whether it will incentivize 

additional emissions reductions. At the same time, comparability may be reduced by allowing 

default load profiles and without a clarified definition for fossil-based emission factors.  

A. Requiring hourly matching of contractual instruments may impose excessive 

burden. 

The proposed update to Quality Criteria 4 to require all contractual instruments used in the MBM 

be issued and redeemed for the same hour as the energy consumption to which the instrument is 

applied except in certain cases of exemptions should follow an optional “may” rather than a 

required “shall” approach. Administrative, data management, and audit challenges posed by this 

approach would place an undue burden and costs on reporters, and a requirement for hourly 

contractual instruments could discourage global participation in voluntary clean energy 

procurement markets. Setting a high floor for these voluntary standards can increase the costs of 

contractual instruments; higher costs risk reducing participation without material climate benefits. 

The emissions impact of corporate clean energy procurement depends more on additionality than 

on accounting granularity. In regions with binding emissions policies, like the EU and parts of the 

U.S., less granular accounting can achieve comparable emissions reductions at a lower cost since 

policies already limit grid emissions. 

B. The definition of a fossil-based emission factor should be clarified, and 

defaulting to fossil-based emission factors may overstate emissions. 

Different fossil technologies and vintages, like oil, coal, or combined cycle gas, have different 

emission factors. Depending on the grid conditions, different fossil generators might represent the 

relevant factor. Thus, using a single fossil-based emission factor might over- or underestimate the 

emissions. Furthermore, the use of fossil-based emission factors is overly conservative as it 

assumes that any renewable or clean electricity source supplying power to the grid is already 

covered under a contractual instrument. While this may be true for most renewables, it is not 

necessarily the case for all clean electricity sources. Assuming that fossil fuel generation is the 

only uncontracted supply source on the grid seems arbitrary; hedge contracts are common for all 

types of generation. 

C. Allowing default load profiles provides flexibility, but may reduce 

comparability. 

The flexibility provided by allowing organizations to use default load profiles when hourly data is 

unavailable may hinder comparability across inventories for otherwise similar organizations 
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within the same region, as some may rely on default profiles while others measure hourly 

consumption directly. Depending on a firm’s actual hourly consumption pattern and the carbon-

intensity of the grid in each hour, one approach may yield more favorable results than the other. 

 

D. Improved accounting standards for Scope 2 should balance rigor with 

participation to maximize emissions impact. 

The proposed changes to the Scope 2 Guidance make strides towards greater precision and 

integrity, but must enhance transparency and comparability while ensuring that requirements 

remain feasible and continue to incentivize voluntary participation. The Greenhouse Gas Protocol 

should pair location-based method and market-based method disclosures; balance encouraging 

greater temporal and spatial granularity and comparability and reporting burdens; clarify 

definitions and applications of “credible” sources and fossil-based emission factors; emphasize 

prioritizing additionality, and establish deliverability boundaries that reflect real grid conditions. 

 

Sincerely, 

Christoph Graf, Ph.D., Senior Economist, Institute for Policy Integrity 

Dharik Mallapragada, Assistant Professor, NYU Tandon School of Engineering 

Derek Sylvan, Strategy Director, Institute for Policy Integrity 

Burçin Ünel, Ph.D., Research and Policy Director, Institute for Policy Integrity 

 

derek.sylvan@nyu.edu 


