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DISCLAIMER

THIS DOCUMENT IS NOT A STANDARD. IT IS NOT INTENDED TO, NOR SHOULD
IT BE USED TO SUPPORT A CAUSE OF ACTION, CREATE A PRESUMPTION OF A
BREACH OF LEGAL DUTY, OR FORM A BASIS FOR CIVIL LIABILITY. NOTHING
EXPRESSED OR IMPLIED IN THIS INFORMATIONAL DOCUMENT IS INTENDED,
OR SHALL BE CONSTRUED, TO CONFER UPON OR GIVE ANY PERSON OR
ENTITY ANY RIGHTS OR REMEDIES UNDER OR BY REASON OF THIS
INFORMATIONAL DOCUMENT.

THIS DOCUMENT IS PROVIDED BY THE INTERNATIONAL AEROSPACE
ENVIRONMENTAL GROUP (IAEG) FOR INFORMATIONAL PURPOSES ONLY.
DETERMINATION OF WHETHER AND/OR HOW TO USE ALL OR ANY PORTION
OF THIS DOCUMENT IS TO BE MADE IN YOUR SOLE AND ABSOLUTE
DISCRETION. RELIANCE SHOULD NOT IN ANY WAY BE PLACED ON THIS
DOCUMENT FOR ISO CERTIFICATION OR OTHERWISE. NO PART OF THIS
DOCUMENT CONSTITUTES LEGAL ADVICE. USE OF THIS DOCUMENT IS
VOLUNTARY.

IAEG DOES NOT MAKE ANY REPRESENTATIONS OR WARRANTIES WITH
RESPECT TO THIS DOCUMENT OR ITS CONTENTS. IAEG HEREBY DISCLAIMS
ALL WARRANTIES OF ANY NATURE, EXPRESS, IMPLIED OR OTHERWISE, OR
ARISING FROM TRADE OR CUSTOM, INCLUDING, WITHOUT LIMITATION, ANY
IMPLIED WARRANTIES OF MERCHANTABILITY, NONINFRINGEMENT, QUALITY,
TITLE, FITNESS FOR A PARTICULAR PURPOSE, COMPLETENESS OR
ACCURACY. TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAWS,
IAEG SHALL NOT BE LIABLE FOR ANY LOSSES, EXPENSES OR DAMAGES OF
ANY NATURE, INCLUDING, WITHOUT LIMITATION, SPECIAL, INCIDENTAL,
PUNITIVE, DIRECT, INDIRECT OR CONSEQUENTIAL DAMAGES OR LOST
INCOME OR PROFITS, RESULTING FROM OR ARISING OUT OF A COMPANY’S
OR INDIVIDUAL’S USE OF THIS DOCUMENT, WHETHER ARISING IN TORT,
CONTRACT, STATUTE, OR OTHERWISE, EVEN IF ADVISED OF THE POSSIBILITY
OF SUCH DAMAGES.
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A. INTENT

The purpose of this document is to provide voluntary supplemental guidance for
accounting and reporting greenhouse gas (GHG) emissions across the aerospace
industry to encourage voluntary reporting of corporate GHG emissions by aerospace
companies. This industry specific guidance document was developed by the
International Aerospace Environmental Group — Work Group 3 and is a supplement to
the 2004 GHG Protocol Corporate Accounting and Reporting Standard (The Corporate
Standard), the 2015 GHG Protocol Scope 2 Guidance as well as the 2011 Corporate
Value Chain (Scope 3) Accounting and Reporting Standard (The Scope 3 Standard),
managed jointly by the World Resources Institute (WRI) and the World Business
Council for Sustainable Development (WBCSD).

B. INTRODUCTION

The complexity and variability of information and requirements has led to an increased
burden and substantial costs for the aerospace value chain. The International
Aerospace Environmental Group (IAEG), a non-profit corporation comprised of a global
group of aerospace companies, was established to help develop understanding
amongst the aerospace industry of environmental requirements faced by the world’s
value chain. IAEG has set up a dedicated Work Group (WG) to address the issue of
greenhouse gas accounting and reporting by developing a voluntary consensus
standard to be used by aerospace companies.

This document, known as GHG Reporting Guidance for the Aerospace Industry has
been approved by IAEG Board of Directors and has been developed through
partnership with World Resources Institute in order to ensure alignment with The
Corporate Standard, the Scope 2 Guidance and the Scope 3 Standard.

The term “shall” is used in this document to indicate what is required in order for a GHG
inventory to be in conformance with the GHG Reporting Guidance for the Aerospace
Industry; it does not convey a statutory requirement. The term “should” is used to
indicate a recommendation, but not a requirement.

Measurement of GHGs is the first step in making emission reductions. It enables the
identification of the most carbon intensive activities, as well as the determination of
drivers for potential reductions. WG3'’s objective is to promote the harmonisation of
practices within the aerospace sector by: setting up a common framework of rules and
methodologies; using common databases; having consistent vocabulary; and, issuing
relevant recommendations. Reporting on the environmental performance of the sector
will also be eased and made consistent.

This document is designed to work in conjunction with The Corporate Standard, the
Scope 2 Guidance and the Scope 3 Standard by offering supplemental guidance that is
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specific to the aerospace industry. It lists all of the requirements and guidance to follow
in order to conform to this sector specific method for GHG emissions accounting and
reporting. Please note that this document is not intended to replace or supplant any
laws or regulations.

C. APPLICABILITY

This supplemental, voluntary GHG guidance document applies to all aerospace
companies worldwide as defined herein, including: the aerospace business’ operations,
as well as joint ventures, subsidiaries or other business arrangements where, by
contract, the business maintains control. Companies shall consolidate GHG
emissions for the identified scopes noted above, using the Operational Control
approach as defined in The Corporate Standard.' [Control: The ability of a company
to direct the policies of another operation. Within the realm of GHG reporting, control is
defined as either operational control (the organization or one of its subsidiaries has the
full authority to introduce and implement its operating policies at the operation) or
financial control (the organization has the ability to direct the financial and operating
policies of the operation with a view to gaining economic benefits from its activities)]"

D. SCOPE 1 AND 2 EMISSIONS

Aerospace businesses will report GHG emissions consistent with The Corporate
Standard, the Scope 2 Guidance and this supplemental guidance. In the event that this
guidance document conflicts with a mandatory, regulatory required GHG reporting
methodology, the aerospace business will report in adherence to the mandatory,
regulatory requirements.

All Scope 1 and all Scope 2 emissions shall be included in the GHG emissions
inventory reporting.

Unless otherwise stated, reporters shall utilize the operational control approach
to define their organization boundary. The accounting and reporting requirements
apply to all operations within the organization boundary. This requirement applies to
both wholly owned and leased facilities. It also applies to majority owned, operationally
controlled joint ventures and subsidiaries of the company.

Chart 1 illustrates the reporting boundary to be used by aerospace industry companies
and suppliers. In short, companies shall report GHG emissions for all leased
buildings for which the company directly pays the utility bills. In the event that
the utility bills are a part of the rent and not independently available, an
estimation of GHG emissions shall be derived consistent with the guidance
identified in The Corporate Standard. Where utility data is directly available, the
company shall report them.
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If a company subleases out part of or a whole site or operation, and the sublessee is not
within the company’s operational control, the company is not required to report GHG
emissions. If a company subleases out a part of or a whole site or operation, and the
sublessee is within the company’s operational control, the company is required to report
100% of the sublessee’s GHG emissions.

ParentCompany

CompanyB
Subsidiary

CompanyD

CompanyC
Inactive

Joint Venture mediation Site

|

SeeChan 2 ' See SectionD.1
~

Subleasa without

CompanyA Wholly
Owned
Leased/Rent Owned/Controlled
Building Building

Subleasewith
Operationsl Control

Landlord doesnot Landlord does
supply energy use supply energy use Report

—— x Do Not
I ’ I ’ Report
Estimats GHG Obtain energy usage
{based onD4 data {

Chart 1- Reporting Guidance

kTl

Pay Utilities directly Utilities part of rent Operationsl Control

D.1 - Joint Ventures

As defined in The Corporate Standard, “under the operational control approach, a
company accounts for 100% of emissions from operations over which it or one of its
subsidiaries has operational control™. Operational control means that a company has
the authority to introduce and implement its operating policies.

Reporting of emissions for Joint Ventures shall be done using the same
operational control approach, where any Joint Venture (JV) that the company has
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operational control of, shall be included in that company’s corporate inventory.
Companies shall report 100% of the emissions from each JV where operational
control is exhibited.

For JVs for which the company does not have operational control, the company is not
required to report, but can encourage that JV to measure and report their own
emissions.

D.2 - Subsidiaries

Following the operational control approach, subsidiaries under the aerospace
business’ operational control shall report 100% of the subsidiaries’ GHG
emissions. The operational control is not necessarily linked to the equity share. Indeed
only two solutions exist under this approach:

1) The parent company has operational control of its subsidiary:
= 100% of the GHG emitted by the subsidiary has to be accounted for and reported
by the parent company.

2) The parent company does not have operational control of its subsidiary:
=> The parent company accounts for and reports none of the GHG emitted by the
subsidiary.

Chart 2 has been established to better understand how to account for and report GHG
emissions emitted by subsidiaries.

N

Parent Company

[

[
A \ o
Company A { Company B ( Company C Company D
Subsidary ' Subsidiary I Subsidiary
Wholly Owned J 75% owned J 41% owned No operational control by
Operational control by Operational control by Operational control by Parent Company
Parent Company Parcm Company Parent Company

* Report
Company B’ CompanyB” P
60% owned by Company 50% owned by Company

N

Do Not Report

Operationalcontrol by
CompanyB

o operational control by
CompanyB

Chart 2 - Subsidiary Reporting
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D.3 — Remediation Sites

Owned facilities that are not occupied by employees and where environmental
remediation activities are underway in compliance with national, state, local, judicial or
international regulations are considered outside the operational control of the company
and therefore, not subject to GHG reporting requirements.

Where remediation activities are underway at a site or facility where the company has
active business operations other than remediation activity, the site or facility is
considered within operational control and therefore, subject to greenhouse gas reporting
requirements.

D.4 — Relevance Thresholds

It is recommended that aerospace companies strive to report their entire emissions
inventory. If necessary the following recommendations may be used to inform the
relevance threshold for reporting such that the combined impact of non-reported
emissions is not significant.

We encourage aerospace businesses to include in their inventory the GHG emissions of
a facility when it meets one or more of the following thresholds:
e Number of FTES" or Employees":
o Industrial activities: 50 or more, or
o Other facilities such as Warehouses, Offices: 100 or more
e Square feet/meters: 50,000 square feet or 4,600 square meters or more, or
e Annual spend (USD$) on energy": $100,000 USD or more.

Where a facility is determined to be below the noted thresholds and excluded
from a company’s reported GHG emissions, the company shall identify, in as
much detail as possible, those facilities and disclose this information and the
reason for exclusion in the company’s report.

D.5 — Scope 2 Accounting Methods

Aerospace companies shall account for all Scope 2 emissions in accordance with
the Greenhouse Gas Protocol Corporate Standard, referring to the Scope 2
Guidance for further detail about the reporting requirements. Aerospace
companies should take into consideration the following additional guidance when
conforming to the Corporate Standard:

D.5.a - Location-Based Accounting Method: Companies shall report their
scope 2 location-based emissions according to the Scope 2 Guidance, with
location-based emissions accounting methods as a minimum. Companies that
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have goals or targets around operational efficiency and/or facility energy reductions
should use this Scope 2 methodology to describe their reductions, as well as describe
changes to the grid mix of electrical generation sources.

D.5.b — Market-Based Accounting Method: Companies shall also report their
scope 2 market- based emissions according to the Scope 2 Guidance if their
operations are located in competitive electricity markets"" or purchase renewable
energy in the form of Renewable Energy Certificates, or similar instruments.
Market-based emissions accounting is required even if the company chooses not to
participate in competitive electricity markets or utilize renewable energy or similar
instruments available for purchase in that location. If no such products have been
purchased, companies are required to use grid-average (location-based) emissions
factors to account for consumption under the market-based approach, and report these
emissions as market-based. This method best reflects performance towards GHG
reduction goals due to the procurement of low- or no-carbon power sources available in
some energy markets, such as renewable or alternative energy sourcing.

D.6 — Fuel Type Definitions

For purposes of reporting, fuel types shall be aligned with the most recent
version of CDP’s (formally known as the Carbon Disclosure Project’s) Fuel
Definitions*", with the exception of biofuel which is defined as fuel composed of
or produced from biological raw materials™.

Carbon dioxide emissions from biomass and biofuels should be included in the
company GHG inventory, but reported separately from the Scopes, in accordance with
the GHG Protocol. Methane and nitrous oxide emissions from direct use of
biomass and biofuels shall be included in Scope 1 emissions. Methane and
nitrous oxide emissions from indirect use of biomass and biofuels, such as
purchased electricity, heat, steam and cooling, shall be included in Scope 2
emissions.

D.7 — Emission Factors

There are a variety of emission factor guidelines available for reporting for Scope 1 and
Scope 2 emissions, including voluntary and regulatory. The company shall document
the source of the emission factors they used. Companies should utilize the most
current emissions factors as updates are provided from their emissions factor sources.

D.7.a - Scope 1 emission factors are defined by fuel-type and the form of combustion.
Fuel-type (e.g. gasoline, diesel, and jet fuel) determines carbon dioxide (COZ2)
emissions, while the form of combustion determines methane (CH4) and nitrous oxide
(N20) emissions. Some emissions factors may be specific to vehicle type, such as light-
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duty or heavy-duty road vehicles. The volume of fuel consumed (for example, gallons of
gasoline) or miles traveled are needed to calculate the equivalent emissions.

There are many recognized sources for Scope 1 emission factors, including but not
limited to:

e Factors defined by government law or agencies, as applicable (for example U.S.
Environmental Protection Agency (US EPA) eHub, United Kingdom (UK)
DEFRA, ADEME Base Carbone® (FR))

e Voluntary factors, including:

o GHG Protocol calculation tools (i.e., Cross Sector Tools etc.)
IPCC
CDP cross sector tool
International Energy Agency
United Nations Environment Programme (UNEP)
US DOE Federal Energy Management Program’s (FEMP) Annual GHG
and Sustainability Data Report
o The Climate Registry

o O O O O

D.7.b - Scope 2 emission factors are defined based on the type of accounting
methodology — location-based or market-based.

D.7.b.1 - Location-based emission factors are determined by geography and the
fuel mix of the local electricity grid. Location-based emission factors vary in terms
of scale. Location-based emission factors could be published for an entire
country, region, province/state, city, or zip code/postal code. In general, emission
factors for the zip code scale are considered more accurate than average
country-level emission factors. Aerospace companies are encouraged to use
local or regional government factors instead of national factors where available

There are many recognized sources for location-based Scope 2 emission factors,
including but not limited to:

e Factors defined by government law or agencies, as applicable (for
example U.S. Environmental Protection Agency (US EPA) eGRID, United
Kingdom (UK) DEFRA, ADEME Base Carbone® (FR), The Climate
Registry)

D.7.b.2 - Market-based emission factors are determined by energy procurement
decisions purposefully made by the reporting entity. Market-based emission
factors have a hierarchy of preference (Chart 3) which reflects the most precise
emission factors to the least precise. Each unit of electricity consumption should
be accounted for based on the availability or appropriateness of the emission
factor applied by the instrument(s) below. The reporting entity’s market-based
emissions inventory may include units of electricity accounted for with any or all
of the below market-based emission factor instruments. Companies should
attempt to capture as much data in the market-based Scope 2 inventory at the
higher levels of the hierarchy before proceeding to the next level.
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D.8 -

 Electricity attribute certificate or equivalent instrument

» Contracts for electricity, such as a Power Purchase
Agreement (PPA)

v

« Supplier/utility emission rates (electricity, heat, steam and!
cooling)

» Residual mix (sub-national or national)

» Other grid-average emission factors (sub-national or
national). See location-based data.

) o< e 4

Chart 3 — Market-Based emissions hierarchy of preference

Aerospace companies should refer to the Scope 2 Guidance for definitions of the
guality criteria. For levels 1, 2 and 3 companies should choose emissions factors
which have a robust calculation methodology and are audited by an independent
verification body for quality and accuracy. For level 4, residual mix factors are not
widely available for all countries. For level 5, companies should refer to location-

based guidance above.

Energy attribute certificates such as Renewable Energy Certificates (RECS),
Guarantees of Origin (GOs), or other market-based instruments sourced directly
by the reporting entity should meet the Scope 2 Quality Criteria as described in
the Scope 2 Guidance. Accounting and reporting/disclosing requirements can
also be found in the Scope 2 Guidance.

Base Year Adjustments

The aerospace company shall establish a base year, with an effort to achieve
downward trends of GHG emissions in subsequent years. The company shall
develop and maintain a written process by which they adjust base year GHG
emissions to account for, at a minimum:

Mergers, acquisitions, and divestitures

Improved accuracy of GHG emissions data (e.g., actual data becomes available
where estimated data was only previously available, updated emissions factors)
Changes in GHG emissions calculation methodology(ies)

Companies shall recalculate and disclose the reasons for adjustment of their
base year GHG emissions in a manner consistent with The Corporate Standard.
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D.9 - Uncertainty

If the level of uncertainty is reported, it is recommended to use the GHG Protocol
Guidance on Uncertainty Assessment in GHG Inventories and Calculating Statistical
Parameter Uncertainty”. If another tool is used, the calculation methodology and expert
judgment/assumption should be documented.

There are varieties of uncertainty range resources available, including voluntary and
regulatory. The following sources are acceptable:
e Factors defined by government law or agencies, as applicable
o E.g., Australian National Greenhouse and Energy Reporting
(Measurement) Determination 2008, European Union (EU) ETS The
Monitoring and Reporting Regulation —Guidance on Uncertainty
Assessment, IPCC, etc., guidelines.
o Note: aerospace companies are encouraged to use local or regional
government uncertainty factors instead of national factors where available
e Voluntary factors, including:
o GHG Protocol Guidance on Uncertainty Assessment in GHG Inventories
and Calculating Statistical Parameter Uncertainty (most recent version)
o Note: documentation should be maintained as objective evidence

D.10 - Carbon Offsets

Aerospace companies that purchase voluntary carbon offsets should disclose the
following information in their GHG inventory report. Carbon offsets are considered
avoided emissions rather than emissions generated at a low- or no-carbon emission
factor; thus carbon offsets should be accounted for separately from the scopes (scope
1, 2 and 3). Carbon offset accounting shall be guided by the six principles of project-
based GHG accounting as per the GHG Protocol for Project Accounting and shall
include all primary effects and significant secondary effects. Typically corporate
purchasers will source carbon offset credits through a third party which has certified
GHG project carbon offset activities through a verification standard.

Required:
e The quantity of offsets purchased and retired (Metric Tonnes)
e Verification standard(s)
e Volume(s) of offsets purchased that are in the Voluntary and Regulated Markets

Optional but encouraged:
e Corporate goals related to offset purchases
e Type/Category and location of the carbon offset project(s)
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e The relative change in quantity purchased in the reporting year compared to the
previous year
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E. SCOPE 3 EMISSIONS

This section provides more detailed guidance to account for select Scope 3 emissions
categories defined by the Corporate Value Chain (Scope 3) Accounting and Reporting
Standard for the Aerospace Industry. Guidance on additional categories may be added
over time. Each company should assess which Scope 3 categories are relevant to their
business and use the following guidance when applicable.

Within the aerospace industry, developing a Scope 3 emissions inventory can be
significantly more challenging than accounting for Scope 1 and 2 emissions; however,
accounting for Scope 3 emissions provides a more comprehensive view of a company’s
GHG impacts throughout its entire value chain. Accounting for Scope 3 emissions
should only be attempted by aerospace companies once Scope 1 and Scope 2
emissions accounting processes are established.

A materiality assessment has been conducted for all scope 3 categories by IAEG Work
Group 3. This assessment is based on the criteria defined in The GHG Protocol
Corporate Value Chain Accounting and Reporting Standard, which includes size,
influence, risk and stakeholders. Each scope 3 category is scored numerically against
each criteria to determine the relevancy of each scope 3 category to the Aerospace
Industry. Recognizing the diversity in aerospace products, Work Group 3 conducted the
assessment at a sub-industry level. The aerospace sub-industries included in this
assessment are final assembly, electrical components, software, engines, structural
components, and interiors. The Assessment result for each category is shown in Table
1, Scope 3 Categories Overview, Relevancy column.

Among the fifteen scope 3 categories, one is deemed to be relevant and six are
potentially relevant to most aerospace companies. Companies using this guidance
should review all fifteen categories of Scope 3 emissions and determine relevance of
each category to their business while disclosing and justifying exclusions. Supplemental
guidance for four categories has been provided. For relevant Scope 3 categories where
supplemental guidance is not provided in this document, aerospace companies should
refer to the GHG Protocol Scope 3 Standard, Scope 3 Calculation Guidance, and WRI-
supported assessment tools to account for emissions.
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Table 1. Scope 3 Categories Overview

Supplementary

No. Scope 3 Category Relevancy Guidance Comments
Provided
Purchased Goods and Potentially Supplemental guidance is in development by IAEG
1 . No .
Services relevant Work Group 3, and not yet provided.
. Potentially Supplemental guidance is in development by IAEG
2 Capital Goods relevant No Work Group 3, and not yet provided.
Energy and Fuel Related Supplem_en_tal guidance is not provided for this Category
3 Activities Not relevant No because it is deemed to be not relevant to most
aerospace companies.
4 Upstream Transportation Potentially Yes Please refer to the guidance below.
and Distribution relevant
Waste Generated in Supplem_en_tal guidance is not provided for this Category
5 . Not relevant No because it is deemed to be not relevant to most
Operations -
aerospace companies.
. Potentially .
6 Business Travel relevant Yes Please refer to the guidance below.
7 Employee Commuting Potentially Yes Please refer to the guidance below.
relevant
Supplemental guidance is not provided for this category
8 Upstream Leased Assets Not relevant No because it is deemed to be not relevant to most
aerospace companies.
9 Downgtre_am_Transportatlon Potentially Yes Please refer to the guidance below.
and Distribution relevant
Supplemental guidance is not provided for this Category
10 | Processing of Sold Products Not relevant No because it is deemed to be not relevant to most
aerospace companies.
Supplemental guidance is not provided for this Category
due to diverse product portfolios, each of which has a
different GHG emissions profile. Companies should refer
11 | Use of Sold Products Relevant No to the GHG Protocol Scope 3 Standard, Scope 3
Calculation Guidance, and WRI-supported assessment
tools to account for emissions.
Supplemental guidance is not provided for this Category
due to diverse product portfolios, each of which has a
12 End of Life Treatment of Potentially No different GHG emissions profile. Companies should refer
Sold Products relevant to the GHG Protocol Scope 3 Standard, Scope 3
Calculation Guidance, and WRI-supported assessment
tools to account for emissions.
Supplemental guidance is not provided for this Category
13 | Downstream Leased Assets Not relevant No because it is deemed to be not relevant to most
aerospace companies.
Supplemental guidance is not provided for this Category
14 | Franchises Not relevant No because it is deemed to be not relevant to most
aerospace companies.
Supplemental guidance is not provided for this Category
15 | Investments Not relevant No because it is deemed to be not relevant to most

aerospace companies.
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E.1 - Category 6: Business Travel

A Business Travel GHG inventory shall include business travel emissions from
the following emissions sources where each mode of transportation is applicable:
e air travel
e rental car
e Dbus travel
e rail travel

Where data is available, companies should include emissions associated with hotel
nights in business travel.

The calculation methodology should be based on WRI Scope 3 Calculation Guidance,
Category 6 — Business Travel.

Reporting of these emission sources should be prioritized based on the relevance and
significance of each source to the reporting company’s Scope 3 — Business Travel
emissions. This guidance defines a source as significant if it represents 5 percent or
more of total business travel emissions.

Other calculation resources include:

e GHG Protocol Calculation Tools, developed by World Resources Institute,
available at: http://www.ghgprotocol.org/calculation-tools/all-tools

e International Civil Aviation Organization (ICAQO) Carbon Emissions Calculator
available at: https://www.icao.int/environmental-
protection/Carbonoffset/Pages/default.aspx

e For UK organizations, the Department for Transport provides guidance and a
calculation tool for work-related travel, available at:
https://www.gov.uk/quidance/measuring-and-reporting-environmental-impacts-
guidance-for-businesses

e U.S. EPA Center for Corporate Leadership provides business travel emissions
factors on the Emission Factors Hub available at:
https://www.epa.gov/climateleadership/center-corporate-climate-leadership-ghg-
emission-factors-hub

E.2 - Category 7: Employee Commuting

An Employee Commuting GHG inventory shall include emissions related to
employees commuting between their home and assignhed work locations. For
purposes of accounting, contractors receiving day-to-day direction by the reporting
company or representative of the reporting company and/or in reporting company
payroll are in-scope for Employee Commuting-related emissions. Examples of emission
sources from employee commuting may include:
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Public: Private:

e rail travel e personally-owned automobiles
e Dbus travel
e airtravel

e Dboat travel
e other modes of public transportation

It is the experience of IAEG member companies that personally owned automobiles,
public rail and public buses are the most common and significant contributors to
Employee Commuting emissions. Conversely, accounting for emissions from
telecommuting are not recommended. However, if a reporting company includes these
emissions in their Scope 3 GHG inventory, the methodology should be disclosed.

Reporting of these emission sources should be prioritized based on the relevance and
significance of each source to the reporting company’s total employee commuting
emissions. This guidance defines a source as significant if it represents 5 percent or
more of total employee commuting emissions.

Employee commuting does NOT include emissions associated with:

Description GHG Scope/Category
Employees traveling between worksites Scope 3 — Business Travel
Employees traveling to/from customer or Scope 3 — Business Travel
project locations

Employees traveling in company-owned Scope 1

vehicles

Employees traveling in company-leased Scope 1

vehicles

The calculation methodology shall be based on WRI Scope 3 Calculation
Guidance, Category 7: Employee Commuting. All modes of transportation included
should use actual emissions/mileage data where possible. Where actual emissions
and/or distance travelled data are not available, reasonable estimates may be used to
supplement emissions in this category. Companies are encouraged to apply consistent
calculation methodology year-over-year until such time that actual data are available. A
common method used to estimate employee commuting emissions is to use data from
Human Resources and/or employee surveys related to mode of transportation,
daily/average distance travelled, and automobile type (if applicable).

E.3 - Categories 4 & 9: Upstream and Downstream Transportation &
Distribution
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Upstream and Downstream Transportation GHG inventories shall include
transportation- and distribution-related emissions. Within the aerospace industry,
the distinction between Upstream Transportation & Distribution (Category 4) and
Downstream Transportation & Distribution (Category 9) emissions is not always clear.
This section is intended to provide clarification to enable consistent industry-wide
reporting for these two categories.

The boundary between upstream and downstream for Scope 3 GHG accounting and
reporting is different than conventional value stream or life cycle models. Table 5.7,
Accounting for emissions from transportation and distribution activities in the value
chain, in The Corporate Value Chain (Scope 3) Accounting & Reporting Standard
outlines the association of Transportation & Distribution activities to the appropriate
Scope or Scope 3 category.

Aerospace Transportation & Distribution Scenarios
These scenarios illustrate aerospace industry-specific situations as a rationale for
determination of the applicability of these categories:

Scenario A: Delivery/Shipping is Incurred by Manufacturer
This scenario is common in the aerospace industry: Company A sells an aircraft
component to Company B. Company A offers a final all-inclusive price with an
agreement to deliver the final product as part of this total price.

+ Since Company A is paying for the shipment, they account for the
shipment in their Category 4 (Upstream).

« Company B accounts for these emissions in their Category 1 (Purchased
Goods and Services).

Scenario B: Final Delivery of Aircraft

In the event that the product is an aircraft, if the final contract delivery point is the
final production facility and the customer picks up the aircraft and flies it offsite,
Scope 3 emissions accounting is not applicable.

* Itis assumed that the manufacturer either charges or gifts the initial fuel fill
to the customer. The emissions from this initial fuel fill are not considered
part of the manufacturing company’s direct emissions since the aircraft is
no longer the property of or in the possession of the reporting company.

« As soon as the customer receives delivery of the aircraft, emissions from
the aircraft are Scope 1 emissions for the customer and Category 11 (Use
of sold products) for the manufacturer, if the manufacturer chooses to
report on this category.

Scenario C: Final Delivery/Shipping Billed to Customer
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This scenario is not common in the aerospace industry: Company A sells an
aircraft component to Company B. Company A submits an invoice to Company B
specifically for delivery of the aircraft component.

+ Company A accounts for shipping emissions in their Category 9
(Downstream) because Company A did not pay for the shipping.

+ Company B would account for these same emissions in their Category 4
(Upstream) because Company B paid for the transportation.

E.3.a - Upstream Transportation & Distribution (Category 4)

An upstream Transportation & Distribution GHG inventory shall include services
purchased by the reporting company. This includes emissions from vehicles and
facilities not owned or controlled by the reporting company. It excludes emissions from
owned or controlled vehicles or facilities, which are included in a reporting company’s
Scope 1 emissions.

Examples of emission sources that fall within Category 4 — Upstream Transportation &
Distribution, include in-bound and out-bound logistics. For example:

e Transportation & Distribution of goods by a third-party purchased by the reporting
company between Tier 1 suppliers and its own operations

e Transportation & Distribution between a company’s own facilities using third-
party vehicles

e Delivery of final product(s) to the customer (where the reporting company pays
for delivery)

The calculation methodology should be based on the Corporate Value Chain (Scope 3)
Accounting and Reporting Standard, Category 4 — Upstream Transportation and
Distribution.

E.3.b - Downstream Transportation & Distribution (Category 9)

Evidenced in the Transportation & Distribution Scenarios, and reinforced by the
applicability defined in the Corporate Value Chain (Scope 3) Accounting and Reporting
Standard, emissions associated with Downstream Transportation & Distribution are not
typically relevant to the aerospace industry. Category 9 only includes transportation-
and distribution-related emissions that occur after the reporting company pays to
produce and distribute its products.
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F. INTENSITY METRICS

F.1 Introduction

An intensity metric is the ratio of GHG emissions and a business metric (common
denominator) over time, also known as a normalized metric or intensity ratio. An
example of an intensity metric is tonnes of carbon dioxide equivalent / US$ million
revenue. Examples of common denominators used in intensity metrics are annual
revenue, annual hours worked, floor area, average number of employees during the
year, and annual number of products delivered, amongst others.

In contrast, an absolute metric is a measure of GHG emissions over a period of time.
An example of an absolute metric is: tonnes of carbon dioxide equivalent emitted per
year. Absolute metrics show changes in GHG emissions over time without the context
of changes in the reporting organization.

Intensity metrics can be used to monitor trends in GHG emissions over time, allowing
for changes in the size and activities of an organization, for example, if a company
grows or has substantial change of its operations.

Intensity metrics can also be used for measuring efficiency performance improvements
and can show “decoupling” of emissions compared to growth in business.

Intensity and absolute metrics can be used as key performance indicators (KPIs) to
drive internal improvements.

F.2 Limitations

The same intensity metric is not always suitable for use at every level of an
organization. For example revenue may be appropriate to calculate intensity of GHG
emissions at company level, but may not be appropriate at factory or department level
depending upon the revenue calculation for that location.

Reporting intensity metrics alone, without also disclosing the absolute numerators and
denominators, can lack the context needed for stakeholders to interpret the data
correctly. For instance, significant changes in the denominator may potentially
exaggerate improvement or mask growth in absolute emissions.
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F.3 Recommendation(s) on when and which intensity metrics to use

At company level, aerospace companies should consider using a revenue, floor area or
headcount based intensity metric as these are consistently disclosed and verified within
the aerospace industry. As applicable, other intensity metrics may be used.

When disclosing intensity metrics, Aerospace companies should endeavor to align the
chosen denominator to the reporting boundary of the GHG data in the numerator and
disclose any adjustments made to a denominator, particularly where the denominator
may conflict with other sources of publicly available information.

Intensity metrics should be reported alongside absolute metrics and the intensity metric
should be explained with appropriate narrative to understand the drivers of
performance.

F.4 Examples

Examples of advantages and limitations of specific intensity metrics:

© 2018 IAEG®

Absolute data | Revenue: (e.g. | Floor area: ) Population: Labour Hours: | Number of
(e.g. tCO. e) tCO_e/Em) (e.qg. (e.g. tCOe/ products
: : (e.g.1COe/m ) tCOze/empl.) hour ) made / sold
Advantages eCan identify eAccounts for  |eAccounts for eUseful to raise | eEase of e Reflects level
and target business changing awareness collection of activity that
largest uses to growth/ emissions with (used for has generated
improve productivity associated with | employees safety) the emissions
changes changes in size
eRelatively of real estate eCan be applied | eCould allow eEasy to relate
easy to eBased on e Compare with consistently at for productivity to for some
obtain/track audited external all levels (i.e. comparison stakeholders
values building facilities)
benchmarks
eCan be applied
consistently at
all levels (i.e.
facilities)
eBest correlated
to scope 2
GHG
emissions
Limitations «Organic eOutsourcing  [eDoes not  Growth/ «Does not « Difficult or
growth (reduce correlate reduction of differentiate unsuitable for
emissions but | energy use population may | type of work companies
oEffects of maintain with activity have little performed with multiple
production revenue) type or effect on products or
increase or productivity emissions e High degree of complex
decrease e Could achieve data sensitivity operations
solely by rise  |eData ¢ Does not take
in revenue availability/ into account o Variation in
assurance work activity hour
e Potentially calculation
impacted by e Negatively e Dynamic
research and impacted by Workforce
development consolidations (contract
labour)
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G. CONCLUSION

There is an increased need to mitigate the anthropogenic contribution to global warming
throughout the aerospace value chain. Measurement of GHGs is the first step in this
process. It enables the identification of the most carbon intensive categories, as well as
the determination of drivers for potential reductions. While this supplemental guidance
provides more specificity within GHG accounting and reporting, aerospace companies
are encouraged to expand their capabilities for GHG accounting and reporting, including
Scope 3 emissions.

This document is designed to work in conjunction with The GHG Protocol Corporate
(Scope 1 and 2) and Value Chain (Scope 3) Accounting and Reporting Standards by
offering supplemental guidance that is specific to the aerospace industry. It lists all of
the requirements and guidance to follow when establishing a sector specific GHG
emissions reporting and management system for the aerospace value chain.

Therefore, this guidance document is intended to act as the next step in the aerospace
industry’s demonstration of its strong commitment to reduce its environmental footprint.
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RECORD OF REVISIONS

Issue Date Summary and reasons for changes
1 4/2014 Initial release supplementing The Corporate
Standard (published prior to 2015 Scope 2
amendment)
4/2016 Expanded Scope 3 guidance
3 5/2019 Added new requirement from the Scope 2

Guidance, Intensity Metrics, additional busin

travel calculation method and updated Scope 3

Materiality Assessment Methodology.

ess air
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ENDNOTES

' Greenhouse Gas Reporting Protocol Corporate Standard, Page 16

" Greenhouse Gas Reporting Protocol Corporate Standard, Page 97

" Greenhouse Gas Reporting Protocol Corporate Standard, Page 20

Y Fulltime Equivalent (FTE): is a calculation that includes fulltime, part time employees and directly
supervised contractors. The ratio of the total number of paid hours during a period (part time, full time,
contracted) by the number of working hours in that period Mondays through Fridays. The ratio units are
FTE units or equivalent employees working full-time. In other words, one FTE is equivalent to one
employee working full-time. (For example: You have three employees and they work 50 hours, 40 hours,
and 10 hours per week — totaling 100 hours. Assuming the employer defines a full time work period of 40
hours and a full-time employee works 40 hours per week, your full time equivalent calculation is 100
hours divided by 40 hours, or 2.5 FTE).

¥ In countries where the term “employee” is specifically defined by regulation, the legal definition of the
term is to be used.

" Annual Spend on Energy: annual spend on energy for Scope 1 sources and annual spend on Scope 2
purchased electricity, heat or steam.

"' Competitive markets are defined as the markets providing consumer choice of differentiated electricity
products or supplier-specific data, in the form of contractual instruments by GHG Protocol Scope 2
Guidance, page 28.

"' See: https://www.cdp.net/Documents/Guidance/2014/cdp-fuel-definitions-2014.pdf

™ Note: Distillate Fuel Oil (#1, 2, and 4) is also known as light fuel, light fuel oil, and distillate fuel or in
France as domestic fuel. Fuel Qil (#5 and 6) is also known as heavy fuel oil or residual fuel oil. Motor
Gasoline is also known as petrol.

* See: http://www.ghgprotocol.org/files/ghgp/tools/ghg-uncertainty.pdf

* This section will be replaced with a reference to WRI's Scope 2 Standard

! Leased assets should be included in Scope 1 emissions in accordance with the operational control
boundary as recommended in section C of the GHG Reporting Guidance for the aerospace industry
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