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Executive Summary

In response to the Biden-Harris Administration’s broader initiative to reduce
greenhouse gas emissions, the U.S. Department of Defense (DoD), General Services
Administration (GSA), and the National Aeronautics and Space Administration (NASA)
published a proposed amendment (87 FR 68312) to the Federal Acquisition Regulation
(FAR) in 2022 (U.S. Department of Defense et al. 2022). The amendment introduces new
reporting requirements for federal contractors to disclose their greenhouse gas (GHQG)
footprint and mitigation efforts. If adopted, this proposed rule would add compliance
requirements on federal contractors and empower federal agencies to consider GHG impact
as a criterion for awarding contracts. This paper introduces the concept of greenhouse gas
accounting, key concepts, and main implications for DoD contractors.

For decades, much of the U.S. private sector has disclosed its GHG emissions and
climate-related financial risk. As voluntary GHG emissions disclosures have increased
over time, U.S. companies and non-profits have refined accounting methodologies and
popularized certain emissions accounting and reporting standards. By the late 2010s, there
was a near consensus on using a handful of standards, including the GHG Protocol
Corporate Accounting and Reporting Standard (CARS) for developing an emissions
inventory, the CDP (formerly Carbon Disclosure Project) reporting system for submitting
disclosures, the Task Force on Climate-related Financial Disclosures (TCFD)
Recommendations for informing those disclosures, and the SBTi for guiding emissions
reduction efforts. The proposed FAR rule would require the use of these four non-
governmental standards or “equivalents” (U.S. Department of Defense et al. 2022). By
using already widely accepted non-governmental standards, agencies such as the DoD can
assess their supply chain emissions while limiting government cost and reducing
contractors’ compliance burden.

As methods for GHG emissions accounting are reviewed, it will be important to
monitor how other federal agencies (e.g., Securities and Exchange Commission) will meet
the Biden-Harris Administration’s goal to reduce greenhouse gas emissions. Other efforts
by government agencies to monitor or evaluate GHG emissions include the National
Institute of Standards and Technology’s (NIST) Greenhouse Gas Measurements Program,
or the White House Guidance on the Social Cost of Greenhouse Gas Emissions.

While Executive Order 14057 largely exempted the DoD from federal GHG
emissions accounting and reduction requirements for national security and intelligence
activities (The White House 2021b), activities by other federal agencies may affect DoD
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decision-making. Furthermore, the proposed FAR rule could impose reporting and goal-
setting requirements on many of the DoD’s suppliers. The DoD will need to remain aware
of GHG accounting methods as disclosure practices expand. This paper describes key GHG
accounting terminology, relevant regulations and executive orders, and opportunities for
further research in this area. This paper describes key GHG accounting terminology,
relevant regulations and executive orders, and opportunities for further research in this
area.
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1. Introduction

In 2022, the U.S. Department of Defense (DoD), General Services Administration
(GSA), and the National Aeronautics and Space Administration (NASA) published a
proposed amendment (87 FR 68312) to the Federal Acquisition Regulation (FAR), the
primary regulation guiding federal procurement (U.S. Department of Defense et al. 2022).
The amendment introduces new reporting requirements for federal contractors to disclose
their greenhouse gas (GHG) footprint and mitigation efforts; the amendment also directs
contractors to use standards developed in the private sector for voluntary reporting. This
regulation change is part of a larger Biden-Harris Administration initiative towards net-
zero emissions from federal procurement (The White House 2021b). If finalized,! this
amendment would disrupt the federal supply chain, imposing a substantial compliance
burden on federal contractors and empowering federal agencies to consider GHG impact
as a criterion for awarding contracts. This paper introduces the amendment, its key
concepts, and its main implications for DoD contractors.

As federal agencies begin to include climate considerations in procurement decisions,
there will likely be an influx of emissions disclosures and GHG reduction targets included
in contracting proposals. Thus, federal agencies will need to develop a framework for
evaluating GHG emissions reporting to make informed procurement decisions. This will
likely drive a growing demand for GHG accounting expertise. This paper is part of an
ongoing effort to better understand GHG accounting research. In reviewing this paper,
readers will learn about key GHG accounting terminology, relevant regulations and
executive orders, and opportunities for further research in this area.

' The proposed amendment to the FAR was published in November 2022. The public comment window

closed in January 2023. As of September 2023, the FAR Council has not published a revised version of
the amendment.






2. Background

The proposed FAR amendment is fundamental to the following discussion on GHG
accounting standards and their applications for federal procurement, so it is important to

define its key terminology:

1.

Greenhouse Gas Protocol (GHGP) Corporate Accounting and Reporting
Standard (CARS): the most commonly used GHG accounting standard in the
world, particularly for private industry (World Resources Institute and World
Business Council for Sustainable Development n.d.).

CDP: formerly known as the Carbon Disclosure Project. The CDP is a non-
profit repository for environmental data, including voluntary GHG emissions
disclosures (CDP 2023a).

Task Force on Climate-Related Financial Disclosures (TCFD): comprised of
representatives from the private sector, including banks, insurance companies,
accounting firms, and consulting firms? (Task Force on Climate-Related
Financial Disclosures 2023). In 2017, they released a report of recommendations
on how companies should disclose climate-related financial risk (i.e., financial
risk associated with transitioning to a lower carbon economy) .

The Science-Based Targets initiative (SBTi): a partnership between the CDP,
United Nations Global Compact, World Resources Institute, and the World
Wildlife Fund (WWF). The SBTi conducts independent assessments of
companies’ emissions targets (Science Based Targets Initiative 2023).

Greenhouse Gas Inventory: a quantified list of an entity’s gross® annual
greenhouse gas emissions completed in accordance with the Greenhouse Gas
Protocol (GHGP) Corporate Accounting and Reporting Standard (CARS) (U.S.
Department of Defense et al. 2022).

Scope One Emissions: an organization’s direct emissions from organizational
sources (Figure 1). This includes emissions resulting from electricity generation
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The Task Force for Climate-Related Financial Disclosures (TCFD) disbanded in 2023 (Task Force on
Climate Related Financial Disclosures 2024).

Due to a lack of consensus methods on quantifying carbon sequestration effectiveness, GHG removals
are considered “optional information” for a GHG inventory under the Greenhouse Gas Protocol
Corporate Accounting and Reporting Standard (World Resources Institute and World Business Council
for Sustainable Development 2015).



on the organization’s property, physical or chemical processing of materials like
cement or aluminum, and transportation of materials in organization-owned or
controlled vehicles. Directly generated electricity is included in scope one even
if the electricity is generated for a different organization’s use. Scope one
emissions also include fugitive emissions, which are intentional or unintentional
releases (e.g., equipment leaks) (World Resources Institute and World Business
Council for Sustainable Development 2015).

Scope Two Emissions: indirect emissions resulting from an organization’s
electricity usage (Figure 1). The emissions do not occur on the organization’s
property, but where the electricity is generated (e.g., coal plant). This includes
emissions from the transportation and distribution of electricity. This does not
include indirect emissions that occur upstream of electricity production (e.g.,
emissions from coal mining) (World Resources Institute and World Business
Council for Sustainable Development 2015).

Scope Three Emissions: all other indirect emissions (Figure 1). These include
emissions from the extraction and production of purchased materials,
transportation of goods (in vehicles not owned or controlled by the
organization), and outsourced or leased activities. Scope three emissions account
for downstream emissions of an organizations’ products (e.g., landfill emissions,
emissions from a sold car). It also accounts for electricity-related emissions not
covered by scope two (World Resources Institute and World Business Council
for Sustainable Development 2015; World Resources Institute and World
Business Council for Sustainable Development 2011).
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Figure 1. Emission scope types as defined by the Greenhouse Gas Protocol [Rudzhan
Nagiev]/[iStock] via Getty Images.

For decades, much of the U.S. private sector has disclosed its GHG emissions and
climate-related financial risk. As voluntary GHG emissions disclosures have increased
over time, U.S. companies and non-profits have refined accounting methodologies and
popularized certain emissions accounting and reporting standards. By the late 2010s, there
was a near consensus on using a handful of standards. In 2021, 80% of S&P 500 companies
disclosed climate-related risk to the CDP (CDP 2023a). Of Fortune 500 companies that
disclosed GHG emissions in 2016, 92% used the Greenhouse Gas Protocol’s (GHGP)
accounting standards (World Resources Institute and World Business Council for
Sustainable Development n.d.). In recent years, the U.S. government has followed the
private sector’s example by conducting its own GHG accounting and reporting. In doing
so, they have at times relied upon the methods private entities developed and popularized.

In 2021, the Biden Administration announced requirements for federal agencies to
disclose and reduce their own GHG emissions in Executive Order 14057: Catalyzing Clean
Energy Industries and Jobs Through Federal Sustainability (Table 1) (The White House
2021b). In order to achieve a carbon pollution-free electricity sector by 2035 and net-zero
emissions economy-wide by 2050, Executive Order 14057 instructed federal agencies to



lead by example with climate-conscious procurement and reductions in scope one, two,
and three greenhouse gas emissions (The White House 2021b). Executive Order 14008:
Tackling the Climate Crisis at Home and Abroad (Table 1) also directs federal agencies to
make climate-conscious procurement decisions (The White House 2021a). The U.S.
government is the largest purchasing body in the world, with over $650 billion spent in
contracts in fiscal year 2020 (U.S. Department of Defense et al. 2022). The federal
government therefore possesses substantial power to influence national GHG emissions
through direct emissions reductions and supply chain reform.

In another move to decarbonize the federal supply chain, President Biden published
Executive Order 14030: Climate-Related Financial Risk (Table 1), requiring the FAR
Council and the Council on Environmental Quality to consider amending the FAR (Table
1) to include emissions reporting requirements for federal contractors (The White House
8/29/2023; U.S. Department of Defense et al. 2022). The FAR Council coordinates
government-wide procurement policy consistent with the FAR (U.S. General Services
Administration 2023).

To comply with Executive Order 14030, FAR Council members of the DoD, GSA,
and NASA proposed a change to the FAR in 2022 entitled “Disclosure of Greenhouse Gas
Emissions and Climate-Related Financial Risk” (U.S. Department of Defense et al. 2022).
This proposed rule would require contractors with over $7.5 million in federal contract
obligations over the prior fiscal year (known as significant contractors) to disclose their
scope one and two GHG emissions. It would require contractors with over $50 million in
federal contract obligations over the prior fiscal year (major contractors) to disclose their
scope one, two, and three GHG emissions. Major contractors would also need to set
science-based GHG reduction targets.

Instead of prescribing a new federal GHG reporting standard, the proposed FAR
amendment would require significant and major contractors to use existing non-
governmental standards in their GHG disclosures. The amendment identifies four
standards already widely used by private industry: the GHGP CARS for developing an
emissions inventory, the CDP reporting system for submitting disclosures, the TCFD
Recommendations for informing those disclosures, and the SBTi for guiding emissions
reduction efforts. The proposed FAR rule would require the use of these four non-
governmental standards or “equivalents” (U.S. Department of Defense et al. 2022). By
using already widely accepted non-governmental standards, agencies can assess their
supply chain emissions while limiting government cost and reducing contractors’
compliance burden.



Table 1. Guide to Orders and Regulations Relating to GHG Accounting and Reporting

Order/Regulation

Relevance

Executive Order 14008: Tackling the
Climate Crisis at Home and Abroad

Executive Order 14030: Climate-
Related Financial Risk

Executive Order 14057: Catalyzing
Clean Energy Industries and Jobs
Through Federal Sustainability

Federal Acquisition Regulation (FAR)

Proposed amendment to the FAR (87
FR 68312, 14 November 2022)

Requires federal agencies to manage federal
procurement to support robust climate action.*

Requires the FAR Council to consider amending the
FAR to include a GHG reporting requirement for
federal suppliers and to require agencies to

prioritize suppliers with lower GHG emissions.>

Requires federal agencies to reduce GHG
emissions. Sets government-wide climate goals,
including net-zero federal procurement.6

The predominant regulation on federal
procurement.”

Requires certain federal contractors to disclose
GHG emissions. In addition, certain contractors

must set emissions reduction targets.8

https://www.whitehouse.gov/briefing-room/presidential-actions/2021/01/27/executive-order-on-
tackling-the-climate-crisis-at-home-and-abroad/

https://www.whitehouse.gov/briefing-room/presidential-actions/2021/05/20/executive-order-on-

climate-related-financial-risk/

https://www.whitehouse.gov/briefing-room/presidential-actions/2021/12/08/executive-order-on-
catalyzing-clean-energy-industries-and-jobs-through-federal-sustainability/

https://www.acquisition.gov/browse/index/far

https://www.federalregister.gov/documents/2022/11/14/2022-24569/federal-acquisition-regulation-
disclosure-of-greenhouse-gas-emissions-and-climate-related-financial






3. Non-Governmental Standards Identified in
the Proposed FAR Amendment

A. The Greenhouse Gas Protocol (GHGP) Corporate Accounting and
Reporting Standard (CARS)

The proposed FAR amendment would require relevant federal contractors to use the
GHGP CARS to develop a GHG inventory. The World Resources Institute and the World
Business Council for Sustainable Development published the original GHGP CARS in
2001, and it is the most widely used GHG emissions accounting standard in the world
(World Resources Institute and World Business Council for Sustainable Development
2015). This standard provides a methodology for creating an emissions inventory, which
is a list of all emission sources across an organization and the calculated emissions resulting
from those sources (U.S. Department of Defense et al. 2022). The GHGP CARS guides
companies on how to set inventory boundaries (Figure 2), how to choose a base year, how
to identify sources, and how to implement emissions calculation tools (World Resources
Institute and World Business Council for Sustainable Development 2015).

ORGANIZATIONAL
BOUNDARIES

Leased car fleet Leased building Leased car fleet
(selected consolidation (selected consolidation (selected consolidation criterion =
criterion aE:plles) criterion applies) does not apply) g &
1 i ' H = 2
1 1 1 1 e
Py, [YRPRT Ry — e pommmmm o o =
! Scope1 ! i Scopel i i Scope2 i 1 Scope3 o=

Figure 2. Example of inventory boundaries (World Resources Institute and World Business
Council for Sustainable Development 2015).

The CARS mandates that participating organizations set operational and
organizational boundaries for creating their greenhouse gas emissions inventories (World
Resources Institute and World Business Council for Sustainable Development 2015).
Setting an operational boundary requires companies to identify which emission scopes they
plan to disclose. For voluntary reporting under the CARS, companies may choose to report
all three emission scopes or only scopes one and two. Reporting all three scopes requires



more time and effort, but it better serves transparency and emissions reduction efforts. The
CARS references DHL Express Nordic, a company which found that 98% of its emissions
fell within scope three (World Resources Institute and World Business Council for
Sustainable Development 2015). If DHL Express Nordic excluded its scope three
emissions from its inventory, it would fail to identify major opportunities for emissions
and cost reductions, and it might appear misleading to the public and its stakeholders. As
written, the proposed FAR amendment would require only major federal contractors to
disclose all three scopes (U.S. Department of Defense et al. 2022).

In addition to setting operational boundaries, the GHGP CARS requires participants
to set organizational boundaries. Organizational boundaries are determined by the
accounting approach organizations use to identify and consolidate emissions sources.
Under CARS, there are two organizational approaches: equity share and control. Under an
equity share approach, companies account for emissions in proportion to their financial
stake in the emissions source. Under a control approach, an organization will only account
for emissions at sources they financially or operationally control (Figure 3) (World
Resources Institute and World Business Council for Sustainable Development 2015).

100%

100%. HOLLAND
100% SWITZERLAND
: 41.5%
I [ 0%.....] BGB
i i 0% | (50% OWNED)
i83% :
100%, HOLLAND |
L 100% AMERICA '
: 62.25%
100% IRW
100% (75% OWNED)
33.3%
1009 KAHUNA

319 | CHEMICALS

43%
100% QUICKFIX
L.100%

= Equity Share: economic
interest held by parent

0% NALLO company

== == Operational Control:
decision-making power
over operational policies
Financial Control: how an

. entity is treated in the
————————————— SYNTAL parent company’s financial
accounts (e.g., wholly
owned subsidiary, joint
venture)

Figure 3. Example of equity share, operational control, and financial control operational
boundary setting for parent company Holland Industries (World Resources Institute and
World Business Council for Sustainable Development 2015). Legend was modified
for clarity.
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For the example shown in Figure 3, under an equity share approach, Holland
Industries would account for GHG emissions in proportion to its economic interest in a
given company. Under a control approach, it would account for 100% of GHG emissions
from companies it operationally or financially controls. One exception is exemplified by
Kahuna Chemicals. In this case, a financial control approach would only account for 33.3%
of emissions because Kahuna Chemicals is a joint venture where three partners have joint
financial control (World Resources Institute and World Business Council for Sustainable
Development 2015).

Before organizations can calculate emissions, the CARS standard requires them to
choose a base year. A base year is the starting point from which an organization can
compare its GHG emissions over time. It can be a single year or a multi-year average (e.g.,
average emissions from 1990-2000). An organization may pick its own starting point, but
it must be a time frame for which the organization has verifiable emissions data. Companies
may use this flexibility to their advantage by selecting a base year in which they had high
GHG emissions, thereby making emissions reductions appear more substantial.

The next accounting step under CARS is to identify emissions sources. For guidance,
the CARS appendix provides a list of most common emissions types by scope type. The
GHGP website has more resources on how to categorize sector-specific emission sources.
After an organization has set inventory boundaries, chosen a base year, and identified
sources, then it will proceed to calculate emissions.

When calculating emissions, CARS allows participating organizations to use proxy
measures. It does not require organizations to conduct direct monitoring of emissions. The
GHGP has emissions calculation tools available, but CARS allows organizations to use
alternative calculation tools or develop their own. For consolidating emissions across all
levels of the organization, organizations may use either a decentralized approach (i.e.,
facilities calculate their own emissions and report them to the larger organization) or a
centralized approach (i.e., facilities report activity to a larger organization which calculates
the emissions) (World Resources Institute and World Business Council for Sustainable
Development 2015).

The GHGP CARS is intended for companies to voluntarily estimate emissions and
identify areas for reduction and cost-savings; it is not appropriate for cross-organizational
emissions comparisons. In order to incentivize participation, the GHGP designed the
CARS to be flexible. As a result, the standard offers organizations too much discretion in
creating their inventories for meaningful comparison. Two organizations might report
different GHG emissions simply because one used an equity accounting approach and one
used an organizational approach. As shown in the Holland Industries example from the
GHGP CARS (Figure 3), the company would account for 100% of Holland America’s
emissions under a control approach, but only 83% of emissions under an equity approach.
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The difference in GHG emissions between two companies may also be a result of using
different proxy estimations in place of direct measurements.

The GHGP CARS also lets individual organizations decide which calculation tools to
use. The standard provides guidance on creating a list of emission sources, but
organizations may decide among a variety of tools for quantifying the emissions resulting
from those sources. They can use GHGP-provided calculators, private emissions
accounting software, or develop their own calculation tools. This results in GHG estimates
derived from drastically different methodologies. A WWF analysis compared emissions
estimates for the same products across different calculators, and found wide variation based
upon the allocation method used (Figure 4).

Footprint :

kgCO,e/kg product with economic Fc_:otprlnt

with mass

value

Bovine meal (animal feed) 0.7 8.6
Maize gluten meal 1.4 1.1
Palm kernel expeller 1.4 7.0
Soybean hulls 1.3 3.4

Data source: GFLI emissions factor database

Figure 4. Differences in carbon dioxide emissions estimates for four products under two
different allocation approaches: emissions calculated by economic value and by mass
(Moberg and Devine 2023).

B. The CDP

The CDP was founded as the Carbon Disclosure Project in 2000, and renamed to
“CDP” in 2013. It is a non-profit charity which runs a global carbon disclosure system
(CDP 2023a). The proposed FAR rule would require relevant federal contractors to
disclose their emissions using the CDP’s annual Climate Change Questionnaire or an
equivalent disclosure tool. Thousands of companies already disclose their emissions
through the CDP’s Climate Change Questionnaire (CDP 2023b). The questionnaire asks
companies to disclose their scope one, two, and three emissions. It also collects information
on the companies’ emissions targets, emissions reduction performance, and emissions
calculation methodology.
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C. The Task Force on Climate-related Financial Disclosures’
Recommendations (TCFD)

The CDP collects company data on several environmental performance metrics, not
just GHG emissions. The proposed FAR rule would only require relevant federal
contractors to fill out those portions of the CDP Climate Change Questionnaire that align
with the TCFD recommendations for disclosures. The TCFD comprises representatives
from the private sector, including banks, insurance companies, accounting firms, and
consulting firms. In 2017, they released a report of recommendations on how companies
should disclose climate-related financial risk (Task Force on Climate-Related Financial
Disclosures 2023). According to the CDP, there are 25 questions (over a third of all
questions) aligned to the TCFD recommendations in the Climate Change Questionnaire
(CDP 2023c).

D. The Science-Based Targets Initiative (SBTi)

The proposed FAR rule would require major federal contractors (i.e., those with over
$50 million in federal contract obligations) to set science-based emissions reduction targets
(U.S. Department of Defense et al. 2022). Science-based targets refers to greenhouse gas
reduction targets that align with what the latest climate science deems necessary to meet
the goals of the Paris Agreement to limit global warming well below 2°C above pre-
industrial levels (U.S. Department of Defense et al. 2022). Those targets would need to be
validated by the SBTi, a partnership between the CDP, United Nations Global Compact,
World Resources Institute, and the WWF. The SBTi conducts independent assessments of
companies’ emissions targets (Science Based Targets Initiative 2023).
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4. Relevance to the U.S. Department
of Defense

The DoD itself is largely exempt from federal GHG emissions accounting and
reduction requirements, due to an exemption in Executive Order 14057 for activities related
to national security and intelligence (The White House 2021b). The proposed FAR rule,
however, could impose reporting and goal-setting requirements on many of the DoD’s
suppliers. Under the proposed FAR rule, significant and major contractors would be
required to disclose their emissions in the System for Award Management (SAM), the
official website for suppliers seeking government contract opportunities (U.S. Department
of Defense et al. 2022).

The proposed FAR rule would require DoD contract officers to treat major and
significant suppliers as “nonresponsible”—i.e., ineligible for federal contracts (Federal
Acquisition Regulatory Council 2023)—if they fail to disclose their GHG emissions
through SAM within the given time frame (U.S. Department of Defense et al. 2022).
Significant and major contractors would be required to disclose scope one and scope two
emissions within a year of the final rule’s publication. Major contractors would have two
years to disclose scope three emissions and set science-based targets. If a supplier appears
to be noncompliant, the contract officer would request materials from the supplier that
indicates it has an exception or is in the process of complying (Figure 5). If the officer does
not receive sufficient documentation, they must determine the supplier “nonresponsible”
(U.S. Department of Defense et al. 2022).
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Is the organization a significant or major contractor?

No Yes, major contractor

o

Qrganization is not required
to disclose GHG emissions Yes, signficiant contractor | Did the Contractor disclose scope 1, 2, and 3 emissions,
as well as reduction targets in SAM?

Yes
Did the contractor disclose scope 1 and 2 emissions in SAM? \
No h
Contractor is responsible
Yes No ~
e L \
Contractor is responsible Did the contractor provide proof of exception? (i.e., Alaska Native corporation)
J

No Yes

e ~

Did the contractor provide proof of extenuating circumstances,
attempts to comply, or public commitement to comply?

Contractor is responsible

Yes No\
Contractor is responsible Did the contractor receive exemption from a Senior Procurement Executive (SPE)?
Yes No
Contractor is responsible Contractor is nonresponsible

Figure 5. How government contracting officers will make responsibility designations

under the proposed FAR rule. Note: Significant refers to contractors with at least $7.5

million in federal contract obligations, while major refers to contractors with over $50
million in obligations.

DoD suppliers may experience a lower compliance burden than contractors serving
other agencies. The proposed FAR amendment allows Senior Procurement Executives
(SPE) to waive disclosure requirements “for national security purposes or for emergencies,
national security, or other mission essential purposes (U.S. Department of Defense et al.
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2022).” Given the DoD’s national security-driven mission, it likely possesses wide
discretionary power to grant exemptions.

The proposed FAR amendment does not prescribe to what extent, if any, contract
officers must consider a supplier’s greenhouse gas emissions performance when awarding
contracts. The rule intends to increase transparency in the supply chain, not necessarily to
punish suppliers with high GHG emissions. Contractors, however, will likely perceive this
amendment as a move in that direction. Various White House documents (Table 1) suggest
an Administrative intent to prioritize suppliers who disclose and reduce their GHG
emissions. Executive Order 14008: Tackling the Climate Crisis at Home and Abroad
requires members of the National Climate Task Force, which includes the Secretary of
Defense, to consider climate change in their contracting and procurement (The White
House 2021a). Executive Order 14057 sets a goal of net-zero procurement, but as stated
previously, this excludes national-security-related tasks (The White House 2021b).
Executive Order 14030 orders the FAR Council to consider an additional amendment to
the FAR requiring, “the social cost of greenhouse gas emissions to be considered in
procurement decisions and, where appropriate and feasible, give preference to bids and
proposals from suppliers with a lower social cost of greenhouse gas emissions” (The White
House 8/29/2023). As written, the proposed amendment does not require procurement
officials to prioritize lower-emitting entities. Regardless, contractors will likely prepare for
that eventual outcome.
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5. Areas for Further Research

This paper serves as an introduction to GHG accounting concepts and standards as
they relate to federal procurement. It is not a comprehensive account. There are nuances to
GHG accounting, and in particular its implications for federal contractors, that warrant
deeper investigation.

A. Public Response

The proposed FAR rule was published in November 2022 and closed for public
comment in January 2023 (U.S. Department of Defense et al. 2022). How did the public,
and especially contractors, respond to the proposed rule? The FAR Council explicitly
invited public comment on the appropriateness of the private sector standards they selected.
Did commentators suggest alternative widely used standards?

B. Securities and Exchange Commission (SEC) Ruling

In 2022, the SEC published its own rule (87 FR 21334) on climate-related disclosures
entitled, “The Enhancement and Standardization of Climate-Related Disclosures for
Investors” (U.S. Securities and Exchange Commission 2022). This proposed rule would
require publicly traded companies to report climate risks and GHG emissions. How do
these proposed rules compare, and to what extent would it impact federal contractors? As
stated by the FAR Council, many publicly traded companies are federal suppliers (U.S.
Department of Defense et al. 2022). Lockheed Martin, Northrop Grumman, and General
Dynamics are three of the largest defense contractors and are all publicly traded companies
(The Wall Street Journal 2023b, 2023c, 2023a).

C. Department of Defense Applications

Future research will further explore how the GHG regulatory landscape will impact
the DoD and its suppliers. How many DoD contractors would qualify as significant or
major contractors under the proposed FAR rule? Given that the DoD is one of the largest
employers in the world, are existing corporate standards well-equipped for evaluating such
a large and complex supply chain (and operations)? Can we gain any insights from other
large entities which have already adopted GHG emissions disclosure requirements (e.g.,
the European Union’s European Sustainability Reporting Standards)?

It is unclear how many DoD activities will receive national security exemption from
GHG disclosure and target-setting requirements. This will make estimating the DoD’s true
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scope three emissions difficult. One possible avenue for evaluating the DoD’s supply
footprint would be to index its suppliers and their GHG emissions. If this information is
available, indexing DoD suppliers over time might reveal whether or not the DoD
increasingly prioritizes low-emitting contractors.

D. New White House Guidance on Accounting for Social Costs of GHG
Emissions

On his first day in office, President Biden re-established the Interagency Working
Group (IWG) on the Social Cost of Greenhouse Gases (SC-GHG). SC-GHG refers to the
“known damages that greenhouse gas emissions cause across society,” (e.g., an elevated
risk of weather and climate disasters) (The White House 2023). President Biden tasked the
IWG with developing decision-making guidance for federal agencies. Following the
IWG’s recommendations, in September 2023, the President directed federal agencies to
consider SC-GHG when developing and implementing budgets, making procurement
decisions, and conducting environmental reviews under the National Environmental Policy
Act (NEPA) (The White House 2023). This new directive has implications for DoD
procurement, including how it relates to the proposed GHG disclosure requirements for
federal contractors.

E. Direct GHG Monitoring

Organizations following the GHGP CARS often use proxies for emissions estimates
when direct monitoring is not available or is prohibitively expensive (World Resources
Institute and World Business Council for Sustainable Development 2015). While proxy
estimates are convenient tools, they have limitations. Proxy estimates often fail to capture
variety within an industry. Feedlot cattle production has a different GHG impact than
pasture-raised cattle production, but a cattle GHG proxy estimate may fail to capture that
distinction (Moberg and Devine 2023). To improve GHG emissions calculation accuracy,
several government agencies are developing new methods for direct monitoring. In future
research we will assess innovations from federal agencies like the National Institute of
Standards and Technology (NIST). NIST runs the Greenhouse Gas Measurements
Program, an initiative developing direct GHG monitoring tools and standards. In addition,
NASA operates direct monitoring projects, such as the Orbiting Carbon Observatory-2
(OCO-2), a satellite which measures atmospheric carbon dioxide (Younger 2023).
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Appendix A.
Other Relevant Documents

While researching references for this paper, we identified additional relevant
documents that have not yet been reviewed. We will review these documents in the next

phase of research.

Document Title

URL

A Road Map to Build a Climate -
Resilient Economy

National Environmental Policy Act
Guidance on Consideration of
Greenhouse Gas Emissions and
Climate Change

Report on the Social Cost of
Greenhouse Gases: Estimates
Incorporating Recent Scientific
Advances

Executive Order 13990: Protecting
Public Health and the Environment
and Restoring Science to Tackle the
Climate Crisis

Office of Management and Budget
(OMB) Memorandum M-22-08:
Memorandum for the Heads of
Executive Department and Agencies

OMB Circular No. A-119 Revised:
Memorandum for Heads of Executive
Departments and Agencies

Department of Defense Plan to
Reduce Greenhouse Gas Emissions

https://www.whitehouse.gov/wp-
content/uploads/2021/10/Climate-Finance-Report.pdf

https://www.federalregister.gov/documents/2023/01/09/
2023-00158/national-environmental-policy-act-
guidance-on-consideration-of-greenhouse-gas-
emissions-and-
climate#:~:text=As%20part%200f%20the%20NEPA,re
asonably%20available%20information%20and%20data

https://www.epa.gov/system/files/documents/2022-
11/epa_scghg_report_draft_0.pdf

https://www.whitehouse.gov/briefing-room/presidential-
actions/2021/01/20/executive-order-protecting-public-
health-and-environment-and-restoring-science-to-
tackle-climate-crisis/

https://www.whitehouse.gov/wp-
content/uploads/2021/12/M-22-08.pdf

https://www.whitehouse.gov/wp-
content/uploads/2017/11/Circular-119-1.pdf

https://media.defense.gov/2023/Jun/16/2003243454/-
1/-1/1/2023-DOD-PLAN-TO-REDUCE-
GREENHOUSE-GAS-EMISSIONS.PDF
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