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FOREWORD

The transition to a net-zero economy requires ambitious action across both
the public and private sectors. Carbon credit markets, along with other
carbon pricing mechanisms, have an important role to play in mobilising
private sector finance and achieving global net zero. However, as The
Coalition to Grow Carbon Markets has heard consistently from businesses,
greater clarity, consistency, and confidence are needed if companies are
to engage in high-integrity carbon markets at a greater scale. In particular,
companiesreported that enhanced protectionagainstlegaland reputational
risk is required.

The transition to a net-zero economy requires ambitious action across both the public and private
sectors. Carbon credit markets, along with other carbon pricing mechanisms, have an important role
to play in mobilising private sector finance and achieving global net zero. However, as The Coalition
to Grow Carbon Markets has heard consistently from businesses, greater clarity, consistency, and
confidence are needed if companies are to engage at greater scale in high-integrity carbon markets.
In particular, companies reported that enhanced protection against legal and reputational risk is
required.

This report makes an important contribution to offering this certainty and responds directly to the
priorities we have heard from the business and investor communities. It examines practical policy
options for implementing safe harbour approaches which can help address concerns around
enforcement, litigation, and reputational risk. By setting out the choices available to policymakers,
it provides a valuable basis for governments to consider how national frameworks can support
responsible corporate participation while maintaining high standards of environmental integrity and
transparency.

We warmly welcome this work and thank the International Emissions Trading Association (IETA) for
leading its development and for engaging with businesses and other stakeholders to understand
the barriers they face. This work builds on IETA's broader contribution to developing practical
frameworks for the use of high-integrity carbon credits.

As Co-Sponsors of the Coalition’s Market Infrastructure and Functionality workstream, we commend
this report to our fellow Coalition members. We encourage governments to consider its findings as
they develop policies that can give businesses the confidence to invest in high-integrity carbon
credits, helping to unlock private finance and accelerate climate action.

7t

L™
Mr. Edo Mahendra, r Zoe Norgate
Principle Advisor to the Minister, Deputy Director for International Green Finance
Ministry of Forestry of the Republic of Indonesia. and Capability at Department of Energy, Security

and Net Zero, United Kingdom
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EXECUTIVE SUMMARY

‘Carbon credit markets are an under-utilised tool to drive investment into the global low-
carbon transformation and put a value on the greenhouse gas (GHG) emissions reduced
and removed’, The Coalition to Grow Carbon Markets, Shared Principles.

Many companies stand ready to deliver corporate climate ac-
tion, 2 and to utilise carbon markets to help meet their climate
goals and drive private capital into decarbonisation.®  What has
become apparent from market engagement undertaken for this
paper (Appendix A), is that companies seek protection from lit-
igation and reputational risk when using high integrity credits
and clear guidelines on how to communicate legitimate climate
action.

In this IETA paper, we set out approaches for a defence - ‘safe
harbour’ - to legal action brought against companies for ‘green-
washing’® when using high integrity carbon credits alongside de-
carbonisation in their climate mitigation strategy.

A safe harbour does not, in itself, confer immunity from all liability,
or exempt a company from other applicable regulation, or make
any guarantees in respect of the integrity or value of carbon
credits. The protection it offers depends on the scope of the safe
harbour and the relevant eligibility criteria.

The development of safe harbours should take into consider-
ation that the majority of litigation is brought under consumer
protection or competition law (Appendix D); accordingly defenc-
es should be considered by the relevant government depart-
ments and embedded in such laws.

The following key findings are based on research into litigation
involving the use of carbon credits; discussions with companies
on what protection is required to reduce risk and build confi-
dence in the use of carbon credits and, finally, research into
approaches already in use by governments. These key findings
have guided the development of this paper and the recommen-
dation to governments.

Clarifying the role of Corresponding Adjustments
in voluntary market claims

Governments can take varying approaches to
the role of Corresponding Adjustments (CAs)
under national frameworks. CAs are a UN climate
accounting tool under the Paris Agreement. Host
countries are not required to authorise and apply
corresponding adjustments for voluntary use of
carbon credits but may choose to do so under
Article 6 of the Paris Agreement. It is acknowledged
at the same time that governments may set the
scope and criteria of a safe harbour provision under
a domestic system at their discretion, incorporating
criteria as they deem fit.
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Effective protection requires two cumulative elements:

1. creditintegrity - the credit must come from a recognised,
high-quality crediting programme; and

2. claim integrity - the wording of the claim must not be mis-
leading. A safe harbour that only covers credit quality will
not protect a company whose claim wording is found to
be misleading (courts have penalised claim wording even
where the credits were sound).

Existing credit-integrity criteria should not be reinvented
- it is recommended that governments endorse existing
criteria (PACM, CCP and/or CORSIA rules) and, if deemed
appropriate, a government could also include credits
from any other domestically-approved programmes or
methodologies, including those already eligible for domestic
compliance schemes. These criteria should be periodically
updated at the discretion of governments recognising best
practise.

An authoritative, maintained list of criteria for eligible
credits should be published where a jurisdiction chooses
to establish its own eligibility list - leaving this to the
determination of the buyer or court discretion generates
litigation risk.

Not all claim types warrant the same treatment - under
consumer protection legislation across jurisdictions,
contribution/support claims (e.g. "we financed X tCO,e of
reductions"), are found to be safer. Company-level "net zero"
or "CO,-neutral" claims are conditionally safe with a credible
roadmap/transition pathway. Product-level "carbon neutral”
claims are prohibited in the EU and EFTA (Switzerland,
Norway, Iceland, and Liechtenstein). In each jurisdiction, a
safe harbour cannot protect a claim type which domestic
consumer-protection law prohibits.

Three implementation tracks are recommended for
consideration by governments. A jurisdiction may select a
single track or sequence more than one.

1. Government guidance (fastest, non-binding, signals en-
forcement priorities - good for jurisdictions not yet ready
to legislate);

2. Government-endorsed eco-label/certification scheme
(typically does not require legislation).

3. Statutory defence, for example, California Assembly Bill
1911 (currently being held in committee) that amends con-
sumer protection legislation to provide a rebuttable pre-
sumption of legality where specified conditions are met
(eligible credits used, verified claims made).



02 ABOUT

IETA® produced this paper on safe harbour for The Coalition to
Grow Carbon Markets’ (the Coalition). It supports the Coalition’s
goal, set out in its Shared Principles®, of unlocking demand and
private investment in the voluntary carbon market (VCM). The
Coallition is a government-led initiative specifically designed to
strengthen corporate demand for high-integrity carbon credits.

IETA was appointed as an International Partner to the Coalition in
2025 along with the World Bank, the World Business Council for
Sustainable Development (WBCSD), International Chamber of
Commerce (ICC), the Voluntary Carbon Market Integrity Initiative
(VCMI), and the Integrity Council for the Voluntary Carbon Market
(ICVCM)®. With over 300 members, IETA sits at the forefront of
carbon market and policy development and has brought member
insights and firsthand corporate experience into the formation of

this work. To this end, we held three market roundtables during
2026 at the European Climate Summit (Barcelona), London Cli-
mate Action Week, and the Asia Climate Summit (Hong Kong)°

Furthermore, the paper draws on research conducted by Her-
zog Fox & Neeman: "Safe Harbors for Corporate Green Claims:
Building Legal Certainty for Carbon Markets" (June 2026);'" the
draft California Assembly Bill 1911 (Appendix F); papers devel-
oped by EDF, including ‘The Climate Action Certificate’ (Appen-
dix E); and analysis of litigation related to carbon credits (Appen-
dix D).
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03 INTRODUCTION

High-integrity carbon credits can play a key role in channelling climate finance to important projects
that reduce or remove emissions? These markets could channel ~USD$30-140 billion annually in
debt-free climate finance to projects delivering verified emissions reductions while providing broad-

er benefits to communities and countries®

Considerable work has gone into building high-integrity car-
bon credit markets, through voluntary initiatives and standards,
Article 6 of the Paris Agreement, and action by national govern-
ments.

Despite these efforts, obstacles still persist for voluntary buyers.
Between 2023 and 2025, carbon credit use (retirement) was
flat at around 190 MtCO2e per year* What is required is “clear,
aligned, and stable rules on how and when to use carbon cred-
its”® and clear guidelines on how to communicate climate action
to avoid litigation.

While work is underway to develop consistent rules on the use
of credits (e.g. SBTi, draft ISO 14060), this paper focusses on
the challenge of litigation risk associated with claims (so called
‘greenwashing’ allegations). To discuss this and the possible
solutions, several roundtable meetings were convened with
companies, lawyers, and market participants (Appendix A)
where anecdotes of litigation and reputational risk was shared.
Many buyers reported that legal and reputational uncertainty had
discouraged them from purchasing credits or communicating
their use. Participants agreed that government assurance built
on existing industry guidance is missing. (Appendix A).

Tracking of legal cases shows that companies making cli-
mate-related claims based on carbon credits face mounting ex-
posure to regulatory enforcement and civil litigation (Appendix
D). Some of these cases may be well founded. In others, com-
panies acting in good faith have been exposed simply because
there is no clear guidance on acceptable claims and credit use.

From analysis undertaken by the IETA Legal Working Group and
EDF (Appendix D), the key causes of action fall under consum-
er protection and unfair competition statutes or under common
law. Allegations hinge on claims of false advertising, fraud, unjust
enrichment, misrepresentation, and breach of warranties, ap-
plied to marketing materials, product labels, and enterprise-level
statements on websites.

Litigation was originally concentrated on the energy and fossil
fuel sectors, but has spread to aviation, finance/investment, and
consumer goods, including fashion and food. The parties bring-
ing the claims are largely NGOs, but companies are increasingly
suing each other.
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At a high level, the litigation falls into three categories, all of which
are addressed in this paper:

1. Challenge to the statement: e.g. “Carbon Neutral” is mislead-
ing as the scope of carbon footprint included in the neutrality
statement excluded Scope 3.

2. Challenge to the integrity of the credits: e.g. the validity, qual-
ity, additionality, permanence, quantification of mitigation, or
other characteristics of the credit itself.

3. Challenge to the buyer's conduct: e.g. the buyer should have
conducted more due diligence on the project and not relied
on the brand of credit, and the company should have per-
formed or behaved differently to support ambition targets.

While appropriate scrutiny can be an important integrity safe-
guard, this disproportionate level of litigation risk inhibits legiti-
mate market participation and investment. The recurring con-
sensus at the roundtables was that non-binding guidance is not
sufficient, and that government statements need legal weight to
change companies’ behaviour. (Appendix A). This paper sets
out the approaches for a defence, ‘safe harbour,’ to legal action
brought against companies for ‘greenwashing’ when using high
integrity carbon credits in their climate mitigation strategy. It also
proposes policy pathways for constructing this defence.

A safe harbour is a legal provision — whether con-
tained in a statute, regulation, or formal admin-
istrative guidance — that affords protection from
legal liability or enforcement action, provided that
specified conditions are satisfied.”

While a number of jurisdictions have introduced guidelines for
companies on carbon markets and green claims (e.g. Singa-
pore™ and the UK™), the specific application of safe harbour
mechanisms to carbon credit-based corporate claims is an
emerging and largely undeveloped area of law. To our knowl-
edge, no jurisdiction has enacted such a mechanism. The sole
legislative proposal of this kind which we have identified in the
public domain is California Assembly Bill 1911 which could have
created a statutory defence against misleading environmental
marketing claims where the claim is based on credits from a
qualifying programme. As of today, this proposed legislation has
not passed but regardless could serve as basis for a template for
future jurisdictional adoption.



The foundational pillars in Section 04 aim to protect companies
acting in good faith from both regulatory enforcement and pri-
vate litigation over carbon credit-based green claims. The scope
of the safe harbour may extend to eligible use cases of credits
for offsetting purposes and how to deal with circumstances such
as reversal or revocation.

A safe harbour achieves this dual protective function only if it
offers real, demonstrable value to participating companies com-
pared to the status quo. That is, if it measurably reduces enforce-
ment risk, litigation risk, and the reputational exposure that com-
panies face. Without such measurable protection, corporations
will likely not regard the mechanism as sufficient, regardless of
how carefully designed the underlying legal instrument may be.

It is recognised that some jurisdictions have existing legislation
or other binding legal instruments in place which determine the
green claims which may or may not be made (e.g. the EU Em-
powering Consumer Directive's? list of prohibited claims). Oth-
er jurisdictions rely exclusively or additionally on non-binding
guidance documents, such as the Swiss Federal Office of the
Environment's?' enforcement aid, the US Federal Trade Com-
mission’s (FTC) Green Guides?, and Japan's Guidelines for
Environmental Representations (revised March 2026),® a guid-
ance which complements the binding Act Against Unjustifiable
Premiums and Misleading Representations® and aligns with ISO
14021 (Type |l self-declared claim) 2 (Appendix B).

The foundational pillars and model formulations proposed here
are not intended to override, contradict, or be read as supersed-
ing such existing guidelines. On the contrary, any safe harbour
built on this framework must be designed to operate within, and
be consistent with, each jurisdiction’s existing claims regime, ex-
tending protection only to claim types that are already permitted
or conditionally permitted, and expressly excluding claim types
that existing law already prohibits.

It follows that the recommended approaches have a degree of
divergence as different jurisdictions will apply their own legal
criteria, regulatory choices, and institutional mechanisms in im-
plementing a safe harbour. This is expected, and is consistent
with the jurisdiction-by-jurisdiction approach set out in these
foundational pillars.

However, carbon markets are global. Credits are sourced, veri-
fied and claimed across borders, and companies often operate
across many. This gives governments good reason to align,
wherever possible, around credit-eligibility and claim criteria that
are already recognised internationally (see Pillar 3), rather than
developing national criteria in isolation.

This alignment is already emerging. The Paris Agreement Cred-
iting Mechanism (PACM) under Article 6.4, the ICVCM Core Car-
bon Principles (CCPs) and CORSIA eligibility criteria increas-
ingly share a common set of core integrity requirements. As set
outin Pillar 6, the regulation of claims shows a similar trend, with
jurisdictions moving towards a broadly similar split between per-
mitted, conditional and prohibited claims.

A safe harbour that builds on this convergence, rather than cre-
ating new criteria, would be better placed to support cross-bor-
der recognition and, over time, mutual recognition between ju-
risdictions. This would create a level playing field for companies
operating internationally and encourage greater use of the VCM.

Divergence in delivery mechanism is acceptable and expected;
unnecessary divergence in underlying substantive criteria un-
dermines the cross-border interoperability that gives the safe
harbour concept much of its value in the first place.

Scope Explanation

This safe harbour recommendation is intended for companies
making claims on their use of credits. A purchase or trade of
credits with no accompanying claim (or a neutral statement such
as “We retired xx tonnes for trading/philanthropic purposes”),
falls outside this scope.

The use of rating agencies also falls outside this recommended
framework. Ratings are a valuable tool for assessing project-level
risk, but using them is currently a business choice for financiers
and investors who want to carry out due diligence beyond what
a safe harbour requires. A jurisdiction may, however, choose to
include ratings as an additional layer of assurance within its safe
harbour.

Finally, for clarity, this paper does not define what is regarded as
a high-integrity credit nor a credible corporate net zero pathway.
Rather it focusses on how to create a safe harbour for the use of
high-integrity credits and their associated claims.

MARKETS WORK. CARBON MARKETS MATTER.




04 RECOMMENDATION

The following seven foundational pillars are designed as a recommended basic structure that indi-
vidual jurisdictions can adopt, adapt, or sequence according to their own legal rules and institutional
capacity. They are not a single model law, but a common architecture, so that safe harbours devel-
oped in different countries remain interoperable and mutually recognisable, even where the specific
mechanism (legislation, regulatory guidance, or an endorsed eco-label) differs and the factors for

eligibility diverge.

1. Safe Harbour Approaches Must Address Both
Credit and Claim Integrity

Legal exposure in carbon markets arises from two separate
sources that both must be addressed as equal and distinct con-
ditions within one instrument:

« Creditintegrity - the methodological, governance, and verifi-
cation quality of the underlying credits (additionality, perma-
nence, no double counting, independent verification).

» Claim integrity - the accuracy, scope, wording, and consum-
er "net impression" of the claim being made.

Rationale: Case law confirms that safe harbours addressing
credit integrity alone are insufficient. Courts have found liability
arising purely from how a claim was framed and understood,
independent of the underlying credits' integrity. A safe harbour
that protects only credit quality leaves companies exposed on
the claims side, and vice versa.

2. Safe Harbour Provisions Should Be Structured
Around a Three-Stage Claims Sequence

It is recommended that the safe harbour be structured around
three sequential questions, which together determine whether a
company's claim about credit use is defensible:

i. What are the parameters of the related activity including a
decarbonisation pathway and/or product-level carbon foot-
print, and how should they be substantiated?

i. How, and under what conditions, may carbon credits be
used to meet or support the related activity 726

ii. What statements may the company then make about its ac-
tivity?

3. Building on Existing Carbon Market Foundations
to Determine the Requisite Integrity Attributes of an
Eligible Carbon Credit

Each jurisdiction may set its own criteria for a high-integrity car-
bon credit, for example through a national carbon market, emis-
sions trading system, Article 6 strategy or other existing policy.
In designing a safe harbour, governments are encouraged to
endorse and reference one or more established international
frameworks, such as PACM, the CCPs or CORSIA rules, rather
than create new eligibility lists. This supports harmonisation, sig-
nals that these frameworks set the right threshold, and avoids
duplicating institutions. Governments should review these
frameworks regularly as they evolve.

10
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Where a jurisdiction exercises a policy choice to create its own
list, it should draw on the four three architectural approaches al-
ready in use internationally (Pillar 4).

4. Choosing the Credit-Eligibility Approaches

There are two methods for categorising credits within a safe
harbour — an eligible or ineligible list. Drawing on comparative
research conducted across nine jurisdictions and CORSIA
(Appendix C), substantive common elements or criteria arise
(additionality, permanence, independent verification, no dou-
ble counting) across different ‘eligible list’ approaches. The ap-
proaches recommended are therefore eligible list approaches to
build on existing criteria in jurisdictions rather than ineligible list
approaches.

Adopting an eligible list is a policy choice. We recommend it for
governments that already have credit-eligibility rules, or that
want to go further than the international frameworks described
above.

However, it isimportant to note that this policy choice carries ad-
ditional governance burden for governments. Criteria for eligible
list selection will need to be clearly defined and legally robust,
and eligible lists need to be rigorously maintained and updated
over time.

* Approach 1 — Crediting Programme/Standards Body Eligi-
ble list: the regulator approves specific standards/registries
(e.g., VCS, Gold Standard, ACR, domestic, PACM) with ex-
emptions for methodologies that it deems not acceptable
(e.g. Methodology ineligible lists; CORSIA approach). A com-
pany purchasing an eligible credit should be able to rely on
that determination without repeating project-level due dil-
igence. Consideration should be given to whether the rele-
vant crediting programmes (domestic or independent), have
sufficient checks and balances in respect of project-level
integrity and compliance with all host country requirements
and applicable rules, laws and customs including, for exam-
ple, land rights, safeguards, biodiversity, benefit sharing etc.
in respect of the underlying mitigation activity.

¢ Approach 2 - Methodology-Type/Protocol Eligible list: eli-
gibility restricted to specific pre-approved methodologies
or project types. Examples include Canada's GHG Offset
Credit System, and Japan's SHK system?” (under the Act
of Promotion of Global Warming Countermeasures), which
includes a list of eligible offset credits for use in mandatory
GHG reporting. Again, exemptions could be added as an ad-
ditional layer to this approach, as well as add-ins to the list.
Flexibility is recommended to ensure the safe harbour keeps
abreast of developing technologies.



¢ Approach 3 - Two-Tier Bilateral/Article 6.2 Architecture: A
government may choose to build on their institutional Article
6.2 architecture to create an ‘eligible list’ for VCM-buyers.
This is mainly relevant for jurisdictions that already operate,
or intend to operate, a bilateral Article 6.2 programme along-
side a VCM-facing safe harbour.

Rationale: Buyers must be able to rely on an authoritative, pub-
lished, and regularly updated approved list. Leaving buyers, liti-
gants, or courts to interpret broad eligibility principles on a case-
by-case basis is impractical, and itself generates litigation risk.

5. Corresponding Adjustments are not a Preconditionto
Safe Harbour Eligibility in the VCM but may be a Country
Safe Harbour Requirement

Corresponding adjustment (CA) has become a standard for post-
2021 compliance frameworks (CORSIA Phase 2, Korea Phase 4,
Switzerland, Chile). It is, however, a UN climate accounting tool
under the Paris Agreement. Host countries are not required to
authorise and apply CAs for voluntary use of carbon credits but
may choose to do so under Article 6 of the Paris Agreement. A
domestic safe harbour framework should therefore state this
distinction expressly, so that market participants assess CA sta-
tus as appropriate for a valid voluntary corporate claim.

It is acknowledged at the same time that governments may set
the scope and criteria of a safe harbour provision under a do-
mestic system at their discretion, incorporating criteria as they
deem fit. And further, this distinction does not prohibit buyers
from choosing a CA credit should they want to make an associ-
ated claim.

The absence of a general requirement for CAs under a safe har-
bour framework does not, in itself, override the requirements
of the host country in respect of authorisation, transfer and ac-
counting of the mitigation outcome. Above all, eligibility criteria
should take into account that issuance of the relevant credit, isin
accordance with all host country requirements.

6. Anchoring the Claims Range Explicitly, and
Designing Around It

Comparative analysis across seven jurisdictions (EU, Swit-
zerland, France, UK, California, Australia, Spain — Appendix B)
converge on a three-tier range of claim types. It is recommend-
ed that, consistent with its own legal and consumer-protection
regime, each jurisdiction design its safe harbour to permit the
broadest range of claim types that its law allows, provided that:
(i) the underlying credits meet the credit-integrity criteria set out
in Pillar 3 above; and (ii) the company discloses publicly how its
use of credits corresponds to the related activity and how this is
substantiated (Pillar 2). Applied on that basis, the following ap-
proaches are recommended for consideration, either separately
or in combination with one another:

¢ Permitted statements: One approach is defining specific
statements e.g. ‘Carbon Neutral means emissions measured
and reduced along a documented pathway with residual
emissions counterbalanced by qualifying credits,” or other
specific terms that the relevant jurisdiction deems appro-
priate. Alternatively, an eligible list could include a permitted
statement that the company has voluntarily followed an exist-
ing compliance scheme.

+ Conditionally permitted statements: (i.e. conditional upon
respective on-going action and reporting) Statements are
not specified, but the conditions to make the statement are.
For example, ‘Company-level net zero,” ‘CO2-neutral, and
partial-offset claims can only be made on condition that a
credible decarbonisation roadmap is published and regular-
ly updated, to support the target timeline embedded in the
claim.

* Prohibited statements: inaccurate, unsubstantiated or ge-
neric statements, for example, "climate neutral" or "carbon
positive."

Rationale: The safe harbour's central design tension lies in ex-
tending meaningful protection to conditional claims (as listed
above), which are the claims companies most want to make and
where litigationrisk is high, without extending protection to claim
types that a jurisdiction's own consumer-protection ineligible list
already prohibits (e.g. the EU EmpCo Directive, Annex?8).

The use case for credits is at the heart of the design tension on
claims. Companies need a business case to justify the invest-
ment in carbon projects and the procurement of credits. Results
from market engagement indicate that companies want to be
able to use credits as a tool to help deliver their decarbonisation
goals. (Appendix A)

MARKETS WORK. CARBON MARKETS MATTER. 1 1



7. Delivery Pathways - Distinguish "Soft" From
"Hard" Safe Harbours

Statutory, or ‘hard safe harbour,’ offers the best form of legal
defence for companies; however, new regulation may take gov-
ernments several years to implement. Given the urgency of cli-
mate action, and to give direction to companies, we propose a
‘soft safe harbour’ as a practical, fast-track option. On its own, it
sends a clear, government-backed signal to courts, stakeholders
and the wider market about the standard of conduct expected of
companies. Soft guidance can also be aligned across jurisdic-
tions to meet this urgent need, while each jurisdiction develops
its own legislation.

It is recommended that each jurisdiction select and clearly de-
scribe one or more of the following delivery pathways, including
the legal effect, eligibility conditions, responsible authority, and
review process applicable to each:

1. Hard safe harbour: self-executing, explicit statutory, or reg-
ulatory immunity/defence once defined conditions are met.
California AB1911, working in tandem with the FTC Green
Guides, is a starting point: it’s the first purpose-built legisla-
tive proposal of this kind and it would establish a defence to
false-advertising claims based on the use of credits where
the underlying credit is issued by an approved/eligible cred-
iting programme.

2. Softsafeharbour:is a practical fast-track option which goes
a considerable way to providing a government-backed signal
to courts and stakeholders. While not a substitute for perma-
nent legislation, soft safe harbours provide valuable guidance
identifying conditions under which successful litigation is
less likely, without conferring explicit immunity. "Soft" instru-
ments should not be dismissed as legally inert. Non-binding,
guidance-type frameworks issued or endorsed by govern-
ments send a strong legal signal as to the expected standard
of care, and courts have been shown to give them judicial
weight. In Dib et al. v. Apple Inc. (N.D. California, 2026),?° the
court applied the evidentiary framework reflected in the FTC
Green Guides as one of the references to assess the suffi-
ciency of the plaintiffs' allegations, and dismissed the com-
plaint at the pleading stage because, amongst other things,
the plaintiffs' evidence did not establish that the standard un-
der the guidelines was not met. The degree of safety provid-
ed through soft instruments is proportionate to the degree of
specificity within the guidelines.

3. Certification/eco-label scheme (hybrid track): Alongside
the hard-regulatory and soft-guidance tracks, a govern-
ment-endorsed certification or eco-label scheme can com-
bine credit integrity, use case and disclosure requirements
into preset statements in the form of labels. A certification
process formalises exactly what a company must show and
do in order to receive recognition and protection. A worked
example is provided in Appendix E - ‘Eco-labelling: Certifi-
cate for climate claims.’

1 2 SAFE HARBOUR MECHANISMS

Eco-labels can transform highly technical specifications and
standards into simple and clear labels that consumers can
easily identify and incorporate into decisions on purchasing
products or engaging with and investing in companies.

An additional benefit of a label is that the criteria for awarding
the label can be easily updated to keep abreast of evolving
technology and standards and can differ from one jurisdic-
tion to another to reflect the requirements of that jurisdiction,
without changing the label.

A label can be self-certified if there are sufficiently clear cri-
teria or awarded through an approved independent verifier.
Such a scheme is independently defensible in litigation, even
without statutory immunity, because rigorous documenta-
tion of each step taken makes it substantially harder for a
litigant to sustain a misleading-claims case. Because the
government endorses and sponsors the certification pro-
gramme, compliance binds the regulator and provides a safe
harbour from ‘greenwashing’ litigation for companies that
use the certification mark or ecolabel.

This approach is already under consideration by some ju-
risdictions; for example, the EU Empowering Consumer
Directive explicitly referenced “displaying a sustainability
label which is not based on a certification scheme or not es-
tablished by public authorities,”° indicating development of
such a scheme would be welcomed.

Implementation without legislation. A further practical ad-
vantage is that certificates can be established through ex-
isting administrative machinery rather than new primary law.
Eco-labels are typically created by an agency or an accred-
ited independent body operating under standard-setting
frameworks such as ISO 14024, administrative rules, and
licensing contracts with certificate holders, none of which
requires a statute. This significantly lowers the political and
time cost of adoption.

This track is particularly suited for jurisdictions not yet in a
position to legislate. An eco-label functions as a flexible ve-
hicle through which a jurisdiction can define, and revise over
time, the substantive content of its safe harbour - which cred-
it-eligibility criteria it recognises, which claim formulations it
will treat as protected, and at what evidentiary threshold -
without needing to legislate each such choice individually.

Research for this paper also reviewed the SDGold®' Certi-
fication Programme which is operated by the Foundation
Development and Climate Alliance of the German Federal
Government.



05 CONCLUSION

In the process of developing this paper, it became clear that companies are seeking help from gov-
ernments in order to better utilise carbon markets. They need clarity and confidence to undertake

and communicate legitimate climate action.

The member governments of The Coalition to Grow Carbon
Markets have committed “to collective action and to mobilise cli-
mate finance..and support companies..to increase high-integri-
ty use of carbon credits.”??

Safe harbour mechanisms hold genuine promise as tools for re-
ducing the legal uncertainty that currently constrains demand in
voluntary carbon markets. By providing conditional protection
to companies that rely on high-integrity carbon credits, safe
harbour can reduce barriers to market participation, increase
demand for quality credits, and support the broader objective
of channelling private finance toward verifiable decarbonisation
activity.

It is understood that implementation of a hard safe harbour will
take time. Considering the urgency for action, it is recommended
for governments to pursue a dual path:

1. in the near term, develop a coordinated soft safe harbour,
capable of adoption across legal systems and/or an eco-la-
belling system; and

2. simultaneously, build on the agreed soft safe harbour or
eco-labelling system to develops its own hard safe harbour

Together, these tools can provide a foundation for credible, le-
gally robust climate claims, enabling carbon markets to function
as the instruments of decarbonisation they are designed to be.

We call on governments to consider this dual approach, to
seek convergence through The Coalition to Grow Carbon
Markets, and urgently enable companies to play their partin
the achievement of the Paris Agreement goals.

JE CALL ON GOVERNMENTS TO
ONSIDER THIS DUAL APPROACH,
D SEEK CONVERGENCE

ROUGH THE COALITION TO
3®\W CARBON MARKETS

MARKETS WORK.CARBON MARKETS MATTER.
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A. MARKET ENGAGEMENT

Round Table Discussions

A series of round tables were held in 2026 with companies and market participants to understand the nature of the challenge and what
solution is required. Over 150 people participated in this process including IETA members, the Coalitions’ Business Advisory Group
and some of the Coalition member governments.

The following is a summary of the key points raised:

Regulation, not ‘just guidance’

There was strong, recurring consensus that non-binding guidance may not sufficient, and that government statements need real
legal weight to change corporate behaviour.

A political signal from governments, sooner rather than later, is more urgently needed than a technically perfect framework —
though the safe harbour must not simply repackage existing legal ambiguity under a new label, which would relocate rather than
solve the litigation problem.

Safe Harbour Mechanism Options: options for delivering safe harbour were identified and discussed, alongside a re-
curring “two-eligible list” proposal.

1. Soft safe harbour — Government Guidelines: Non-binding guidelines (analogous to the existing Swiss framework) that signal
government endorsement and may be persuasive to courts, but may not create a legal defence. Insufficient on its own but
signals direction.

2. Regulation: In developing new safe harbour regulation California AB 1911 (draft safe harbour bill) was cited as the leading
model. Amending consumer protection legislation to provide a rebuttable presumption of legality where specified conditions
are met (eligible credits used, verified claims made). Further options to consider are financial regulation and securities law
routes which may be achievable without new primary legislation.

3. Eco-Label/ Government Certification Scheme: Such a scheme under which companies meeting specified criteria receive
a certification label, is a good option. SDGold (operated by the Foundation for Development and Climate Alliance, funded by
the German Federal Ministry for Economic Cooperation and Development) is a working example designed with safe harbour
objectives in mind.

4. Eligible list Proposal: A practical framework inviting governments to produce two eligible lists: (i) approved credit types/stan-

dards, anchored e.g. in broadly adopted CORSIA or Article 6.2 bilateral agreements (if a government accepts credits for its
own NDGC, it cannot credibly deny them for company’s use); and (i) permissible claim expressions for specific scenarios. Buy-
ers must be able to rely on an authoritative approved list; discretion left to individual buyers generates, rather than reduces,
litigation risk.

Claims: Hierarchy, Types and Scope: Three questions must be answered in sequence before a company can make a defensible
claim: (1) how does a company set its decarbonisation pathway/targets; (2) how, and under what conditions, may credits be used
to meet or support that pathway; (3) what statements can the company then make about its action. This three-stage framework
was proposed to structure safe harbour design.

Three claim types matter in particular: net zero, enterprise-level carbon neutrality, and product-level carbon neutrality. Claims
could be graded by risk to steer companies. Research presented claims in three buckets — largely Permitted; Conditional and
Prohibited.

Contribution claims are the natural ceiling for safe harbour protection in most jurisdictions, though they do not meet the commer-
cial needs of most companies and currently have no clear use case (see VII). Buyers have different reasons for purchasing credits,
so desired claims vary e.g. claims at product level, enterprise level, or both.

Draft ISO 14060 provides the first set of international claims for companies on progress towards net zero potentially a foundation
for safe harbour claim-setting rules.
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IV.

VI.

VII.

VIII.

Carbon Credit Quality and Eligibility: Strong consensus that the integrity debate on high-quality carbon credit has been largely
resolved (ICVCM CCPs, CORSIA) and should not be reinvented; definitions should align with existing standards to avoid prolifer-
ating competing standards. Governments should endorse and reference these frameworks rather than create new eligibility lists.

ICVCM validates at programme/methodology level, not individual project level. Whether credit rating agencies project-level assur-
ance could be reflected in legislation, was raised as an area warranting further work.

Corresponding adjustment has become a de facto standard for post-2021 compliance frameworks (CORSIA Phase 2, Korea
Phase 4, Switzerland, Chile, Singapore) but should not be required for voluntary market activity

Litigation Experience and Case Studies: Companies shared evidence of litigation and confirmed the dampening effect on use of
carbon credits. Participants agreed that what is missing is government assurance built on existing guidance; government silence
compounds the chilling effect.

Defining what constitutes a valid, high-integrity credit is the necessary first step — claims substantiation criteria will follow. A
number of examples were shared of the challenge of making carbon credit-linked product claims and negative press. Examples
were also shared of companies who followed a government-run programme (Australian) that provided both guidance on process
and permissible claims, yet they still faced litigation. Lessons drawn: (1) government programmes don’t necessarily keep pace with
litigation risk; (2) government programmes need to align internally with other regulation in the same jurisdiction, e.g. consumer
protection law.

The basis for legal action differs by jurisdiction: in Australia, cases have turned on how claims are communicated and whether an
ordinary consumer understands the language used; in the US, the focus has been more on the quality of the underlying process
and credit integrity.

Legal Risk & Reputational Risk: A safe harbour can only help if a dispute reaches court — it cannot protect against reputational
damage in the court of public opinion which occurs regardless of the legal outcome. What can address this kind of exposure
remains an open question. This points toward an immunity-style approach (e.g. AB 1911) that reduces the likelihood of litigation
being brought at all.

Companies want to stand together around best-in-class rules to manage reputational as well as legal risk, which increases the
importance of clarity on what safe harbour looks like.

The Business Case and the Role of Governments: Safe harbour reduces barriers but does not create demand. Even with zero
legal risk, companies need a genuine business case — a use case that justifies the cost of credits to boards and management.
safe harbour is a defence mechanism; the underlying incentive to participate must exist independently.

Build on Existing Standards: Recurring theme across all three meetings to not redefine credit quality or claims criteria — use
and reference what already exists (ICVCM, VCMI, CORSIA, SBTi, ISO 14068). ISO and SBTi can provide a foundation, but are not
sufficient as a stand-alone defence in the absence of safe harbour regulation.

National net zero/transition pathways should also be recognised in defining claim criteria, since not all sectors can follow SBTi
(e.g. no SBTi pathway exists for the oil & gas sector); criteria should also require disclosure of transition plans.

Jurisdictional and Regional Alignment: A key challenge for multinationals is maintaining consistent product claims across bor-
ders when safe harbour regulation differs by jurisdiction. Alignment with regional initiatives already underway would help — e.g.
the ASEAN Common Carbon Market Framework. Ideally jurisdictions should reference international standards (eg. Canada’s
recent ‘greenwashing’ legislation), examples are ISO and GHG Protocol. .

MARKET SURVEY
A survey was also undertaken with the market and here follows a selection of key findings from 28 companies/
respondents:

1.  What risks are you seeking protection from? Top 3 responses: 1) Litigation risk (e.g.green washing claims);
2) Reputational risk from public challenge to climate claims and 3) thirdly regulatory enforcement risk (e.g.
from competition, adversiting or financial conduct authority)

2. Which activities most need protection? Top 2 responses: 1) Use of specific language to describe your use of
carbon credits; 2) Public claims such as ‘carbon neutral, ‘net zero aligned’ or ‘ cliamte positive’

3. What form of government recognition would be most valuable?:

*  69% favoured a form of hard safe harbour either with formal regulation (36%) or eco-lable (33%)
4. What credit quality standard should apply?
«  46% Quality label eligible list: credits carrying a recognised quality label, such as CCP (ICVCM) or COR-
SIA (CEEU)
*  25% As above + PACM issued credits
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B. RESEARCH: CLAIMS INTEGRITY - EXISTING GUIDANCE

Extract of research conducted by Herzog Fox & Neeman. The full paper can be read here, see pages 31-34.

The table below summarises the regulatory status of key green claims across the jurisdictions reviewed. “Carbon credits” refers to
voluntary carbon market credits (VCM) unless otherwise specified.

Permitted Green Claims - The Regulatory Range of Claims

REQUIREMENTS / NOTES

Safest formulation across all jurisdictions. Company finances GHG reductions

Cllinezl 2 Cevice) outside its value chain without netting them against own emissions. Must clearly

Contribution Claim

PERMITTED state it is a contribution, not a compensation.
"We support / invest in Permitted universally as long as the communication does not imply direct
carbon projects” compensation for own emissions. Must be framed as a climate contribution.

Requires credible, public reduction roadmap with measurable interim targets.
Future state must be clearly communicated (EmpCo Art. 6(2)(d); Swiss FOEN
§2.4).

Net Zero [Year]
(company-level)

Only for company-level (not products). Requires maximum in-chain reductions
+ residual hard-to-abate emissions offset exclusively by negative emissions.
Standard VCM avoidance credits insufficient (Swiss FOEN §2.4).

CO,-Neutral / GHG-
Neutral (company-level)

Permitted at company level where quantitative scope is clearly stated and
credits meet quality standards: additionality, permanence, no double counting,
independent verification.

50% Offset / Partially
Offset

Prohibited in EU (EmpCo) and Switzerland (FOEN) when based on offsets.

Carsan Mk el Conditionally permitted in France (ISO 14067 + trajectory), UK (recognised

(product-level)

PROHIBITED scheme + verification).
Climate Neutral / CO, Not verifiable under current scientific standards. Prohibited in Switzerland and
Positive / Carbon Positive EU EmpCo across all levels.

“Carbon Neutral” product claims is one of the most litigated claims with varying rules across jurisdictions.

JURISDICTION STATUS KEY CONDITIONS / REQUIREMENTS

EU (EmpCo Directive) PROHIBITED Offset-based product neutrality claims blacklisted (Annex |, no. 4a)

Switzerland (FOEN UV-2561) PROHIBITED Product-level claim prohibited; company-level conditional (§2.4)

Full lifecycle GHG report (ISO 14067) + annual reduction trajectory +

France (Decree 2022-536) detailed offset disclosure required

Permitted with full website disclosure of offset methodology, registry,

California (AB 1305) el

Offset scheme must be based on recognised standards and capable of

URein bt objective verification (§372-373)

Disclose specific offset projects; verify no double-counting; annual

Ausiralia (ACCC 2023) cancellation records; opt-in pricing must be transparent

1 6 SAFE HARBOUR MECHANISMS


https://herzoglaw.co.il/wp-content/uploads/2026/06/EARTHXMARKETS-LEGAL-SPOLIGHT-SAFE-HARBOR-2-.pdf

C. RESEARCH: CARBON CREDIT INTEGRITY - EXISTING FRAME

The following table provides a snapshot of the research into the legal mechanisms by which national and international compliance
systems determine which carbon credits are eligible for regulatory use.

The full research by Herzg Fox & Neeman can be found here , see page 21— 30.

For each jurisdiction, the tables sets out the type of eligibility mechanism applied (whether a programme eligible list, a bilateral agree-
ment framework, or adomestic protocol system), the standards or programmes currently recognised, whether Article 6 alignment and
corresponding adjustments are required as a condition of eligibility, and the principal substantive restrictions applicable to credits used
for compliance purposes.

JURISDICTION MECHANISM ART. 6 / CAREQUIRED? GEOGRAPHIC SCOPE
CORSIA (ICAQ) Programme Eligible Lists Yes (host-country attestation) International

. Country-Programme Yes (G2G Implementation . .
Singapore Eligibility List Agreement) International (bilateral)
South Africa Registry / Standard Eligible Lists Not explicitly International

(pre-Paris framework)

Korea (K-ETS)

Domestic + Art. 6-compliant
(Phase 4)

Yes for international credits

Domestic + International (Ph.4)

Protocol / Project-Type

N/A — international credits

Canada (OBPS) Eligible Lists excluded Domestic only
. Standard Eligible Lists + Domestic (carbon tax);
Gall2 Art. 6.2 Bilateral VB (LA e bilateral (Art. 6.2)
Colombia Standard Eligible Lists Not requ_|red Domestic only
(domestic carbon tax)

Country-specific Methodology Yes by design . .
Japan (JCM) Elisihls Lk Do) Bilateral partner countries
Switzerland PTOJect—Type Eligible Lists + Yes (CA via bilateral agreement) P_artner countries with

Bilateral Agreement bilateral IA

This work led to the recommendation of a Three Architectural Approaches to credit eligibility frameworks.

Credit Eligibility Frameworks - Three Architectural Approaches

APPROACH 1

APPROACH 2

APPROACH 3

PROGRAMME / REGISTRY
ELIGIBLE LISTS

PROJECT-TYPE / PROTOCOL
ELIGIBLE LISTS

TWO-TIER BILATERAL
ARCHITECTURE (ART. 6.2)

The most widely used model. Regulatory
body approves specific standards such
as VCS, Gold Standard, and ACR.

Eligibility restricted to specific method-
ologies or project types, often tied to
domestic protocols.

Most developed post-Paris framework.
Requires: (i) G2G bilateral agreement; (ii)
project authorization; (iii) corresponding
adjustment; (iv) NDC delimitation.

Used by: CORSIA, South Africa, Singa-
pore (programme tier).

Used by: Canada (4 federal protocols),
Japan (JCM country-technology lists).

Used by: Switzerland, Chile.

MARKETS WORK. CARBON MARKETS MATTER.
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D. ANALYSIS OF LITIGATION INVOLVING THE USE OF CARBON CREDITS AND
ASSOCIATED CLAIMS

Data and Analysis by the IETA Legal Working Group and EDF

Summary of pattern of litigation related to use of carbon credits

The risk of litigation related to the use of carbon credits is a significant disincentive to companies investing in the purchase of carbon
credits. At a high level the litigation falls into three categories:

1.

2.

3.

Challenge to the statement: e.g. “Carbon Neutral” is misleading as the scope of carbon footprint included in the neutrality
statement excluded scope 3.

Challenge to the integrity of the credits: e.g. the validity, quality, additionality, permanence, quantification of mitigation or
other characteristics of the credit itself.

Challenge to the buyer's conduct: e.g. the buyer should have conducted more due diligence on the project and not relied
on the brand of credit.

The key causes of action fall under consumer protection and unfair competition statutes or common law concepts, with allegations
hinging on claims of false advertising, fraud, unjust enrichment, misrepresentation and breach of warranties, applied to marketing
materials, product labels and enterprise-level statements on websites. Litigation was originally concentrated on the high polluters
including the energy and fossil fuel sectors, but has spread to aviation, consumer goods including fashion and food, and finance and
investment. The parties bringing the claims are largely NGOs but increasingly companies are suing each other.

A safe harbour should provide a clear defence to such claims and therefore needs to address:

1.

2.

3.

the definition of statements such as “carbon neutral” “CO,-compensated” and the scope of emissions that should be includ-
ed in the carbon accounting for such statements;

what type of credits (based on issuing body and methodology) that are eligible to raise a defence based on the integrity of
the credit used; and

the extent a company can rely on the eligibility list in 2 above without needing to conduct due diligence®* at a project level as
well.

The following table shows a list of recent cases and the relevant cause of action, it does not show the outcome as in this context the
litigation does not have to succeed to be a success for the claimant. The risk of litigation is sufficient to halt a company from purchasing
credits for their own climate mitigation related activities.
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CORPORATE CLAIM

CARBON-CREDIT ISSUE

PRINCIPAL CAUSE
OF ACTION

Dib v Apple - US

Apple Watches were “carbon
neutral”

Credits allegedly based on projects that
were not additional / did not generate
claimed removals

California consumer protection
/ false advertising / unfair
competition

Berrin v Delta Air Lines
-Us

Delta was “the world's first
carbon-neutral airline”

Alleged unreliable/overstated offsets;
plaintiffs challenged additionality and
effectiveness

California Consumer
Legal Remedies Act, False
Advertising Law, Unfair
Competition Law

Bell v R.J. Reynolds /
BAT -US

Vuse products were “carbon
neutral”

Third-party verified credits allegedly did
not provide the claimed environmental
benefit

California consumer protection
laws

Deutsche Umwelthilfe
v Apple — Germany

Apple Watch was “CO,-neutral”

Paraguayan forestry/plantation project;
questions over permanence, land rights
and ecological characteristics

German competition / unfair
commercial practices law

Deutsche Umwelthilfe
v Eurowings -
Germany

Flights could be advertised
as “CO,-neutral” through
offsetting

Forest-protection projects allegedly
incapable of providing effective
compensation, including permanence
concerns

German competition law /
misleading advertising

GOL / IDEC - Brazil

“My Flight Offsets” / emissions
neutralisation

Questions over transparency,
calculation and integrity of credits
purchased

Consumer protection /
misleading environmental
claims

Dorris v Danone - US

Product described as “carbon
neutral”

Challenge to whether offsetting could
substantiate the claim and to the
Carbon Trust methodology

Consumer protection /
misleading advertising

KLM (Netherlands) —
Fossielvrij NL v. KLM

"Fly Responsibly" campaign
and its CO2Zero offset
product,

carbon-offsetting products did not
validly offset or reduce the climate
impact of flying

Unfair Commercial Practices
Act (Dutch implementation of
EU UCPD)

Greenpeace France
et al. v. TotalEnergies
- France

"Net zero by 2050, together
with society"; gas branded as
clean/low-emission fossil fuel

Carbon-neutrality objective allegedly
lacked scientific grounding — it omitted
parts of Scope 1/2, excluded Scope

3 value-chain emissions, and failed to
disclose reliance on carbon-offsetting
mechanism

French Consumer Code Art.
L121-2/L.121-3 (misleading by
action/omission), implementing
EU UCPD

Deutsche Umwelthilfe
(DUH) v. TotalEnergies

Heating oil marketed as "CO,-
compensated"

Compensation claim based on offsets
purchased from projects in India and

German consumer protection
law (misleading advertising)

Deutschland - Peru

Germany

Dutch Advertising "CO, neutral" /"CO, hell could not prove its REDD+ forest- Dutch Advertising Code
Code Commission compensation” petrol — pay offset projects (Peru, Cambodia, (self-regulatory, non-judicial)
rulings v. Shell - extra to offset emissions from Indonesia) fully offset emissions from

Holland driving the fuel sold

Global Witness/ "Ever-cleaner energy" and Chevron's net-zero aspiration relied FTC Green Guides complaint
Greenpeace/ clean-tech investment heavily on carbon capture/storage and (regulatory, not litigation)
Earthworks FTC messaging offset schemes to "cancel out" rather

complaint v. Chevron
(US, filed March 2021)

than genuinely reduce emissions

SK Lubricants
greenwashing
accusation (South
Korea)

Products advertised using a
carbon-offsetting project

Accused of relying on an unreliable
carbon-offsetting project to advertise
its products

consumer/advertising law

Collated with the help of Al

MARKETS WORK. CARBON MARKETS MATTER.
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E. ECO-LABEL EXPLAINER

This concept paper is developed by the Environmental Defence Fund.

CERTIFICATES FOR CLIMATE CLAIMS
Government-endorsed certificates that allow companies to communicate verified climate action without inviting ‘greenwashing’ litiga-
tion. Summary, July 2026

The problem

Companies face a catch-22: the more they communicate about climate action, the more legal risk they carry. “Net zero” and
“carbon neutral” have no settled legal meaning, so courts construe them against the advertiser. Commercial validation — an
SBTi letter, an ISO verification — is evidence a court may weigh, but it has never operated as a defence, because no com-
mercial standard binds a regulator. Generalized claims are misleading, but qualifications using technical jargon are also un-
likely to resonate with reasonable consumers. The result is greenhushing, which threatens to delay essential climate action.

The solution: a government-endorsed certificate

Governments have solved this problem repeatedly in other domains like LEED, Energy Performance Certificates, France's Agriculture
Biologique, Canada's ECOLOGO. The State defines criteria by reference to recognized standards, accredits independent bodies to
verify eligibility, issues a protected mark with prescribed claim language, and maintains a public register. Complex technical perfor-
mance becomes a claim consumers understand and companies can safely make. The Net Zero and Carbon Neutral certificate con-
cept applies that model to corporate climate action.

There are two basic structures a climate certification could take: endorsement of existing standards or flexible certificate standards
chosen by a jurisdiction to reflect unique climate ambitions and existing law.

Option 1 — Certificates built on established standards
Certificates keyed to an existing international standard, authorizing a precisely defined claim?3:

CERTIFICATE UNDERLYING STANDARD AUTHORISED CLAIM
Net Zero Target Certificate SBTi Corporate Net-Zero Standard v2.0 “certified net zero target”
Carbon Neutral Certificate ISO 14068-1:2023 “carbon neutral company”

The government adopts the SBTiand ISO standard as certification criterion. Companies gain a State-issued mark and a defined claim,
while the standards bodies retain authorship of the methodology.

Option 2 — A flexible claims standard on a global backbone

Where jurisdictions differ on target ambition or carbon-credit policy, a certificate holds three elements constant and lets each gov-
ernment set the rest. Fixed internationally: GHG Protocol measurement; TCAT TARG/MAARG reporting, which documents what was
pledged, what was done and what progress is provable, and keeps credits in dedicated statements rather than netted into inventory;
and credit integrity — every credit must carry the ICVCM CCP label, be CORSIA-€ligible, or be approved by the adopting jurisdiction.
Each government sets its own parameters for target ambition and permitted credit use.

The options are not rivals. Because measurement, credit integrity and reporting are identical in both, Option 1is simply Option 2 with
the international standards adopted wholesale, so jurisdictions can begin flexibly and converge as consensus matures.

Why certificate holders are protected from ‘greenwashing’ litigation

The State, not the company, defines what the claim means, so the usual question of what an ambiguous term conveys to consumers
is answered by the scheme rather than litigated. The certificate application process clarifies exactly what is required to substantiate a
claim, and provides verification and endorsement prior to claim use. Conversely, information a certification scheme does not require is
not “material information” a company can be faulted for omitting. And a public authority that has set the criteria, accredited the asses-
sors and issued the certificate faces obvious difficulty in later contending that the claim it authorized misleads the public.

The protection is co-extensive with the mark. It covers the prescribed claim, verified within the certified scope, and nothing beyond

it. Companies remain fully liable for embellishment, for claims outside the certified boundary, and for continued use after a certificate
lapses.
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F. DRAFT CALIFORNIA ASSEMBLY BILL 1911
Bill Text: CA AB1911| 2025-2026 | Regular Session | Introduced | LegiScan

Section 17580.7 is added to the Business and Professions Code, to read:

(a) It shall be a defense to any suit or complaint brought under Section 17580.5 if the person’s environmental marketing claim is based
on the voluntary use of a carbon credit issued by a carbon crediting program that meets any of the following requirements:

1.

3.

The carbon crediting program is approved by the State Air Resources Board pursuant to Section 95986 of Title 17 of the
California Code of Regulations.

The carbon crediting program is approved by the International Civil Aviation Organization to supply credits for use in the
Carbon Offsetting Reduction Scheme for International Aviation.

The carbon crediting program satisfies the criteria set forth in subdivision (b).

(b) A program shall qualify as a carbon crediting program for purposes of paragraph (3) of subdivision (a) if it does all of the following:

1.

Adopts clear methodologies and protocols with transparent development processes that accommodate public input, and
publicly discloses all approved quantification methodologies.

Defines and publicly discloses the level at which activities are allowed, for example project based, program of activities, and
eligibility criteria for each type of credited activity.

Establishes and publicly discloses procedures for how carbon credits are discounted, issued, retired or canceled, and the
length of the crediting period.

Has mechanisms and procedures to do all of the following:

» (A) Track units in a publicly accessible registry.

» (B) Individually identify units through serial numbers or other unigue identifiers.
+ (C) Provide a secure registry.

« (D) Clearly identify unit holders.

Has in place program-level requirements for robust independent third-party validation and verification of mitigation activities,
including the establishment and enforcement of oversight standards for validation and verification bodies that comply with
the requirements of subdivision (d) and perform an annual examination of a representative sample of project validations and
verifications.

Has and discloses an effective program governance structure that ensures transparency, accountability, and continuous
improvement and the overall quality of carbon credits, and has a program governance structure that meets all of the following
criteria:

* (A)Ithas aboard comprising independent board members who assume a fiduciary responsibility for the organization and
operate according to robust bylaws and have established processes for addressing conflicts of interest.

» (B) It publishes an annual report containing the organization’s revenues, expenses, and net assets.

+ (C) It has robust anti-money laundering processes in place and follows practices consistent with robust antibribery and
anticorruption guidance and regulation.

Publicly discloses in an electronic format accessible to nonspecialized audiences all of the following:
« (A) What information is captured and made available to different stakeholders.

+ (B) Local stakeholder consultation requirements.

« (C) Public grievance and consultation provisions and requirements, and how they are considered.

Has clear guidance, tools, and compliance procedures to ensure mitigation activities conform with or go beyond widely es-
tablished industry best practices on social and environmental safeguards while delivering positive sustainable development
impacts.

Provides information on how it addresses double counting and double issuance and double claiming in the context of evolv-

MARKETS WORK. CARBON MARKETS MATTER. 2 1


https://legiscan.com/CA/text/AB1911/id/3361432

ing national and international regimes for carbon credit markets and tracking.

10. Has provisions that ensure the mitigation activity shall be permanent or, where there is a risk of reversal, have measures in
place to address those risks or compensate for reversals.

« (C):

22

(1) Within ___days of January 1, 2027, the State Air Resources Board shall publish and maintain a list of carbon cred-
iting programs that satisfy the requirements of subdivision (b).

(2) Chapter 3.5 (commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the Government Code does not
apply to the publication and maintenance of the list pursuant to paragraph (1).

« (D) An entity shall qualify as a third-party credit validation and verification body for purposes of subdivision (b) if it satisfies
either of the following:

(1) Any of the accreditation requirements set forth under Sections 95132 and 95978 of Title 17 of the California Code
of Regulations.

(2) Al of the following requirements:

(A) Be accredited by an International Accreditation Forum (IAF) Multilateral Recognition Arrangement recognized
accreditation body for International Organization for Standardization (ISO) 14065 and ISO 14064-3 in the applica-
ble sectoral scope to conduct validations or verifications, or both, or under an equivalent approved accreditation
body covering the scope of that regulation under the most current version of ISO 14065 in the applicable sectoral
scope to conduct validations or verifications, or both.

(B) Be competent to carry out validation and verification under the requirements of the respective carbon credit-
ing body.

(C) Have policies in place to identify and mitigate financial and all other conflicts of interest and is not a mitigation
project developer or proponent, the owner of a mitigation project developer or proponent, or be owned by them.

(D) Have adequate professional insurance for the geographic market in which it is operating, including a minimum
of two million dollars ($2,000,000) of professional liability insurance if operating in the United States.
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developing economies, excluding China. See IHLEG, Delivering
an integrated climate finance agenda in support of the Baku

to Belém Roadmap to 1.3T (2025). Based on analysis by
Bloomberg NEF, MSCI/Trove, Fastmarkets, AlliedOffsets, Oliver
Wyman and IETA.

World Bank, State and Trends of Carbon Pricing, 2026,
https://wwwworldbank.org/en/publication/state-and-trends-of-
carbon-pricing
A-Confident-Carbon-Market-Business-Perspectives.pdf
FAQ.pdf The GHG Protocol Corporate Standard classifies
acompany’s GHG emissions into three ‘scopes’. Scope 1
emissions are direct emissions from owned or controlled
sources. Scope 2 emissions are indirect emissions from the
generation of purchased energy. Scope 3 emissions are all
indirect emissions (not included in scope 2) that occur in the
value chain of the reporting company, including both upstream
and downstream emissions.

What Does Safe Harbor Mean in a Legal Context?, LegalClarity,
https:/legalclarity.org/what-does-safe-harbor-mean-in-a-legal-
context/
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MARKETS WORK. CARBON MARKETS MATTER.

Singapore’s ‘Guidance on Role of Carbon Credits in Corporate
Decarbonisation’, NCCS, MTI, Enterprise Singapore

UK: ‘Greenspeaking with confidence — Environmental claims

in advertising’, July 2026, and ‘Environmental claims: a quick
checklist’

https://eur-lex.europa.eu/eli/dir/2024/825/oj/eng
https://www.bafu.admin.ch/en/enforcement-aid-uca
https://www.ftc.gov/sites/default/files/documents/fed-
eral_register_notices/guides-use-environmental-market-
ing-claims-green-guides/greenguidesfrn.pdf
https://www.env.go.jp/policy/hozen/green/ecolabel/guideline/
guideline_eigo.pdf
https://www.japaneselawtranslation.go.jp/en/laws/view/2303/
en

https://www.ftc.gov/sites/default/files/documents/federal
register_notices/guides-use-environmental-marketing-claims-
green-guides/greenguidesfrn.pdf

At the time of writing, various corporate decarbonisation
pathways that include how credits may be used, are available
or in development e.g. SBTi, ISO 14060 and national pathways.
There are also government schemes setting out company

use of credits (e.g. Japan). Further, many companies believe
the use of credits for corporates should be aligned to existing
government policy and/or Article 6 of the Paris Agreement rules.
The Coalition could work to develop a harmonised position to
support safe harbour regulation.
https:/policies.env.go.jp/earth/ghg-santeikohyo/ga.html
https://eur-lex.europa.eu/eli/dir/2024/825/oj/eng
https://www.govinfo.gov/content/pkg/USCOURTS-cand-5 25-
cv-02043/pdf/USCOURTS-cand-5_25-cv-02043-0.pdf

EU EmpCo Annex |, point 2a of Directive 2005/29/EC (as
amended by Article 1(4) of Directive (EU) 2024/825)

The SDGold Seal - Stiftung Allianz fir Entwicklung und Klima
Shared Principles | The Coalition To Grow Carbon Markets
Scope 3 emissions are all indirect emissions (not included in
scope 2) that occur in the value chain of the reporting company,
including both upstream and downstream emissions. FAQ.pdf
E.g. Ratings agency or own DD https://www.bafu.admin.ch/en/
enforcement-aid-uca

Certificates / and claims would need to be permitted within
local law.
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https://www.climateimpact.com/news-insights/fortune-global-500-climate-commitments/
https://www.climateimpact.com/news-insights/fortune-global-500-climate-commitments/
https://sciencebasedtargets.org/blog/10000-companies-in-10-years-companies-leading-the-net-zero-transformation
https://sciencebasedtargets.org/blog/10000-companies-in-10-years-companies-leading-the-net-zero-transformation
https://vcmintegrity.org/wp-content/uploads/2025/07/A-Confident-Carbon-Market-Business-Perspectives.pdf
https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/MS_ISI_Carbon_Markets_report_final.pdf
https://www.ieta.org/
https://coalitiontogrowcarbonmarkets.org/
https://coalitiontogrowcarbonmarkets.org/shared-principles/
https://coalitiontogrowcarbonmarkets.org/about-us/
https://www.ieta.org/events
https://herzoglaw.co.il/wp-content/uploads/2026/06/EARTHXMARKETS-LEGAL-SPOLIGHT-SAFE-HARBOR-2-.pdf
https://herzoglaw.co.il/wp-content/uploads/2026/06/EARTHXMARKETS-LEGAL-SPOLIGHT-SAFE-HARBOR-2-.pdf
https://www.nccs.gov.sg/media/the-coalition-to-grow-carbon-markets/
https://www.lse.ac.uk/granthaminstitute/wp-content/uploads/2025/11/IHLEG-on-Climate-Finance-4th-Report-Delivering-an-integrated-climate-finance-agenda.pdf
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https://www.lse.ac.uk/granthaminstitute/wp-content/uploads/2025/11/IHLEG-on-Climate-Finance-4th-Report-Delivering-an-integrated-climate-finance-agenda.pdf
https://www.worldbank.org/en/publication/state-and-trends-of-carbon-pricing
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https://www.worldbank.org/en/publication/state-and-trends-of-carbon-pricing
https://vcmintegrity.org/wp-content/uploads/2025/07/A-Confident-Carbon-Market-Business-Perspectives.pdf
https://ghgprotocol.org/sites/default/files/standards_supporting/FAQ.pdf
https://legalclarity.org/what-does-safe-harbor-mean-in-a-legal-context/
https://legalclarity.org/what-does-safe-harbor-mean-in-a-legal-context/
https://www.enterprisesg.gov.sg/-/media/CC09F5F45AD14D8EBD8AFD12AF3E5E82.ashx
https://www.enterprisesg.gov.sg/-/media/CC09F5F45AD14D8EBD8AFD12AF3E5E82.ashx
https://www.enterprisesg.gov.sg/-/media/CC09F5F45AD14D8EBD8AFD12AF3E5E82.ashx
https://www.asa.org.uk/resource/greenspeaking-with-confidence.html
https://www.asa.org.uk/resource/greenspeaking-with-confidence.html
https://www.asa.org.uk/static/54a346a6-b3fa-43db-a3316ad5deebbd30/Environmental-claims-checklist.pdf
https://www.asa.org.uk/static/54a346a6-b3fa-43db-a3316ad5deebbd30/Environmental-claims-checklist.pdf
https://eur-lex.europa.eu/eli/dir/2024/825/oj/eng
https://www.bafu.admin.ch/en/enforcement-aid-uca
https://che01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.env.go.jp%2Fpolicy%2Fhozen%2Fgreen%2Fecolabel%2Fguideline%2Fguideline_eigo.pdf&data=05%7C02%7Cabrahams%40ieta.org%7C9be8b5e001a64ecfd5e708df08eef101%7C91105e76da424907842a1c89ab0fa9bb%7C0%7C0%7C639239495201739760%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=XOFcbJqwKtEh8jAlRRWNnosjihE5C9KMNtvBLyLlhBM%3D&reserved=0
https://che01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.env.go.jp%2Fpolicy%2Fhozen%2Fgreen%2Fecolabel%2Fguideline%2Fguideline_eigo.pdf&data=05%7C02%7Cabrahams%40ieta.org%7C9be8b5e001a64ecfd5e708df08eef101%7C91105e76da424907842a1c89ab0fa9bb%7C0%7C0%7C639239495201739760%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=XOFcbJqwKtEh8jAlRRWNnosjihE5C9KMNtvBLyLlhBM%3D&reserved=0
https://che01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.japaneselawtranslation.go.jp%2Fen%2Flaws%2Fview%2F2303%2Fen&data=05%7C02%7Cabrahams%40ieta.org%7C9be8b5e001a64ecfd5e708df08eef101%7C91105e76da424907842a1c89ab0fa9bb%7C0%7C0%7C639239495201717554%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=xZBWhHU%2BfjeXpvACN1HMcbzdl5QdoKYrUZJySG5rfXc%3D&reserved=0
https://che01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.japaneselawtranslation.go.jp%2Fen%2Flaws%2Fview%2F2303%2Fen&data=05%7C02%7Cabrahams%40ieta.org%7C9be8b5e001a64ecfd5e708df08eef101%7C91105e76da424907842a1c89ab0fa9bb%7C0%7C0%7C639239495201717554%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=xZBWhHU%2BfjeXpvACN1HMcbzdl5QdoKYrUZJySG5rfXc%3D&reserved=0
https://www.ftc.gov/sites/default/files/documents/federal_register_notices/guides-use-environmental-marketing-claims-green-guides/greenguidesfrn.pdf
https://www.ftc.gov/sites/default/files/documents/federal_register_notices/guides-use-environmental-marketing-claims-green-guides/greenguidesfrn.pdf
https://www.ftc.gov/sites/default/files/documents/federal_register_notices/guides-use-environmental-marketing-claims-green-guides/greenguidesfrn.pdf
https://che01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fpolicies.env.go.jp%2Fearth%2Fghg-santeikohyo%2Fqa.html&data=05%7C02%7Cabrahams%40ieta.org%7C9be8b5e001a64ecfd5e708df08eef101%7C91105e76da424907842a1c89ab0fa9bb%7C0%7C0%7C639239495201754391%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=9HgpNCeQkhH6usw%2Fds6vp%2F7GaMOVesbYBFpx5ktgwJI%3D&reserved=0
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https://allianz-entwicklung-klima.de/en/the-alliance/the-sdgold-seal/
https://coalitiontogrowcarbonmarkets.org/shared-principles/
https://ghgprotocol.org/sites/default/files/standards_supporting/FAQ.pdf
https://www.bafu.admin.ch/en/enforcement-aid-uca
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