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Selling carbon credits to a customer – Are they a separate performance obligation?
Key consideration Impact on the analysis

Is the carbon credit a separate 

promise in the contract?

The following may point to a separate performance obligation in relation to carbon credits:

• carbon credits are offered as a separate item (which may be priced separately) in addition to the goods or services in the contract;

• the company sells carbon credits on their own; and

• the customer could purchase the carbon credits separately from another company.

Is the carbon credit generated 

by the company or a third 

party?

If carbon credits are generated by a third party, then this may indicate that they can be sold, at least in a private transaction, because the company would need to 

purchase them – i.e. the customer can benefit from the carbon credit by selling it to another party.

If carbon credits are generated by the company, then further analysis may be necessary to determine the potential benefit to the customer. 

Is the carbon credit subject to 

registration, verification and 

certification by an independent 

body?

If carbon credits are subject to registration, verification and certification by an independent body then this may facilitate their sale, on a market or in a private 

transaction, and indicate that the customer can benefit from the carbon credit separately from other goods or services.

If carbon credits are ‘self-certified’ by the company and not subject to assurance or other verification, then further analysis may be necessary to determine the 

potential benefit to the customer.

Does the company need to 

retire the carbon credit on the 

customer’s behalf?

This consideration is relevant if carbon credits are registered in a registry maintained by the company or a third party.

If the company promises to ‘retire’ carbon credits on the customer’s behalf – i.e. to provide a carbon offset service, then this may point to a separate performance 

obligation in relation to carbon credits. We believe that whether the carbon credits continue to feature in the registry under the company’s name, or are re-

assigned to the customer, does not impact the assessment.

If the contract does not specifically refer to the retirement of carbon credits, then further analysis may be necessary to determine the potential benefit to the 

customer.

Can the customer sell the 

carbon credit to another party?

If the customer can sell the carbon credits to another party on a market or in a private transaction, then this may point to a separate performance obligation.

If the customer cannot sell the carbon credits to another party, then further analysis may be necessary to determine the potential benefit to the customer.

Can the customer claim the 

carbon credit in their 

sustainability reporting? 

If the customer can benefit from carbon credits by claiming them in its sustainability reporting, then this may point to a separate performance obligation.

If the customer cannot claim carbon credits in its sustainability reporting, then further analysis may be necessary to determine the potential benefit to the 

customer. If the customer cannot sell the carbon credits nor claim them in its sustainability reporting, then it may be challenging to identify a separate benefit of 

the carbon credits – i.e. they are unlikely to represent a separate performance obligation. 

We believe that whether the customer is required to prepare sustainability reporting, does it voluntarily or does not do it, does not impact the assessment. The 

assessment considers whether the customer could claim the carbon credit if it did prepare sustainability reporting. 
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