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internal carbon price

Price used by an entity to assess the financial implications of changes to investment, production
and consumption patterns, and of potential technological progress and future emissions-
abatement costs. An entity can use internal carbon prices for a range of business applications.
Two types of internal carbon prices that an entity commonly uses are:

(@) ashadow price, which is a theoretical cost or notional amount that the entity does not charge
but that can be used to understand the economic implications or tradeoffs for such things as
risk impacts, new investments, the net present value of projects, and the cost and benefit of
various initiatives; and

(b) aninternal tax or fee, which is a carbon price charged to a business activity, product line, or
other business unit based on its greenhouse gas emissions (these internal taxes or fees are
similar to intracompany transfer pricing).
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