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Guidance for how to measure and report your greenhgase gas emissions
Water UK response

Introduction

1.

Water UK is the industry association that represeegulated UK statutory water
supply and wastewater companies at national andpean level. We are a policy-
based organisation and represent the industryésasts with Government,
regulators and stakeholders in the UK and in EurG@ue core objective is
sustainable water policy — actions and solutioas theate lasting benefit by
integrating economic, environmental and social cibjes.

The water industry is energy-intensive and contabuwaround 1% of national
greenhouse gas (GHG) emissions. The industry resegthe effects of its
activities and the need to quantify, manage andaedthis impact.

The water industry has collectively measured araigly reported its greenhouse
gas emissions for many years. Information is predioh Water UK’s sustainability
indicators report and in individual water compaagarts.

We have, in conjunction with the Carbon Trust, deped a Carbon Accounting
Workbook to measure and report operational emissibhe tool does not provide
outputs in the format proposed in the draft DEFR#dgnce (e.g. scope 1, 2, 3), but
it is consistent with the GHG reporting protocotidras recently been updated to
ensure it is compatible with 2008 DEFRA emissiagdrs. The tool includes
industry specific conversion factors and methods.Nave also developed
guidelines on embodied (capital) emissions thaehseen used by all companies in
developing business plan submissions. A furtheontdpy UKWIR (UK Water
Industry Research) on identifying uncertainty aedewing emissions factors for
non-CO, has recently been completed.

We continue to work with the supply chain (e.g. themicals industry) to try and
obtain better information on the carbon conterkenf industry materials and
services supplied to us by others. However, supghé availability and
willingness to provide data if it is available isrgerally poor.

We have worked closely with the Ofwat, the econoragulator for the water
industry in England and Wales, to develop robugtileory reporting guidelines
that take account of the work described above amd@nsistent with existing
government reporting requirements.

Water is also one of the first sectors in the Ukexgplicitly include carbon in
business planning. We believe that the water imgustow widely and rightly
recognised as a sector leader in carbon accounting.
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General comments

8.

10.

11.

12.

The water industry welcomes this consultation anohgly supports the need to
develop a single, unified approach to GHG reportsognething we have advocated
for many years and which can encourage and faeill@missions reduction.
However, we do have some reservations about thiegirigance and offer some
comments which we believe would improve the profsoas they stand.

The water industry will be a key player in the GarlReduction Commitment
(CRC) and our key concern is that the current psafsoare inconsistent with the
CRC in many areas. We believe it is imperative thatgovernment sets out a clear
and consistent vision of GHG accounting and repgrtand ensures that all its
policies, schemes, regulations and frameworks @msistent with this. Most people
would find it incomprehensible that organizationtl ae expected to provide info
on GHG emissions, using government guidance, indifferent ways. As they
stand, the current proposals will confuse busiaessconsumers alike, create
inefficiency and unnecessary additional costs. &emmend that in crucial areas
(e.g. minimum level of reporting, size thresholdifeclusion, updating emissions
factors) the proposals should be revised so as twbsistent with the CRC as far
as possible.

A further concern is that, whilst we understanddbsire for flexibility, the current
proposals allow organizational discretion and judgtrin so many areas that it will
be impossible to compare GHG emissions across @agons, even within the
same sector. We recommend that, subject to ourestg)changes throughout this
response, standard level reporting should quicklyomes mandatory for
organizations above a certain size (e.g. all CRfamizations and those in Climate
Change Agreements or the EU ETS).

We do not agree with the term ‘best practice’. antigular, we note that reporting
of scope 3 emissions is double-counting and it seguite bizarre that, by
encouraging organizations to take direct respolititior scope 3 emissions, the
government is positively encouraging double-coupimthis area, whilst in others
(e.g. renewable energy in the CRC) it is stronglgased to this. We know from
experience that there is a great deal of work tddree to develop coverage and
consistency around scope 3 emissions. We recomthahthe focus should be
developing the right framework for scope 1 and 2ssmans and that reporting of
scope 3 emissions is removed from the guidanceotwded as ‘voluntary’ (rather
than ‘best practice’).

We are concerned about the timing of the propasadsnote that DEFRA intends
to undertake a review on the impact of the repgrramework in 2010, which will
inform the decision (to be made by April 2012) @asvhether reporting should be
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made mandatory. To inform such a review would nteahorganizations have to
use the guidance from 2009, which is not practeabplrealistic.

13. Finally, we are concerned about the proposalsdponting generated and
purchased renewable energy. We have commentedsooelow, but note that
DEFRA and DECC are continuing to explore this afsaa major generator of
renewable energy in the UK, we would expect tortwelved in these discussions.

Response to specific questions

Q1. Does the guidance provide enough detail? Aeeetlany issues on which you would
welcome further guidance?

We think further guidance may be needed aroundatipeal boundaries. A significant
part of water industry emissions are process-basddt would be difficult to draw
activity-based boundaries around them. The maimei@is wastewater, and particularly
sludge, treatment. Depending on the process usgddfgestion with gas capture,
incineration with energy recovery, landfill, ett)e emissions can be quite different and
the responsibility for those emissions may alsangeaFor example, the use of treated
sewage sludge (biosolids) on agricultural land ssilaconditioner results in emissions
both from the treatment process and also fromahd.|Currently, water companies
report both of these and we effectively take respmlity for them as an industry.
However, the emissions from land are actually #mellowners ‘owned' emissions (as
they would otherwise use an artificial fertilisersmmething else which also led to
emissions) although the water industry clearly $@se impact.

In addition, it would be useful to provide guidaraehow companies might indicate the
level of accuracy of their reported emissions. Thefidence grade approach set out by
Ofwat is one that is proven and appears to work. webm a national viewpoint type 1
and 2 emissions are inherently more important (@isd easier) to report accurately.
Having a mechanism for capturing the accuracy opoméng would broaden
understanding of this. It would also allow orgatimas to focus on the bigger gaps in
both the quantity and quality of their emissionsasweement, by making this more
visible.

Other than this, the guidance does provide sufftatetail but we are concerned about a
number of specific issues (see above and resporsbédr questions).

Q2. Do you agree with all the recommendations? dulMd be helpful if you could
comment on any recommendations with which you tksa@suidance: page 76).

We agree with the majority, but not all, of theaeunendations.

Recommendation 1
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Standard practice: Use the financial control approah. Once you have chosen your
approach, apply this consistently.

We agree it should be based on financial conteothe is closest to the CRC.

Recommendation 2
Standard practice: Measure or calculate your totakemissions on a global basis.

We do not agree entirely with this recommendatide. recognize that climate change is
a global issue and that organizations should emigausing the emission factors of the
country in which they take place, to take accoufhtowerseas emissions where
appropriate (e.g. outsourced activities). This @so help prevent off-shoring of
emissions. However, non-UK emissions may be doabieiting with reporting of
emissions in other countries. In addition, conwarsfactors are likely to vary from
country to country, making clarity and consisterafyreporting in this area difficult.
Finally, whilst overseas scope 3 in particular esmiss could be significant for many
organizations, it would be very difficult to deriaecurate emissions for all such overseas
activities. In such circumstances, a pragmatic,t leegleavours approach should be
appropriate. We suggest that scope 1 and 2 UK aedseas emissions are ‘standard
practice’ (mandatory) and scope 3 UK and non-UKssimons are removed from the
guidance or become optional.

Recommendation 3

Standard practice: Measure or calculate emissiondhat fall into your scopes 1 and 2
Best practice: Measure or calculate your ‘significat’ scope 3 emissions in addition
to your scopes 1 and 2

We strongly disagree that reporting of scope 3 sioms should be termed ‘best
practice’. Scope 3 emissions are double countird)ibseems completely inconsistent
and illogical that, by encouraging organizationgake direct responsibility for scope 3
emissions, the government is positively encouragliogble-counting in this area, whilst
in others (e.g. renewable energy in the CRC) stnsngly opposed to this. We would like
the government to clarify its approach to doublestng.

In addition, organisations may not correctly digtirsh between Scope 1 and Scope 3
emissions and there is likely to be significantiataon between companies in the scope
of emissions included within Scope 3, due to déferes in data availability. As such a
comparative measure that includes Scope 3 may fleading.

The water industry has done a huge amount of worgkapbon accounting, including
embodied emissions. An understanding of these @nssan help to inform more
sustainable business decisions. Yet we wouldsstiliggle to measure and report scope 3
emissions with any degree of confidence or accuraktijough the supply chain is

getting better at reportingrganisationalemissions (buildings, etc), what we really need
is product-baseemissions to feed into our understanding of endmbdmissions. We
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think that the focus of the guidance should be eftirgy the maximum number of
organisations to report scope 1 and 2 emissiorngepisoand consistently. Attaching
levels of confidence and accuracy to scope 3 eamisswith no indication of uncertainty
or potential range, is likely to give rise to spws and misleading results and
conclusions.

It would be phenomenally difficult to calculate argport scope 3 emissions with any
degree of accuracy. For example, in the case oérwHie (potentially very significant)
emissions associated with the “use of goods oricsvby consumer downstream”
depend on how that water is used (emissions wilhbeh higher if it is heated). Whilst
these may be very significant in terms of emissems whilst water companies can try to
influence water consumption, they cannot influemdether the water is heated or the
efficiency of how it is heated. In addition the posed approach is inconsistent with the
way emissions from electricity are handled as scdmamissions (where the consumer
chooses the amount and how a product is used). \ygest that the “use of goods or
services by consumer downstream” should thereferexicluded from the guidance.

We suggest that emissions within the direct comfodn organization (scope 1 and 2)
should be subject to mandatory reporting, and s@emissions, which an organization
can influence (but not control), should be remofrecth the guidance or, at the very least,
described as ‘optional’. In parallel, the governinahould encourage suppliers to
measure and provide product-based, rather thamiaegeon-based emissions data.

Recommendation 4

Standard practice: Measure or calculate emissiongdm all six GHGs covered by
the Kyoto Protocol.

Best practice: Measure or calculate emissions fromther gases in addition to the six
covered by the Kyoto Protocol.

We agree with the proposals but think the guidastarild refer to ‘optional’ rather than
best practice reporting. This would take accountthaf fact that most organizations
(which do not have other GHGSs) could not achiev& peactice. In addition, the Kyoto
gases are those where activity should be focuseéanaoouraging organizations to spend
time and resources measuring and reporting othesseans may not be efficient and
make comparison even more challenging.

Recommendation 5

Standard practice: Where your organisation is usingstandard emission factors, you
should use the Defra / DECC emission factors for Ukmissions.

If you require other emission factors, you should efer to the emission factors in the
GHG Protocol calculation tools.
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We agree with this recommendation. However, itifScdlt to compare emissions over
time as government emissions factors keep chanding.guidance should clarify how
organizations can compare emissions over time assems factors change.

In addition, the guidance should be consistent WehCRC in this respect. The CRC will
only change emissions factors at the end of a phak&ch means that in future
organizations may find themselves reporting the es@missions to government using
two separate factors. This is likely to be confgdim organizations and consumers.

Recommendation 6
Standard practice: Report total GHG emissions as gross figure in tonnes of CO2e.

We agree with this recommendation.

Recommendation 7

Optional: Report where applicable on purchased or ald emissions reductions that
meet Defra’s emission reduction criteria. Then repd a net figure in tonnes of
CO2e, in addition to the gross figure.

We agree with this recommendation but think it igc@l that not just generatexhd
consumecklectricity (REGOSs), buany generated electricity (including where ROCs are
obtained) should be reported (see response to Q7).

Recommendation 8
Standard Practice: Report on total scopes 1 and 2réssions using an intensity ratio.

We agree with this recommendation, which is coasiswith existing water industry
reporting of tones CO2e per megalitre water sugpbiewastewater treated. Other ratios
(e.g. turnover) would not be appropriate for owustry.

Recommendation 9
Standard practice: Set a reduction target and choasthe approach to use. The
target should be:
o Organisation-wide (including all UK and overseas elssions);
o Inclusive of all emissions (scope 1, 2 and 3) thabu measure and report on;
o Based on the most recent base year data is availabbnd
0 Achieved over 5 to 10 years.
Best practice: Set an absolute target.

We do not agree with this recommendation. We beltbat the government should not
be prescriptive and that any form of target settimigether normalised or absolute,
should be optional, and dealt with saf@ly to reporting. Organizations should
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be able to decide the organizational level ands¢e. UK or global) of any targets. In
addition, the EU ETS and CRC schemes will deterrtiieemost cost-effective ways of
reducing emissions. Targets which are not coste¥e will damage the UK economy

and the credibility of the UK’s approach to GHG esmons reductions. For reasons stated
previously, we also do not agree with the inclussb/K and non-UK scope 3

emissions.

We would also note that targets in themselvesraefiicient. Organizations that do opt
to set their own targets should also be encouragetbvelop a plan setting out how it
plans to meet the target.

Q3. Do you agree with the criteria given to detereniwhich scope 3 emissions are
significant? If you disagree, please suggest adddi or alternative criteria (Guidance:
page 55).

We would reiterate that we do not believe scopen&sions should be included in the
guidance.

If included (as optional), we would suggest thaeaminimis approach is taken, as in the
CRC. We would also note that the criteria are likel conflict. For example, around 90%
of water-related emissions are thought to be rélaighe energy used to heat water in the
home. On this basis, the guidance would clearlygesgthat water companies should
report these as scope 3 emissions. However, thagsiens are not within the direct
control of water companies and reporting of themla@alivert attention from managing
those emissions (e.g. from water treatment prosgsbat companies do control. At
present, it is unclear how organizations are exquktt balance the criteria proposed.

Q4. Your comments are sought on the emissionstatawe recommend you report?
(Guidance: page 23-25)

We would reiterate comments made in response tstigne2, in particular that we do not
think reporting of scope 3 emissions representst‘peactice’. We support proposals for
reporting of gross/net emissions, all GHGs, annsity ratio and information from
previous years (although this not be applied rewosvely, i.e. prior to 2009/10).
However, we would note that it is difficult to coame emissions over time as
government emissions factors keep changing. Thelagoe should clarify how
organizations can compare emissions over time ass@ms factors change. We wonder
how emissions data can be compared over time g®ars factors are changed annually.

In addition, a significant part of water industiyigsions are process-based and it would
be difficult to draw activity-based boundaries arddhem. The main example is
wastewater, and particularly sludge, treatment.dddmg on the process used (e.g.
digestion with gas capture, incineration with eyamrovery, landfill, etc), the emissions
can be quite different and the responsibility fuvde emissions may also change. For
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example, the use of treated sewage sludge (big3aiagricultural land as a soill
conditioner results in emissions both from thettresnt process and also from the land.
Currently, water companies report both of thesevameffectively take responsibility for
them as an industry. However, the emissions frard ke actually the land owners
‘owned' emissions (as they would otherwise useté#itial fertiliser or something else
which also led to emissions) although the wateustiy clearly has some impact.

There is abundant and growing evidence that pehtad forestry management can
deliver significant carbon benefits and we wouldgest that peatland carbon and
forestry management are specifically included witbiologically sequestered carbon’.
We would welcome guidance from DEFRA on what evadewould be required to
support this.

Q5. What is your view on the supporting explanaitmt it is suggested organisations
should include in their report? (Guidance: page 2%-

We support the proposals in this section.

Q6. Your comments are sought on the external emnisgductions activities that we
have identified and the ‘good quality’ criteria thiéese reductions activities should meet
(Guidance: Page 58-65)

We agree with the proposals in this area. Howewerwould welcome clarification on
what is meant by a ‘carbon credit’. Does this reééecredits under specific mechanisms,
e.g. JI/CDM, or is it used in a more general sense?

Q7. Your comments are sought on how organisatidvmaild account for renewable
electricity that they generate. (Guidance: Page 58)

We do not agree with the proposals in this areaavéeconcerned with the requirement
to report emissions for renewable electricity claignsubsidies, which gives the
impressions that producing renewable energy agtpatiduces GHG emissions. This
could undermine the Government’s plans to rapidtyease the uptake of renewable
energy in the UK. We believe that renewables shbaldble to claim both ROCs and
zero emissions for the on-site renewable eleggrgneration they use.

Q8. We welcome your comments on the attached inggaessment for this policy? Do
you have any estimates for how long it would tage to follow the guidance? We
welcome information on costs and benefits for Ipaticy options.

For reasons of consistency and transparency, wédvpoefer option 2 (mandatory
reporting). If the Government is to ensure thakis the data to demonstrate that the UK
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is reducing its emissions and is on track to msdegal targets then it is essential that all
companies are required to report their scope R2agmissions on an annual and
mandatory basis. The case studies in the RIA shaiarganizations derive significant
benefits from understanding and reporting their Get@ssions, and that these benefits
generally outweigh the costs. However, we beliéna the current impact assessment
significantly underestimates the time and cost Ive® in undertaking the proposed GHG
reporting.

We are disappointed that DEFRA has not exploredctists/benefits of option 2 in any
detail and would urge the government to recondiuier

Q9. Please provide any general comments on theagug] especially any issues where
you would welcome further explanation.

We would highlight the issue of auditing. If repng becomes mandatory, some auditing
may be required. However, this could place sigaifidourdens on organizations and, as
water industry emissions are already independenttited by Ofwat, we believe this
should be sufficient for the purposes of natioeglarting and there is no need for
additional regulatory burdens on the water industithis area.



