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The environmental clock is ticking.

Tides are rising. Together we can make a change...



Why Is carbon footprint important?

The Stern Review on the Economics of Climate Change concludes that
climate change is the greatest and widest-ranging market failure ever seen.
In response to this market failure the government is seeking to increase the
real cost of carbon emissions through a range of initiatives (e.g. the Carbon
Reduction Commitment or CRC).

This, plus wider considerations of environmental impacts, has caused Ofwat
to make the development of a long term view of sustainability in the water
industry a priority area. As part of this, pilot company reporting on carbon
emissions is underway. PR09 is adding an extra dimension. For the first
time information is required from companies to justify their investment
proposals that includes cost benefit analysis and information on carbon
accounting.



So what is a ‘carbon footprint’?

The term ‘carbon footprint’ is actually a fairly imprecise term that usually
covers the ‘embodied’ carbon emissions already associated with your
infrastructure as well as the carbon emissions from your operational
activities.

Hyder prefers to concentrate more on carbon impacts than carbon
footprints as these impacts are from process that you control. This
approach also makes carbon into a flexible currency that measures the
flow of a wide range of resources through your business and can be a
valuable tool for driving increased efficiency and thus lower costs.

Clearly, this also makes the measurement of carbon a powerful
management tool that can be applied across your business, rather than
‘just’ meeting Ofwat’s requirements or those of the CRC....



Measuring carbon impacts

So, if carbon measurement is such a powerful tool, how can you collect
carbon emissions data cost effectively and turn this into useful information?

The key here is not to view ‘carbon footprinting’ as a separate activity, but
to embed the calculation of carbon emissions into your existing business
management tools so that carbon data is generated as part of normal
activities.

To achieve this requires the application of those carbon conversion factors
that have been agreed by the industry that cover the spectrum of business
activities that are important to you. These can include energy use,
transport, manpower, waste arisings, construction materials, etc. — all data
that you already collect.



Let’s recap on the story so far

1. You are coming under pressure to measure the carbon emissions
associated with your business.

2. While there are a range of models and services to help you to do this, it
makes more sense to integrate this process into your existing business
practices.

3. This approach will deliver a range of carbon data, some in ‘real time’.
This will allow you to see where your carbon emissions are coming from
as a tool to identify where cost effective savings can be made.

4. Using this carbon information during the process of project planning will
allow you to compare options to give the best balance between cost and carbon
emissions.

5. Lower carbon emissions implies less waste and lower resource use
leading to lower operating costs.



So — exactly how can you exploit these carbon QV
Hyder

based opportunities?

Here are some examples:

1. Carbon MMT.

2. Using carbon as a common currency in your business.
3. Setting carbon budgets.

4. Integrated energy solutions

Lets consider each of these in more detail as they offer true ‘Future
Water’ solutions......



Carbon MMT

Metering, Monitoring and Targeting is a proven approach to reducing
energy consumption, with 5 to 15% savings routinely achieved.

Analysing your carbon emissions data in the same way that you analyse
energy consumption data will enable you to identify where most
emissions are coming from (your ‘carbon cost centres’) as a means of
prioritising activities to reduce them across a wide range of areas.

Experience shows that exercise gives some surprising results in terms of
the balance of carbon impacts across activities and where the most cost
effective savings can be made. It can also identify how higher carbon
emissions in some areas can lead to far greater carbon savings across
the business.



Carbon as a common currency

Often, it can be hard for large organisations to identify the ‘best’
environmental option for a given scheme. This is because consideration of
the available options involves a balance between the various environmental
costs and benefits within a given financial framework.

Is it better to use more energy and employ less people? Are longer transport
distances preferable to higher construction costs? Simply comparing the
financial impacts may give the wrong answer when considering an asset with
a 25y life given the increasing volatility in world prices.

Another approach is to calculate the carbon impacts of the options and to
compare each on this common basis. This is not only simpler, but will
actually identify the most sustainable option. Ofwat is clearly driving a move
in this direction, so embracing the technique now appears sensible.



Setting carbon budgets

The pressure to calculate carbon budgets creates the ideal opportunity for
water companies to require contractors to deliver against these carbon
budgets. This will have a number of effects. It will better guarantee that the
carbon impacts described to Ofwat are delivered. It will also encourage far
more cost (and thus carbon) effective working by contractors, helping them
to be more carbon aware and thus more carbon efficient in their own
businesses.

Moving to this new way of working will confirm water companies as
environmental leaders in the new carbon based economy.

And anyway, the ‘carbon auditing’ feature of this approach is also likely to
become a requirement at some point in the future.......



Integrated energy solutions

While not new, the idea of integrated energy and waste management
solutions is looking increasingly economically attractive. The market for
these solutions is growing, driven by legislation. Examples are the Code for
Sustainable Homes driving a ‘centralised’ low carbon energy solution via a
district heating scheme and the CRC which will force manufacturers to look
to lower carbon emissions.

While outside of the regulated core business, water companies are ideally
placed to offer anaerobic digestion solutions to co-digest sewage and local
organic waste or ‘start of pipe’ waste to energy solutions for their large
industrial customers.

Integrated solutions like these are likely to become the norm, offering as
they do a commercially attractive route to low carbon energy supply.



Conclusions

1. Carbon is becoming important politically, important to the regulator and
important to your customers.

2. Good carbon management saves money and has the potential to
generate income. Increasingly it is making good business sense.

3. New approaches to low carbon business can also offer considerable
new commercial benefits.

4. While regulation is forcing you to collect high level carbon data, this
may be insufficient to drive good carbon management to deliver these

benefits. Measuring ‘real time’ carbon emissions can and should become part of your
routine business activity

5. But then as with most things, it will not just be down to what you've got,
but what you do with it.....



