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Glossary

AA1000 AccountAbility assurance standard

CDP Carbon Disclosure Project

ESG environmental, social, and governance

GHG greenhouse gas

GRI Global Reporting Initiative

IPCC Intergovernmental Panel on Climate Change

NWI National Water Initiative

SIRIS Sustainable Investment Research Institute

UNGC United Nations Global Compact

WBCSD World Business Council for Sustainable Development

WWF World Wildlife Fund
ACKNOWLEDGEMENTS

This report has been produced by the following team.
+ Rebecca Allonby, Net Balance Foundation

« Chris Bourke, Net Balance Foundation

» Terence Jeyaretnam, Net Balance Foundation

« Stefanie Phelan, SIRIS

* Ben Spruzen, SIRIS

* Ross Wyatt, Net Balance Foundation

* Reiko Yamada, SIRIS




Executive summary

BACKGROUND

During March and April 2010 research was undertaken to
assess the completeness of selected Australian companies’
disclosures on water management and performance
across their operations and supply chains. A sample of 32
companies from the ASX 50 were assessed. These were
selected on the basis of their risk exposure to water, and
included companies from the energy, materials, utilities,
food, beverage and tobacco, capital goods, food and
staples retailing, transportation and real estate sectors.

Drought, although intrinsic to Australia, is being
exacerbated by weather extremes possibly caused by
climate change. This is bringing consequent material risks
to communities and businesses. Investors are increasingly
demanding more robust corporate disclosure of the
material risks to and opportunities for companies. These
include the environmental, social and governance (ESG)
issues that can affect a company’s financial performance.
Water-related risks are no exception, and have been given
a high priority by investors such as Norges Bank
Investment Management, given the nature of companies
whose operations show high dependency on water in their
supply chains.

Measuring and reporting corporate water-related risks and
opportunities is complex. This complexity arises from
issues such as the lack of a universally accepted
methodology for calculating the risk impact of water, lack
of mandate for corporate water reporting, the piecemeal
ability to access reliable data from suppliers on water
performance, as well as the dynamic variability of local
and regional issues in water catchments. Water pricing has
also been comparatively lower in Australia and, until
recently, there have not been the pricing signals to
encourage risk-management behaviours, as a driver for
managing input costs. While these difficulties need to be
recognised, there are strong business benefits from
identifying the risks and opportunities of water scarcity for
a company. While there is no one way to measure and
report this, there are a number of standards, frameworks
and guidelines emerging that companies can use to help
measure and report their water use and impact, such as
‘water footprinting’” and the Carbon Disclosure Project
Water Disclosure Initiative.
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RESULTS

This report presents the results of Australian companies’
current water disclosures. The research found that there is
significant variation in the performances of the companies
included in this study. The overall scores ranged from 56%
(Rio Tinto Ltd) to less than 10%. The average score for all
32 companies was just 28%, illustrating that for the
majority of companies included in the research, there is
significant progress still to be made on disclosing water-
related data in a more uniform comparable manner.

This research highlights that, while water-related issues are
frequently broadly addressed in sustainability reporting,
there is still room for many companies to improve their
disclosure on water risk issues. Compared with mandated
reporting and disclosures around greenhouse gas
emissions and energy consumption, through the National
Greenhouse Energy Reporting and Energy Efficiency
Opportunities legislation, comprehensive water disclosure
in Australia still has some way to go.

In response to restricted water allocations, arising from
drought conditions across Australia, and strong
community awareness, many companies have developed
positive initiatives to incorporate efficiency measures,
water recycling and the use of alternative water sources
into their operations. In practice, reporting on such
programmes is not always comprehensive and frequently
lacks quantitative data analysis, which prevented several
companies from achieving high scores in this research.



1. Why water matters

The social, economic and environmental prosperity of the
nation depends on its ability to provide safe, clean drinking
water, avoid water shortages, protect the environment,
improve land management, address climate risks and
sustain profitable production (CSIRO 2010). Within
Australia, one of the world’s driest continents (OECD
2005), water shortages and drought are common, with
seven major droughts since before Federation in 1901!
(Bureau of Meteorology 2010). While droughts are part of
the Australian landscape, a changing climate, over-
allocation, poor governance and water-intensive activities
have exacerbated the problem.

The impact of drought on communities and companies
has not only been felt in terms of the physical effects such
as water restrictions, declining water quality, dust storms
and bushfires: there is also a significant economic impact.
In one of Australia’s worst droughts between 1992 and
1995, average production by rural industries fell about
10%. This resulted in an estimated $5 billion cost to the
Australian economy, including $590 million drought relief
provided by the Commonwealth Government (Bureau of
Meteorology 2010).

To address water shortage issues in Australia, both State
and Commonwealth governments along with water
authorities have implemented a range of supply and
demand-side initiatives as part of their water planning
frameworks and policies.

WATER CAPS AND MARKETS

South Australia was the first State to introduce water
markets in 1983, when water entitlements were separated
from land. In 1994, the Council of Australian Governments
(COAG) water reforms required the separation of water
rights from land; a necessary first step to expand trade in
water. Since then, water trading has expanded and is a key
mechanism, reflecting the true cost of water and driving
more efficient use of water in farms. It has also resulted in
the transfer of water to more economically efficient end
uses such as growing grapes and stone fruit. The National
Water Commission estimated the total value of water
traded in 2007/8 to be around $1.68 billion (NWC 2010a).

1. Official drought years in Australia: the Federation drought 1895-1902;
the 1914-15 drought; the WWII droughts 1937-45; the 1965-68 drought;
the short and sharp drought 1982-83; the long El Nifio droughts 1991-96
and 2002-06.

WATER ENTITLEMENTS

The Commonwealth Government plans to spend AUD
$1.5 billion purchasing water entitlements for the
environment over three years from 2008/9 to 2010/11
(Hone et al. 2010). To date, the water has been purchased
through competitive tenders with the aim of providing
increased environmental flows to rivers and to help farmers
adjust to new water regimes with reduced water availability.

INFRASTRUCTURE PROJECTS

State governments and water authorities have increased
spending on large-scale water infrastructure projects such
as water pipelines and desalination plants to meet
increasing urban water demand. Melbourne Water recently
completed the Sugarloaf Pipeline Project, a 70km pipeline
linking the Goulburn River near Yea to the Sugarloaf
Reservoir in Melbourne’s north-east, at a cost of $750
million (Melbourne Water 2010). Sydney Water has
recently completed the desalination plant at Kurnell at a
cost of $1.89 billion, and Melbourne has also built plants
(NSW Government 2010).

CLEAN TECHNOLOGIES

There has been increased investment in clean technologies
such as water filtration technology, storage and treatment
to improve the quality of waste water. The Sydney Olympic
Park Authority’s Water Reclamation and Management
Scheme at Homebush Bay was Australia’s first large scale
urban recycling scheme to source wastewater through
sewer mining for irrigation and residential non-drinking
uses (Sydney Water 2010).

DEMAND MANAGEMENT INITIATIVES

State Governments and Water Authorities have
implemented a range of demand management initiatives
to help residential, business, agriculture and industrial
users of water become more efficient. Demand
management initiatives have mainly focused on subsidies
for water efficient appliances and technologies such as
washing machines, smart metering, sub-surface drip
irrigation and more efficient industrial processes to help
reduce water demand. Sydney Water saves over 80,000
megalitres per year (year ending June 2009) though
demand management initiatives such as leakage reduction
and helping businesses and households save water
(Sydney Water 2009).



WATER RESTRICTIONS

Many regional and metropolitan centres in Australia
experienced record low rainfall and dam levels during the
2002/6 drought. For example, Melbourne dams reached a
record low of 25.6% capacity in June 2009 (Melbourne
Water 2010). Government interventions such as water
restrictions in varying degrees of severity were enforced to
help manage demand for water and ensure sufficient water
was available for future dry seasons.

While agriculture is Australia’s largest water user,
representing almost 65% of Australia’s total freshwater use
(ABS 2006) companies are reliant on water to operate and
consequently have a substantial role to play in managing
water. The Carbon Disclosure Project (CDP) (2010),
identified industry sectors such as agriculture, forestry and
paper products, food and beverage consumer goods,
mining, manufacturing, pharmaceuticals and power
generation as the most likely industries to be affected by
water scarcity and quality. These industries are more likely
to feature water-intensive industrial processes and are
therefore reliant on water to support their business
activities.

It is not just the water directly used by companies in their
own operations that is significant. For many companies,
their own water use and impact are secondary to the water
used by their suppliers along their supply chain. The
multinational nature of many businesses means that water
scarcity and its availability in sourcing or finishing a
product are not just a local concern. What may also not be
sufficiently accounted for are the indirect economic and
social exposures and supply-chain risks in sourcing from
other water-challenged regions such as China, and the
impact that can have on a local community even when a
company’s immediate locations or internal operations are
not seriously affected. While there are measures a
company may take to manage commodity-input risks, be it
through financial hedging or finding another supplier, there
is ultimately a consequential cost passed through, with
higher product pricing to end consumers.
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WATER CONSUMPTION IN AUSTRALIA

Water consumption in Australia for 2004/5 was 18,767GL
compared with 21,702GL in 2000/1. The agriculture
industry had the highest water consumption in 2004/5,
accounting for 12,191GL (or 65%). Households were the
next highest consumer of water, accounting for 2,108GL
(or 11%) of water consumption. The water supply,
sewerage and drainage services industry was also a
significant consumer of water, accounting for 2,083GL (or
11%) of water consumption (mostly due to losses in
distribution), followed by manufacturing with 589GL (or
3%). See Figure 1 (ASB 2006).

Figure 1: Water consumption in Australia for 2004/5

Agriculture 65%

Household 11%
Water supplies (a) (b) 11%
[ Other industries 6%
Manufacturing 3%

Electricity and gas 2%

Mining 2%

Forestry and fishing (c) 0%

(a) Includes sewerage and drainage services.
(b) Includes water losses.

(c) Includes services to agriculture, hunting and trapping.



2. The importance of water disclosure

Companies have an important role to play in managing
water resources. While effective water management is a
socially responsible act, there are also strong business
benefits from identifying the water-related risks and
opportunities to a business. This section looks at the
drivers for improved water disclosure; the challenges
companies may face in measuring and reporting water
performance; and the standards, frameworks and
guidelines available to businesses to help them improve
their disclosures.

INVESTOR DEMAND

To make informed investment decisions, investors require
robust corporate disclosure of the material risks and
opportunities to companies, including environmental,
social and governance (ESG) issues that can affect their
financial performance. ‘Anything that affects a firm’s
business model can affect the financial performance and
valuation, and ESG issues are no exception.” Julie Hudson,
CFA global head of SRI and sustainability research, UBS
Investment Bank (CERES 2010).

INVESTOR INTEREST IN ESG DISCLOSURES IS A GLOBAL
AGENDA

In January 2010, the US Securities and Exchange
Commission (SEC) provided interpretative guidance on
disclosures related to business or legal developments
regarding climate change (SEC 2010). The guidance was
issued after six years of lobbying by institutional investors.
The guidance clarifies what publicly listed companies need
to disclose about material climate-related risks, including
physical risks, such as water (SEC 2010). ‘Companies
should also evaluate for disclosure purposes the actual
and potential material impacts of environmental matters
on their business.

Norges Bank Investment Management (NBIM) announced
in August 2009 that responsible water management was
a new priority area for its investment evaluations. NBIM,
which manages investments worth over USD$43 billion,
identified water scarcity as a business risk to its managed

investments. To understand the full exposure of a
company, stakeholders require meaningful disclosure. In
response, NBIM published its expectations with regard to
companies’ management of water as a resource and the
related risk in a report in 2009 (NBIM 2009). The
expectations relate to companies with activities or supply
chains in high-risk sectors and regions.

The weight of the investment community was thrown
behind the United Nations Global Compact CEO Water
Mandate when, in December 2009, 16 members of the
United Nations Principles for Responsible Investment
asked 100 of the world’s largest companies to sign up to
the CEO Water Mandate (UNGC 2010). The members,
representing US$1.5 trillion in managed investments,
included leading European and North American
institutional investors and asset managers such as
Connecticut Retirement Plans and Trust Funds, Calvert,
Robeco, and F&C Management Ltd.

The King Ill Report on Corporate Governance for South
Africa (IOD 2009) recommends that companies integrate
their ESG performance with their financial performance to
enable stakeholders to make more informed decisions
about the economic value of a company. The guidance is
expected to be mandatory for all companies listed on the
Johannesburg Securities Exchange.

BUSINESS DRIVERS

Dr Dave Tickner, head of freshwater programmes at WWF
UK, identified four key business risk areas arising from
water scarcity and management issues (ACCA 2009).

Physical risks arise through flooding, pollution, and
scarcity of water in the regions where an organisation
operates. This scarcity can be caused by an actual deficit
of water or through a failure of supply from water
managers. This is especially true for water-intensive
sectors, which may have to transfer operations to a more
water-rich area, or one where the regulatory environment
is more coherent.



Financial risks arise from competition, increases in water
tariffs and other pricing mechanisms, and cost inflation of
water and energy as a result of increasing water stress
across regions globally. Higher costs, plant closure and
reputational damage are other risks arising as a result of
water scarcity.

Regulatory risks arise as water scarcity and corruption and
security issues increase, governments may decide to
control business water use and decrease the number of
water extraction licences issued, or change the rules that
govern water use, licensing and allocation, or the costs and
conditions of water put back into the system.

Reputational risks arise when those businesses that fail to
understand the impacts that their operations, supply
chains and discharges have on water resources, aquatic
ecosystems and local communities leave themselves open
to reputational risks and potential loss of customers and
investors.

Given these risks and their potential impact on a
company'’s financial success, the Carbon Disclosure
Project identified four key ways in which companies may
benefit from improved water disclosure (CDP 2010).

1. Improving the operational efficiency of sites involved in
running the business and manufacturing products for
consumers.

2. ldentifying and assessing water-related risks and
opportunities to the company that may affect its
financial performance, and encourage action.

3. Managing water-related social and environmental
impacts and water stewardship response to help
maintain a licence to operate and grow.

4. Communicating water-related risk and performance
with stakeholders, such as investors and community
groups, to improve their understanding and ability to
make informed decisions.
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STAKEHOLDER APPROVAL

Global companies are increasingly being held accountable
when ESG considerations are not managed and disclosed.
In 2004, Coca-Cola Amatil Ltd was unable to renew the
operating licence for its bottling plant in Plachimada,
Southern India, owing to concerns that the company’s over
extraction of ground water was exacerbating local water
scarcity (Hills and Welford 2005). Gaining community
acceptance is essential and requires meaningful
stakeholder engagement to identify the material issues
and develop strategies to manage the risks and
opportunities. As companies improve their disclosure on
water, stakeholders and community groups will be better
informed of the issues and the right actions, and be able
to benchmark a company’s performance against its
industry peers.

THE CHALLENGES IN WATER DISCLOSURE

While there are substantial benefits for investors,
businesses and communities in improved water
disclosures, there are also numerous challenges for
businesses in measuring, gathering and reporting. The
CDP Water Initiative identified the following challenges
(CDP 2010).

Ability to measure

Unlike greenhouse gas emissions, which can be expressed
as CO,e, there is no universally accepted method for
calculating the impact of water use by businesses. The
impact of using one megalitre of water for industrial
processes will vary for different geographic and climatic
regions.

Local/regional Issues

With water, many factors need to be considered, including
the water source; availability of water within the
catchment; urban or rural infrastructure support and
pricing; the volume and quality of water returned; and its
impact on the surrounding environment, such as
groundwater; and alternative beneficial uses. The
interactions of companies with water in their environments
can be complex, particularly in rural areas, and it can be
difficult for companies to map the potential impacts, and
gather meaningful data.



Water in the supply chain

The direct use and management of a company’s water is
only part of the equation. Companies also need to consider
the water use along their supply chain, where there can be
substantially larger, compounding impacts than from their
own facilities. Supply chain considerations include both
upstream issues with suppliers and downstream issues in
terms of the water used when consumers use their
products and services. Accessing meaningful data from
suppliers can also be difficult.

Globally accepted standard

Currently, there is no universally accepted standard for
measuring water use and its impact. This is due, in part, to
complexities in collecting and disseminating meaningful
water-related data and measuring the impact on
surrounding environments. Three of the most widely
recognised methods for measuring water use include:

« the Water Footprint Network,? life cycle assessment
» the World Business Council Global Tool,? and

» the Global Environmental Management Initiative Water
Sustainability Planner Tool.*

A joint report by the UNEP, UNCG and Pacific Institute
released in 2010 provides a comprehensive summary of
the strengths and weaknesses of each of these methods
along with case studies of global companies’ experiences
with these methods (UNEP 2010). While the methodologies
are not perfect, they are a substantial step in the right
direction.

2. http://www.waterfootprint.org/

3. http://www.wbcsd.org/templates/TemplateWBCSD5/layout.asp?type=p
&Menuld=MTUxNQ&doOpen=1&ClickMenu=LeftMenu=LeftMenu

4. http://www.gemi.org/resources/ConnectingTheDrops.pdf

10

Case study: Water footprinting

The Water Footprint Network is a Dutch not-for-profit
foundation, which works with its partners (including
NGOs, academics, global companies and government
agencies) to develop standards on water footprint
accounting for companies. Water footprinting includes
the total volume of fresh water that is used directly
and indirectly to run and support the business (Water
Footprint Network 2010). It consists of two
components:

1. operational water footprint — the direct water use
by the business in its own operations, and

2. supply-chain water footprint — the water use in the
business’s supply chain.

Water use is measured in terms of: the volume of
surface water and ground water used (blue water);
the volume of evaporative flows taken from rainwater
stored in the soil moisture (green water); and the
theoretical volume of water needed to dilute water
discharged to surrounding waters to the extent they
do not exceed regulatory standards (grey water).

While the methodology is still under development, it is
a significant first step in helping companies to
measure their water use and has three key benefits.

1. It helps companies to calculate the water used in
their supply chain, in both the production and use
of goods and services.

2. It helps the company to benchmark its water use
against its industry peers.

3. It helps the company to identify risks and
opportunities to manage water better.



http://www.waterfootprint.org/
http://www.wbcsd.org/templates/TemplateWBCSD5/layout.asp?type=p&MenuId=MTUxNQ&doOpen=1&ClickMenu=LeftMenu=LeftMenu
http://www.wbcsd.org/templates/TemplateWBCSD5/layout.asp?type=p&MenuId=MTUxNQ&doOpen=1&ClickMenu=LeftMenu=LeftMenu
http://www.gemi.org/resources/ConnectingTheDrops.pdf

3. Reporting frameworks and guidelines

Although there is no globally accepted standard for
measuring and reporting on corporate water consumption
and its effects, there are a number of frameworks and
guidelines available to help guide companies in disclosing
their water management activities and performance.

GLOBAL REPORTING INITIATIVE, G3 SUSTAINABILITY
REPORTING GUIDELINES

The Global Reporting Initiative® (GRI) is a network-based
organisation with participants representing businesses,
civil society, labour and professional institutions.

In 2006, the GRI developed the G3 sustainability reporting
guidelines. The guidelines set out the principles and
indicators that companies use to measure and report their
economic, environment and social performance, and
enables companies to:

» benchmark their performance with respect to laws, norms,
codes, performance standards and voluntary initiatives

+ demonstrate commitment to sustainability
» compare performance over time.

The guidelines are open-source and reporting companies
declare an application level (C, B or A) to indicate the
extent to which the core indicators have been reported.
The guidelines include five water-related indicators that
focus on a company’s direct water use.

Water

« ENBS8: Total water withdrawal by source.

« ENO9: Water sources significantly affected by withdrawal
of water.

+ ENIO: Percentage and total volume of water recycled
and reused.

Emissions, effluents and waste

« EN21: Total water discharge by quality and destination.

« EN25: Identity, size, protected status, and biodiversity
value of water bodies and related habitats significantly
affected by the reporting company’s discharge of water
and runoff.

5. www.globalreporting.org
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CARBON DISCLOSURE PROJECT, WATER DISCLOSURE
INITIATIVE

The Carbon Disclosure Project® is an independent not-for-
profit organisation holding the largest database of primary
corporate climate change information in the world. It acts
on behalf of 534 institutional investors, holding a
combined USD$64 trillion in assets under management.

In 2010, the CDP released its water disclosure
questionnaire, which was sent to over 300 of the world’s
largest companies, operating in water-intensive sectors
including: consumer goods; forestry and paper products;
beverages; mining; pharmaceuticals; and power
generation. Australian companies asked to participate
included BHP Billiton Ltd, Rio Tinto Ltd, and Woodside
Petroleum Ltd. Participants were requested to provide the
following information:

» risks and opportunities that companies face in relation
to water

» water use and exposure to water stress in companies’
own operations and in their supply chains

* companies’ water management plans and governance.

The questionnaire was intended to provide insights into
how companies manage water and to inform the global
market place on water-related investment risk and

commercial opportunities driving sustainable water use.

6. www.cdproject.net

11


www.globalreporting.org
www.cdproject.net

THE UNITED NATIONS GLOBAL COMPACT

The United Nations Global Compact’ (UN Global Compact)
is a strategic policy initiative for businesses committed to
aligning their operations and strategies with ten universally
accepted principles in the areas of human rights, labour,
environment and anti-corruption. In 2007, the UN Global
Compact launched the CEO Water Mandate,® a public—-
private initiative created in partnership with the
Government of Sweden and a group committed companies
and specialist organisations dealing with the problems of
water scarcity.

The Mandate is designed to assist companies in the
development, implementation and disclosure of water
sustainability policies and practices and to make water
management a priority. The Mandate highlights the need
for companies to work with governments, UN agencies,
NGOs and other stakeholders to address the global water
challenge. It covers six key areas:

» direct operations

» supply chain and watershed management

« collective action

* public policy

* community engagement

« transparency.

As of 2010, participation in the Mandate is restricted to

those companies that are signatories to the UN Global
Compact.

7. www.unglobalcompact.org

8. www.unglobalcompact.org/Issues/Environment/CEO_Water_Mandate/
index.html
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ACCA AUSTRALIA AND NEW ZEALAND SUSTAINABILITY
REPORTING AWARDS

Since 2002 ACCA Australia and New Zealand has rewarded
companies for excellence in environmental, social, and
wider economic reporting. Water criteria play a prominent
role as part of a wider company assessment highlighting
respective approaches to and transparency around the
integration of sustainability criteria in core business
strategies.

The aims of the ACCA Australia and New Zealand Awards
for Sustainability Reporting® are:

» toreward and recognise those organisations that report
and disclose environmental, social or full sustainability
information within Australia

» to encourage the uptake of environmental, social or
sustainability reporting

« to raise awareness of corporate transparency issues
and increase accountability for responsiveness to
stakeholders.

ACCA awards around the world reward companies for
excellence in environmental, social and sustainability
reporting. The awards identify and reward innovative
attempts to communicate corporate performance,
although ACCA does not comment on performance itself.
The aim is to reward transparency.

At the core of the judging criteria are completeness,
credibility and communication. Award winners
demonstrate that, by emphasising these key elements,
companies can target significant improvements in the
quality of information disclosed during the reporting
process. Ultimately, ACCA awards help underline the
business case for sustainable practices and development.

9. http://australia.accaglobal.com/australia/general/sustainability/
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4. Methodology

This report summarises the findings of research, carried
out by independent analysts, on 32 of the largest
Australian companies (by market capitalisation) as
recognised by the ASX and included within the ASX 50 as
of 8 March 2010 (see Table 1). The research of publicly
available information for each company was conducted
between 8 March and 30 April 2010.

The companies selected for inclusion in the analysis were
drawn from the ASX50, with a bias towards high-impact
sectors with specific exposure to water-related risk or
opportunity (Table 1). On the basis of these criteria, the
sectors analysed included Materials and Mining, Energy,
Utilities, Industrials, Consumer Discretionary and
Consumer Staples. To enable a balanced assessment
representative of the ASX50, individual companies were
also selected from the Diversified Financials and Real
Estate sectors. The Real Estate companies sought for
inclusion were those with substantial high impact
development and construction operations as measured by
the percentage of total revenue generated by rental
income.

DISCLOSURES ON WATER

Table 1: Companies from the ASX 50 used in the analysis

Company Sector

1. Crown Ltd Consumer discretionary
2. News Corporation Incorporated  Consumer discretionary
3. Coca-Cola Amatil Ltd Consumer staples
4. Foster's Group Ltd Consumer staples
5.  Wesfarmers Ltd Consumer staples
6. Woolworths Ltd Consumer staples
7. Oil Search Ltd Energy

8. Origin Energy Energy

9. Santos Ltd Energy

10. Woodside Petroleum Ltd Energy

11. Worleyparsons Ltd Energy

12. Lend Lease Corporation Ltd Financials

13. Macquarie Group Ltd Financials

14. Stockland Financials

15. Westfield Group Financials

16. CSL Ltd Health care

17. Brambles Ltd Industrials

18. Leighton Holdings Ltd Industrials

19. Qantas Airways Ltd Industrials

20. Toll Holdings Ltd Industrials

21. Transurban Group Industrials

22. Amcor Ltd Materials

23. BHP Billiton Ltd Materials

24. BlueScope Steel Materials

25. Fortescue Metals Group Ltd Materials

26. Incitec Pivot Ltd Materials

27. Lihir Gold Ltd Materials

28. Newcrest Mining Ltd Materials

29. One Steel Ltd Materials

30. Orica Ltd Materials

31. Rio Tinto Ltd Materials

32. AGL Energy Ltd Utilities




EVALUATION CRITERIA INDICATORS

The research findings were assessed on the basis of a
series of criteria developed by the Net Balance Foundation,
SIRIS and ACCA. The criteria are broken down into six
main areas of performance. Table 2 provides a summary
of the criteria groups — more detail on each is included in
the next section of this report.
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Table 2: Assessment criteria

Criteria

Materiality

Main performance areas

Evidence of materiality process

Benchmarking and
guidelines

Evidence of adoption of relevant benchmarks and
guidelines: eg UN Global Compact, GRI Index,
AA1000, CEO Water Mandate

Consumption

Total water consumption
Breakdown of water consumption
Water intensity measures

Source

Governance

Management structure
Integration

Product development
Reduction target
Alternative supply target
Implementation

Water offset initiative
Employee education

Implementation

Water efficiency
Water disposal
Work with industry
Reuse/recycling

Supply chain and
stewardship

Supply chain engagement
Stakeholder engagement
Stakeholder consultation




5. Results

OVERALL Average Average
score of score of

There is a large variation in the performance of companies : Top top 10 all 32
Top-scoring score companies companies

included in this study. The overall scores ranged from 56%
(Rio Tinto Ltd) to less than 10% (five companies, see
Figure 2). The average score for all 32 companies was just Materiality BHP Billiton Ltd 100 58 33
28%, illustrating that, for the majority of companies
included in the research, there is significant progress to be

Criteria group company (%) (%) (%)

Benchmarking Woolworths Ltd

. ) ] and guidelines Lihir Gold Ltd 75 41 22
made on disclosing water-related data in a standard : —
manner (see Figure 1). The same was true of the individual Cemsmzien Rio Tinto Ltd
. Foster’'s Group Ltd 100 83 50
criteria groups - scores ranged from 100% down to 0%
(see Table 3 for the top-scoring companies in each criteria Governance Foster’s Group Ltd 56 43 25
group). The overall average scores for all criteria groups
ranged from 50% for ‘Consumption’ and 17% for ‘Supply Implementation EtZW”eSt Mining o 23 -
chain and stewardship’.
Supply chain Coca-Cola Amatil
and stewardship  Ltd 67 38 17
Figure 1: Number of companies in each score
A o O SRR S, SRR 000 (G0 COassn
Score Score )
0-9% (5) 50-55% (3) The top 10'° companies’ overall performance (ranged from
- 0

56% (Rio Tinto Ltd) to 34% (Coca-Cola Amatil Ltd and

Wesfarmers Ltd) with only three companies scoring over
Score 50%. This is significantly lower than the scores of the top
30-49% (13) 10 companies that featured in our previous research on
environmental sustainability — ‘Disclosures on climate
change’, where scores ranged from 82% to 43%
(Net Balance and ACCA 2007). This would indicate that
companies find water disclosures more challenging than
climate change disclosures, which could be explained by
the fact that there are as yet no widely or formally
accepted standards for water disclosure, and therefore
companies report on water-related issues on a somewhat

Score
10-29% (11)

ad hoc basis.

each of the criteria groups

Score %
Consumption _ 49.6
Materiality [ ] 328
Implementation - 26.2
Governance - 24.5
Benchmarking and guidelines - 22.0
Supply chain and stewardship - 16.7 10. Eleven companies are included in the top 10, as two companies (Coca-

Cola Amatil Ltd and Wesfarmers Ltd) had the same scores.
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These top-scoring companies are from a variety of
different sectors, including materials, consumer staples,
Score % real estate, energy and industrials. Consumer staples was
the highest-scoring sector overall in the analysis, with an
average score of 44% (see Figure 5) and all four

54.6 companies in this sector group (Foster's Group Ltd,

52.8 Woolworths Ltd, Coca-Cola Amatil Ltd and Wesfarmers
Ltd) being among the top 10 overall performing
companies. It should be noted, however, that the number
454 of companies included in the study varies for each sector.
44.4 For example, 10 materials companies were included,
whereas only one company in each of the utilities and

Figure 3: Top-performing Australian companies in the A

Rio Tinto Ltd 56.5

Foster’s Group Ltd

Woolworths Ltd

BHP Billiton Ltd 47.2

Stockland

Newcrest Mining Ltd

inir Gold 435 healthcare sectors was included.
Santos Ltd 41.7
Transurban Group 40.7
Coca-Cola Amatil Ltd 34.3
Wesfarmers Ltd 34.3

Figure 4: Average overall score for each sector

Score %
Consumer staples _ 44.0
Materials _ 34.6
Utilities* [ ] 324
A-REIT [ 278
Industrials I 23.0
Health care* - 21.3
Energy - 18.9
Financials - 13.0
Consumer discretionary - 10.6

* Only one company in this area.
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MATERIALITY

Figure 5: Number of companies in each score range,

‘Materiality’ criteria group

This criteria group examines whether or not companies

identify water to be a material sustainability risk to their Score
business operations. Scores were awarded on the basis of Score 100% (2)
whether or not a company publicly identified water to be a 0% (7)

risk, if it discussed the issue and provided evidence of the
risk being managed, and if quantitative disclosure was
provided with regard to the company’s exposure to the risk
(such as a statement of financial risk or the percentage of
operations that were at risk).

Score
50% (11)

Performance by the 32 companies against the materiality

criteria group varied, with scores ranging from 100% to

0%. While one-third of the 32 companies scored 50% or

higher, identifying and discussing water as a material issue 250/52‘1’;‘3
in the context of their business operations, seven ?
companies scored 0%. The top 10" companies are

presented in Figure 6. The average score for all companies

in the materiality criteria group was 33%.

It was found that, although most companies identified
water as a material issue (25 out of 32 companies), only
one-half of those (13 out of the 25) disclosed details of the Figure 6: Top-performing companies in the ‘Materiality’ criteria

areas in their businesses where water was seen to be an group

operational risk and where there were programmes for risk

management. Seven companies from various sectors, Score %

including financials, consumer discretionary, energy, AGL Energy Ltd L

industrials, and materials, d}d not report on risk- ‘ BHP Billiton Ltd _ 100

management processes. This cross-sector lack of reporting

suggests that the material consideration of water issues Amcor Ltd I 50

for companies is not necessarily sector-specific but, rather,  Biuescope steel Ltd [ N N NG 50

company-specific. Brambles Industries Ltd _ 50
Coca-Cola Amatil Ltd _ 50
Crown Ltd I 50
Foster’s Group Ltd _ 50
Leighton Holdings Ltd [N 50
Lend Lease Group _ 50
Rio Tinto Ltd I 50
Santos Ltd I 50
Woolworths Ltd ] 50

11. Thirteen companies are included in the top 10, as 11 companies had
the same scores.
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Best practice case study: Recognition of water as a
material risk

BHP BILLITON LTD - SCORE 100%

BHP Billiton Ltd (2009) provided comprehensive
discussion of water in its 2009 sustainability
reporting, by identifying both risks and opportunities.
The company acknowledges its dependence on
access to water, and associated infrastructure, for a
significant portion of its major operations, and the
unavailability of water for any reason would have
significant negative impacts on its bottom line. BHP
further recognises that access to high-quality water is
an issue of growing international importance and a
key challenge for sustainable development. To
address the risk of potential water shortages and to
mitigate the associated impacts, BHP has set a
five-year target to improve its ratio of clean water to
recycled water use by 10%. In addition, it is
investigating risks and opportunities for access, reuse
or recycling, efficiency and responsible disposal. In
2009, the company reported that 42% of its
consumed water was from recycled sources, which
was an 8% improvement over 2007.
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BENCHMARKING AND GUIDELINES

This section examines companies’ use of nationally or
internationally accepted benchmarking guidelines in their
reporting, specifically in reference to water issues. These
include the adoption of the: UNGC; GRI; AA1000
(AccountAbility series of sustainability standards); CEO
Water Mandate; and for financial companies, the Equator
Principles and the United Nations’ Environment Program
Finance Initiative (UNEP FI). Scores were dependent on
companies’ referencing of such guidelines, and on their
providing detailed information on how they were applied in
reference to water issues.

Eighteen out of 32 companies referred to the use of
guidelines in their sustainability reporting and achieved a
score of 25% or higher (see Figure 7). Two companies with
the top score, 75%, Woolworths Ltd and Lihir Gold Ltd,
provided detailed descriptions on the use of the GRI Index,
UNGC principles and AA1000 Assurance Standard. Some
companies made very limited or no disclosure on water
issues and, overall, 14 companies scored 0%. The average
score of all 32 companies in this criteria group was 22%.

Figure 7: Number of companies in each score range,

‘Benchmarking’ criteria group

Score
75-100% (2)

Score
0% (14)

Score
50-74% (6)

Score
25-49% (9)

Score
1-24% (1)



The most commonly used reporting guideline was the GRI,
which was adopted by 17 of the 32 companies. Only seven
companies had their sustainability reporting assured
according to the AA1000 Assurance Standard, and six
companies mentioned the incorporation of the UNGC
principles, though not all were official signatories. None of
the companies in this study group referred to the use of
the voluntary principles of the CEO Water Mandate. It
should be noted however, that as of 1 May 2010, only one
ASX 50 company was a signatory to the CEO Water
Mandate,!? and therefore this global initiative is yet to be
commonly recognised by Australian companies.

Figure 8: Top-performing companies in the ‘Benchmarking and

guidelines’ criteria group

Best practice case study: Formal adherence to multiple
standards

WOOLWORTHS LTD - SCORE 75%

Woolworths Ltd (Woolworths) used a number of
complementary international guidelines in its
sustainability reporting for 2009. It applied the GRI
framework to its reporting to an ‘A+’ application level,
and was assured in accordance with the AA 1000
Assurance Standard. Woolworths also became a
signatory to the UNGC in 2009, making a formal
commitment to upholding the Principles throughout
its operations.

Woolworths has made the decision to apply more
than one of these widely recognised standards
formally and to use the frameworks in meaningful

Score % complement with each other.
Linir Gold Ltd | 75
Woolworths Ltd | 75
Transurban Group _ 62.5
AGL Energy Ltd ] 50
BHP Billiton Ltd ] 50
Newcrest Mining Ltd _ 50
Rio Tinto Ltd I 50
Stockland I 50
Qantas Airways Ltd _ 31
Brambles Industries Ltd - 25
CSL Ltd [ ] 25
Foster’s Group Ltd - 25
Orica Ltd [ ] 25
Origin Energy Ltd - 25
Santos Ltd [ 25
Wesfarmers Ltd - 25
Woodside Petroleum Ltd - 25

12. Westpac Banking Corporation is a signatory but was not included in this
study.
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CONSUMPTION

The ‘consumption’ criteria group considered quantitative
disclosure of water consumed. The criteria group was
broken down to consider total consumption, a breakdown
of disclosure into fresh, potable, recycled or reused water,
intensity of consumption, and disclosure of water sources
(mains water, reservoirs, aquifers, bores, etc). Higher
scores were awarded for specific, quantitative disclosure.

Figure 9: Top-performing companies in the ‘Consumption’

criteria group

%
Foster’s Group Ltd _ 100
Rio Tinto Ltd D oo
BHP Billiton Ltd Dl s
Bluescope Steel Ltd [N s
Lihir Gold Ltd s ers
Stockland Dl ers
Fortescue Metals Group _ 75
Newcrest Mining Ltd _ 75
OneSteel Ltd I 75
Santos Ltd ] 75
Transurban Group NPV _ 75
Wesfarmers Ltd _ 75
Woolworths Ltd ] 75
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The consumption category has the highest average scores
of the six key criteria groups, and the overall average score
of the 32 companies was 50%. The average of the top 10
companies was 83%, with scores ranging from 100% (Rio
Tinto Ltd and Foster’s Group Ltd) to 75% (scored by seven
companies).

Quantitative disclosure was most evident for ‘total water
consumption’, which was disclosed by 20 of the 32
companies. While more than one-half of the companies
mentioned some aspects of ‘breakdown of water use’ and
‘water source’, only 14 provided full quantitative reporting
on the ‘breakdown of water use’. Twelve companies
reported data on the amount of water used from each of
their various sources. The least disclosed indicator was
‘intensity of consumption’, for which only eight of the 32
companies provided quantitative disclosure. Even among
the top 10 companies in this category, only three (Rio
Tinto Ltd, Foster’s Group Ltd, and Stockland) provided
figures on the intensity of water use in their operations.
Despite the high average score in the consumption criteria
group, most ASX companies seem to be struggling to
analyse and fully disclose quantitative performance
figures, other than for total water consumption.



Best practice case study: Comprehensive quantitative
disclosure

RIO TINTO LTD - SCORE 100%

Rio Tinto Ltd (Rio Tinto) demonstrated best practice
in its water data compilation and public reporting
through its provision of comprehensive quantitative
data of its water use. Rio Tinto reported its water
consumption by distinguishing the type of water used
as ‘freshwater’ and ‘poor water’ and disclosed the
percentage of water used per source. In 2009, Rio
Tinto withdrew 42% of its water from fresh sources
and 58% from poor sources. Of this, marine water
(poor water) accounted for 51%, imported surface
water (freshwater) accounted for 27% and other
sources included imported groundwater (fresh and
poor water), on-site impounded water (poor water)
and on-site groundwater (fresh and poor water).

Breaking down and analysing the use of water by
source allows companies to identify specific risks by
water source and to establish detailed targets on how
to mitigate such risks in certain areas. Rio Tinto has
established a group target to reduce freshwater use
per tonne of product by 6% in 2013 from a 2008
baseline.

DISCLOSURES ON WATER

GOVERNANCE

The governance criteria group examines how water risks
and other issues are being addressed and managed within
a company. This report considers the management
structures that are in place to respond to water-related
issues, and how water management is implemented and
integrated across business operations. It also seeks
evidence of whether targets have been set by companies
to reduce water consumption, alternative supply sources
sought, water efficiency products or services developed,
and education provided to employees to change
behaviours around the efficient use of water.

Overall performance by all companies in this area was
quite low; the average score being 25%. The top score
achieved was 56% (Foster’s Group Ltd), which was the
lowest high-score for any of the main criteria groups
examined in this report. The average of the top 10
companies was 43%, with Foster’s Group Ltd leading the
way (see Figure 10).

Figure 10: Top-performing companies in the '‘Governance'

criteria group

Score %
Foster's Group Ltd _ 56.3
Woolworths Ltd ] 50.0
Leighton Holdings Ltd [ 469
BHP Billiton Ltd ] 4358
Stockland [ ] 438
Rio Tinto Ltd [ 406
Santos Ltd I 406
OneSteel Ltd _ 40.6
Orica Ltd [ 406
Amcor Ltd [ ] 375
Coca-Cola Amatil Ltd ([N 375
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The study showed that few companies have a system in
place at board level to address and manage water-specific
risks (8 out of 32 companies), nor did many companies
have initiatives in place to educate employees specifically
on water issues (6 out of 32 companies). Nonetheless, 24
companies mentioned the use of alternative water
supplies, such as recycled or reused water, and 10
companies had quantitative water-performance targets.
The low average score implies that, while companies may
have initiatives in place to monitor and improve water
performances (as seen from the consumption and
implementation criteria groups), there seems to be a lack
of strategic water-specific management systems on a
company-wide basis. For example, Newcrest Mining Ltd
has one of the lowest scores (13%) in the governance
criteria group, despite scoring the highest (71%) in the
implementation criteria group. In addition, none of the 32
companies provided disclosure on water offset initiatives,
which highlights that the concept of water-neutrality and
its practical implications are not yet recognised by
Australian businesses.
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Best practice case study: Governing global performance

FOSTER'S GROUP LTD - SCORE 56%

Foster’s Group Limited (Foster’s) has a set of
environmental performance metrics that are used
globally to facilitate the collection of data on energy
and water consumption, waste generation and GHG
emissions. The Web-based database provides a
central repository for data from 90 environmental
metrics that are collected from 108 production sites.
Foster’s rolled out the database over a six-month
period in 2009; the rollout included online training
and development of data collection protocols to
ensure consistency and accuracy across all
operations. The development of this database has
enabled Foster’s to report on progress against
targets, as well as meeting requirements for a number
of mandatory reporting regulations.

In addition to this globally shared set of metrics,
Foster’s Group had other initiatives for the governance
of water in its operations, and its employee education
programme was particularly notable. The company
launched a week-long global environmental
awareness campaign coinciding with World
Environment Day, during which employees were
provided with information about the company’s
environmental goals, objectives, initiatives and
achievements. The key topics covered were energy,
carbon, water, waste, product stewardship, and
leadership and advocacy. Foster’s Group aims to
achieve a 10% reduction in water use per unit of
production by 2011 from a 2007 baseline.




IMPLEMENTATION

The implementation criteria group looks at the methods
employed within a company’s operations to reduce the
effects of water-related issues. It takes into consideration
use, disposal and relationships with other bodies.
Programmes to use water more efficiently, to manage
water disposal effectively and to manage legacy impacts
(remediation and so on) were examined, as were
programmes to recycle or reuse water. This research also
looked at whether or not companies were working with
other industry bodies, including utility companies, non-
governmental organisations (NGOs) and communities, to
address or manage water initiatives, and whether
quantitative disclosure was made regarding waste water.

Performance in this section ranged from 71% to 0%, and
the overall average was 26%. The average of the top 10
companies was 43%, which was towards the lower end of
the scores of all the six key criteria groups. Newcrest
Mining Ltd provided the most disclosure in this area, with
a score of 71%, followed by Rio Tinto Ltd (57%) and
Transurban Group (53%). It is also noteworthy that only
three companies scored above 50% (see Figure 11).

Figure 11: Top-performing companies in the ‘Implementation’

criteria group

Score %
Newcrest Mining Ltd _ 71.4
Rio Tinto Ltd ] 57.1
Transurban Group NPV _ 53.6
Foster’s Group Ltd _ 50.0
Lihir Gold Ltd I 50.0
Santos Ltd I 429
Origin Energy Ltd _ 39.3
BHP Billiton Ltd [ 357
BlueScope Steel Ltd _ 35.7
Coca-Cola Amatil Ltd _ 321
Leighton Holdings Ltd [ NN 321
OneSteel Ltd [ ] 32.1
Stockland I 321
Woolworths Ltd [ ] 321

DISCLOSURES ON WATER

Despite the low overall average, 31 out of 32 companies
mentioned the implementation of water programmes, such
as the improvement of water efficiency or water recycling.
Full quantitative disclosure was, however, absent from
most companies’ reporting in the areas of wastewater
disposal and water recycling, as was information regarding
strategies to manage legacy impacts. It was found that 16
of the 32 companies stated that they worked with other
relevant industry bodies to manage water-related impacts,
but only seven provided further details on such
participation. The results highlight that water improvement
programmes are commonly implemented in many
Australian companies, but that such positive initiatives are
not necessarily as comprehensively reported publicly.
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Best practice case study: Quantitative disclosure and

industry participation

NEWCREST MINING LTD - SCORE 71%

Newcrest Mining Limited (Newcrest) provided the
most disclosure on its initiatives to manage
operational water risks and provided quantitative data
on water consumption, recycling and wastewater
discharge. Three out of the four mining sites were
reported to be ‘non-discharge’ sites, which maximise
the retention of water within the sites. At the Cadia
Valley site, water was returned to the process plant
from the tailings dam as much as possible (on
average 80%), and casual surface and by-products of
dewatering were utilised within the process circuit.
Newcrest stated that water recycling at Cadia Valley is
estimated to provide 82.5% of daily requirements (99
megalitres per day out of a total water demand of 120
megalitres per day).

Along with the implementation of water-related
programmes in the company’s operations, Newcrest
Mining engaged in industry initiatives to address
water-related effects in the mineral industry. Newcrest
Mining participates in the Minerals Council of
Australia’s Water Working Group, which aims to
develop a water accounting framework for the
minerals industry. The framework provides a
consistent approach for quantifying and reporting
water flows and enables comparison and sharing of
water planning processes in the industry.
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SUPPLY CHAIN AND STEWARDSHIP

Looking outside a company’s direct operations, this criteria
group examines what policies, programmes and practices
companies have in place to manage water risks within their
supply chains and in the communities in which they
operate. The presence of policies and/or other initiatives to
manage water issues within the supply chain were
considered. Additionally, consultation and engagement
with other stakeholders, including community groups,
regulators, NGOs and other industry bodies, were taken
into account.

The overall average in the supply chain and stewardship
criteria group was 17%, the lowest among the six key
criteria groups. Within the top 10 companies, while the
average score was 38% — higher than that of the overall
average — the performances of individual companies varied
significantly. The only company to score above 50% was
Coca-Cola Amatil Ltd, with Leighton Holdings Ltd, Rio Tinto
Ltd and Woolworths Ltd also demonstrating some evidence
of leadership (see Figure 12).



In this criteria group it was evident that, while companies
had made efforts to engage with community stakeholder
groups to mitigate the water-related effects experienced by
such stakeholders from the company’s operations, there
was little consideration of risks in relation to the supply
chain. Many companies (21 out of 32) had mentioned
incorporating water initiatives in stakeholder consultation,
but only seven companies had some form of policy or
initiative in place to reduce water risks originating from
their supply chain. In addition, the 32 companies disclosed
limited evidence of strategies and systems to engage with
stakeholders on water issues, and only five companies
described the mechanisms in place to conduct stakeholder
engagement.

Figure 12: Top-performing companies in the 'Supply chain and

stewardship' criteria group

Score %
Coca-Cola Amatil Ltd [ NN 66.7
Leighton Holdings Ltd [ NN AR 50.0
Rio Tinto Ltd ] 50.0
Woolworths Ltd ] 50.0
Foster's Group Ltd _ 41.7
Wesfarmers Ltd _ 33.3
AGL Energy Ltd e 25.0
Amcor Ltd [ ] 25.0
Lend Lease Corporation Ltd - 25.0
Newcrest Mining Ltd - 25.0
Stockland - 25.0

DISCLOSURES ON WATER

Best practice case study: rainwater tank provides water to
nearby community

COCA-COLA AMATIL LTD - SCORE 67%

Coca-Cola Amatil Ltd (CCA) has constructed a million-
dollar underground rainwater harvesting tank at its
Northmead operations in 2007. The tank can hold
more than two million litres of water and provides
water for CCA’s onsite use as well as for the
community. Water from the tank is piped under the
highway and stored in tanks of the Arthur Phillip
Reserve, a sports and recreational park in the local
neighbourhood, and is used to irrigate the grass all
year round. The Northmead plant is the first
manufacturing plant to receive a five-star rating for
water management from Sydney Water under the
‘Every Drop Counts’ business programme. CCA has
consulted with neighbouring communities and the
local council to understand their needs. Work is
underway on a comprehensive redevelopment plan
for the Reserve, to include seating, landscaping and
the replacement of old cricket nets.
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6. Conclusions and recommendations

CONCLUSIONS

This research shows that while water-related issues are
frequently being addressed in sustainability reporting,
there is still room for many companies to improve their

disclosure on the management of water-related risk issues.

The research also highlights the need for a common
reporting standard for water disclosure, particularly
lagging when compared with other recent mandating of
reporting around greenhouse gas (GHG) emissions and
energy consumption. In response to restricted water
allocations, arising from drought conditions across
Australia, and strong community awareness, many
companies have developed positive initiatives to
incorporate efficiency measures, water recycling and the
use of alternative water sources into their operations. In
practice, reporting on the effect of such programmes is
not always comprehensive and frequently lacks
quantitative data analysis, which in this research has
prevented several companies from achieving high scores.

The research also found that while water is considered to
be a material business risk by many companies, limited
evidence is disclosed on how such risks are addressed
strategically at the management level. There also appears
to be little evidence available on initiatives targeting risks
to supply chains or communities, or to address water-
related gaps in employee education and governance. It is
also suggested that companies could improve their
governance of water issues by establishing committees at
board/executive level specifically to address water-related
risks. The success of managing each of these elements
also requires companies to recognise the growing need to
understand and respond better to evolving stakeholder
expectations, not just those of regulators, but also those of
people directly affected by their activities, such as
investors, employees and communities.
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It is also important for businesses to understand why
water disclosure is critical to achieving credible
sustainability and to displaying corporate responsibility.
Performance against this issue is increasingly being
scrutinised and measured by a wide range of relevant and
interested stakeholders. Particularly in the Australian
context, water management has a heightened sensitivity,
and the awareness and dialogue of both water availability
and quality issues will further evolve in coming years.
Ultimately, and inevitably, corporations operating in
Australia will have to manage this precious resource
robustly, and will be expected to disclose their
responsibility for water management even more
comprehensively.



RECOMMENDATIONS

Benchmarking

Companies need to adopt an established and
internationally accepted benchmark. Some companies
declared the use of the GRI framework, but did not fully
disclose data according to the framework or did not make
it clear how and what indicators were used. Other
organisations were apparently engaged in water-saving or
management activities but were not reporting on their
progress against these activities.

Integrated reports

Companies need to adopt integrated reporting methods,
so stakeholders can understand more clearly the
connections between various subsidiaries and/or operating
units and have a clear appreciation of the company’s
overall performance against corporate strategy. While
reporting performance for different operating units and/or
subsidiaries of a company is useful for some purposes, it
is critical that stakeholders are provided with an
explanation of how a company as a whole (at the group
level) is performing. This is part of a transparent picture of
company performance.

Managing risk

Companies need to communicate more effectively their
understanding of water as a business risk. Although some
examples were found in this research, there is a general
lack of disclosure of companies’ efforts to identify and
understand the threats or opportunities posed by water
issues.

Materiality

Improved disclosures must include reporting on the
materiality of water through quantification of exposure to
risk and opportunity, either in monetary terms or
production-based reporting, notably, water intensity
measures.

Measurement

There is an apparent lack of quantitative disclosure in the
current reporting, particularly in relation to data on water
discharge, breakdown and source of water used, recycling
and reuse. Companies must establish systems to collect
and analyse various water performance data on a
company-wide basis.

DISCLOSURES ON WATER

Goals and targets

Companies should report on their goals or targets for
water-related risks, particularly in the areas of
consumption, discharge, efficiency and recycling. This
should include disclosure of the process by which these
targets were set, the baseline and how progress will be
measured.

Education and awareness

Companies should report more comprehensively on
employee education initiatives. Many companies did not
explicitly state whether water and water management
issues were covered in employee training, which is
generally labelled ‘environmental’ training.

Supply chain risk

Company reporting should reflect an awareness of
upstream and downstream water risks and opportunities
throughout the full operational life cycle and company
supply chain. This should include the development of
formal guidelines and processes.

Supply chain impact

Current disclosures do not address the wider impact of
companies’ supply chains, which will become increasingly
important in future. Though many companies have begun
reporting on efforts taken to reduce detrimental
environmental effects in the supply chain through green
procurement practices and the measuring of indirect GHG
emissions, no such guidelines or practices are being
reported with specific reference to water issues.

Community engagement

Companies for which water is a material issue should
develop and disclose formal community engagement
programmes where appropriate. The research indicated
that many companies lacked formal established
programmes for working with communities on water
issues. The lack of such programmes can be, or potentially
become, a risk to business operation and risk to brand, in
areas affected by limited access to suitable water sources,
drought, and competing interests.
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