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1 https://www.cdproject.
net/en-US/WhatWeDo/
Pages/overview.aspx 

2 The UK Climate Change
Act 2008 (CCA08) requires
government to determine
whether to mandate
reporting on greenhouse
gas emissions from April
2012

3 The sample was stratified
into three categories
based on market
capitalisation; the top 350
listed companies (“Tier 1”,
companies ranked from
351 – 750 (“Tier 2”) and
the smallest 350 listed
companies (“Tier 3”)

4 Formally reported
information is defined as
carbon information
presented either within a
company’s annual report
or in a corporate
responsibility or equivalent
report (i.e. not disclosed
only in web pages on a
company’s website)

“The first step towards managing
carbon emissions is to measure
them because in business what
gets measured gets managed.”

Lord Adair Turner, Chairman, UK Financial Services Authority

1. Executive summary

In going beyond the recommendations of the various
national and international reporting frameworks in
place, some companies reporting their carbon footprint
have presented extensive information in a way they
consider more meaningful to their stakeholders.
However, this does not aid comparison between
reports. Further, in the absence of prescriptive guidance,
this can result in extensive disclosure within a corporate
responsibility or equivalent standalone report, without
providing what we would consider to be the key
highlights within the annual report. But there are some
clear leaders in the field who embed carbon disclosures
into their annual reporting framework, reflecting an
attitude that this information is a core component of
overall performance.

But even with this in mind, only a handful of companies
in our sample came within striking distance of
complying with all of Defra’s recommendations,
indicating that a significant overhaul of existing carbon
reporting practices will be required if these guidelines
become mandatory.

Organisations are facing increasing pressure from
investors, customers and indeed employees, to
measure, report and reduce their carbon footprint.
Additionally, the associated cost savings in today’s
highly competitive environment are hard to ignore.

Lord Adair Turner, Chairman of the Financial Services
Authority, is quoted on the Carbon Disclosure Project
(“CDP”) website1 as saying that: “The first step towards
managing carbon emissions is to measure them
because in business what gets measured gets
managed.” 

In September 2009 the Department for the
Environment, Food and Rural Affairs (“Defra”) published
guidance on how to measure and report GHG
emissions (referred to as “carbon” or a company’s
“carbon footprint” in this report). Currently, this
guidance is voluntary but there is an indication that
reporting could become mandatory from 2012.2

So what are companies already reporting and to what
extent do they already comply with this guidance?

This report examines how a sample of 100 UK listed
companies publicly report their greenhouse gas (“GHG”)
emissions or their ‘corporate carbon footprint’,
compared to the guidance issued by Defra.

Our survey shows a high degree of variation in carbon
reporting practices and many companies, particularly
those outside the top tier of FTSE companies, could do
better. Highlights include:
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• 57% of companies reported carbon
information to some degree and all but one
company in Tier 1 did so.3

• 37% of companies ‘formally reported’4

numerical data on their carbon footprint;

• 20% of companies ‘formally reported’ a
specific target in relation to carbon reduction;

• Only 9% of companies disclosed that
information on carbon had been reported in
line with the Defra guidance; and

• Only 8% of companies stated that their
reported information had been assured by a
third party.
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Key findings
The wide variety of both formal and informal carbon
reporting practices identified does not facilitate
comparison between companies or industry sectors,
making it difficult to evaluate the relative performance
of companies in monitoring and reducing their carbon
footprint; a primary goal of the government in
publishing the Defra guidance.

Few companies made disclosures explaining year-on-
year movements in sufficient depth to enable readers to
gain a real understanding of a company’s performance
in the year in reducing their carbon footprint, or the
appropriateness of targets set.

Many companies failed to make basic disclosures
around the reporting methodology used, or accounting
principles applied, highlighting a lack of transparency
around measurement principles and reporting of carbon
footprints.

Restatements of previously reported information noted
correction of non-material errors, or updates to comply
with revised calculation guidance. Carbon reporting is in
its infancy relative to the financial reporting frameworks
in existence, and there are additional complexities
around measurement of carbon data. This heightens
the risk of errors in published information.

Seeing the wood for the trees
As we look forward, the quality of carbon data reported
will come under closer scrutiny, with a regulatory
framework for reporting, and the audit regime that this
entails, impacting UK companies within the CRC Energy
Efficiency Scheme for the first time this year. For these
organisations, the financial cost of consuming energy
in the UK has further increased following the revisions
to the CRC made by the Government in the
Comprehensive Spending Review in October 2010.
Moreover, with the publication of rankings under the
CRC, the reputational cost of failing to manage the
corporate carbon footprint, or failing to report it
faithfully, remains significant. Senior executives should
focus on the quality and accuracy of information they
are using to make strategic decisions around energy
and carbon management. Carbon data needs to be
useful – and used – as part of this strategy. The missed
opportunities, and risks, that arise from ‘getting it
wrong’ will increase.

Although there are emerging leaders in carbon
reporting, many companies need to begin to think
seriously about these requirements and equip
themselves to compile the type of information
recommended by the Defra guidance. For a start, this
should help them to focus on where they can cut
emissions and save costs. Secondly, this will give them
a chance to embed reporting systems, processes and
controls.

Our survey highlights a number of ‘best practice’
disclosures to show how leading companies are
reporting elements of their carbon footprint. It also
includes a reporting checklist and illustrative carbon
disclosures for an annual report, drawing on our
findings to provide a practical guide to assist preparers
with their carbon reporting. 

We hope that you will find this survey a useful insight
into the current state of formal reporting of carbon
emissions – ‘carbon reporting to date’.

As we look forward, the quality of
carbon data reported will come
under closer scrutiny.

Carbon data needs to be useful –
and used – as part of an
organisation’s energy & carbon
management strategy.



2. Carbon reporting framework 
– what guidance is available?
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Introduction
Carbon reporting guidelines exist both in the UK and
internationally, but are still relatively early in their
development. The ‘GHG Protocol’,5 which introduced a
number of standardised methods for GHG accounting,
was first published within this decade. Few jurisdictions
mandate carbon footprint reporting. Entities in the
scope of regulated emissions trading schemes are
required to report information on regulated emissions,
but these often only constitute a subset of their total
carbon footprint. As such, today an accepted single
global framework for carbon reporting does not exist,
with the result that there is the potential for
inconsistencies and a lack of comparability in reporting
across different jurisdictions and different organisations.
On the positive side, an increasing number of
organisations have embraced the voluntary reporting
indicators and guidance offered by the Carbon
Disclosure Project6 and the GHG Protocol.

The Climate Disclosure Standards Board7 issued a
Climate Change Reporting Framework in September
2010 which is intended to provide guidance for the
integration of climate change related information into
mainstream corporate reporting. 

Existing reporting regulation is likely to be the thin end
of the wedge. As the number of emissions trading
schemes (and associated compliance cost) increases, it
is likely that companies will be required to disclose
sustainability and/or environmental risk as a key risk in
the narrative report section within their financial
statements. The Companies Act 20068 already requires
large UK companies to report on material non-financial
key performance indicators which include those relating
to environmental matters, within the business review of
their directors’ report.

The Department for Business, Innovation and Skills
(“BIS”) has recently undertaken a consultation on the
future of narrative reporting, the results of which will be
published by the end of 2010. The objective is to
significantly improve the quality of narrative reporting
including on social and environmental issues.

The European Union’s Cap and Trade Emissions Trading
Scheme (the “EU ETS”) has captured only the largest
emitters, but the CRC Energy Efficiency Scheme (“CRC”)
captures a much broader spectrum of ‘ordinary’
companies. The first public rankings from this will be
published in October 2011. Turning specifically to UK
carbon disclosure frameworks, Defra published
guidance on ‘How to measure and report your
greenhouse gas emissions’ (the “Defra guidance”) in
September 2009. Although the guidance is currently
voluntary, the Climate Change Act 2008 requires the
government either to mandate carbon footprint
reporting by 6 April 2012 or explain why it has not
done so. Under the Climate Change Act, the UK
government has set targets to reduce UK carbon
dioxide (“CO2”) emissions by at least 26-32 per cent by
2020). The principle behind publishing guidance for
reporting is that measurement of emissions is an
essential first step towards reduction.

5 The accounting and
reporting standard for
GHG emissions. The 
first edition of “The
Greenhouse Gas Protocol:
A Corporate Accounting
and Reporting Standard”
was published in 2001 and
a revised edition published
in 2004 (http://www.
ghgprotocol.org/files/ghg-
protocol-revised.pdf)

6 The Carbon Disclosure
Project (“CDP”) was
launched in 2000. In 2010,
3,000 organisations
globally measured and
disclosed their greenhouse
gas emissions and climate
change strategies through
CDP, with the latest
reports of this information
published in October
2010. For more
information see the CDP
website:https://www.
cdproject.net/

7 The Climate Disclosure
Standards Board (CDSB)
was formed at the 2007
annual meeting of the
World Economic Forum in
response to increasing
demands for standardised
reporting guidelines on the
inclusion of climate
change information in
mainstream reports.
http://cdsb-global.org/

8 Section 417 (5) & (6) of
the Companies Act 2006 

The routes to accessing carbon information
about UK companies are becoming
increasingly extensive every year. The Carbon
Disclosure Project (“CDP”) obtains carbon
information reported on a voluntary basis
from more than 3,000 bodies internationally.
CDP’s questionnaire-based information
request now extends to asking organisations
to give their view on the opportunities that
climate change affords them. Certain investor
sites such as google finance pick out carbon
reporting as a key performance indicator.
One would expect the opportunities and/or
risks resulting from climate change to be
considered in corporate valuations when
considering merger or acquisitions. But how
much of that insight is published, and by
how many companies, within a formal and
reliable reporting framework? 



9 http://www.iso.org/

10 The Defra guidance states
that “It is based on the
GHG Protocol, the
internationally recognised
standard for the
corporate accounting and
reporting of GHG
emissions. This means it
aligns with many widely
used national and
international voluntary
measuring and reporting
schemes such as the
International Organisation
for Standardisation (ISO)
14064-18 and the Carbon
Trust Standard. 
The guidance also
complements both PAS
20509 and ISO 1404010
which can be used to
measure the carbon
footprint of products.”

The real challenge for any company is to provide clear,
meaningful information in the annual report.

The Defra guidance provides a relatively straightforward
reporting framework, comprising numerical information
supported by narrative explanations. If followed to the
letter, it may not give the most forward-thinking
companies sufficient latitude to present their carbon
information in the way they consider to be most
relevant to their stakeholders. Greater detail may
already be provided by these companies within their
corporate responsibility reports. But in our view the real
challenge for any company is to provide clear,
meaningful information in the annual report which is
not too long, and relevant to readers for whom carbon
data is not an end in itself, but integral to their
understanding of the company’s performance.

Some may feel that Defra’s template is more extensive
than needed for this purpose. Our illustrative carbon
disclosures (Appendix 2) reflect a practical response to
Defra’s recommendations, limiting the information
disclosed in the annual report to the key qualitative and
quantitative information. It needs to tell a clear story. As
carbon reporting practice progresses, the hope is that
consistency will evolve in the presentation of carbon
disclosures.

Background to the Defra guidance
There are a number of voluntary international and
national guides for measurement and reporting of
carbon that have arisen over the last decade. As well
as the GHG Protocol, first issued in 2001 and revised in
2004, examples include ISO 14064-1,9 the Carbon
Disclosure Project (“CDP”) which created a voluntary
channel for publication by companies of a suite of
carbon-related disclosures, and the reporting
requirements of schemes such as the EU ETS or of 
other Climate Change Agreements.

The Defra guidance is based on the GHG Protocol,
like many existing measurement tools and guidance.10

One of the goals of the Defra guidance is to encourage
consistency among organisations reporting in the UK,
Defra’s aim being “to support UK organisations in
reducing their contribution to climate change.”
The guidance explains how to measure carbon
emissions and set targets to reduce them.
The challenges for reporting organisations will be
around gathering accurate carbon data as well as
moving forward on a carbon reduction strategy.
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3. Objectives and basis

11 Information found on a
company’s website
within 5 minutes of
searching was considered
‘easily available’ for the
purposes of our survey

Figure 1. Composition of survey sample by industry 
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Basis for survey questions
This survey’s purpose is to review specifically the
carbon information disclosed by companies and
compare this against the guidance set out in specific
frameworks in place around carbon reporting. As set
out in section 2, there are a number of frameworks in
existence for voluntary carbon reporting, but it is
important to assess performance against specific
guidance. The chosen population for the survey
sample is UK listed companies, so we have formed an
assessment against the Defra guidance published in
September 2010.

Sample selection
A sample of 100 listed UK companies was randomly
selected. The sample was then stratified into three
categories: the top 350 listed companies by market
capitalisation (“Tier 1”), companies ranked from 
351 – 750 (“Tier 2”) and companies within the smallest
350 listed companies by market capitalisation (“Tier 3”).
These three categories included 34, 33 and 33
companies respectively. The composition of this sample
by industry is illustrated in Figure 1.

The main objectives of this survey were to consider how
practices in carbon reporting have developed to date
under the non-mandatory carbon reporting environment
in place in the UK. In particular, the survey reviews:

• what type of information on carbon companies report
(e.g. narrative and numerical data, basis for GHG
reporting, comparative information, baselines and
targets);

• how closely published information compares to the
recommendations in the Defra guidance;

• where companies report this information; and 

• whether this information is assured (independently
audited).

Some companies provide a summary of carbon
information in their annual report with far more
extensive details in a sustainability/corporate
responsibility (“CR”) report. This is a voluntary but
increasingly popular report, particularly for larger
companies; 98% of the FTSE 100 published such a
report in 2009/2010. Given there is currently no strict
requirement for where carbon information would be
disclosed, the survey was conducted by reviewing the
annual reports and CR or equivalent reports for a
sample of 100 listed UK companies, published in 2010.
For completeness we also reviewed any carbon
information that was ‘easily available’11 on the 
websites of these companies. 
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4. Summary of results 

Tier 1 Tier 2 Tier 3 Total number of
companies12

Overall 

% who reported carbon data (in annual report,
CR or equivalent report, or on website)

97% 58% 15% 57

% with carbon information contained in Annual
Report (“AR”) 

82% 48% 12% 48

% citing carbon as a key risk in AR 3% 0% 0% 1

% citing a key performance indicator (“KPI”)
relating to carbon in AR 

26% 9% 0% 12

% with a CR or equivalent standalone report 100% 70% 33% 68

% with carbon data contained in a CR or
equivalent standalone report

94% 39% 6% 47

% producing a standalone report containing
carbon data but with none of this data included
within AR

15% 6% 3% 8

% with carbon data contained in web pages on
website13

68% 33% 9% 37

% providing a link to this information on their
website in AR 

38% 3% 0% 14

CDP participant 2009 82% 0% 0% 28

Formal carbon reporting practices14

% of companies disclosing numerical carbon data 74% 30% 6% 37

% including table of carbon data 65% 18% 3% 29

% disclosing comparatives 71% 18% 3% 31

% disclosing baseline 44% 9% 3% 19

% disclosing specific carbon reduction target 53% 3% 3% 20

% referring to specific reporting framework 44% 12% 0% 19

% referring to DEFRA guidelines 21% 9% 0% 10

% with data assured 24% 0% 0% 8

12 Total sample of 100
listed UK companies,
which has been stratified
into three categories:
Tier 1, 2 and 3,
consisting of 34, 33 and
33 companies
respectively 

13 Such companies may
have formal reports
which include carbon
information; in some
cases the web pages
provide additional
information, in others
they replicate
information from formal
reports

14 Formal carbon reporting
practices relate to carbon
information presented
either within a company’s
annual report or in a CR
or equivalent report 
(i.e. not disclosed only in
web pages on a
company’s website)
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5. Results

26% of the top tier disclosed key performance
indicators (“KPI”); however only 2% of companies
outside Tier 1 reported this. 

• nine companies produced a standalone CR report
containing carbon data but did not include any of this
information in their annual report; and

• no companies only reported carbon data on their
website.

The rest of this section focuses on carbon information
presented formally either within a company’s annual
report or in a standalone report. Where companies
disclosed information in both their annual report and in
a separate standalone report, our results are based on
the report containing the most information on carbon.
We take a brief look in Section 6 specifically at the
information contained in companies’ annual reports in
relation to the requirements of Companies Act 2006. 
In Section 7, we specifically consider the information
that companies in our sample reported on their website.

5.2 Presentation of core information
The number of pages dedicated to the reporting of
carbon data varied from a single sentence through to
separate sections within CR reports of up to 9 pages in
length, but with no companies outside of the top tier
reporting more than 2 pages of carbon information. 
The discrepancy between the carbon reporting practices
between tiers noted in 5.1 above is further reflected in
the analysis of the type of information reported. Figure 3
illustrates the percentage in each tier formally reporting
narrative and numerical data.

5.1 The basics
Carbon data could be located for 57% of companies
surveyed, with only one in the top tier of FTSE
companies not reporting any carbon information. 
19 companies (58%) in Tier 2 and 5 companies (15%) in
the bottom tier published carbon footprint information.

The analysis by industry (see Figure 2) reveals that all
professional services companies surveyed and more
than 86% of companies in the energy, infrastructure
and utilities sector, and the tourism, hospitality and
leisure industries reported carbon data, whilst 58% of
companies surveyed in the technology, media and
telecommunications industry and 55% of
manufacturing companies did not report any carbon
data. However, as the sample size for some industry
groups was relatively small, it is hard to draw industry-
specific conclusions.

Where companies were reporting carbon data:

• 84% reported information on their carbon footprint
in their annual report, most frequently in the
Corporate Responsibility (“CR”) section of the
narrative commentary;

7Carbon reporting to date Seeing the wood for the trees 

Figure 2. Percentage reporting carbon data by industry 
group
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Figure 3. Analysis of narrative or numerical data being reported

Narrative and numerical data Narrative data only

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Tier 3Tier 2Tier 1 



Geographical breakdown
The Defra guidance also recommends presentation of
carbon data broken down by country. Two companies
provided a geographical breakdown by region (rather
than country) in their reports. The geographical
breakdown disclosed in HSBC Holdings PLC
Sustainability Report 2009 is shown in Figure 5. 
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Presentation of information
The template provided in the Defra guidance presents
carbon footprint data in tabular format.

In our sample, 29 companies presented their carbon
data in tabular format, with a number of companies
preferring to present this information in graphical
format. In some cases this arguably provides a clearer
illustration of the company’s carbon footprint for
readers of the report. The extract from Wm Morrison
Supermarkets PLC CSR Review 2009/10 in Figure 4
enables a reader to quickly assess the extent of carbon
reductions over time and the composition of the
company’s carbon footprint. 

Figure 4. Extract from Wm Morrison Supermarkets PLC CSR Review 2009/10

Figure 5. Extract from HSBC Holdings PLC Sustainability Report 2009 

Assurance
There is no current requirement for companies to obtain
any level of assurance over carbon data reported;15

however companies may choose to obtain assurance
around their carbon disclosures and to disclose the fact
that the data is assured, thereby increasing stakeholder
confidence in its quality. Only 8 companies in our
sample clearly stated that they had obtained
independent assurance of the corporate responsibility
data, including carbon data. 5 of the 8 companies
disclosed an assurance opinion making reference to a
specific assurance standard, being either ISAE300016 or
AA1000 (AS).17 The other 3 companies did not disclose
the assurance opinion given but stated that the
information had been assured by an independent party.

5.3 Basis of reporting
19 companies in our sample made reference to their
report being compliant with a reporting framework,
with 10 of these companies referring to the Defra
guidance specifically; 6 made this statement in their
Annual Report.

This section analyses the carbon information formally
reported in line with the Defra guidance by all
companies in our sample, as more than 10 companies
may be compliant with the Defra guidance in their
reporting but just do not disclose this fact. 
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This suggests that the data to comply with the Defra
guidance is already being collected for a wider number
of companies than those companies with Defra-
compliant disclosures, but perhaps companies are
choosing to present this information to stakeholders in
what they consider to be a more user-friendly format. 
It can be argued that breakdowns, for example the
disclosures made by Glaxo Smith Kline PLC and
Vodafone Group PLC shown in Figure 6, may provide
clearer information to the readers of their reports, but
may not facilitate a comparison of carbon footprints
and their composition between companies.

15 For those companies
subject to financial
statements audit
requirements,
information on
environmental matters
reported in the Annual
Report and Accounts will
be assessed by the
External Auditors as to
whether it is consistent
with the Financial
Statements

16 International Standard
on Assurance
Engagements (“ISAE”)
3000, “Assurance
engagements other than
audits or reviews of
historical financial
information”, was
initially issued by the
International Federation
of Accountants in June
2000 and revised in 2003

17 The AA1000 Assurance
Standard was initially
issued by AccountAbility
in 2003 and revised in
2008

18 Refer to the “Glossary”
section for further
information

Reporting scopes
The majority of our sample reporting numerical data did
provide a breakdown of their carbon footprint,
although only a few companies disclosed a sub-analysis
of their carbon footprint using the terminology in the
Defra guidance and GHG Protocol, “Scopes 1, 2 and
3”.18 Out of the 37 companies disclosing numerical data
on their carbon footprint, 20 did report some data for
different types of emissions falling within all three
scopes; but they did not necessarily use these terms to
describe their disclosures.

Figure 6. Extracts from Glaxo Smith Kline PLC Corporate Responsibility Report 2009 (left) and Vodafone Group PLC
Sustainability Report (right) for the year ending 31 March 2010



19 https://www.cdproject.
net/en-S/Results/Pages/
overview.aspx. We note
that 20 companies in our
sample reported all 3
scopes in their response
to the 2010 CDP
questionnaire (see
https://www.cdproject.
net/CDPResults/CDP-
2010-FTSE350.pdf)

20 http://www.bbc.co.uk/
news/science-
environment-11172239 

This issue of not reporting carbon associated with the
full supply chain, in particular carbon embedded in
imports, has been more widely acknowledged recently
by the Department of Environment and Climate Change
(“DECC”) in evaluating trends in the UK’s overall carbon
footprint. In September 2010, the UK government’s
chief environment scientist called for more openness,
commenting:

“At face value UK emissions look like they have
decreased 15% or 16% since 1990. But if you take in
carbon embedded in our imports, our emissions have
gone up about 12%. We’ve got to be more open about
this.”20

However, it is not surprising, as carbon reporting is still
evolving, that companies focus first on reporting the
carbon they can most easily measure. 

Methodology 
Our survey noted a lack of transparency in relation to
the disclosure of the methodology for calculating
carbon footprints. The main findings from our sample
are below:

Boundary: Only 4 companies clearly defined the
boundary of their reported carbon footprint, indicating
whether carbon reported related to business activities
over which the company had financial control or over
which the company had operational control. 

Exclusions: 12 out of the 37 companies disclosing
numerical data on their carbon footprint disclosed
information surrounding specific sources of carbon that
had been excluded. But only one company disclosed an
estimate of the proportion of global emissions excluded
as a result of this; without such an indication, the other
disclosures on excluded sources were not very
meaningful.

Treatment of offsets: Only 5 companies in our sample
explicitly disclosed carbon offset as part of their carbon
footprint data; this could be the result of differences
between the various sources of voluntary guidance
available on how to treat offset activities.

A comparison of the 2009 CDP results19 with the results
of this survey for Tier 1 companies further reveals that
all but 3 of the 18 Tier 1 companies reporting all scopes
in the 2009 CDP questionnaire included this information
within their published carbon reporting disclosures. This
indicates that companies will formally disclose this data
once it has been collected, even if not presented using
the terminology in the Defra guidance.

Scope 3 emissions
Scope 3 emissions were least frequently disclosed.
Where disclosed, the most commonly reported scope 3
emissions were from business travel with 17 out of the
20 companies disclosing scope 3 emissions reporting
this information. Very few companies reported scope 3
emissions associated with their supply chains and the
use of end products. Rio Tinto PLC was one company in
our sample which did, reporting their three most
significant sources of indirect emissions (see Figure 7,
an extract from the narrative section of Rio Tinto PLC
2009 Annual Report). 

Figure 7. Extract from Rio Tinto PLC 2009 Annual Report

It would be interesting to know how companies apply
the concept of materiality or cost versus benefit in the
context of Scope 3 disclosures. But for some companies
Scope 3 emissions may prove to be the largest part of
their carbon footprint. Glaxo Smith Kline PLC discloses
in their 2009 Corporate Responsibility Report that the
majority of their business’s carbon comes from patient
use of inhalers (see Figure 6). 
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21 Section 417 of the
Companies Act 2006

22 The Kyoto Protocol was
adopted in Kyoto, Japan,
on 11 December 1997
and entered into force
on 16 February 2005 

Figure 8. Extract from BT Group PLC Sustainability Review 2010

Making these disclosures would enable the reader to
understand how a company has calculated its individual
carbon footprint. However, the variety of
methodologies used by companies does not facilitate
comparability between them. Some companies also
challenge the Defra guidance. Figure 8 includes an
extract from the BT Group PLC 2010 Sustainability
Report in which BT comments on the adverse
implications of following Defra’s guidance to the
measurement of purchased renewable energy in its
carbon footprint.

Calculation method: Only 10 out of the 37 companies
disclosing numerical data on their carbon footprint
disclosed details on the approach taken to calculate
their carbon footprint. This contrasts starkly with
requirements in relation to financial information
presented in financial statements to disclose material
accounting policies and information on key judgements
and estimates.21

Further, more basic methodology disclosures were
missing from the majority of reports containing
numerical data, for example disclosures of whether the
carbon footprint related to a period consistent with the
company’s financial year or to a different time period,
or regarding whether the footprint included
measurement of all 6 greenhouse gases covered by the
Kyoto Protocol,22 or solely covered carbon dioxide.

11Carbon reporting to date Seeing the wood for the trees 



Figure 9. Intensity measurements used in the reporting of intensity ratios by industry group
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5.4 Reporting performance over time
Base year data
The Defra guidance recommends the setting of a 
base year to enable a “meaningful and consistent
comparison of emissions over time.” 19 companies in
our sample disclosed base year carbon data. Out of
these 19 companies, 5 disclosed that they had either
restated their base year data or had changed their 
base year.

Base years varied from 1990 to 2008/9, with the
majority being between 2005 and 2009. The Defra
guidance recommends two approaches to setting a
base year: either using a fixed target base year or a
rolling target base year. 10 companies in our sample 
(9 of the 19 disclosing base year carbon data) disclosed
specific targets for the reduction of their carbon
footprint relative to a fixed target base year.

Comparative data
Out of the 37 companies disclosing numerical data on
their carbon footprint, 31 reported comparatives.
However only 14 of these 31 companies made
disclosures explaining year-on-year movements.
Explanations were rarely in sufficient depth to enable
readers to gain a real understanding of a company’s
performance over the years in reducing their carbon
footprint.

Out of the 31 companies reporting comparatives, 
9 disclosed that they had restated these comparatives.
The reasons for doing so included changes in
methodology necessary to comply with the Defra
guidance published in September 2009; restatement 
for acquisitions or disposals; and the correction of 
non-material errors. In what is still an evolving reporting
environment it is perhaps not surprising that, as
measurement techniques improve, some errors are
picked up but correction of errors may face greater
challenge from stakeholders as disclosures come under
increasing scrutiny.

Normalisation of data
To facilitate comparison between companies, industries
and products, and comparison over time, the Defra
guidance recommends ‘normalisation’23 of carbon data
and reporting of an intensity ratio for scope 1 and 2
emissions. The Defra guidance further sets out examples
of appropriate intensity ratios by sector.

18 companies in our sample reported intensity ratios.
Generally these fell in line with the intensity ratios
recommended in the Defra guidance (refer to Figure 9
for a breakdown of the intensity measurements used by
our sample by industry sector). For example, the three
retail companies reporting an intensity ratio each used
tonnes of carbon equivalent (“CO2e”) per square metre
of gross store area as an intensity measurement, as
recommended in the Defra guidance. 
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23 The Defra guidance
states that
“organisations should
normalise their total
scope 1 and 2 emissions
using an intensity ratio.
Intensity ratios compare
emissions data with an
appropriate business
metric or financial
indicator, such as sale
revenue or square metres
of floor space.” 

Figure 11. Extract from Ladbroke PLC 2009 CR Report “Encouraging fair play” Targets
Although 30 companies disclosed information
suggesting that they were focused on actions to reduce
their carbon footprint, only 20 companies disclosed
specific targets for the reduction of their footprint.
Figure 10 illustrates that these targets were most
frequently expressed as an absolute reduction target,
though 30% disclosed an intensity target using a
normalising factor. The Defra guidance does not cite a
preference for which type of target should be used but
outlines the advantages and disadvantages of both
types. 

The variety in practice for setting and disclosing targets
apparent in our results suggests that stakeholders may
be prevented from evaluating the appropriateness of
targets by comparing targets to those of a competitor.
However, in their disclosures, a number of companies
sought to explain the appropriateness of the targets
they had set themselves. An example of this is
Ladbrokes PLC in their 2009 CR Report (see Figure 11). 
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Figure 10. Type of carbon target disclosed
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6. Carbon disclosures in annual reports

Figure 12. Extract from MITIE Group PLC Annual Report and Accounts 2010

Principal risks and uncertainties 
27 companies in our sample disclosed environmental
issues as a principal risk and uncertainty. However only
one company in our sample, Rio Tinto PLC, disclosed a
principal risk specifically associated with carbon in the
principal risks and uncertainties section of the Directors’
Report, as follows:

“Increased regulation of greenhouse gas emissions
could adversely affect the Group’s cost of operations.”

Carbon key performance indicators (“KPIs”) in
annual reports
12 companies in our sample disclosed a KPI specifically
relating to reducing carbon, with 9 of these 12 disclosing
these KPIs in a standalone business or strategic review,
2 in a standalone performance statement and 1 company
in the corporate responsibility section of their annual
report. An example disclosure of KPIs from MITIE Group
PLC Annual Report and Accounts 2010 is shown below.

The 2010 Deloitte survey “Swimming in words”,
published in October 2010, reviewed narrative reporting
in annual reports. Using the same sample of companies
as this survey, it identified that 37% of companies made
an attempt to disclose carbon data in their annual
report, with 31% making disclosures without reference
to the Defra guidance and 6% referring to the Defra
guidance.

Our survey identified a variety of carbon reporting
practices in annual reports in terms of quantity and
content. Some companies may feel that Defra’s
template is more extensive than needed for disclosures
in annual reports. Our illustrative carbon disclosures (see
Appendix 2) reflect a practical response, limiting carbon
information in the annual report to the key data.

Below we analyse how the requirements of Companies
Act 2006 in relation to the reporting of material
principal risks and uncertainties and non-financial KPIs
in annual reports illustrate climate change or carbon
footprint considerations.

14



Figure 13. Web pages from the Lloyds TSB Bank PLC website 

7. Carbon information disclosed on
websites

24 http://www.lloydsbank
inggroup-cr.com/climate/
default.aspx

Where more information was available on a company’s
website, this additional information typically consisted
of case studies, carbon policies and strategies,
information on engaging employees and consumers in
the company’s climate agenda by being carbon
conscious and further details on KPIs. Examples of this
include the Climate and Environment web pages on
the Lloyds TSB Bank PLC website,24 as illustrated in
Figure 13.

Further, many companies adopted a more user-friendly
format for the presentation of information on their
website, indicating a proactive and more marketing-
aware approach to carbon reporting. 

Within our sample, 37 companies reported their carbon
footprint on their website. As mentioned in Section 3,
all of these companies also formally reported
information. 14 companies provided a link from their
annual report to their website for readers to access
additional carbon information.

There was a fairly even split between companies
providing more information on their website than
formally reported, less information than formally
reported, and replicating the information formally
reported.
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25 http://plana.marksand
spencer.com/we-are-
doing/climate-change

26 BREEAM (BRE
Environmental
Assessment Method) is
the leading and most
widely used
environmental
assessment method for
buildings. It sets the
standard for best
practice in sustainable
design and has become
the de facto measure
used to describe a
building’s environmental
performance.

Figure 14. Screenshot of Marks and Spencer PLC “Plan A” climate change webpage

These results highlight the variety of practices for the
reporting of carbon footprints informally on companies’
websites; even more wide-ranging than the formal
reporting practices.

Notably our survey identified that many highly
consumer-focused companies that are in the public eye
provided these more interactive features. An example of
this is the Marks and Spencer PLC “Plan A” climate
change pages on their website,25 as shown in Figure 14. 

13 companies reporting information on their websites
made reference to a reporting framework, with 3 of
these disclosing compliance with the Defra framework,
5 with ISO 14064-1, 1 with the GHG Protocol and 4
with frameworks specific to a certain area of carbon
footprint measurement, e.g. the BRE Environmental
Assessment Method (“BREAM”).26 3 out of the 13 chose
to disclose this information on their websites, as
opposed to in their formal reporting.
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Appendices



Appendix 1: Carbon reporting checklist

Area Guidance Yes, No, N/A

General

Location for reporting of
carbon information

• Annual report, sustainability report or separate carbon report? 

This will depend on the importance of this information to your stakeholders and hence the importance you
place on this disclosure. 

Minimum disclosures

Risks and uncertainties • Disclose the risks and opportunities that climate change and carbon regulation (where applicable)
presents for your business.

You should assess and disclose these and explain your strategy for responding to the risks.

Carbon related KPIs • Disclose carbon-related KPIs. 

These should include but need not be limited to an intensity ratio. Additional KPIs could include percentage
reductions in emissions, energy efficiency targets, and KPIs for particular parts of your business.

Reporting period • State the period covered by the data (if not obvious from where the information is reported).

Table of emissions • Disclose emissions (in CO2e) for the current and prior year, set out by scope (1, 2 and 3) and source.
• Disclose emissions intensity ratio for current and prior year.
• Disclose base year emissions.

Explanation for movements • Include a narrative explanation for the reasons for significant changes in reported emissions year on
year, as well as against baseline.

This should be sufficiently in-depth to enable readers to understand the impact of business decisions on
the group’s emissions profile.

Basis of reporting • Explain your measurement methodology

This should include the extent of and basis for estimates, and conversion factors used.

Boundary • Explain whether operational or financial control approach, or equity share (an option under the GHG
protocol) followed.

You should be clear where your carbon boundary differs from your financial reporting boundary.

Exclusions • Disclose excluded information and explain why it is excluded (eg uncertainty of measurement,
materiality). 

Ideally, disclose excluded data as % of total group emissions.

Selection of intensity ratio • Disclose the reason for choice of intensity measurement.

Base year • Disclose approach used to set base year as well as any recalculation policy.

Target • State the target for reduction of the group’s emissions, as well as explaining responsibility and strategy
within the group for achievement of that target and progress to date.

This is a key narrative disclosure; one purpose of reporting is to inform a strategy for energy and carbon
reduction.

Assurance • State whether the emissions information has been independently assured, and if so include a copy of the
assurance report.

18

The checklist below is sourced from Part 8 of the Defra guidance and adapted by Deloitte. It is intended to assist first-time preparers of carbon
reporting information in their consideration of key information to include in an annual report.
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Area Guidance Yes, No, N/A

General

Extended disclosure

Presentation of additional
breakdowns/alternative
emissions

• Present emissions (current and prior year) in alternative ways e.g. graphically, by department, by
geography, reflecting what is considered to be most relevant to users.

Offsets • Disclose offsets where purchased and the basis for their quality.

These can be deducted from the gross emissions set out in the emissions table to reach a net total. 

Green tariffs • State any resulting reduction in emissions where purchasing electricity under a ‘green tariff’.
• Give also the supplier and name of the tariff.

Generation of renewable
electricity or heat

• State the amount of electricity or heat generated from owned or controlled sources and whether onsite 
or offsite.

Renewable electricity
exported to grid

• State, where applicable, the amount of self-generated renewable electricity exported to the grid.

Incentive received • State, where applicable, the amount of incentive received (e.g. ROCs) for renewable electricity
generation.
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The adjacent page shows illustrative carbon disclosures for inclusion in an annual report. The disclosures, both
qualitative and quantitative, should tell a clear story about the company’s risks, opportunities and strategy as well
as providing meaningful information around carbon performance. We recommend that these are included within
the business review section of the Directors’ Report.

Under the Companies Act 2006, all companies other than those qualifying as small must prepare and include an
enhanced business review (EBR) within the directors’ report. The disclosure requirements are outlined in s234ZZB and
include ‘a fair review of the business’ and ‘a description of the principal risks and uncertainties facing the company’.

The review must, to the extent necessary for an understanding of the development, performance or position of the
business, include:

a) ‘analysis using financial performance indicators’; and

b) ‘where appropriate, analysis using other key performance indicators, including information relating to environmental
matters and employee matters (medium-sized companies are exempt)’.

Management of UK companies already need to assess, under the Companies Act requirements, how their
greenhouse gas information should be reflected to respond to these statutory requirements.1

In accordance with section 83 of the UK’s Climate Change Act 2008 (“CCA08”), the Department for Environment,
Food and Rural Affairs (“Defra”) published guidance on how to measure and report greenhouse gas emissions (often
described as ‘carbon reporting’) in September 2009.

The guidance is based on the Greenhouse Gas (“GHG”) Protocol, an internationally recognised voluntary standard
for the corporate accounting and reporting of GHG emissions. Defra’s reporting guidance is currently voluntary.
Section 85 of CCA08 requires the government to introduce regulations by 6 April 2012 requiring the mandatory
reporting of carbon emissions by UK business or to lay a report to Parliament explaining why it has not done so.

If introduced, mandatory carbon reporting may be based on Defra’s issued guidance. The current guidance does
not specify where the information should be reported: within the business review, as in this illustrative example, or
elsewhere in the annual financial statements. If made mandatory, the location may be prescribed.

These example disclosures are based on Defra’s guidance and reporting template (Annex I).2

As a minimum, the basis of collation of disclosures and reporting must be provided, with disclosure of any
significant omission of emission information and why, including:

Appendix 2.1: Disclosure commentary

1 Note that the SEC has
also issued an
interpretation of how the
Commission’s existing
disclosure requirements
(primarily in the MD&A)
relate to the climate
change matters. 
http://www.sec.gov/rules/
interp/2010/33-9106.pdf

2 http://www.defra.
gov.uk/environment/
business/reporting/pdf/
ghg-guidance.pdf

Organisational boundary, i.e. the
group of entities for which disclosures
have been collated

An explanation is required as the disclosures will not necessarily cover the same group
entities as those within the financial reporting boundary from a financial statement
perspective (the GHG protocol allows 3 approaches by way of policy choice).

GHG measurement basis used (the
equivalent of the accounting policy
framework)

E.g. whether the Defra guidance and/or GHG protocol guidance has been used, and
which emission conversion factors have been used in the calculations.

Additional Defra recommended disclosures not illustrated here include:

• A detailed breakdown of scope 1, 2 and 3 emissions broken into sources (e.g. scope 1: gas consumption,
process emissions, owned transport, scope 2: purchased electricity, scope 3 : business travel, employee
commuting, waste disposal).

• The relative size of any significant exclusions.

• A geographical breakdown of emissions data.
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Risks and uncertainties – environment

Issue
The manufacture of our products has a direct impact on the environment, and we are under increasing regulatory and reputational pressure to cut
our contribution to climate change. Our manufacturing processes are energy intensive and represent up to __ per cent of our total annual CO2

emissions. There is a risk that, if we fail to reduce our emissions, we will breach government regulations and could incur financial penalties as well
as damage to the Group’s reputation.

Response
Although the Group is not currently in breach of environmental standards, we have taken the view that strategically, we should seek to improve
our energy efficiency and to switch energy supplies from fossil fuel to renewable sources. We have also installed automatic meters on all our sites
to assist in monitoring and reducing energy use to help us achieve our greenhouse gas emission reduction targets. We have put in place an
appropriate programme to achieve these objectives, the results of which are monitored closely by the Board.

Greenhouse gas impact
The greenhouse gas (GHG) emissions information reported below follows the GHG Protocol’s financial control approach and therefore is
consistent with our reporting boundary for the financial statements. Scope 1, 2 and certain scope 3 emissions have been reported. Scope 1 and 2
emissions from our operations in [Mongolia] have been excluded pending greater certainty over their measurement, and refrigerants have not
been included. We estimate that these represent less than 1% of the Group’s total greenhouse gas emissions.

We have followed the UK Government’s guidance, published by Defra in September 2009, on how to measure and report greenhouse gas
emissions. Defra conversion factors have been applied. The company’s base year for GHG reporting is 2006. The base year and the prior year
emissions have been recalculated for relevant significant changes to the business, ie meeting a threshold of 5% of total base year emissions.

Additional relevant information on carbon emissions is also included in Section __ on risks and uncertainties as well as in section ___ on Key
Performance Indicators in this Business Review.

Appendix 2.2: Illustrative disclosures

GHG Emissions data for period 1 January 20YY to 31 December 20YY

Global tonnes of CO2e

20YY 20XX % change Base Year 2006

Scope 1 Gas

Process emissions

Scope 2 Electricity

Scope 3 Business travel

Waste

Total gross emissions

Carbon offsets*

Green tariff*

Total annual net emissions

Intensity measurement ‘Tonnes of CO2e per £m revenue’

Summary GHG emissions data for 20__

* Where these are included, an explanation of the validation process (for carbon offsets) and the basis for the green tariff should also be reflected.
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Since 2006, we have undertaken a project, supported by the Board, to reduce the Group’s carbon emissions by
reducing energy consumption. Each operating unit is set an individual target and reports against this to head office
each quarter. In 20YY the Group reduced its total emissions by __ per cent compared to the prior year, through
investment in more energy efficient equipment in our larger sites. The progress against our targets to date is
consistent with the Group’s commitment to seek to reduce global carbon emissions to __ tonnes per £m revenue 
by 20UU.

Key performance indicators
Non-financial targets:
• To reduce emissions intensity ratio to __ by 20__, calculated as CO2e tonnes/£ million revenue

The Group has an absolute target to reduce its emissions to ___ tonnes by 20__ as well as a target to maintain an
emissions intensity ratio, calculated on the above basis, at or below ___.
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Glossary

Term Explanation

AA1000 (AS) The AA1000 Assurance Standard was initially issued by AccountAbility in 2003 and revised in 2008. AccountAbility describe this
standard as “the first initiative offering a non-proprietary, open-source assurance standard covering the full range of an
organisation’s disclosure and associated performance, i.e. ‘sustainability’ reporting and performance.”

Baseline The Baseline is the point from which an organisation measures its performance and is used for comparisons. For Phase 1 of the
CRC, the baseline for an organisation’s emissions is the total emissions released between 1 January 2008 and 31 December 2008.

BREEAM BREEAM (BRE Environmental Assessment Method) is the most widely used environmental assessment method for buildings. 
It sets the standard for best practice in sustainable design and has become the de facto measure used to describe a building’s
environmental performance.

Carbon Dioxide Equivalent
(“C02e”)

Carbon Dioxide Equivalent is a unit used in the measurement of global warming.

It is calculated by assessing the global warming potential of a given type and amount of Greenhouse Gas by comparing it to
an equivalent amount of Carbon Dioxide. E.g. Methane is 25 CO2e, therefore it has 25 times the Global Warming Potential of
carbon dioxide.

Currently only carbon dioxide is included within the scope of the CRC, but this may change in the future. All 6 Greenhouse
Gases as defined under the Kyoto protocol are included in the EU ‘202020’ package.

Carbon Disclosure Project
(“CDP”)

The Carbon Disclosure Project is an independent not-for-profit organisation, launched in 2000, which obtains and publishes
carbon information reported on a voluntary basis from more than 3,000 bodies internationally. 

Carbon Footprint A Carbon Footprint is the global warming impact of an individual, family, organisation or country’s activities in terms of the
amount of Greenhouse Gases these activities produce. It is measured in units of carbon dioxide, or its equivalent in other
Greenhouse Gases. Hence ‘carbon’ has become the term used to describe the carbon equivalent of wider Greenhouse Gas
emissions.

Carbon offset Carbon offsets are defined in the Defra guidance as “discrete GHG reductions, in the form of carbon credits, used to
compensate for (i.e. offset) specific and accurately measured GHG emissions elsewhere, for example to meet a voluntary GHG
target or cap. Carbon credits must represent a genuine, additional carbon saving, and are calculated relative to a baseline that
represents a hypothetical scenario for what emissions would have been in the absence of the mitigation project that generates
the credits. To avoid double counting, the reduction giving rise to the credit must occur at sources or sinks not included in the
target or cap for which it is used.”

Carbon neutral In October 2009 DECC published a definition of carbon neutrality: “carbon neutral means that – through a transparent process
of measuring emissions, reducing those emissions and offsetting residual emissions – net calculated carbon emissions equal
zero.” Guidance is now available in PAS 2060.

CRC Energy Efficiency
Scheme (“CRC”)

CRC is a mandatory emissions trading scheme for organisations with UK half hourly metered electricity consumption greater
than 6,000MWh in 2008. It came into effect from April 2010 and applies to approximately 4,000 UK organisations, both private
and public sector, and is designed to promote energy efficiency. From April 2012 participants must report their UK energy use
annually, with the first annual report due by July 2011, and must buy allowances from the Government to cover their UK carbon
emissions. Allowances will initially be at a fixed price of at £12/tonne or carbon. An annual performance league table showing
relative reduction in energy use will be published.

DECC Department of Energy and Climate Change (UK Government department).

DEFRA Department for Environment, Food and Rural Affairs (UK Government department).

Embodied carbon Embedded or “embodied” carbon is the carbon produced as a result of resource extraction, transportation, manufacturing and
fabrication of a product.
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Term Explanation

EU 202020 package In 2009 the EU adopted an overall target of producing 20% of its energy from renewable sources by 2020, reducing
greenhouse gas emissions by 20% by 2020 compared to 1990 levels and cutting energy consumption by 20% by 2020.

EU ETS European Union Emissions Trading Scheme. The EU ETS is a mandatory market-based ‘cap and trade’ system for Greenhouse
Gases adopted by EU member states in January 2005. More than 11,000 energy intensive installations must participate in the
EU ETS.

If a company exceeds its European Union Allowance, it must pay a fine or buy credits from another business with credits to
spare, potentially from the Clean Development Mechanism (which enables developing countries to participate).

Formal reporting For the purposes of this survey formal reporting is defined as carbon information presented either within a company’s annual
report or in a corporate responsibility or equivalent report (i.e. not disclosed only in web pages on a company’s website).

Greenhouse Gases (“GHG”) Greenhouse Gases are gases present in the atmosphere which reduce the loss of heat from the planet into space such that
temperatures on the planet are increased, through the Greenhouse Effect. While essential for maintaining the temperature of a
planet, Greenhouse Gases can raise temperatures to lethal levels if too many are present.

GHG Protocol The GHG Protocol is the accounting and reporting standard for GHG emissions and is comprised of the GHG Protocol Corporate
Accounting and Reporting Standard and the GHG Protocol Project Quantification Standard. It was developed by a multi-
stakeholder collaboration convened by the World Resources Institute and the World Business Council for Sustainable
Development. It was first published in 2001 and revised in 2004.

Kyoto Protocol This protocol to the United Nations Framework Convention on Climate Change (“UNFCCC” or “FCCC”) establishes legally
binding commitments for the reduction of GHG emissions. It came into force in 2005 and committed signatories to a reduction
in GHG emissions to between 20-24 billion tonnes by 2050 (about 50-60% below 1990 global levels). Expires in 2012.

ISAE 3000 The International Standard on Assurance Engagements (“ISAE”) 3000, “Assurance engagements other than audits or reviews of
historical financial information”, was initially issued by the International Federation of Accountants in June 2000 and revised in
2003. 

ISO 14064-1 The International Organisation for Standardisation (ISO) 14064-1 standard provides guidance at the organisation level for the
quantification and reporting of GHG emissions and removals. 

Scopes 1, 2 and 3
emissions

The Defra guidance defines scopes 1, 2 and 3 emissions as follows:

• Scope 1: Emissions from sources that are owned or controlled by the reporting company. Also known as direct emissions.

• Scope 2: Emissions that are a consequence of the operations of the reporting company, but occur from sources owned or
controlled by another company, e.g. as a consequence of the import of electricity, heat, cooling or steam. Also known as
indirect emissions or energy indirect emissions.

• Scope 3: Emissions that are a consequence of all other activities which release emissions into the atmosphere as a consequence
of your actions, which occur at sources which you do not own or control and which are not classed as Scope 2 emissions.
Also known as other indirect emissions.

UK Climate Change Act
2008

The world’s first long term legally binding framework to tackle the dangers of climate change. The Climate Change Bill was
introduced into Parliament on 14 November 2007 and became law on 26 November 2008.
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