How one simple step can
halve a carbon footprint

Overview
How businesses disclose their greenhouse gas emissions has changed
– and in a big way. It follows on from new guidance issued by the
World Resources Institute (WRI), who publish The GHG Protocol
Corporate Standard – the most widely used global reporting method
and accounting tool for corporate businesses in the UK. The Department
for Environment, Food and Rural Affairs (Defra) also recommend
this protocol in order to help us understand, quantify and manage
decarbonisation more effectively.
Scope 2 forms part of the WRI guidance and is one of three carbon
emission reporting areas, known as ‘Scopes’. These break down the
different activities of a business into direct emissions (controlled
in-house) and indirect emissions (from purchased energy and materials).
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What’s different about Scope 2?
For commercial businesses, electricity typically accounts for at least half
of their total carbon (CO2) emissions, although this can be as high as 80%.
Previously, Scope 2 used the location-based method to measure the
electricity businesses consumed. This was when companies calculated
the UK grid average emissions from all energy sources used to create
electricity each year – including fossil fuels, nuclear and renewables. The
Government then published the results.
Now, the latest advice is that businesses should disclose the emissions
relating to the mix of fuel sources that generate their electricity supply
– known as the market-based method. The upshot for Good Energy
business customers is they will now be able to report the 100% renewable
fuel mix and the zero carbon emissions they are paying for.

The way businesses report
their carbon emissions
has changed

We used to use...

Location-based reporting –
every company in the UK had to
report carbon emissions based on
the average emissions for the UK.
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But now we’ve moved to…

Market-based reporting –
everyone reports their emissions
based on the contract they have
with their electricity supplier.
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Good Energy business
customers will now be
able to report the 100%
renewable fuel mix and the
zero carbon emissions they
are paying for.
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Understanding this change
While the WRI’s guidance is designed for large corporates on a global
scale, this Good Energy paper puts it in context for smaller UK companies.
Here, we’ll show how the advice applies to businesses which, while not
large enough to be required to report their carbon emissions, voluntarily
do so.
The guidance can help in the following ways:

• As experts in the renewable energy field, many voluntary carbon
reporters* tell us that other commercial businesses want to be more
sustainable. We’re explaining how voluntary carbon reporters can
access carbon emissions data about their electricity supply – and
position themselves more competitively in their markets.

• We’ve interpreted the guidance as simply as possible. This is so that
small enterprises that voluntarily report their carbon emissions can
easily comply with it, and benchmark themselves against others in
the market.
* Voluntary carbon reporters are smaller companies that are not mandated to report their carbon
emissions, but chose to do so, often as part of their CSR reporting.

Creating more room for renewable
energy reporting
Before this change, Scope 2 reporting methods provided little opportunity
for companies trying to reduce carbon emissions through buying renewable
electricity and its associated ‘market instruments’. The market instruments
recommended by the WRI are different in each country. In the UK we use
Renewable Energy Guarantees of Origin (REGOs).
Now, there’s good news for companies already buying contracts that
are backed by REGOs, as they can benefit from reporting zero carbon
emissions for the 100% renewable electricity fuel mix they’re purchasing.
Which means, as Scope 2 emissions from purchased electricity usually
account for a significant part of a company’s annual emissions, they can
drastically reduce their reported carbon footprint.
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backed

100% renewable electricity

REGOs explained
Scope 2 Guidance explains that ‘market instruments’ must back a renewable
electricity contract. In the UK, these instruments are Renewable Energy
Guarantees of Origin (REGOs) – a certificate that proves that a unit of power
is generated from a renewable source. So having a 100% REGO-backed
electricity supply guarantees that your power is backed by renewable
generation, and can be reported as zero carbon.
The REGO itself is a unique code that details which renewable generator
produced the power – rather like the identification stamps you get on
free-range eggs and locally grown fruit and vegetables that allow you to
know the farm where they came from.

The REGO itself is a unique
code that details which
renewable generator
produced the power

What are grid average emissions?
The Department of Energy and Climate (DECC) publishes the UK Average
Fuel Mix Disclosure. This is an annual summary of all the sources used to
generate electricity each year, including the grid average carbon emissions
of all sources.
The latest Fuel Mix Disclosure (1st April 2014 to 31st March 2015):
Coal 26.7%, Gas 29.7%, Nuclear 22.2%, Renewable 19.3%, Other 2.1%
Average CO2 Emissions 368 g/kWh
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How is Scope 2 calculated?
Scope 2 reports metric tonnes (mt) of carbon emissions (CO2). This is
calculated as the megawatt hours of electricity that your business has
consumed, multiplied by the reported carbon emissions of the electricity
that it has received.
The graphic below demonstrates how the emission factor between
location-based Defra annual grid average carbon emissions reporting
compares with market-based reporting.
For a business consuming 1,000 megawatt hours of electricity from a
100% REGO-backed supply contract:

Existing reporting:

Location-based
emissions:
1,000 MWh * 0.368 mt of
CO2 per MWh = 368 mtCO2

New Scope 2 reporting:

Market-based
emissions:
1,000 MWh * 0.00 mt of CO2
per MWh = 0 mtCO2
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Zero carbon emissions.
100% better for your business
If your business is buying REGO-backed renewable power, you can report
your carbon emissions as zero.

Businesses can now be compared like-for-like on their emissions
As the most widely used reporting method and accounting tool for UK
and international corporate businesses, reporting using the WRI’s Scope
2 guidance allows organisations to accurately benchmark themselves
against others in the energy market, around the world.
The most recent UK grid average emissions for 2015 have been calculated
as 368g of CO2 emissions for every kilowatt hour (kWh) of electricity
used. So it’s clear that a 100% REGO-backed renewable supply will save
businesses tonnes of carbon emissions.

Count on monetary benefits
Buying 100% renewable electricity can enhance your brand and be an
important differentiator against the competition. Recent independent
research by YouGov has shown huge support for brands that are
committed to reducing their carbon footprint. In fact, 41% of people
in the UK are more likely to shop with a brand that’s supplied with
renewable electricity.

Buying 100% renewable electricity
can enhance your brand and be an
important differentiator against
the competition

How one simple step can halve a carbon footprint

8

51% of 18 – 24 year olds are
more likely to shop with a
brand that is supplied with
renewable energy

Younger people are most likely to shop
with a brand that is supplied with
renewable energy:

51%
45%
43%

of 18-24 year olds

of 25-34 year olds

of 35-44 year olds

These figures suggest that a 100% renewable electricity supply brings
with it an increasing competitive advantage in the future. With renewable
electricity being only a little more expensive than carbon intensive brown
power, it is a choice than can benefit the bottom line.
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A positive step in the battle against
climate change
For companies that choose to offset their carbon emissions through
environmental schemes around the world, an accredited carbon
offset may add between 5-15% to the cost of electricity bills. But, by
buying 100% REGO-backed power from a supplier that is developing
renewable energy schemes in the UK, your business will contribute to the
decarbonisation of our country. And play a key role in reducing existing
greenhouse gases.
Currently, only companies listed on the main market in the London
Stock Exchange (LSE) are obliged to include carbon emissions in their
management reports. In fact, we estimate a year’s worth of grid average
CO2 emissions from these UK businesses would fill Wembley Stadium
4,000 times.

If an additional 10% of listed
companies went 100% renewable
that’s the equivalent carbon emissions of around

800,000 households
the same as Birmingham, Manchester and
Bristol combined.
Overall, we believe the change to
market-based reporting should increase
businesses’ demand for renewable power.
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Do you need to ‘re-baseline’ your
carbon targets?
The answer here is ‘yes’. Each year you’ll need to compare the carbon
emissions from your location-based contract with your market-based
emissions. This is to ensure a like-for-like comparison over time – but not
grid average in one year and contract-level emissions the next.
The Scope 2 guidance recommends that:
“Companies should ensure that the base year inventory includes both
a location-based and market-based Scope 2 total. The reporting entity
should also recalculate a market based total if contractual information
or emission mix information is available.”

Each year you’ll need to compare
the carbon emissions from your
location-based contract with your
market-based emissions

Is there a deadline for when to
take action?
The Scope 2 guidance took effect in January 2015, and applies to activities
and data going forward. So for the 2015 calendar year, and in the future,
market-based Scope 2 emissions reporting should be incorporated into
your management reports.

How one simple step can halve a carbon footprint

12

Summary of key facts
• The World Resources Institute (WRI) has made
changes to Scope 2 guidance, as part of the GHG
Protocol Corporate Standard.

• Scope 2 is the carbon reporting area that relates to the
electricity purchased by a company.

• The Scope 2 guidance took effect on January 20th
2015, and applies to activities and data going forward
in 2015.

• Reporting is changing from grid-average ‘locationbased’ to contract level ‘market-based’.

• Companies that buy 100% renewable electricity will
be able to derive various benefits from reporting lower
carbon emissions.

• All companies listed on the London Stock Exchange will
now be advised to report using the market-based method.

• Companies that voluntarily report their carbon
emissions can also benefit from reporting using the
Scope 2 methodology.
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About Good Energy
Good Energy is a fast-growing green energy company. We generate and
sell 100% REGO-backed renewable electricity to homes and businesses
across Great Britain, offering value for money and award-winning
customer service.
An AIM-listed PLC, and founder member of the Social Stock Exchange,
our mission is to drive innovation in the energy market, address climate
change and boost energy security.

Certified renewable electricity
It’s important that our customers are fully confident in our 100%
REGO-backed renewable electricity contracts. So PricewaterhouseCoopers
(PwC) have performed an independent assurance of Good Energy’s 100%
renewable guarantee and compliance with zero carbon reporting, under
the WRI GHG Protocol Scope 2 Guidance (2015) Quality Criteria. Find out
more here.
We’ve taken this step to ensure our customers receive certified, assured
renewable power from the lowest carbon technologies available. This way,
they can be confident that they are minimising the carbon emissions from
their electricity consumption.
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Get in touch
To find out more about Good Energy, please visit
goodenergy.co.uk/business
To learn how your business could switch to 100%
renewable electricity, speak to our Business
Sales team.
Call: 0800 254 0003
Email: business-sales@goodenergy.co.uk

Monkton Reach, Monkton Hill
Chippenham, Wiltshire, SN15 1EE
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