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Introduction

The Centre for Public Agency Sustainability Reporting? (the Centre) welcomes
the opportunity to make a submission on the San Francisco Public Utilities
Commission (SFPUC) Sustainability Plan — Draft Sustainability Baseline
Assessment (March 13, 2006).

The Centre for Public Agency Sustainability Reporting? is a not-for-profit
organisation based in Melbourne, Australia'. The Centre is a collaboration of
the Global Reporting Initiative (GRI)?, ICLEI - Local Governments for
Sustainability®, the City of Melbourne and the State Government of Victoria
(through the Victorian Sustainability Fund). The Centre® global mission is to
improve the performance of public agencies through the practice of
sustainability reporting. The Centre builds capacity and facilitates the
development of best practice reporting by local councils, agencies, government
business enterprises and departments.

Sustainability reporting involves measuring, accounting and disclosing an
organisation® economic, environmental and social performance to improve
organisational performance and advance sustainable development.
Sustainability reporting is also used synonymously with citizenship reporting,
social reporting, triple-bottom-line reporting and other terms that encompass the
economic, environmental, and social aspects of an organisation® performance.*

Introductory Comments on the Draft Sustainability Baseline Assessment

The Centre would like to congratulate the SFPUC for the comprehensive
process it has established to develop the Sustainability Plan and the Draft
Sustainability Baseline Assessment. SFPUC is also to be commended for
planning to undertake sustainability reporting. Increasingly, public agencies are
recognising the potential strategic and organisational benefits of sustainability
reporting like many private companies.

! For further information, see: www.publicagencyreporting.org

“The GRI is an independent institution whose mission is to develop and disseminate globally
applicable sustainability reporting guidelines.

% ICLEI B Local Governments for Sustainability (ICLEI) is an international association of local
governments that have made a commitment to sustainable development. ICLEI works with
many local governments around the world through a range of campaigns and programs,
including the City and County of San Francisco.

* See the Global Reporting Initiative G3 Reporting Guidelines 2006.




PUBLIC AGENCY
SUSTAINABILITY REPORTING™

Where carefully integrated with strategic planning, sustainability reporting can
assist organisations to:

* promote a strategic and integrated approach to performance
management and reporting

* streamline reporting processes to better align and integrate economic,
environmental and social practices

* develop stronger community relationships through more strategic
stakeholder engagement, and

* use the results of sustainability reporting to drive change and innovation
through influencing strategic planning, policy development and delivery.

The Centre is working with a range of public agencies and local councils
throughout Australia and New Zealand including Melbourne Water, EPA
Victoria, EPA Queensland, Brisbane, Gosnells, Melbourne, Penrith and
Waitakere City Councils, Hornsby Shire Council, and Auckland Regional
Council, in order to build capacity in each agency and council and advance
sustainability reporting.

There is considerable @ood practiceGsustainability reporting being
demonstrated by public agency utilities, such as:

* Melbourne Water P a Victorian State Government-owned water and
wastewater utility servicing the Melbourne metropolitan region, Australia.
See: www.melbournewater.com.au

* Hydro Tasmania B a Tasmanian State Government-owned electricity
generator. See www.hydro.com.au

* Watercare Services Limited b a local government-owned water and
wastewater utility servicing the Auckland metropolitan region, New
Zealand.

See: www.watercare.co.nz

SFPUC has already identified Melbourne Water and Watercare Services in its
2006 survey of ®est practiceQutilities as part of the first stage of the
development of the Sustainability Plan. The three utilities are also leading
sustainability reporters in Australia and New Zealand.

Specific Comments on the Draft Sustainability Baseline Assessment

The SFPUC has taken a structured and consultative approach to enable the
development of the Gustainability planOThe @raft baseline assessmentChas a
clear structure and purpose, good content, and it will assist SFPUC to become
a more sustainable, accountable and transparent organisation.

Specific comments on the @raft baseline assessment0n relation to
sustainability reporting, sustainability goals, the number of proposed indicators,
and the Global Reporting Initiative, are outlined below to further assist the
development of the Gustainability planO
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Sustainability Reporting

SFPUC have made a commitment to begin sustainability reporting but identify
that @n indicator with lower than average performance is that of sustainability
reporting, which is in development with the present report®

Any organisation that wants to begin sustainability reporting, such as SFPUC,
will face certain challenges in embedding the reporting process within
management and reporting systems, and ensuring sufficient political and
management support. As part of broader planning for sustainability reporting,
SFPUC is encouraged to consider how it can best promote the benefits and
value of sustainability reporting internally and externally, and ensure continued
funding and strong support for the process.

The introduction of sustainability reporting covering the economic,
environmental and social performance of SFPUCGQ core operations, and the
external performance of major policies and programs, would enable the
integration and streamlining of all external reporting. The benefits of
sustainability reporting can include:

* potential for increased organisational efficiency by reducing operating
and compliance costs

* proactive management of risk and protection of reputation

e attraction and retention of high calibre employees

» facilitation and enhancement of stakeholder engagement

* improvements in organisational accountability and transparency
* the ability to benchmark both within and across sectors

* an enhanced business case for ongoing public funding, and

* demonstrated innovation and leadership.

Sustainability Indicator Goals

The (ﬁ~raft baseline assessmentCrontains a series of @raft current sustainability
goalsGhat will evolve with the continuing development of the Sustainability
PlanQpp. 5-6).

Goal specification is not a simple or straightforward process. SFPUC is
encouraged to continue to refine the specified @raft current sustainability goalsQ
as at present, most of the specified goals appear to be Qoft goalsGvhich may

be interpreted differently by different stakeholders. For example, the first draft
goal is @rotect and enhance habitats and biodiversityQbut it is unclear if this
means total protection (preservation), or some allowance for sustainable use?

A second concern is that the interconnection between the different draft goals is
not recognised. For example, an important goal is to @ncourage energy
conservation and seek sustainable supply sourcesQhowever, both these
subgoals will also need to be achieved in a cost-effective manner. Where
possible, it is recommended that all of the draft goals are refined and clarified to
reduce ambiguity.

® SFPUC 2007, Draft Sustainability Baseline Assessment, p. 13.
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Number of Proposed Indicators

SFPUC has reviewed ®est practiceGsustainability planning and reporting, and
engaged with key stakeholders to identify 163 sustainability indicators. While
the 163 indicators are extremely comprehensive, SFPUC will find it very difficult
to adequately fund, monitor and report on all 163 indicators.

This problem has already been identified in the earlier SFPUC Gustainability
indicatorsQeport (2006) where it was acknowledged that:

As the baseline assessment is conducted, efforts will be made to
continue to evolve the indicators to be more performance-based and to
define them using appropriate standards and normalization factors. It is
recognized that the number of indicators is still too high, and that it will
be difficult for the SFPUC to collect and track data, let alone improve
performance, across so many indicators (SFPUC Sustainability
Indicators Report 2006, p. 6).

A key reporting principle in the GRI G3 Reporting Guidelines is @aterialityO
That is: @e information in a report should cover topics and Indicators that
reflect the organization® significant economic, environmental, and social
impacts, or that would substantively influence the assessments and decisions of
stakeholders®

It is strongly recommended that SFPUC review whether all 163 indicators are
material, and consider whether each indicator is required in order for SFPUC to
best report on the significant impacts of the organisation and its activities. A
series of tests are outlined in the GRI G3 Guidelines and SFPUC is encouraged
to apply the materiality principle and tests.

If SFPUC decides to retain all (or most of the) 163 indicators, then a
recommended approach would be to:

* Establish a subset of 15-20 headline or principal indicators that
accurately reflect the operations, activities and impacts of SFPUC that
can be communicated to all stakeholders, and

* Retain the remaining 140+ indicators for more detailed operational
management, monitoring and performance review.

The Global Reporting Initiative

It is encouraging to see SFPUC identify the Global Reporting Initiative®
sustainability reporting framework in the draft baseline assessment, and the
earlier 2006 Qustainability indicatorsQeport.

It is important to note that the GRI reporting framework is best described as a
@ameworkCand not as an @hternational standardOThe @raft baseline
assessmentf)ncorrectly identifies the GRI framework as a standard in several
places, for example, @he international standard for sustainability reporting are
the Global Reporting Initiative Guidelines, against which organizations E reportO
(p. 21, indicator CY3), and also in the Glossary.

® Global Reporting Initiative 2006, G3 Reporting Guidelines, p. 8.
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SFPUC might also cross-match the indicators in the Sustainability Plan with the
GRI G3 indicators to make it easier to prepare a GRI reporting index when
SFPUC releases its first sustainability report.

Thank you for the opportunity to make this submission. If you wish to discuss
this submission, please contact me at: phil.hughes@publicagencyreporting.org
or Phone + 61 3 9660 2249.

Yours sincerely

Phil Faghes

Phil Hughes
Director, Centre for Public Agency Sustainability Reporting?



