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1.INTRODUCTION

1.1. Context

The current context, marked by increased pressure on natural resources and the growing
frequency of extreme weather events caused by climate change, demands stronger
engagement from all stakeholders in preserving and improving the environment. In this
regard, private companies are responding to the growing demand from customers,
investors and regulators for enhanced ESG performance (Environmental, Social and
Governance), as well as greater visibility and transparency in related actions.

Water is one of the resources most affected by climate change and among those with the
highest related impacts and risks worldwide. Unstable seasonal patterns, rising
temperatures, and declining rainfall are factors that, combined, will increasingly heighten
the risk of water scarcity, as well as more frequent droughts, heatwaves, flash floods,
wildfires, and coastal erosion. Intensified competition for water could reduce global GDP by
up to 6% by 2050 (World Bank, 2023). At the same time, biodiversity loss, failure to meet
climate goals, insufficient investment in adaptation, and rising regulatory pressure define a
climate emergency scenario. Organisations are already identifying water as a material
financial and operational risk in their assessments, and many are developing strategies
to reduce water-related risks. In this context, Environmental, Social and Governance (ESG)
issues are gaining increasing significance in corporate reporting and accountability.

The current level of ambition in emission reduction commitments must be multiplied by
seven to meet the goal of limiting global warming to 1.56°C (UNEP, 2022). In recent years,
numerous strategies, plans and regulatory initiatives aimed at fighting climate change
and adapting to its consequences have emerged, proposing ecological transition and the
development of infrastructures to mitigate its negative effects. In this regard, the new EU
Taxonomy for Sustainable Finance, the Corporate Sustainability Reporting Directive (CSRD),
and the Green Claims Directive, together with the 17 United Nations Sustainable
Development Goals (SDGs), define the international framework to foster private investment
in natural resource sustainability (European Commission, 2023). In line with the Paris
Agreement and SDG 17 on partnerships, the need to secure additional private sector

funding is clear, as climate challenges cannot be addressed by public funds alone.

Many companies have begun to engage in regeneration and environmental
protection—particularly related to water resources—through various initiatives, including
announcing commitments towards water neutrality or declaring themselves water



positive. The notion of offsetting negative impacts on water resources, in a similar way to
offsetting negative impacts on global warming, is still lacking a globally recognised
standardised framework, such as the case for carbon footprinting. However, some
recommendations and frameworks already exist and are being applied by certain
companies, albeit with notable gaps—such as the absence of a third-party accredited
certification cycle (CDP, 2020; WFN, 2021).

Act4Water proposes a water footprint compensation scheme based on an auditable
standard, establishing a fair and consistent reference framework that enables a
comparable unit of measurement between the water use impacts of business
activities—that is, their organisational water footprint—and the benefits generated by the
local compensation projects supported by the organisation. This standard seeks to
facilitate the implementation of projects that improve water resource management and
associated ecosystems through a financing and accreditation mechanism that validates
project benefits. In doing so, it ensures transparency and standardisation in measuring the
benefits obtained, creating a market similar to the voluntary carbon offset market.

The standard provides the framework, requirements and tools to calculate the volume of
water generated by a positive water impact project through Water Credits, also known as
CAPs (Credit Aqua Positive) and their associated price. A CAP represents one unit of
measurement in cubic metres (m?) of water footprint saved, resulting from a water
regeneration project that effectively improves either the quality or quantity of water
resources. These projects are characterised by their capacity to supply, treat, or conserve
a given volume of water and, thereby, generate CAPs under the criteria defined in this
standard. Any project that results in an improvement in either the quality or quantity of
water resources is eligible to generate CAPs, and may include not only water-related
initiatives but also energy, social, ecological transition, or biodiversity and ecosystem
improvement projects. The credits resulting from each project are made available to any
organisation seeking to compensate its water footprint, in exchange for financial
consideration. This water compensation standard is aligned with current regulatory and
legal requirements for companies addressing their Non-Financial Reporting (NFR).
Furthermore, Act4Water commits to updating its protocols if new regulations expand or
modify reporting scope and requirements. In addition, the proposed model under this
standard is presented as a solution to close the loop in corporate water footprint
management, in which the sequence should always prioritise: first, calculating the water
footprint; second, establishing and implementing a reduction plan; and finally, offsetting
the share of the footprint that cannot be reduced. It is this final step where the present
standard is focused, offering a reliable and secure framework, with a set of uniform design
and calculation rules for all projects capable of generating benefits in water conservation.



1.2. Objective

The primary objective of Act4Water is to promote projects that generate a positive impact
on water and its catchment areas, contributing to resolving environmental issues and
improving the water resilience of the territory. To this end, the standard establishes a
certified water footprint offsetting scheme that enables organisations committed to
sustainable water management to financially support local water regeneration projects,
thereby creating a positive impact on the freshwater resources of the areas where they
operate.

Within this rigorous and auditable framework, organisations that already have a strategy
for calculating, reducing, and offsetting their water footprint can achieve their goals by
supporting external projects that provide genuine benefits to the quantity or quality of local
water resources. This scheme enables initiatives that, without this funding, could hardly be
executed, thus amplifying the collective positive effect.

This document lays the foundation to:

e Define the eligibility criteria for projects that can be certified under the Act4Water
standard.

e Quantify the positive water impact of each project, expressed as Positive Water
Credits (CAPs).

e Estimate the life cycle economic cost associated with the project.

e Ensure independent verification of projects through accredited third parties,
guaranteeing transparency and trust.

1.3. Intended Audience

The Act4Water standard is aimed at all entities and organisations that recognise the
strategic importance of water and wish to contribute to its responsible management. In

particular, it targets:

e Companies and organisations from any sector seeking to measure, reduce, and
offset their water footprint, strengthening their ESG*** and climate change
adaptation strategies.

e Public administrations, local authorities, and water cycle operators—both public

and private—interested in promoting water regeneration projects and territorial
resilience.



e NGOs and social entities advancing environmental projects and looking for a
recognised certification framework to ensure their impact and secure funding.

e Consultants and auditors that require a rigorous and auditable standard to advise
their clients on water-related projects with a positive water impact.

Throughout the various stages of sustainable water management, organisations must act
strategically to minimise their impacts on the resource. Figure 1 presents this cycle in four
fundamental phases: Assessment, Reduction, Compensation, and Communication. This
approach, aligned with the ISO 14046 methodologies and the Water Footprint Network
(WFN), enables progress towards more transparent, resilient management with a positive
environmental impact.

+
ASSESSMENT EE M
Water footprint: WFN Plans: boseline, actions, objectives and indicators
(water footprint Network)
Improvements:
Water footprint: WULCA + Water management efficiency or Optimization
(150 14046 LCA-based) + Water reuse and circularity
+  Water quality discharge
+ Sustainable water use awareness
bl :| —
=8 e

Internal communication

External communication
(Memos/ESG/CSRD)

Verifications & Certification.
Marks and eco-labels.

ESG Targets and Performance
Reporting (CDP water, SBT,
atc.)

Suppaorting projects that
regenerate water resources
and the natural environment

Benefits for these actions
outside organisational
perimeter can be measured
in local saved water footprint
for a specific site

Figure 1. Sustainable Water Management Cycle

This cycle establishes a clear order of priorities (starting with assessment and reduction),
and opens a new field of action for organisations: the offsetting of non-reducible water
footprints through certified projects. It is within this framework that the purpose of the
Act4Water standard and its mechanisms of action are framed.

The entities to which the standard applies are grouped, for the purposes of the offset
scheme, into two specific categories:

e Organisations wishing to offset their residual water footprint to meet their
sustainability commitments and strengthen their water resilience.

e Entities promoting projects capable of generating such offsetting through
nature-based solutions or water infrastructure that provide verifiable benefits to the
resource, ecosystems and local communities.



The interaction between both actors is fundamental: while some seek to achieve their
sustainability objectives, others offer projects that transform that ambition into real,
measurable, and sustained impact over time.

Within this framework, the Act4Water initiative offers key services that structure this water
offset scheme (Figure 2):

e Drive local projects that generate a positive impact on water resources

e Connect organisations with viable projects where they can contribute to water
regeneration by offsetting their residual water footprint

e Certify organisations according to their track record and commitment to
sustainable water management

S,
:I ! L
DRIVING CONNECTING CERTIFYING
local projects that generate organisations and water organisations committed to
positive impacts on water regeneration projects corporate water footprint
resources through a science-based, and water stewardship

fair and consistent
framework

Figure 2. Key services of the Act4Water’s scheme

Act4Water offers a comprehensive approach to generating positive water impact,
combining rigorous measurement, reliable certification and strategic partnerships. Its
methodology, based on the water footprint and supported by the Water Footprint
Manual and ISO 14046, allows uniform quantification of both own impacts and those of
supported projects, integrating quantitative and qualitative effects.

Each project is independently certified and verified, ensuring investment translates into
real and measurable results. The process is transparent and traceable, backed by
registered certification marks validated by official bodies in Europe, the United Kingdom,
and the United States.



Additionally, Act4Water connects industry, cities, and territories, fostering public-private
collaboration and partnerships to implement projects with shared benefits for water,
ecosystems, and communities. The certification mark strengthens the trust and reputation
of organisations, positioning them as leaders in water sustainability.

1.4 Certifications

ActdWater has three types of official certifications corresponding to different ways of
contributing to water sustainability:

e Water +: for projects generating positive impacts on water resources.

e Water Positive: for organisations wishing to address their corporate water footprint,
with three certification levels based on commitment: Water Committed, Water
Active and Water Positive.

e Water Neutral: aimed at specific activities such as products, buildings or events
that have fully reduced or offset their water footprint.

These certifications have been registered, validated and finally published* at the
corresponding official certification mark offices in the European Union, the United Kingdom
and the United States, offering an international reach for sustainable and responsible

water resource management.

Act4Water certifications are based on a fundamental principle of local water
regeneration, aimed at encouraging organisations to contribute, as much as possible, to
projects generating positive impacts in the same catchments or territories where they
operate and cause the impacts of their activities. This approach strengthens the
coherence between corporate actions and the specific water environment they affect,
guaranteeing tangible benefits both for ecosystems and local communities. Below are
brief descriptions of the three certification categories that make up the Act4Water scheme

and its strategic focus on water sustainability. For more information, see chapter 3.

*Certification marks registered at EU IPO (No. Water + 018873998, No. Water Positive 018902711, No. Water
Neutral 018902620), United Kingdom (Reg. No. WO0000001787938) and United States (Reg. No. 7,772,773)
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1.4.1 WATER +: Certification for projects

The Water + certification accredits water offset projects and allows them to generate
Positive Water Credits (CAPs), units representing a positive impact on freshwater
resources.

WATER=

ACTL, WATE

Figure 3. Certification mark “WATER + ACT4WATER” (EUIPO No. 018873998)

CAPs can be acquired by organisations through Act4Water, providing financing to start,

implement and maintain projects, ensuring continuity and expansion of impact.

Obtaining the Water + certification provides a clear and reliable framework to measure
and ensure the positive impact of projects.

Projects certified with Water + benefit from:

e Private financing: access to funds through the sale of CAPs or access to loans or
specific green finance investments.

e Guarantee of sustained impact: continuity of the positive benefit on water over
time.

e Regulatory compliance: certification of existing or future projects, strengthening
credibility and avoiding greenwashing or misrepresentation in related
communications.

1.4.2 WATER POSITIVE: Certification for Organisations

The Water Positive certification recognises and encourages organisations’ commitment to
sustainable water use, offering three levels according to their degree of involvement and
actions undertaken.

1
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Figure 4. Levels of the certification mark “WATER POSITIVE ASSESS & REDUCE OFFSET ACT4WATER WATER
POSITIVE” (EUIPO No. 018902711)

- Water Committed

The Water Committed level is the first step on the journey towards sustainable water
management. Organisations with this certification have demonstrated:

e An assessment and diagnosis of their organisational water footprint, enabling
them to understand their water-related impacts.

e A reduction plan with clear and measurable targets. Organisations are expected to
provide evidence of compliance with the targets set in the reduction plan, following
the trajectory established over time.

- Water Active

The Water Active level recognises organisations that go beyond reducing their water
footprint by actively engaging in water regeneration projects beyond their operational
perimeter to offset part of their impact. Organisations holding this certification:

e Partially offset their direct water footprint by purchasing Positive Water Credits
(CAPs) from accredited projects.

e Positively contribute to the natural and social environment, integrating
regeneration into their sustainability strategy.



Water Positive

The Water Positive level is the highest and is reserved for organisations that fully offset their

direct water footprint and/or generate a net positive water impact.

To obtain this certification, the organisation must:

Fully offset their direct water footprint through one or more Water + offset projects.
Demonstrate sustained and deep commitment to water sustainability through
investments in regeneration, restoration, and conservation of aquatic resources.

Lead by example, showing that it is possible not only to reduce environmental

impact but also to regenerate aquatic ecosystems.

1.4.3 WATER NEUTRAL: Water Neutrality certification for activities

The Water Neutral certificate recognises activities that have achieved balance and

reached water neutrality. This certification assures end users that the water footprint of a

specific activity has been fully offset, achieving net zero impact on water consumption.

i 5

ACTZL WATER

Figure 5. Certification mark “WATER NEUTRAL ACT4WATER” (EUIPO No. 018902620)

The certification applies to diverse categories, allowing different types of activities to

demonstrate their commitment to water neutrality. Categories include:

Product: Certifies that the production of a specific good has achieved water
neutrality by offsetting water use across all stages of its life cycle.

Building: Acknowledges that the construction and operation of a building have
been managed such that its water footprint is fully neutralised.

Space: Applies to physical spaces such as hotels, supermarkets, factories, parks,
gardens, or other environments that have implemented sustainable water
management practices and offset their water consumption.



e Event: Certifies that the planning and execution of an event have been carried out
with efficient water management, offsetting the entire water footprint generated.

This certificate is tangible proof of an organisation’s or activity’'s commitment to
sustainability and protection of water resources, demonstrating responsible and proactive

leadership in environmental management towards their stakeholders or end users.

1.5 Project Cycle

The Act4Water Project Cycle establishes the stages, timelines, and frequencies necessary
for the evaluation, verification, and certification of a water offset project. Its purpose is to
ensure that certified projects generate real, measurable impacts consistent with the
standard’s principles.

1. Project Pre-assessment (optional)

When: Before the final design of the project.

Objective: Obtain preliminary guidance on the project's eligibility to generate Positive
Water Credits (CAPs) and the applicability of the standard’s principles.

Who: Requested by the Project Developer to the Act4Water evaluation team.

Outcome: Pre-evaluation report guiding the project design.

2. Project Evaluation

When: Upon completion of the technical design and before implementation or impact
validation.
Purpose: Prepare the Technical-Economic Report, containing:

Project description.

Definition of the baseline.

Impact estimates and methodology for calculating CAPs and CAP price.
Compliance with the Water + Principles and Requirements for projects.
Description of actors, competences, alliances, and governance.

Who: Prepared by the Project Developer, individually or with external assistance from an
Act4Water-accredited consulting entity.
Outcome: Technical-Economic Report ready for external verification.
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3. Conformity Assessment

When: After completing the Technical-Economic Report. The Project Developer undergoes
auditing.

Who: Independent authorised verifiers.

Purpose: Audit project compliance with the standard’s principles and requirements
through review of the Technical-Economic Report.

Outcome: Declaration of Conformity.

4. Act4Water Review and Certification

When: Immediately after submitting the Certification Request and obtaining a favourable
report and Declaration of Conformity from the authorised verifier.

Who: Act4Water evaluation team.

Purpose: Validate eligibility and issue the Water + Certificate.

Outcome: Project receives the certificate and validation of the expected Positive Water
Credits (ex-ante) or issuance of the actual Positive Water Credits (ex-post).

5. Monitoring and Certification Follow-Up

When: Every 12 months from the initial certification issue.
Objective: Ensure currency and validity of information and results.

Requirements:
e Update of the Technical-Economic Report.
e New Declaration of Conformity from the authorised verifier.

e Issuance of the new Act4Water Certificate.

Outcome: Continuation of “Certified Water + Project” status and issuance of ex-post CAPs
corresponding to the latest operational period (annual).

15



The process is schematically illustrated in Figure 6, which presents the five stages
composing the Act4Water Project Cycle: Pre-assessment, Evaluation, Verification,
Certification and Renewal.

Figure 6. Act4Water Project Cycle

2. METHODOLOGICAL FRAMEWORK

2.1. Water Footprint

The concept of water footprint was introduced in 2002 by Professor Arjen Hoekstra and his
team as a tool to comprehensively assess human appropriation of freshwater resources. In
2008, the Water Footprint Network (WFN) was established as an international organisation
that consolidated the methodology and promoted its global application.

The water footprint is an indicator of the total volume of freshwater consumed directly
and indirectly, as well as the volume of water required to dilute pollutants generated
during the production of goods and services. Its unit of measurement is the cubic meter
(m?), and it reflects the pressure that a human activity exerts on water resources, both

through use and environmental impact.
The Water footprint methodology considers:

e Direct water use: water consumption occurring during production processes within
the organisation or activity itself (manufacturing, cleaning, cooling, or the water
incorporated into the final product).

¢ Indirect water use: the volume of water used in earlier stages of the supply chain,
such as cultivation, extraction, or manufacture of raw materials and inputs needed

for production.
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A key feature of this methodology is to give spatiotemporally explicit information. The
footprint must be located within a specific river basin, identifying points of abstraction,
consumption, and return to the environment, as well as the period during which the water
use takes place.

The water footprint consists of three components or colours, based on the origin of the
water used (Figure 7):

° water footprint water originating from precipitation, temporarily stored in
the soil and used by vegetation or crops (edaphic water).

° water footprint: surface or groundwater withdrawn from rivers, lakes, and
aquifers that is not returned to the same system (e.g., evaporated or incorporated
into the product).

. water footprint: volume of water needed to dilute pollutants generated such

that quality standards defined for the receiving environment are maintained.

Water footprint of a consumer or producer

Direct water use Indirect water use
P N D I 1
I 1
1 1
1
E Green water footprint Green water footprint c !
: 5 & |
Water withdrawal 1 % £ h
i = 3
Non-consumptive ] . . s |
1 Blue water footprint Blue water footprint o
water use (return flow) ' 1
1
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1
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I o 1
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Figure 7. Schematic representation of the components of the water footprint.
Source: Water Footprint Assessment Manual. Establishing the global standard. WFN

This approach allows assessments at different scales:

e Product: quantifies the water required to manufacture a specific good (e.g, a
t-shirt or a cup of coffee).

e Individual or community: measures the water used to support a person’'s or
population’s lifestyle.

e Company or production facility: allows evaluation of water use and pollution
across the entire operation.
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e Territory or country: integrates productive, domestic, and environmental water

uses within a defined geographical areq, including imports and exports.

The Water Footprint Assessment Manual (Hoekstra et al, 201, WFN) is the official
methodological reference for applying this approach. It provides a robust tool to assess
water use sustainability and helps identify opportunities for improvement, both in terms of

efficiency and reduction of environmental impact.

2.2 ISO WATER FOOTPRINT

The ISO 14046 methodology, based on the Life Cycle Assessment (LCA) methodology
(also standardised by ISO 14040 and ISO 14044), sets out guidelines for calculating the
Water Footprint from a life cycle perspective of a product, process, or organisation. This
assessment can be conducted as a standalone study—focused exclusively on water—or
integrated within a broader environmental analysis including other impacts (energy,
emissions, waste, etc.). Its results can be expressed either as a single aggregated value or
as a profile of environmental impact indicators. It does not measure solely how much
water is consumed but also the effects on the local context - how consumption and

resource degradation impact ecosystems, availability for other users, and human health.

The outcome of an ISO-compliant study is expressed in equivalent cubic metres (m*eq),
representing a normalised and weighted unit of various environmental impact indicators.
ISO 14046 evaluates the potential environmental impacts associated with water use, both
consumptive and degradative.

These impacts are expressed through a set of environmental indicators which, through
processes of normalisation and weighting, can be transformed into a common single unit:
the equivalent cubic metres. This approach is comparable to the carbon footprint, where
different greenhouse gases are converted into a single indicator (CO: equivalent) via

equivalency factors.

Water availability loss can be caused by consumption - water no longer available for use
within the same basin) or degradation (water is too polluted to be used for a given
function) (Bayart et al., 2010).

18



Thus, ISO 14046 distinguishes water use (see Figure 8) as follows:

e Consumptive water use: Represents the freshwater withdrawn that evaporates, is
incorporated into products, or is returned to a different basin or the sea after use.

e Degradative water use: Describes the deteriorative change, in terms of quality, of
water used and returned to the same basin from which it was withdrawn.

Life Cycle Assessment

Carbon footprint Land footprint Other footprints

Water Availability Water Degradation
Footprint Footprint

and Direct pollution impacts

Water Scarcity i N

Footprint footprint footprint

Consumption Other water
pollution
footprints

Figure 8. Components of a complete ISO Water Footprint profile
(Climate Vulnerability: Understanding and Addressing Threats to Essential Resources)

Under this methodology, the consumption of 1 m?® of water in a high water scarcity area has
a different impact than the consumption of 1 m? in an area with greater water availability,
since the water footprint is a temporally and spatially differentiated indicator. Figure 8
summarises the components forming the water footprint according to the ISO 14046:2014
approach. Similarly, improvements in various water quality parameters will be reflected in
reduced eutrophication, acidification, and ecotoxicity impacts.

2.3. Credits Aqua Positive (CAPs)

Credits Aqua Positive (CAPs), also known as Positive Water Credits, quantify the positive
impact on water availability and quality generated by a Water + certified project. They
represent a unit to measure the savings in impact on water resources produced by
initiatives developed by public or private entities, also considering other environmental

and social co-benefits.

1 CAP =1.000 m® of water footprint saved
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Each CAP equals 1.000 cubic metres of water footprint saved within the water basin. CAPs
can be acquired by organisations wishing to compensate their water footprint by
supporting regeneration, replenishment, and conservation projects that contribute to more
sustainable water management.

Water footprint savings can be established when, compared to a baseline scenario, there

is:

e A reduction in the volume of water used for a specific use, making it available in the
water basin

e Animprovement in the quality of water discharged into the receiving water body

e Animprovement of the water body quality

Depending on the methodology used to calculate the project’'s water footprint, CAPs can
be expressed in two ways:

CAPs, when actual water savings are quantified in cubic metres, typically under the WFN
approach.

CAPs eq or equivalent CAPs, when savings are estimated based on environmental impacts
related to water use and degradation, as proposed by ISO 14046, and then converted into

an equivalent volume.

All Water + certified projects may include calculation of Water Credits in CAPs (WFN: blue,
green, and grey m?®) and in equivalent CAPs (ISO 14046: equivalent m?). This distinction
allows adaptation of the credit system to different standardised methodological
approaches for calculating corporate water footprint, maintaining comparability and

consistency of the results.

Thus, the CAPs associated with resource savings or water use efficiency of a project will be
calculated using both methodologies, WFN and ISO. For projects in basins facing
temporary scarcity, the interpretation of water footprint results (ISO 14046) will be
particularly relevant, considering the water stress factor of the basin where the
intervention occurs, as recommended by the AWARE method (Boulay et al., 2018).

Additionally, the CAPs associated with water quality improvement will be assessed,
quantifying the footprint saved through reduced degradation of the receiving water body.
In the case of projects with significant positive degradative impact, the water footprint
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provides a more accurate characterisation of the impact associated with each water
quality parameter contributing to the improvement of the water body.

See Chapter 4, RECOMMENDATIONS FOR EVALUATING POSITIVE WATER CREDITS (CAPs) AND THEIR
PRICING, for technical recommendations and examples on how to calculate consumptive and
degradative CAPs

Finally, additional CAPs linked to the environmental and social co-benefits of the project
are calculated. This is performed by evaluating the cross-effects of actions on other
sustainability aspects through a scoring method, which rates the contribution of each
evaluated item and generates a multiplying factor to be applied to the total number of
CAPs obtained from volumetric and degradative benefits. The following section explains in
more detail how externalities or additional co-benefits of compensation projects are

valued.

2.4. Environmental, Social, and Economic
Co-benefits

Within the Act4Water framework, the improvement of water availability and quality is the
primary priority of the scheme. However, it is also important to highlight the effects that
projects generating CAPs have in other important areas for the territory. The most
relevant impacts concern the project’s influence on the local economy, society, and
environment. The applied methodology is based on the publication Methodology to
Prioritize Climate Adaptation Measures in Urban Areas: Barcelona and Bristol Case Studies
(Guerrero-Hidalga et al., 2020).

All projects proposed under this standard must contribute some environmental, social, and
economic additionality. Therefore, an evaluation of the co-benefits associated with each
project must be conducted

e Social co-benefits: These are indirect benefits received by the local community.
The most common include job creation, improvements in education, health,
security, access to resources, conflict resolution, and social cohesion.

e Environmental co-benefits: These are positive impacts on the natural environment
where the project takes place, such as improvements in biodiversity, the quality or
volume of the aquifer, ecosystem health, condition of natural spaces, among
others.

e Economic co-benefits: These encompass indirect benefits related to the territory’s
economy derived from project implementation, including savings in infrastructure
or its maintenance, reduction of damages from natural hazards, creation of new
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economic sectors, increased business volume, enhanced productivity or efficiency,
and growth of local gross domestic product due to increased employment, among
others.

The evaluation is performed using a questionnaire designed for the project developer to
self-assess the project’s externalities and obtain a final score. This final score generates a
CAP multiplier factor to be applied to the total number of CAPs and equivalent CAPs
obtained for volumetric and degradative benefits calculated via the WFN and 1SO 14046
methods, respectively. This multiplier factor may never increase the CAPs obtained via
water footprint analysis by more than 15%.

In this way, the main benefit of a compensation project remains its contribution to the
quantity or quality improvement of the water body on which it is being developed, while
this factor seeks to recognise positive effects on biodiversity, human well-being, and other

ecosystem services resulting from the intervention.

See Annex |, Environmental, Social, and Economic Co-benefits of Act4Water

2.5. Categories of CAP-Generating Projects

Many types of actions and projects can improve the quantity and quality of water in a
basin. This section sets out to classify CAP-generating projects into six categories. While a
project may fit into more than one category, it is important to assign it to a single primary
category, as this choice guides reflection on which material impacts to model.

In general, CAP-generating projects are expected to produce local improvements not only
in water quality and quantity in ecosystems or urban areas but also to contribute
enhancements in ecosystem service provision and other social, economic, and
environmental co-benefits. Therefore, their design should aim to maximise these
co-benefits.

I. Water Efficiency

Actions that reduce water consumption and therefore lead to increased
water availability in the basin. The objective is to optimise water use and
management to ensure availability during periods of abundance and
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scarcity. This can be achieved by reducing water consumption and abstraction from
natural sources. Improving water efficiency reduces the need for extraction from natural
sources, helping maintain a balance in aquatic ecosystems and ensuring long-term
availability.

Water consumption and abstraction reduction includes:

e Optimisation of processes leading to lower water consumption in urban, industrial
or agricultural contexts.

e Drinking water network efficiency: infrastructure improvements or digitalisation
that reduce losses in distribution systems.

e Construction, rehabilitation, or improvement of infrastructure to recover
abstraction and utilise rainwater.

e Governance practices promoting water saving through awareness and education.

Il. Territorial water resilience

This category includes all projects that enhance the capacity to protect

@ and recover quickly from extreme weather events such as droughts and
@ floods. These projects are critical given the increasing frequency of extreme
weather events due to climate change. Adaptation measures are required

to protect against such hazards, preventing economic losses and fatalities.

Examples of resilience improvement projects include:

e Managed aquifer recharge
e Desalination in coastal zones
e Flood protection measures such as Sustainable Urban Drainage Systems (SUDS)

lll. Reuse and Circularity

This category includes projects transforming wastewater treatment
processes towards circular models that generate resources such as
reclaimed water, biogas, biomethane, agricultural fertilisers, and other

value-added biomaterials that save primary resources, including water.

As for reuse, an increase in the quantity of reclaimed water produced for agricultural,

environmental, recreational, urban and industrial uses leads to a reduction in water
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resource extraction. This rise in water availability for other uses is essential in basins with
high water deficit risk and temporary drought.

This is achievable through construction, rehabilitation, or improvement of infrastructure
enabling freshwater savings. Project types in this category include:

e Infrastructure (wastewater treatment plants): reclaimed water

e Irrigation systems using reclaimed water

e Governance practices promoting safe and effective reuse of treated water
e Systems for rainwater and grey water collection and use

Regarding valorisation of wastewater by-products, with indirect water savings, typical
examples are:

e Bioenergy: use of treatment residues for renewable energy production (biogas,
biomethane, green hydrogen)

e Biomaterials: transformation of sludge and byproducts into reusable materials like
bioplastics or agricultural inputs

IV. Water Quality of the Aquatic Environment

Improving the quality of water resources by removing a source of
pollution, building civil infrastructure or implementing a Nature-Based
AR Solution (NBS) that effectively treats effluent from a wastewater system, or

through governance measures that result in a better control of pollutants
entering the aquatic environment. The goal is a positive impact on one or
more water quality parameters discharged into or present in the receiving water body,
reducing grey water footprint or impacts such as eutrophication, acidification, ecotoxicity
or human toxicity.

Project types include:

e Wastewater treatment plants (WWTPs) and collection systems
e Constructed treatment wetlands (NBS)

e Constructed wetlands (NBS)

e Constructed lagoons (NBS)

e Stormwater control systems (anti-SUDs)

e Urban discharge management and digitalisation systems

e Governance for freshwater pollution awareness and education
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V. Ecosystems and Biodiversity

Projects aiming to generate positive impacts on ecosystems or habitats
through specific restoration and conservation actions. The objective is to
improve ecological status of natural habitats, ensuring their role within the

water cycle and capacity to provide essential ecosystem services. This can
be achieved through restoration of aquatic and terrestrial environments, biodiversity
recovery and implementation of nature-based solutions. Improved natural habitats also
link positively to indirect environmental, economic and social co-benefits.

Aquatic environment restoration includes the recovery of degraded aquatic ecosystems
through improvements in quality or quantity, as well as the regeneration of flora and

fauna:

e Implementation of blue and green infrastructure

e Restoration and regeneration of wetlands and riparian forests
e River restoration

e Removal of water intakes, infrastructure or drainage closure

e Greenfilters

e Creation of new water bodies (ponds, depressions)

e Control of natural flooding regimes

e Removal of invasive or desiccating species

e Dredging operations

Terrestrial environment restoration includes forests and other natural terrestrial
ecosystems essential for the water cycle, influencing water availability through soil
percolation, improving groundwater levels, and serving as natural filters and regulators of
surface and groundwater flows. Also important for hazard risk reduction (floods, droughts,
landslides, etc.), including:

e Restoration and conservation

e Renaturalisation

e Biodiversity recovery

e Reforestation

e Afforestation

e Habitat regeneration

e Removal of invasive species

e Introduction of threatened species
e Pollinator introduction
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e Land acquisition

e Vegetation management

e Soil management

e Controlled grazing

e Sustainable agricultural production

Water efficiency Water Resilience

Reduction of consumption or leakage thus O Improved resilience through flood management or
@ increas ator wvslabifty o the 1 &) .. ’ ’

increasing the freshwater availability at the river aquifer recharge.

basin.

Water Quality Ecosystems and biodiversity

Improve water quality of effluents or runoff Regeneration, restoration or depollution of aquatic

discharge fo environment. or terrestrial bodies enhancing biodiversity, nature

and ecosystem services.
Water Reuse

Water reclamation for several uses (environmental, urban, industrial or agricultural purposes) that leads to a reduction

of freshwater use or an increase in water availability.

Figure 9. Typology of Water Footprint Compensation Projects

Each project must be analysed with expert judgement, assessing contributions and
potential CAPs it may generate from water quality improvement or increased resource
availability perspectives. To ensure rigour and transparency in CAP-generating project
implementation, assessments must be conducted at two critical moments: before and
after project implementation, enabling characterisation of baseline scenario (prior or
hypothetical scenario without project) and post-implementation scenario (situation after

project actions).
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2.6. Project Assessment: Ex-Ante and Ex-Post
Analysis

Generally, two distinct cases arise: requests for validation of anticipated CAPs to develop a
new compensation project (Ex-Ante CAPs), or requests for recognition of CAPs generated
by already executed projects (Ex-Post CAPs). The main features of Ex-Ante and Ex-Post
analysis stages are described below.

Ex-Ante: Preliminary analysis or assessment estimating expected impact on water
quantity and quality, and associated social, economic, and environmental co-benefits
relative to the baseline scenario.

Ex-Post: Assessment performed after implementation of actions forming the
CAP-generating project, aiming to measure and verify actual impacts achieved in the
latest analysis period, comparing them to initial estimates.

2.7 Principles and Requirements of the
Compensation Scheme

Projects generating positive impact measured in Positive Water Credits (CAPs, or Credit
Aqua Positive), and organisations managing their water footprint adhering to the
Act4Water movement, must be governed by principles that ensure transparency and

methodological rigour, to achieve real positive impact in the territory.

Likewise, the Act4Water Standard is designed to be equitably applicable to any type and
size of organisation or entity that wishes to certify a Project or support it through the
acquisition of Positive Water Credits to manage their water footprint and generate positive
impact.

The standard ensures its applicability in any country of the European Union, the United
Kingdom and the United States regardless of region or sector, ensuring that all interested
organisations have access to the benefits of the collaboration and compensation scheme

under equal conditions.
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To obtain the Act4dWater Water + Certification, entities and/or organisations must
contribute to Act4Water's Vision and Mission, applying the specific principles and
requirements established:

—_—

Principle of Contribution to Water Security, Climate and Sustainable Development
Safeguard Principle

Additionality Principle

Stakeholder Inclusion Requirement

Impact Sustainability Requirement

o oA ®w N

Requirement for Compensation Project Developer Entities

Compliance with the Principles and Requirements will be demonstrated in the Project's
Technical-Economic Report, subject to external verification and finally, assessed in the
Water + Act4Water certification assessment process. In the case of organisations that
have requested Water Active or Water Positive certification and claim to have generated
positive impact outside their business perimeter equivalent to compensating part or all of
their water footprint, the projects or initiatives that have been promoted must also at least
comply with the Principles and Requirements, even if they do not have Act4Water Water +

certification.

. Principle 1: Contribution to Water Security, Climate Security and
Sustainable Development

Compensation projects under Act4Water must demonstrate a clear net positive impact
on water and climate security compared to a baseline situation, as well as on the
sustainable development of local communities. To achieve this, they must ensure that:

e Projects must belong to one of the eligible project types or must undergo eligibility
approval by Act4Water.

e Projects must define their Baseline Scenario and their Post-Project Scenario.

e The compensation of the direct water footprint should, where possible, be carried
out through projects located in the same watershed where such footprint is
generated.

e Projects must address real local issues and contribute positively to water security,
climate security and sustainable development in relation to the Baseline.

Compliance with this principle is demonstrated during the assessment process of the
ActdWater Water + mark application, incorporating its justification in the Project's
Technical-Economic Report, passing external verification and assessment by the
Act4Water team, according to the Act4Water Standard.
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(a) Types of Eligible Projects

Projects that demonstrate an improvement in the quality or quantity of the water resource
that belong to one or more categories in Section 2.5 of the Act4Water Standard.

For project types that are not automatically eligible, a Project Developer may request
guidance from Act4Water by applying for a Pre-Assessment service.

(b) Project Scenario Definitions

The Project must define both the Baseline Scenario and the Project Scenario, defined as
follows:

e Baseline Scenario: The reasonable and conservative scenario that would exist in
the absence of the project. When establishing the Baseline Scenario, the Project
Developer must select the appropriate geographic and temporal scope according
to available information about the watershed, its various resources and water uses
that will be affected by or affect the project.

e Project Scenario: The scenario that will exist once the actions comprising the
Project are implemented and the Project is in the phase of generating positive
impact or saving water footprint.

The Baseline and Project Scenarios must be included in the Technical-Economic Report
and serve as the basis for the other Principles described in this section.

(c) Local Compensation

Compensation of an organisation’s direct water footprint should be prioritised within the
same watershed where it originates. Consequently, entities seeking collaborators to
promote projects that generate savings in a watershed's water footprint must consider this
local component. Organisations wishing to go beyond internal footprint management and
decide to compensate for their water impacts are recommended to first identify Positive
Water Credits (CAPs) generated by projects located in that same watershed whenever
possible, or stakeholders with whom to establish alliances to solve local water challenges.
This approach directly contributes to the restoration and preservation of local water
resources, ensuring that compensation benefits are applied in the effectively affected
territory. Only when there are no viable alternatives within that watershed or when the
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organisation's direct footprint impact is very locally disseminated, it will be advisable to
concentrate efforts on priority regions or projects, considering the use of CAPs from other
watersheds, always respecting criteria of territorial coherence and impact effectiveness.
This implies that projects promoted to cover indirect water footprint, associated with the
value chain, must take place in the watersheds where the impact is generated.

(d) Contribution to Water Security, Climate Security and Sustainable
Development

All projects must demonstrate a clear and direct contribution to water security, climate
security and sustainable development, defined as the generation of demonstrable net
positive impacts compared to a baseline. This contribution materialises mainly in the form
of Positive Water Credits (CAPs), considering both the saved water footprint and the

environmental, social, and economic co-benefits.

Positive impacts must be a main result of the project, meaning they must arise
intentionally and directly. They should not be limited to specific moments or manifest only
in certain project phases.

The project must identify positive impacts by comparing the baseline scenario with the
scenario resulting from the execution of the actions that make up the project. Positive
impacts must demonstrate a positive effect beyond what would be expected to occur
naturally in the Baseline Scenario. However, in general, projects whose main objective is
compliance with current legislation will not be admitted.

Il. Principle 2: Safeguard Principle

Projects must carry out a preliminary assessment in accordance with Act4Water's
Safeguard Principles and Requirements, to ensure that, while generating positive impacts
in water terms, they do not transfer or cause significant negative impacts on the
environment or society. This assessment must allow for the identification of possible

cross-cutting environmental and social impacts, such as:

e Impact on biodiversity in adjacent areas

e Soil degradation or loss of vegetation cover
e Conflicts over water access or distribution

e Alteration of traditional resource uses

e Involuntary displacement or impact on local livelihoods
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In line with the DNSH (Do No Significant Harm) principle of the European Investment
Taxonomy (or similar frameworks applicable to each geography) projects must avoid
causing significant environmental harm to any of the six established environmental
objectives.

This implies that:

A. The project conducts a structured assessment of cross-cutting environmental
and social risks and impacts, based on the criteria established in the Safeguard
Principles and Requirements document.

B. The project defines and justifies specific measures to prevent, mitigate, or
compensate for identified negative impacts, ensuring their coherence with current
regulatory and social frameworks.

C. All this information, along with impact monitoring indicators that allow for
monitoring, reporting, and continuous improvement, is incorporated into the
project's Technical-Economic Report, in the section corresponding to the Safeguard
Principles and Requirements.

lll. Principle 3: Additionality

The financing of projects through the purchase of CAPs by organisations or other entities
must be additional to activities already fully funded by public bodies or with some type
of public funding. Thus, the CAPs financing scheme aims to be incentivising, meaning that
the project would not have been executed, maintained, or expanded without this financing
framework.

Furthermore, the additionality criterion implies that improvements in water resource quality
or quantity would not occur naturally without the actions that make up the project.
Consequently, double financing of activities already covered by other sources will not be
accepted, unless it is clearly demonstrated that the income from CAPs is allocated to a
new phase or additional component of the project, or there is proof of a firm agreement
with the funding body to allocate them to another purpose of similar nature. Project
developers are also required to notify Act4Water of any transactions involving the certified
CAPs.

Thanks to this requirement for financial clarity and traceability, it also helps reduce the risk
of double allocation or double counting of Positive Water Credits (CAPs). This is because
each project must justify its unique and incremental contribution to water resource
improvement, ensuring that benefits attributable to the same action or water body are not
counted multiple times.
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By successfully following these requirements and procedures:

e The project demonstrates alignment with the Additionality principle and, therefore,
can apply for Act4Water Certification as a water compensation project.

The following requirements apply according to each project's status:

Regular Projects: The project is not carried out unless there is an entity interested in
supporting the project from its inception and receives funds in advance to start project
activities.

Co-financed Projects: Projects eligible to generate Positive Water Credits may be
co-financed by public funds. The distribution of generated credits will be weighted
according to the funding distribution. Only the part not subject to public funding will be
eligible.

Executed Projects: Projects that have been fully or partially executed before their
registration in the Act4Water scheme, but can qualify to generate Positive Water Credits if
they demonstrate they would not have been viable or sustainable without additional
financial contribution from CAPs buyers.

(a) The project has a non-profit purpose

The water footprint compensation scheme has a purely incentivising and standardisation
purpose for project developer entities and compensating or positive local impact
generating entities. Project financing through CAPs sales should not have a merely
profitable or speculative purpose, beyond covering direct and indirect costs linked to the
service. Since the credit price is determined at the time of certification, developers are
allowed to contemplate a small industrial benefit for project development that
corresponds to what is expected according to project activity and local market context.
The industrial benefit value used, and its justification must be explicitly mentioned in the
Technical-Economic Report submitted for external verification.

(b) CAPs transactions

The acquisition of Positive Water Credits (CAPs) can be carried out directly by the
interested organization or through a third party acting on its behalf. In the latter case, the
intermediary or consultancy does not acquire disposal rights over the certificates: its role is
limited to managing the purchase on behalf of the client.

The resale of CAPs is expressly prohibited, understood as any subsequent transaction for
the purposes of speculation, revaluation, or independent commercialisation outside of the
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water compensation framework. This provision ensures the transparency of the
mechanism, prevents artificial price inflation, and guarantees that the certificates are used
exclusively for the purposes of water positive impact generation or neutralising
organisational water footprint balances as established in the Standard.

IV. Requirement 4: Stakeholder Inclusion

Projects must consult and integrate Relevant Stakeholders who will be affected by or
involved in the project. The project design must include an analysis of impacts on
stakeholders, incorporating their perspectives and contributions, and ensuring that
decisions consider feedback obtained throughout project development. It is
recommended to include Subject Matter Experts in the Stakeholder Groups according to

the different project stages.
By successfully following these requirements and procedures:

A. The Project demonstrates how it has identified, segmented, and prioritised
Stakeholders, meaning any party that will be affected by or can affect Project
Development. The Project presents consultation records and evidence of how
consultation results and stakeholder concerns have been considered and how
conflicts of interest between them have been avoided where possible.

B. The project demonstrates that an adequate system has been developed for
continuous recording and responding to stakeholder concerns.

C. The Project includes the above points in the Technical-Economic Report.

(a) Stakeholder Consultation and Participation

The Project Developer will be responsible for identifying and informing all relevant
stakeholders, including local communities, affected parties, and other involved actors. All
Projects must conduct a Stakeholder Consultation process and maintain an ongoing

participation scheme.

Stakeholder consultation should be carried out before the project starts. If this consultation
occurs after the start, the Project Developer must justify how comments received during
consultation were incorporated into project development.

The Project Developer must provide detailed information about the Project's purpose,
magnitude, and duration, its contribution to water and climate security and sustainable
development, as well as compliance with safeguards, to ensure active stakeholder
participation and their ability to influence the project.
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The project must have a formal scheme for receiving suggestions, comments, and
complaints. This system must be addressed and explained during Stakeholder
Consultations.

The project must describe in detail the stakeholder consultation process in the Report,
documenting the entire process, including comments received and how these were
considered in Project design. For preliminary review, Project developers may submit a draft
consultation report. This report must include, at minimum: consultation date, list of invited
stakeholders, invitation method used, information provided to stakeholders, and
comments received. All documentation must be included in the Project's
Technical-Economic Report.

(b) Public Water Domain

Projects carried out in public domain or public water domain must have approval from
competent authorities, according to the corresponding watershed, and comply with
current regulations. The Project Report must describe the role and competencies of
Stakeholders related to competent public administrations.

V. Requirement 5: Impact Sustainability

The sustainability of impact generated by projects certified under the Act4Water Standard
is guaranteed through a combination of technical and operational criteria that allow
benefits to be extended over time and ensure their traceability. For this, projects must
consider the following key elements:

(a) Project Start Date

Understood as the earliest date on which the Project Developer has committed financial,
technical, or human resources associated with its implementation. This milestone delimits
the beginning of the eligibility period for generating Positive Water Credits (CAPs) and

marks the start of the project assessment cycle.

(b) Project Lifespan

Corresponds to the estimated period during which project interventions will continue
generating significant hydrological benefits. This duration must be technically justified and
align with the nature of implemented actions.

34



(c) Operational and Technical Planning
Projects must incorporate solid planning that supports impact sustainability, including:

e An Operation and Maintenance (0O&M) Plan, ensuring continuity of implemented
actions throughout their lifespan. It must describe activities necessary to preserve
generated water benefits, define those responsible for execution, and establish

human and financial resources required for implementation.

e An Impact Monitoring Plan, determining how both baseline and achieved progress
will be measured. This plan must detail assessment methods, indicators used, and
results verification mechanisms.

(d) Project Evaluation: Ex-ante and Ex-post Analysis

To ensure transparent and effective implementation, projects can certify CAPs at two key
moments:

e Ex-Ante: Preliminary analysis conducted before project actions implementation,
allowing estimation of expected impact on water resource quantity and quality, as
well as associated social, economic, and environmental benefits, obtaining Ex-ante
certified Positive Water Credits and price estimation. The purpose is to facilitate the
developing entity obtaining binding agreements with compensating organisations,
ensuring funds to start the project.

e Ex-Post: Evaluation conducted once the project has entered monitoring and
follow-up phase, annually during project lifespan, aimed at verifying actual impacts
obtained versus estimates formulated during Ex-ante analysis compared to
baseline scenario. This assessment must be based on data collected through an
established monitoring system, and its main purpose is to support effective
issuance of Positive Water Credits (CAPs) through verifiable and traceable

evidence.

All mentioned elements must be properly integrated into project technical documentation,
Technical-Economic Report, which forms the basis of Act4dWater Standard Project Cycle.
This cycle comprises processes designed to ensure impact sustainability over time, from

initial validation to continuous monitoring.
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Specifically, projects must:

1. Present Technical-Economic Report, consolidating all required technical
information, including project design, maintenance plan, monitoring system, and
impact tracking mechanisms.

2. Undergo External Verification, involving Technical-Economic Report audit by
authorised independent entities who issue Project Conformity Declaration with
Act4Water certification marks.

3. Be reviewed and approved by Act4Water, with consequent certificate issuance
under Water + mark, formally recognising positive impact generated by project
(CAPs and price/CAP).

4. Conduct annual impact certification including updated revalidation of project
information and documentation with actual data from last annual operation cycle,

thus ensuring continuity and traceability of achieved positive impacts.

This set of processes constitutes the Act4Water Project Cycle, establishing requirements,
timeframes, and procedures for each stage, from pre-assessment to renewal. Complying
with this cycle not only technically validates projects but demonstrates their capacity to
generate real, verifiable, and sustainable impacts on water resources, enabling impact
declarations issuance and generation of Positive Water Credits certified by Act4Water.

See Chapter 1.5, Project Cycle, for more information about this process.

VI. Requirement for Compensation Project Developer Entities

This section defines the criteria that entities wishing to certify projects under the Water +
mark, which generate Positive Water Credits (CAPs), must meet. Its purpose is to ensure
that such projects come from entities with the technical, operational, and ethical
capacity to design and implement effective, verifiable, and traceable actions that
contribute meaningfully to water resource improvement.

(a) Nature of Activity of the Organisation Requesting Water + Certification

Organisations whose main activity falls within at least one of the following categories may

access Water + certification:
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1. Organisations Responsible for Urban Water Cycle Management
Includes public or private entities operating in areas such as drinking water supply,
sanitation, wastewater treatment, urban drainage, reuse, or integrated water
management in urban environments. These organisations are perfectly positioned
to develop projects aimed at improving water efficiency, aquifer recharge, urban
watershed restoration, or improving discharged water quality, etc.

2. Organisations Focused on Agricultural or Agro-industrial Management
Corresponds to agri-food sector entities such as cooperatives, agricultural
companies, irrigation associations, or agro-industries that use water resources in
their production processes. These actors can present projects focused on efficient
water use, transition to sustainable agricultural practices, or implementation of
nature-based solutions that generate water ecosystem services.

3. Organisations Dedicated to Natural Space Custody, Restoration, or Recovery
Includes environmental NGOs, community associations, foundations, or other
entities whose main mission is conservation, restoration, or sustainable
management of aquatic ecosystems, wetlands, riverbank areas, or watersheds.
These organisations can develop compensation projects that generate positive
impacts through ecological restoration, active conservation, recovery of
hydrological functions, etc.

Any other type of organisation wishing to develop Water + projects must first be assessed
by the Act4Water assessment team to determine eligibility.

(b) Differentiation between Water Footprint Reduction and Compensation

Entities supporting compensation projects must understand the difference between
reducing their Water Footprint and creating positive impacts that enable Positive Water
Credits (CAPs) generation. This distinction is essential, as only positive impacts external to
their business perimeter—that is, directly benefiting all watershed users or third
parties—can be considered as compensation.

A project that reduces water consumption or improves water quality used by the
implementing organisation itself constitutes an internal Water Footprint reduction action.
These actions are important but do not generate CAPs, as the direct beneficiary is
exclusively the entity implementing the project.

Project developer entities fitting the types described in section (a), while implementing
project actions may be reducing their organisational water footprint, their objective is to
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benefit society or all watershed users, thus generating CAPs that can be acquired or used
by other entities wishing to contribute to local water challenges solutions.

An exception is the agri-food sector, which, while providing an essential service, faces
enormous resource management challenges while investment capacity is very limited.
Understanding that the compensation scheme can provide help for the sector and great
benefit for surface and groundwater resources protection, they have been incorporated
into the classification of compensation project developer organisations.

(c) Reduction before Compensation

From compensation project developer entities’ perspective, it is fundamental to promote
Positive Water Credits (CAPs) generated by their initiatives as a tool to compensate for
remaining water impacts, that is, those that could not be reduced internally by
organisations acquiring them or economically supporting the project and its actions.

In this sense, developers must know that organisations wishing to compensate have
Act4Water's Water Positive and Water Neutral certification available to ensure that CAPs
have been applied to the organisational balance of remaining water footprint, once the
footprint has been analysed, and they have implemented verifiable measures to reduce
their Water Footprint. This implies that legitimate CAPs use depends on compensating
entities having demonstrated improvements in their processes and operations’ water
efficiency, adopted technologies promoting water saving, reuse, or recycling, and applied
effective management strategies minimising their impact on the resource.

Only once this requirement has been met by the third-party wishing to compensate, can
CAPs be used as a valid instrument to neutralise the remaining fraction of their water
footprint, that is, the part that could not be reduced through internal actions.

Therefore, Positive Water Credits (CAPs) should be understood as a complementary
compensation tool, whose legitimate use is conditioned on the acquiring entity having
previously implemented verifiable Water Footprint reduction measures. This sequence
ensures that compensation only applies to unavoidable residual water impacts,
strengthening Act4Water scheme integrity and consolidating its function within a
responsible water management strategy, where reduction always constitutes the first

step.
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3. CERTIFICATION MARKS

The Act4Water certification marks represent a strategic vision of water sustainability that
goes beyond the efficient use of resources. They are based on a holistic approach that
requires organisations to measure, reduce and offset their residual water footprint,
ensuring that this process remains credible, traceable and verifiable.

Within this framework, project developers play an essential role by creating positive
impacts on water resources through improvement, restoration, conservation, and
collaboration. This creates a model of shared responsibility, enabling companies and
organisations not only to neutralise their impacts, but also to actively contribute to the

regeneration of water resources.

This chapter describes the steps required to obtain Act4Water certifications, detailing their
requirements, stages and procedures, grouped into three categories:

e Certification of compensation projects (Water +)

e Corporate certification for organisations (Water Committed, Water Active, and
Water Positive)

e Certification of water neutrality for specific activities (Water Neutral)

3.1 WATER + ACT4WATER Mark - Offset Projects

The Water + certification is awarded to projects that generate Water Credits (CAPs)
through activities that restore, preserve or improve the condition of water bodies.
Certification requires applicants to follow a structured process to ensure that projects fully
comply with the Act4Water Standard and that their positive impact on water resources is
genuine, traceable and verifiable.

3.1.1Basic Requirements
To be eligible for Water + certification, a project must:

e Comply with the Principles and Requirements of the Compensation Scheme.

(https://www.act4water.org/en/act4water-standard/principles-and-requirements/)

e Align with at least one of the eligible project categories (Chapter 2.5): water
efficiency, territorial water resilience, reuse and circularity, water quality, or
ecosystem and biodiversity protection.
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Obtain and maintain  a valid Declaration of Conformity from an
Act4Water-authorised verification body (see list at

https://www.act4water.org/en/standard/), confirming that:

o a. The content of the technical and economic report is accurate, traceable
and demonstrates compliance with the Act4Water Standard.

o b. The calculation of (Ex-ante or Ex-post), including their valuation, has been
carried out correctly in accordance with the recommended methodology.

3.1.2 Application Process

1. Pre-assessment

If a project is particularly unique, its eligibility uncertain, or if it is an applicant’s first time

undergoing certification, it is recommended to submit a pre-assessment request via the

Water + pre-assessment form (https://www.act4water.org/en/project-pre-assessment-application/).

This allows the Act4Water team to provide early guidance before project design or formal

submission.

Pre-assessment requests must include:

Name of the applicant

Sector and type of organisation

Contact details (telephone and email)

Intended services for certification

Project name and type

Brief project description

Optional project documentation

Proof of payment of the fixed pre-assessment fee

Act4Water will review the request and confirm whether the project can proceed to the

formal application.

2. Formal application

Upon approval of the pre-assessment stage, applicants must submit:

A detailed Technical-Economic Report covering project development,
methodology, services and cost structure
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e Estimated CAP calculations together with documented co-benefits (environmental,
social, etc.)

e A favourable verification report issued by an accredited body (Declaration of
Conformity with the relevant regulations and the Act4Water Standard)

e Proof of payment of the applicable evaluation fee

4. Application Evaluation

Act4Water will review the application and may request clarifications or corrections where

information is incomplete.
Authorisation may be refused in the following cases:

e Non-compliance with the requirements established in the Act4Water Standard.

e The proposed products or services do not correspond to those eligible for
certification.

e The submitted documentation is inadequate or incomplete and has not been
rectified following the request

5. Decision and Certificate Issuance

If the application meets all requirements, the project will receive a Water + Certificate. This
certificate will list both the ex-ante and ex-post Positive Water Credits and their certified
price. The applicant will also be issued a formal Authorisation to Use the Certification
Mark, along with the Water + Brand Kit, which explains correct branding and disclosure
and provides brand assets (logos) and brand guidelines.

3.2 WATER POSITIVE ACT4WATER Mark

The Water Positive certification is intended for organisations that, having measured their
water footprint, have adopted specific measures to reduce and compensate it through
the acquisition of certified CAPs. This mark demonstrates that the organisation has not
only managed its water use responsibly, but has also contributed to its regeneration,
thereby achieving a net positive impact.

Certification follows a rigorous process that guarantees traceability, accuracy and
compliance with the ACT4WATER MOVEMENT scheme, which governs the voluntary

programme for water footprint management.
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3.2.1Basic Requirements

The organisation must maintain a valid Declaration of Conformity or favourable
verification report from an authorised body.

See the list of authorised verification entities at: https:[ [www.oct4woter.orgZen[stondard[

The declaration is obtained after a full verification of the Act4Water Standard requirements
through the submission and audit of an Organisational Water Balance Report. This report
must demonstrate:

a. That the organisation has correctly assessed its water footprint in accordance with
recognised standards such as the Water Footprint Assessment Manual and/or ISO 14046,
while justifying its modelling choices, assumptions and exemptions.

b. That the organisation has either a track record of water reduction measures or a
formal, board-approved/public reduction plan with a clear timeframe. Evidence of

progress meeting these commitments must be provided in line with the reporting period.

c. That the organisation has correctly calculated the necessary CAPs to balance or
positively offset its footprint and has acquired sufficient certified CAPs to cover the impact
during the relevant period (usually annually). Depending on the degree of commitment,
entities may qualify under one of three levels: Water Committed, Water Active or Water
Positive.

Water footprint compensation should be prioritised in the same river basin in which the
impact occurs. Only in exceptional, duly justified circumstances may compensation be
implemented in other basins, provided that additionality and local relevance are
guaranteed.

Where impacts are diffuse and low, effectiveness should be maximised by concentrating
compensation in a specific project or geographical area.

3.2.2 Application Process

1. Application submission

Organisations interested in using the Water Positive certification to identify their activities
must submit their application through the form available at

https://www.act4water.org/en/certifications/
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The application must contain the following minimum information:

e Name of the applicant

e Sector and entity type

e Contact email and telephone

e Products/services for which certification is sought and the intended level
(Committed, Active, Positive)

2. Formal application

Act4Water will review the submitted information and contact the organisation to confirm
next steps. Following this initial review, the applicant will be asked to provide the following
documentation:

e A valid Declaration of Conformity from an Act4Water-authorised verifier
e Proof of payment of the applicable evaluation fee

3. Application Evaluation

Act4Water will review submissions and request corrections or supplementary
documentation when needed. Approval may be denied if:

e Requirements of the Act4Water Standard are not met
e Proposed products or services are ineligible

e Documentation is inadequate or remains incomplete after notice

4. Decision and Certificate Issuance

If the submitted documentation is adequate and compliance with the Standard’s
requirements is verified, Act4Water will grant the authorisation to use the Water Positive
certification mark, corresponding to the level awarded to the organisation (Water
Committed, Water Active, or Water Positive). The applicant entity will receive a Certificate,
an Authorisation to Use the Certification Mark, and a Brand Kit, which provides the
mark-use guidelines and brand assets (logos and templates) for correct application
across communications.
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3.3 WATER NEUTRAL ACT4WATER Mark

The Water Neutral mark is awarded to activities that achieve net-zero water balance
through accurate calculation, full reduction and complete offset of their water footprint, as
validated under the Act4Water Standard. Neutrality is attained through the acquisition of
certified CAPs, sourced from Water + projects or other recognised initiatives that have
verifiable positive water impacts.

This certification applies flexibly to products, events, buildings or spaces, with no

category-specific requirements.

3.3.1Basic Requirements
Applicants must submit an Activity Water Balance Report demonstrating:

a. Correct assessment of the water footprint of the activity in accordance with
recognised standards (Water Footprint Assessment Manual and/or ISO 14046), with all

modelling assumptions, exemptions and justifications clearly stated.

b. A reduction trajectory or formal reduction plan, approved internally or publicly, with
evidence of delivery to the commitments.

c. Accurate calculation of CAP requirements and evidence of acquisition of sufficient
certified CAPs to fully compensate the footprint of the assessed activity.

Compensation should be local and basin-specific whenever possible; in exceptional

cases, other basins may be used if additionality and local relevance are demonstrated.

For products where indirect water use exceeds 80% of the total footprint, neutrality can only
be declared if both direct and indirect impacts are offset across the value chain. This
requirement ensures that neutrality claims are credible, verifiable and meaningful for
stakeholders and consumers alike. The process includes a full audit by an authorised
Act4Water verifier, reviewing all technical data to ensure validity and traceability.

See the list of authorised verification entities at: https://www.act4water.org/en/standard/
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3.3.2 Application Process

1. Application Submission
Applicants submit an online form with:

e Name of the applicant

e Sector and activity type

e Contact details (email, phone)

e Identification of the product, event, building or space

N

. Formal application

Act4Water will review the submitted information and contact the organisation to confirm
next steps. Following this initial review, the applicant will be asked to provide the following

documentation::

e A favourable verification report from an Act4Water-authorised auditing body
(Declaration of Conformity)

e Supporting documentation for footprint calculations, reductions and CAPs
purchased

e Payment of the relevant evaluation fee

3. Application Evaluation

Act4Water will review submissions and request corrections or supplementary

documentation when needed. Approval may be denied if:

e Requirements of the Act4Water standard are not met
e Proposed products/services are ineligible
e Documentation is inadequate or remains incomplete after notice

4. Decision and Certificate Issuance

If the submitted documentation is adequate and compliance with the Standard's
requirements is verified, Act4Water will grant the authorisation to use the Water Neutral
certification mark. The applicant entity will receive a Certificate, an Authorisation to Use
the Certification Mark document, and a Brand Kit, which provides the mark-use
guidelines and brand assets (logos and templates) for correct application across

communications.
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4. RECOMMENDATIONS FOR ASSESSING
POSITIVE WATER CREDITS (CAPs) AND
THEIR PRICE

4.1. Preliminary Considerations

The Act4Water initiative promotes the generation of actions that improve water resources
which, in many cases, would not otherwise be implemented. Therefore, the calculation of
the volume generated through actions that are not yet developed or implemented is
based on estimations of average annual volumes or values from validated models, such
as historical data or standardised hydrological balances. Similarly, the project's total
annualised cost is estimated based on its initial capital costs and operating and
maintenance expenses, the project lifespan and a discount rate set according to the most

up-to-date literature.

However, Act4Water recognises how important it is to keep funding in place to maintain
the ongoing actions and existing infrastructure so that the resource can continue to be
improved. In these cases, measurements of resource generation should be as realistic as
possible, performed in situ whenever possible, and CAP price estimation should be based
on the actual operational and recurring costs of the intervention, as well as any costs
required for rehabilitation if necessary. Accordingly, the costs associated with each
investment should be segmented, distinguishing between those related to the initial
investment (CAPEX) and those related to the operation and maintenance (OPEX) of the

project.

For early-stage projects, the goal is to incentivise partnerships and collaboration
agreements to secure the capital needed to launch the project. To this end, it makes it
possible to estimate and validate a number of CAPs to be generated that can ultimately
be displayed in a Water + certificate as ex-ante CAPs. The indicative price of these ex-ante
CAPs is also subject to audit based on budgets, appraised reports, engineering projects, or
similar documentation, and the price proposal presented in the Project’s

Technical-Economic Report.

The water cycle involves greater uncertainty than the carbon cycle, due to its variability
depending on hydrological and climatic conditions, which are difficult to predict precisely.
To preserve the raison d’étre of Act4Water—which seeks rigour and transparency in the
water compensation scheme—once ex-ante CAPs are estimated, a period of project
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monitoring and tracking begins. Annually, the project undergoes certification based on real
hydrological and economic data, generating an annual number of ex-post CAPs at verified
real prices until the project’s end of life.

Therefore, two differentiated cases generally exist:

e arequest for validation of anticipated CAPs to develop a hew compensation project
(ex-ante CAPs)

e a request for verification and recognition of CAPs for compensations obtained by
projects already implemented (ex-post CAPs).

All CAP-generating projects will define a temporal horizon during which the project is
active, describing all actions included as well as their positive impact and the necessary
financial resources. Thus, it is recommended to identify and characterise the following for
the calculation of ex-ante or ex-post CAPs:

e Baseline scenario characterisation
o Geographic and temporal scope, as well as available information on the
basin to which the project belongs.

o Water resources and uses that may be affected by or affect the project.

e Project scenario characterisation
o Geographic and temporal scope, main actors, competences and
governance of the project.
o Water resources and uses affected by the project.
o Quantitative and qualitative comparison between both scenarios, detailing
territorial changes as far as possible.
o Project lifespan: estimate the duration objectively using technical criteria or
experience.
o Project costs and CAP price
e Total construction costs (CAPEX) with as much breakdown as
possible.
e Annual operation and maintenance expenses (OPEX) with
maximal breakdown.
e periodic rehabilitation costs including their frequency if
applicable.
e CAP Price proposal.
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e Calculation of CAPs generated by the project.

m  Analysis of co-benefits generated by the
project.

= Application of the CAP  calculation
methodology corresponding to the project
typology, estimating the positive impact
generated post-implementation. Data

requirements vary by compensation project
type.

4.2. CAP Calculation

As outlined in Chapter 2, Positive Water Credits (CAPs) are calculated based on water
footprint savings, where 1 CAP = 1.000 m? of water footprint saved, including quantitative

and degradative impacts as well as environmental and economic co-benefits.

There are two standard water footprint calculation methods, as also described in Chapter
2: the Water Footprint Network manual and the ISO 14046 Life Cycle Assessment-based
standard. All compensation projects must consider both methodologies; thus CAPs will be
specified when using the Water Footprint Network metric (water footprint, m?® saved), and
equivalent CAPs when applying ISO 14046 methodology (water footprint, equivalent m?
saved).

To analyse CAPs:

e Calculate CAPs associated with resource savings or water efficiency applying
both WFN and ISO methodologies, as organisational water footprint accounting
may require both m® and equivalent m? indicators. For projects in basins
experiencing temporary water scarcity, the water footprint method (ISO 14.046)
should be used, which involves the AWARE life cycle impact characterisation
methodology, considering the water stress factor of the basin where the
intervention takes place.

e Additionally, using ISO 14046, CAPs related to water quality improvement will be
assessed, quantifying water footprint saved by reduced degradation of the
receiving environment. For projects with significant positive degradative impacts, it
is recommended to use the ISO water footprint method (ISO 14046) and AWARE
lifecycle impact characterisation for a precise assessment of each contaminant
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contributing to improvements in the water body quality and volumetric benefits,
considering the basin’s water stress factor.

e lastly, to account for cross-cutting effects on other sustainability aspects, a scoring
method is used to rate the contribution of the intervention on social and
environmental factors based on a questionnaire completed by the project
developer. The questionnaire and scoring method are based on Guerrero-Hidalga
et al, 2020, for assessing environmental and social externalities. The resulting score
generates a multiplier factor applied to total CAPs obtained from volumetric and
degradative benefits. This multiplier may not increase CAPs from water footprint
savings by more than 15%. Thus, the main benefit of a compensation project
remains its contribution to the quantity or quality improvement of the water body
where implemented, while recognising positive effects on biodiversity, human

well-being, and ecosystem services.

4.2.1 Example of Water Footprint Savings Calculation for a Constructed
Treatment Wetland

General Concepts

Constructed wetlands are a nature-based solution that improves effluent quality while
providing valuable habitat for local biodiversity. Thus, they generate CAPs related to water
quality improvement and environmental co-benefits offered by these systems.

To calculate the water footprint savings linked to construction and/or operation and
maintenance of a constructed wetland, system boundaries are set for both the baseline
scenario—untreated water (Figure 10)—and the post-implementation scenario—treated

water in the wetland (Figure 11).

Receiving waterbody
Influent Effluent
Q1/q1 Q2/q2
> | WWTP
Qx = Flow
gx = Flow of Qx

Figure 10. Base scenario, untreated water.
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o Wetland Receiving waterbody
Influent Effluent % *(}? % effluent

Q1/qg1 Q2/q2 Treatment Q3/q3
_— —_—
wwTP wetland

$ = ¢

Figure 1. Post-treatment scenario, treated water in the purification wetland.

If there are no changes in effluent from the WWTP between scenarios, the analysis may
focus on system boundaries of the constructed wetland and the receiving environment
(Figure 12), considering key parameters:

e Q2 and Q3 = Wetland treatment flow, referring to the volume of water effectively
conducted through the system. Q2 is the inflow, and Q3 is the outflow.

e q2 and g3 = Concentrations of basic pollutants (BODs, COD, suspended solids),
nutrient concentrations (mainly total nitrogen and total phosphorus), essential for
quantifying the wetland’'s capacity to mitigate eutrophication, and concentrations
of other relevant compounds or contaminants, such as heavy metals,
hydrocarbons or specific tracers depending on the application context.

e Q4 = Rainwater contributions, which may dilute or alter contaminant loads and
affect treatment and retention capacity.

e Q5 = Evapotranspiration losses, representing net water loss from the system,

especially relevant in surface-flow wetlands or densely vegetated areas.

Rainwater (Q4) Evapotranspiration (Q5)

ss
v ¥ S

Flow from the WWTP Flow at the wetland
(Q2) —_ = - outlet (Q3)
Hydraulic retention
time (H
Incoming pollutant load (HRT) Outgoing pollutant load

\ J
\ /

(92) (@3)

?

| Energy (E)
Chemicals (Q)

Figure 12. Flow diagram of the constructed treatment wetland
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Based on wetland design—specifically surface areaq, treated flow, vegetation type, and inlet
water quality—removal capacity can be estimated. This estimate may rely on elimination
coefficients from scientific literature and documented operational experience at scale.

Calculation of CAPs for Constructed Wetlands
According to the Water Footprint Assessment Manual (WFN)

For CAPs calculated by savings in water footprint following the Water Footprint Network
method, the blue, green, and grey components of the water footprint of each scenario
must be analysed. The total water footprint saved is obtained by difference.

Regarding the direct blue water footprint, often the water balance reveals little difference
between scenarios due to similar inflows and outflows, both surface and groundwater.
Since Nature-Based Solutions (NBS) generally do not have large resource consumption,
the indirect water footprint typically is low. Similarly, for the direct green water footprint,
differences in rainwater contributions and evapotranspiration losses between scenarios
are often minimal.

However, the direct grey water footprint exhibits a substantial reduction due to the
wetland implementation. This reduction results from lower pollutant concentrations in the
wetland effluent compared to the untreated scenario, decreasing the volume of water

required to dilute pollutants to meet quality standards.

To quantify saved direct grey water footprint, its footprint must be calculated in both
scenarios to determine its reduction:

Saved grey WF = grey WF (baseline) — grey WF (post-treatment)

The base formula for the grey water footprint for a given pollutant is as follows:
grey WF = (L_max — C_nat) / C_max
where:

grey WF = grey water footprint in m?

L = pollutant load (kg) discharged into the receiving environment (after the wetland)
C_max = maximum allowed pollutant concentration in the receiving body (kg/m?)
C_nat = natural background pollutant concentration in the receiving body (kg/m?)
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Using WFN methodology for Grey Water Footprint for both scenarios:

1. Definition of critical pollutant:

e Total nitrogen (Nt)

e Total phosphorus (Pt)

e COD

e Heavy metals if applicable (e.g. Zn, Cu, Pb)

The most restrictive pollutant (causing the largest grey WF) determines the final value.

2. Pollutantload calculation (L):

L = C_effluent x Q

where:
C_effluent = pollutant concentration in effluent (kg/m?)
Q = average effluent flow (m?#/day, m?/year, etc.)

3. Set normative and natural values:
C_max = regulatory limit (Water Framework Directive, national legislation, or
specific discharge permit)
C_nat = natural background concentration in receiving body; if unknown, zero may

be assumed (with caution)

4. Apply formula:
Direct grey water footprint =

Saved grey WF = grey WF (baseline) — grey WF (post-treatment)
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Example:
Saved grey WF = 46,620 m?/year — 34,920 m?/year = 11,700 m?/year
Degradative CAPs associated with:

Saved grey WF = 11.7 CAPs/year

According to Life Cycle Assessment (LCA) perspective, ISO 14046

For equivalent CAPs, the water footprint savings method based on ISO 14046 is used,
relying on a solid Life Cycle Assessment framework that evaluates environmental impacts
related to water use and deterioration via categories such as ecotoxicity, human toxicity
and eutrophication.

In constructed wetlands, the main impact is reflected in the degradative component of the
water footprint, as the intervention significantly improves water quality by reducing
pollutant loads and primarily preventing eutrophication and toxicity of water bodies. These
benefits translate into avoided impacts in various categories. Results are ultimately

expressed as “equivalent m* saved” based on ISO 14046 standards.
Example of equivalent CAPs calculation:

Starting from the Life Cycle Inventory analysis, all relevant inflows and outflows such as
CH4, NOx, heavy metals, nutrients (P,N), organic substances, etc,, are identified.

1Classification:

All flows are assigned to one or more environmental impact categories; for example,
phosphorus and nitrogen contribute to eutrophication, while toxic chemicals are assigned
to ecotoxicity or human toxicity. Some flows may belong to multiple categories

simultaneously.

2 Characterisation:

Each flow is multiplied by a characterisation factor specific to its potential impact
category, e.g, methane emissions converted to “kg CO:. eq” for climate change, toxic
pollutants converted to CTUe (Comparative Toxic Unit for ecosystems) or CTUh (for human
health).

These factors are based on scientific models developed to represent environmental
behaviour and effects of substances involved.
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Impacts related to water use are distinguished between consumptive use impacts and
degradative use impacts.

e Consumptive use: water withdrawn and not returned to its original source,
contributing to water scarcity by reducing water availability for other users or
ecosystems, especially in resource-limited regions; this impact is expressed in m?®
equivalents of unavailable water per capita.

e Degradative use: associated with pollutant discharges affecting water quality,
including eutrophication primarily caused by excess nutrients such as nitrogen and
phosphorus, expressed in kg phosphorus equivalent per capita and kg nitrogen
equivalent per capita; aquatic ecotoxicity linked to toxic chemicals measured in
Comparative Toxic Units for ecosystems per capita (CTUe/person); and
acidification primarily due to acidic compound emissions, expressed in moles of H*
equivalent per capita. These impacts stem from activities such as fertiliser use,

wastewater generation, and fossil fuel combustion.

3 standardisation:

Since characterised results are in different units (kg CO. eq, mol H* eq, m*® eq, etc.), they are
standardised to allow comparison and contextualisation. This involves dividing each result
by a reference value, such as average annual per capita environmental impact in the EU or
worldwide.

For example, a product impact of 100 kg CO: eq compared to an average per capita
annual emission of 8,095.5 kg CO: eq/person in the EU results in a standardised value of
0.012. Similarly, freshwater and marine eutrophication impacts of 100 kg P eq and 100 kg N
eq compared to average EU annual values of 1.61kg P eq/person and 19.54 kg N eq/person

yield standardised values of 62.23 and 5.12 respectively.

4 Weighting:

Each impact category is then assigned a relative weight reflecting environmental
importance. These weighting factors result from consultation with experts and
stakeholders, reflecting value judgements. For example, the Environmental Footprint (EF)
method developed by the European Commission assigns weights like 21.06% for climate
change, 2.80% and 2.96% for freshwater and marine eutrophication, and 1.92% for

ecotoxicity.

5 Aggregation and single score:
Standardised and weighted results are summed to obtain a weighted single score,
expressed in points, representing the total environmental burden of the system and
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allowing comparison of alternatives or tracking of environmental performance

improvements.

Following the example, a climate change standardisation of 0.012 multiplied by a 21.06%
weight, and freshwater and marine eutrophication standardisations of 62.23 and 5.15
multiplied by 2.80% and 2.96% weights, respectively, may sum to a single weighted score of
1.89.

According to the Act4Water Standard, the single score corresponds to “equivalent m3",
obtained by applying a conversion factor based on the global average water stress index
(wsil). This facilitates translating avoided impacts into understandable and useful units for
decision-making, benefit communication, and allocation of Positive Water Credits (CAPs).

Referring back to the earlier example, once the weighted single score of 1.89 is obtained,
the process is reversed, focusing on the impact category related to “water consumption.”
Using standardisation values (11,468.71 m® equivalent water privatised per person) and
weighting (8.51%), the attributed impact value is estimated. This is subsequently expressed
in terms of equivalent water on a global scale, considering an average global water stress

index of 17.99 m? world eq/m?, resulting in a final value of 14,207.76 equivalent m?.

EF Inventory Analysis = | Classification | =» ‘ Characterisation | = ‘ Normalisation ‘
CH,, N;0, CO,, ... Climate change LCI x CFs = kg CO; eq kg CO; eq / 8095.5 kg CO, eq/person
S0;, NH;, .. Acidification LCI x CFs = mol H* eq moel H* eq / 55.6 mol H* eq/person
Organic chemicals, metals, ... Ecotoxicity LCI x CFs = CTUe CTUe / 42683.2 CTUe/person
Surface water, groundwater, ... Water use LCI x CFs = m*eq m?eq / 11468.7 m* eg/person

4
Aggregation | & I Weighting
Climate change + acidification + Climate change x 21.06 %
ecotoxicity + water use + ... = Acidification x 6.20 %
Ecotoxicity x 1.92 %
EF weighted single score (points) Water use x 8.51 %

Figure 13. Stages of the impact assessment phase. (Understanding Product Environmental Footprint
and Organisation Environmental Footprint methods, Joint Research Centre, 2022).
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Example Calculation of Eutrophication Impact from an Artificial Treatment Wetland:

Consider an example of a 76,650 m3/yeor flow wetland with a surface area of 360 m?,
designed to remove pollutants according to quality parameters shown in Table 1.

WASTEWATER DISCHARGE

Volume discharged 76,650 m?/year

WWTP effluent characterisation

Total nitrogen 31.75 mg/L

Total phosphorus 5.18 mg/L

Wetland effluent characterisation

Total nitrogen .1 mg/L

Total phosphorus 3.88 mg/L

Table 1. Example of effluent characterisation

Baseline Eutrophication:
Eutrophication = (Outflow x Concentration x Characterisation Factor) x Standardisation x Weighting

Marine eutrophication (WWTP) = (76,650 m*/year x 31.75 mg/L x 1 kg N eq/kg) x 5.12E-2 person-kg N
eq x 0.0296 points
Marine eutrophication (WWTP) = 3.69 person-points

Freshwater eutrophication (WWTP) = (76,650 m?/year x 5.18 mg/L x 1 kg P eq/kg) x 6.22E-1 person-kg
P eq x 0.028 points
Freshwater eutrophication (WWTP) = 6.92 person-points

Post-implementation eutrophication (wetland):

Marine eutrophication (Wetland) = (76,650 m*/year x 1111 mg/L x 1kg N eq/kg) x 5.12E-2 personkg N
eq x 0.0296 points
Marine eutrophication (Wetland) = 1.29 person-points

Freshwater eutrophication (Wetland) = (76,650 m?/year x 3.88 mg/L x 1 kg P eq/kg) x 6.22E-1
personkg P eq x 0.028 points
Freshwater eutrophication (Wetland) = 5.19 person-points
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Difference between scenarios:

Degradative benefit = Eutrophication (baseline) — Eutrophication (wetland)
Degradative benefit = (3.69 + 6.92) — (129 + 5.19)
Degradative benefit = 4.12 person-points

Conversion to “equivalent m? saved”:
Degradative benefit = (Eutrophication + (Standardisation x Weighting)) x WSI

Degradative benefit = (4.12 person-points + (8.72E-5 person-m?® eq x 0.0851 points)) x 17.99 m? world
eq/m?

Degradative benefit = 30,898.73 m? eq / 1,000 m? eq CAP eq = 30.90 CAPs eq

4.2.2 Example of Estimation of Environmental, Social and Economic
Co-benefits

Beyond improving water quality and thus generating CAPs primarily due to grey water
footprint improvement or eutrophication impact reductions, constructed wetlands provide
multiple environmental, social, and economic co-benefits. These include habitat creation
favouring biodiversity, recovery of degraded ecosystems, emissions reduction through
carbon capture, and provision of spaces with educational, recreational, or landscape value
for the local community.

Within the Act4Water standard framework, these additional benefits are quantified using a
specific questionnaire that allows applying an amplification factor to the volume of CAPs
generated, thus recognising the project’'s comprehensive territorial contribution as shown
in Chapter 2.4.

Following the constructed wetland example, responses from the project co-benefits
questionnaire (see Annex |1 Environmental, Social and Economic Co-benefits of
Act4Water) are used to calculate a multiplier applied to degradative CAPs or equivalent
CAPs, mainly based on the project’s positive impact on biodiversity, economy and society.
This multiplier has a maximum limit of +15%.

Flo =1+ _—1Dxgq
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where:

q e

f = [1,f_max]

f = amplification factor depending on q

q = questionnaire score

f_max = maximum amplification factor (established at 15%)

From a questionnaire score of 0.38, the co-benefits factor is calculated as:

F(g)=1+(115-1) x0.38
F(g) = 1057 = Co-benefits Factor

Therefore,

Total benefits generated = Degradative benefit x Co-benefits Factor

Example applying Co-benefits to WFN methodology:

Total benefits generated = 11.7 CAPs/year x 1.057 = 12.36 CAPs/year

Example applying Co-benefits to 1ISO 14046 methodology:

Total benefits generated = 36.32 CAPs eq/year x 1.057 = 38.39 CAPs eq/year

4.3. CAP Price Calculation

The CAP price is the economic value assigned to each unit of CAPs generated by a project
over its lifespan. It represents the financial balance needed to cover initial capital
investment (CAPEX), ongoing operational expenses (OPEX), and ensure project viability
over time.

Calculating the CAP price requires knowing the annual number of CAPs generated by the
project, the project duration, the capital expenditure (CAPEX) representing investments in
physical assets or long-term improvements, generally one-off or infrequent and necessary
for project initiation or expansion, and the ongoing operational expenses (OPEX) related

58



to daily functioning, administration, maintenance, and operation of assets acquired via
CAPEX. Expenses related to project design, consultancy, engineering, verification, and
certification can also be included in the CAP price. The CAP price estimation varies
depending on the project’s certification phase.

1. Projected Project Requesting Certification and Its Ex-ante CAPs

For certification, the project developer must provide information on capital cost structure
(CAPEX) for project development and an estimate of annual operation and maintenance
expenses (OPEX). Additionally, technical documentation describing project operation and

a justified estimate of project lifespan must be submitted.

The developer can include any costs incurred in design, construction, operation, and
maintenance phases, including consulting and verification services necessary for
Act4dWater Water + certification. This information is used to calculate an estimated CAP
price based on total project value and the total number of CAPs generated over the
project’s lifetime, annualised.

It is possible to obtain Water + certification for ex-ante CAPs if an annual commitment is
made to re-evaluate the project to adjust CAP numbers and pricing yearly
(retrospectively). Early Water + certification facilitates formalising public-private
agreements establishing the CAP allocation that an organisation contributes to the project
developer, allowing project execution to commence with guarantees.

Upon closing the water footprint accounting at year-end (ex-post CAPs), the price is
adjusted according to the actual number of CAPs generated and expenses incurred.

Ex-ante CAP anticipation is based on recognising the need to develop or build the project
to generate CAPs during the remainder of its project lifespan. If anticipating certification of
CAPs to formalise agreements or transactions that allow project launch, the maximum
period for establishing €/CAP price and CAP advance will be five years, even if the project
lifespan exceeds this period, provided the lifespan is longer than ten years.

2. Ongoing Project in Operation and Maintenance with Co-financing

Projects already underway requesting Water + certification must provide the same
documentation as for the previous case, but with actual year-end retrospective data for all
annual periods they wish to certify CAPs under Water +.

In line with the Additionally Principle (Chapter 2.7), special attention is paid to co-financed
projects (public or private), as well as those initiated with public/private investment aiming

at voluntary market entry and recovery of costs for reinvestment into similar actions.
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Practically, this means submitting a detailed global overview of project funding (CAPEX
and OPEX to date) and forecasted financing until completion (remaining OPEX), including
all funding sources, involved parties, and agreements.

3. Annual Monitoring and Tracking of Accredited Water + Projects and Ex-ante CAPs

Water + certified projects and validated ex-ante CAPs must undergo annual
re-assessment, demonstrating ongoing generation of estimated benefits and presenting
an adjusted balance of CAP generation over the life cycle compared to the baseline,
cumulatively. Any desired adjustment of the estimated CAP price requires re-submission

and verification of cost structure based on actual rather than estimated data.

In all cases (1,2, and 3), a guarantee fund is established, which may be increased based on
risk assessment included in the Project's Technical-Economic Report for CAPs ex-ante
anticipation.

To estimate the total project cost (ex-ante), it is recommended to use a financial analysis
based on Net Future Value (NFV). This approach considers total costs (CAPEX and OPEX)
at the end of the analysis period, helping understand total investment and expenses over

the project lifespane while accounting for growth or discount rates.

For the CAP price it is recommended to use the Levelised Cost of Abatement (LCOA),
equating to average cost per cubic metre of water saved during the project lifespan. The
analysis uses NFV as the base, projecting all costs and benefits to the end of the evaluation
period to derive the levelised cost. The formula adapted for NFV use is:

s " (CAPEX+OPEX) - (1+1)""

LCOA = -
3 ' CAPs,

Where:

e CAPEX: capital expenditure or initial project investment.

e OPEX_t: operational expenditure in year t.

e r:discount rate.

e n:project lifespan (years).

e CAPs_t: volume of CAPs generated (equivalent to m? of water saved) in year t.

4.3.1 Example of CAP Price Calculation

Input Data:
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Project Status Projected Action Without Financing

Annual CAPs 280

Project Duration (years) 20

Growth Rate
CAPEX

CAPEX (excl. taxes) 200.000 €

OPEX

OPEX (including depreciation) 18.000 €

Table 2. Basic data for estimating the CAP price

The CAP price calculation is based on cost distribution over time and financial impact
evaluation using NFV, as shown in the following table:

Year OPEX CAPEX TOTAL NFV CAPs
1 18.000 € 10.000 € 28.000€ 28.000€ 280
2 18.000 € 10.000 € 28.000€ 28.300€ 280
3 18.000 € 10.000 € 28.000€ 28.609 € 280
4 18.000 € 10.000 € 28.000€ 28.927 € 280
5 18.000 € 10.000 € 28.000€ 29265 € 280
6 18.000 € 10.000 € 28.000€ 29593 € 280
7 18.000 € 10.000 € 28.000€ 29941€ 280
8 18.000 € 10.000 € 28.000€ 30.299 € 280
9 18.000 € 10.000 € 28.000€ 30.668 € 280
10 18.000 € 10.000 € 28.000€ 31.048 € 280
n 18.000 € 10.000 € 28.000€ 31439 € 280
12 18.000 € 10.000 € 28.000€ 31.842 € 280
13 18.000 € 10.000 € 28.000€ 32258 € 280
14 18.000 € 10.000 € 28.000€ 32685 € 280
15 18.000 € 10.000 € 28.000€ 33126 € 280
16 18.000 € 10.000 € 28.000€ 33580 € 280
17 18.000 € 10.000 € 28.000€ 34.047 € 280
18 18.000 € 10.000 € 28.000€ 34528 € 280
19 18.000 € 10.000 € 28.000€ 35.024 € 280
20 18.000 € 10.000 € 28.000€ 35635 € 280
560.000 € 628.704 € 5.600

Table 3. Distribution of Project Life Cycle Costs

The NFV is calculated by discounting cash flows to the end of the analysis period,
accounting for accumulated costs, with a 3% discount rate. The timing of CAPEX
distribution and choice to annualise may vary depending on project phase and cash flow
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negotiation needs through CAP sales in collaborations. For this example, CAPEX

annualisation was decided due to project-specific circumstances.

Determination of the CAP Price
Lastly, to determine the CAP price—the average cost per cubic metre of water saved over
the project lifespan—the total Net Future Value (NFV) of the project is divided by the total

CAPs generated over 20 years.

NFV (LcC) 628.704 €
Total CAPs (20 years) 5.600

LCOA (pre-tax) n2<€/cap

Table 4. Economic summary for the determination of the CAP price

The ex-ante CAP price calculation procedure allows establishing a fair value that reflects
both initial investment costs and operational expenses throughout the project lifespan.
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ANNEXES

Annex |: Environmental, Social and Economic
Co-Benefits

Method for integrating the co-benefits factor into CAP calculation

This assessment is carried out through a questionnaire to be completed by project
developers. Using a scoring system (1-5 or 0-3), it compiles the most relevant aspects to
estimate the impact of the intervention in the first three factors.

Social

List of Benefits Criteria
- Significantly reduces attractiveness
- Slightly reduces attractiveness

- Maintains attractiveness

Attraction of nature tourism or recreational activities

- Slightly worsens hunting activities
- Maintains hunting activities

Improvement of hunting activities

- Significantly improves hunting activities
- Significantly worsens the level of education
- Slightly worsens the level of education
Improvement of environmental education 3 - Maintains thEIE'.reluf education

- Significantly improves the level of education
- Significantly worsens social cohesion
2 - 5li rsens social

hesion
Improvement of social cohesion

- Significantly improves social cohesion

- Significantly increases conflicts
2-5lig reasesconflicts .
- Maintains the level of conflicts

Reduction of water or resource conflicts

Reduction of citizen disturbances

- Slightly decreases disturbances
- Significantly decreases disturbances

Table 5. Social Co-Benefits Questionnaire
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Economic

List of Benefits

Score or % Change Criteria

Creation of direct jobs

0-5 Scale and =5 stays with a score of 5

Creation of indirect jobs

Indicate the estimated level of indirect job creation: 0 - None, 1 - Low, 2 - Medium, 3 -
High

Increase/decrease in the local business volume due to the generation of new land
uses (recreational)

1 - Reduces business volume by more than 50%
2 - Reduces business volume by less than 50%
3 - No impact on the sector

4 - Improves business volume by less than 50%

& - Improves business volume by more than 50%

Creation of new economic sectors

1 - Significantly decreases economic sectors

2 - Elightly decreases economic sectors

3- intains existing economic sectors

4 - Slightly improves existing economic sectors

5 - Significantly improves existing economic sectors

Savings/increase in costs for nearby wastewater treatment infrastructure
[purification and pumping)

1 - Significantly increases treatment costs.
2 - Slightly increases treatment costs
3 - Rernains the same

4 - Slightly decreases treatment costs
& - Significantly decreases treatment costs

Savings/increase in costs for water intake infrastructure [treatment and pumping)

1 - Significantly increases intake costs
2 - Elightly increases intake costs

3 - Remains the same

4 - Slightly decreases intake costs

& - Significantly decreases intake costs

Wariation in the value of nearby properties

1 - Significantly reduces property values
2 - Slightly reduces property values

3 - Remains the same

4 - Slightly increases property values

5 - Significantly increases property values

Table 6. Economic Co-Benefits Questionnaire

Environmental

List of Benefits

Criteria

Score or % Change

Improvement/deterioration of the quality of the receiving water body (surface

and/or groundwater] - Reduction of pollution by nutrients and pesticides

1 - Significantly worsens quality, increases pollution

2 - Remains the same
3 - Improves to meet regulations

4 - Improves above regulatory requirements

5 - Improves to zero pollution

Increase,/decrease in piezometric levels of the related aquifer

Variation in biodiversity

Improvement and maintenance of natural spaces

Improvement of the carbon footprint

1 - Significant worsening of piezometric levels

2 - Slight warsening of piezometric levels
3 - Mo wariation

4 - Slight improvement of piezometric levels
5 - Significant improvement of piezometric levels

1 - Significantly worsens biodiversity

2 - Slightly worsens biodiversity
3 - No variation

4 - Slightly improwves biodiversity

5 - Significantly improves biodiversity
1 - Significant deterioration of natural space

2 - Slight deterioration of natural space

3 - Mo wariation

4 - Slight improvement of natural space

5 - Significant improvement of natural space

1 - Significantly worsens the carbon footprint
2 - Slightly worsens the carbon footprint
3 - Mo wariation

4 - Slightly improves the carbon footprint
5 - Significantly improves the carbon footprint

Table 7. Environmental Co-Benefits Questionnaire
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Water Scarcity

List of Benefits Score Criteria

Exploitation Coefficient - Indicate River Basin

Table 8. Basin Exploitation Coefficient

*The Basin Exploitation Coefficient is applied only in the Water Footprint Network (WFN) water
footprint methodology.

The results of the four factors, weighted in a balanced manner, are aggregated and
integrated into the CAP calculation formula through the following function:

F(q) =1+ (frex=1) *q Q)

Where:

e qelo,1]

o fe[l,f, .l

o f=amplification factor as a function of qqq

e = questionnaire score

o f o = maximum amplification factor. This ceiling, which can increase CAP volume,
has been set at 15%.
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Example of Calculation: Environmental, Social and Economic Co-Benefits

Attraction of nature tourism or recreational activities
Improvement of hunting activities

Improvement of environmental education
Improvement of social cohesion

Reduction of water or resource conflicts

Reduction of citizen disturbances

Creation of direct jobs

Creation of indirect jobs

Increase/decrease in local business volume due to the generation of new land uses (recreational)
Creation of new ecenomic sectors

Savings/increase in costs for nearby wastewater treatment infrastructure (purification and pumping)
Savings/increase in costs for water intake infrastructure (treatment and pumping)

Variation in the value of nearby properties

Environmental Peso
Improvement/deterioration of the guality of the receiving water body (surface and/or groundwater] - Reduction of pollution by nutrients and 20,00
Increase/decrease in piezometric levels of the related aquifer
Variation in biodiversity
Improvement and maintenance of natural spaces
Improvement of the carbon footprint

Water Scarcity
River Basin

Total Absoluto 400,00

FACTOR 1,00

Table 9. Results of the co-benefits questionnaires.
F(q)=1+(1,15-1) * 0,38 1)
Where:

e qefo,1]

o fe[l,f .1

o f=ampilification factor as a function of qqq

e = questionnaire score

o f o = maximum amplification factor. This ceiling, which can increase CAP volume,
has been set at 15%.

The factor based on the score obtained from the environmental, economic and social
co-benefits questionnaires is 0.38. When applying the formula above, this score

determines the multiplication factor, whose maximum value cannot exceed 1.15.

In this specific action, the multiplication factor is 1.057. This results in an increase in the
project’s equivalent cubic metres (m? eq), as follows:

Environmental Benefits * Co-Benefits Factor = Generated Benefits
281300 m? eq *1.057 = 297,334 m® eq
297 CAP generated
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