
	TELFORD & WREKIN COUNCIL

CABINET – 23rd February 2010
CARBON REDUCTION COMMITMENT ENERGY EFFICIENCY SCHEME (CRC) 
REPORT OF THE HEAD OF PLANNING & TRANSPORT and THE HEAD OF PROPERTY & DESIGN 



1.0
PURPOSE

1.1
To inform Cabinet of the implications of the CRC Energy Efficiency Scheme (CRC).
2.0
RECOMMENDATION
That Cabinet: 
2.1 Delegate responsibility to the Head of Planning & Transport in consultation with the Cabinet Member for Environment to oversee carbon performance and report on performance.
2.2 Note the progress made so far on ‘early actions’, to enhance the Council’s baseline position.
3.0
PREVIOUS MINUTES

3.1
None.
4.0 
SUMMARY OF CRC SCHEME
4.1 The CRC Scheme comes into force on 1st April 2010 and will be based upon the amount of electricity consumed.  The scheme will include Telford & Wrekin Council along with 5,000 public and private sector organisations.
4.2 It is essentially a Carbon Trading scheme, although the first three years are an introductory phase where the price of carbon will be fixed.  The key stages associated with this are summarised in Appendix 2.  The first year of the scheme will run from April 2010 to March 2011 and will require organisations to monitor and report consumption. This stage will count as ‘early action’ and it will establish the Council’s position in an annual league table of the organisations included in the scheme.  In subsequent years, carbon reduction will affect where the Authority is ranked in the table.
4.3 On 1st April 2011 participants will be required to purchase their carbon allowance for that financial year relative to their 2010/11 carbon emissions in association with its assets falling within the defined scope.  Figure 1 provides a breakdown of these emissions for the Council’s current 2008/09 baseline which would equate to a purchase price of £340,000 given the proposed £12/tonne fixed price of carbon.  
4.4 In October 2011 the Government intends to recycle the money raised from the sale of allowances back to the participants. Dependent on performance in the league table, the Council will either receive a penalty or bonus of ±10% in the first year, rising by 10% each year to a maximum of 50% for the first five years of the CRC.

4.5 Although there have and will be carbon savings during 09/10 and 10/10, current projections indicate that carbon emissions are unlikely to reduce significantly beyond the baseline, mainly as a result of growth.  Action to address carbon emissions is therefore necessary to ensure positive performance and this will be the subject of a further report.
Figure 1.
Carbon Emissions included in the CRC Scheme for Telford & Wrekin Council (Tonnes CO2 for 2008/09)
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4.6
Figure 1 illustrates two main sources of carbon emissions; buildings (schools and operational buildings) and street lighting.  These should therefore be the first areas on which to focus carbon reduction measures. However, initially there are two ‘early actions’ that would benefit the Council’s position in the league table:

i) Acquiring the ‘Carbon Trust standard’ accreditation; and

ii) Fast tracking the installation of energy management systems/automatic meter readers in Operational Buildings in 2010/2011.  Investment Buildings need to be considered separately - see Finance comment.
4.7
A further report setting out the Council’s strategy for implementing the CRC Scheme both during and beyond the 3-year phase will be submitted later in the year.  This will include a mechanism for managing bonus/penalty payments awarded or taken from building users according to performance in the league tables.
5.0
EQUALITY & DIVERSITY 

5.1
An Equality Impact Assessment was been completed for the ‘Climate for Change’ Strategy.
6.0
ENVIRONMENTAL IMPACT

6.1
Responding to the changing climate is a global as well as national priority. International measures such as the carbon trading scheme established under the Kyoto protocol reflect the importance of the environmental (and subsequent economic and social) impacts that are anticipated. 
7.0
LEGAL COMMENT 

7.1
The CRC was announced in the 2007 Energy White Paper, published on May 23, 2007. The CRC regime is scheduled to come into effect in April 2010. Consultation on the draft Order to implement the CRC was launched on 12th March 2009 and ended on 4th June 2009 and the final version of the Order is awaited. 
7.2
A key feature of the scheme described in the report is that it will be mandatory. The services industry, including local authorities, will be covered by this mandatory emissions scheme thus supplementing the EU Emissions Trading Scheme which already applies to energy intensive industry.

8.0 FINANCIAL IMPLICATIONS 
8.1 As detailed in the report, the CRC is a mandatory carbon emissions trading scheme for large public and private sector organisations in the UK, commencing April 2010.  The aim of the scheme is to use financial incentives to reduce carbon emissions.  The financial implications are based on the consultation document which ended on the 4th June 2009.

8.2 During the introductory period, April 2010 to March 2013, allowances will be available at a fixed price of £12 per tonne of CO2, with no limit on the number available to purchase, although surplus allowances cannot be banked during this period.  From April 2013 a ‘cap and trade’ scheme will be in place whereby allowances are sold by auction and the government will set a cap on the number of allowances available.

8.3 The CRC scheme requires local authorities to purchase allowances at the start of the financial year to cover their projected CO2 emissions.  Allowances are then surrendered to the scheme, in proportion to the CO2 emissions reported in July.  This creates a pot of money which is recycled back to authorities in October.  The amount of recycled funds an authority receives depends on their performance in reducing emissions (using a league table method).  There will therefore be a 6 month gap between purchasing allowances in April and receiving a recycling payment in October.  Poorer performing authorities have the risk of receiving less recycled funds than the cost of the allowances which will create a shortfall.  It is difficult to assess the risk for T&W at this early stage of the scheme, although the recommendations within this report for early action will mitigate this risk.

8.4 The first allowances – for the financial year 2011/12 - will be sold in April 2011. Based on current baseline data for the Council this will be around £340,000 per annum.  The first recycling payment is October 2011 and funds will be recycled back to participants based on performance in 2010/11. The budget assumption is that the recycling payments will be equal to the allowances purchased - £340,000 and this is reflected within the Service and Financial Budget strategy 2011/12 to 2012/13.
8.5 The Carbon Trust Standard is one of the recognised metrics which will be used to measure performance in the league tables – which will determine the level of recycling payments received.  It is therefore important that the Council achieves this as soon as possible.  The cost of Carbon Trust accreditation and registration on the CRC scheme are included within the draft base budget for 2010/11.
8.6 Budget provision exists for the installation of energy management systems within operational buildings (including schools) and this work will be programmed to ensure that, as far as possible within available resources, all buildings have energy management systems installed before the 31st March 2011. This will enhance TWC’s baseline position, which will mitigate the risk of penalty payments.  In addition, if all schools and operational buildings have access to accurate data they will be able to actively manage their own energy consumption. This should reduce energy costs and will assist with the allocation of penalty payments – should this prove necessary. The Children’s Secretary announced on the 26th November funding for the installation of ‘smart’ meters in schools. Climate Change officers advise that the meters proposed through this scheme are not currently compatible with the CRC scheme. This potential source of grant funding will be investigated and maximised as more information becomes available.
The CRC scheme also covers all investment (PiP) properties for which TWC pay the utility bills. There is currently no budget provision to provide energy management systems within these properties and this may affect the level of penalty or bonus payments recycled to the Authority. Asset and Property Management are currently reviewing the rental agreements for these properties to alter the responsibilities for utility billing where possible, and will give regard to the need to provide energy management systems for any PiP properties on which we have a residual responsibility when prioritising the planned maintenance programme of works for future years. 
8.7 In order to ensure that the energy management systems, once installed, are kept properly maintained and operational, it is recommended that the equipment remains the property of TWC and that, therefore, TWC retain the responsibility for the ongoing maintenance of the equipment. This is estimated to cost £37,500 per annum for all sites currently programmed which will be managed within existing budgets.
8.8 The trading of the allowances and the monitoring and enforcement of carbon reduction measures will require dedicated and suitable skilled staff. The options for management of the trading of allowances are currently being investigated and will be the subject of a future report. The early action required to ensure a sound baseline for trading will be undertaken by a post funded on temporary grant funding (ABG). The future sustainability of this post will be considered as part of the Phase 3 Service Review. 
8.9 A stringent system of civil penalties has been developed to ensure that all participants adhere to the self certification process of the CRC. A comprehensive list of these penalties is included as Appendix A. This was taken from the most recent CRC publication, 07.10.09.
8.10 Monitoring processes will be established with climate control and finance colleagues in order to inform future budget planning.
JAC27.01.10
9.0 OPPORTUNITIES AND RISKS
9.1
The Council’s position in the annual league table will have both financial and reputational risks.  Prior to trading commencing in April 2013, the Council can manage risks by being prepared and implementing early action, including measures to reduce carbon emissions.  Beyond April 2013, decisions will be required regarding how best to capitalise from trading either by paying penalties, with potential reputation risks, or investing in measures which may enable the Council to sell carbon credits to poorer performing organisations.
10.0 WARD IMPLICATIONS 

10.1 Borough wide.
11.0 Links with Corporate Priorities

11.1 Commitments set out in the plan are in line with Priority Plan 3, Sub Priority (SP) 1: Addressing Climate Change and Enhancing the Natural Environment
11.2 Performance associated with the CRC Scheme is closely aligned with National Indicators NI 186 (LAA Target), NI 185 and NI 194 and a key aspect of CAA KLOE 3.1 Use of Resources

12.0
APPENDICES
Appendix 1
Minutes of the Climate Change Board meeting 22.04.09
Appendix 2
Details of the CRC Energy Efficiency Scheme
Report prepared by Ben Boswell, Climate Change Officer Tel: 384222
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