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Appendix 1 - Details of the CRC Energy Efficiency Scheme 

Introduction

The CRC Energy Efficiency Scheme (CRC) is the first mandatory carbon trading scheme in the UK and will cover both public and private sector organisations, including local authorities.  Proposed in the Climate Change Act and announced in the Energy White Paper 2007, the CRC replaces the Energy Performance Commitment.  The three-year introductory scheme allows the government to regulate emissions but gives organisations the flexibility of determining how and where the reductions will be achieved.

The aim of the CRC is to cut the carbon emissions which are produced by ‘lower energy-intensive’ organisations which do not qualify for the European Emissions Trading Scheme.  These will likely include water companies, supermarkets, retailers, hotel chains, universities etc. which are responsible for producing approximately 10% of UK emissions.

Organisations that qualify will be required to report their annual CO2 emissions to the Environment Agency at the end of each scheme year. Each participant will be required to hold and cancel a number of ‘emissions allowances’ at the end of each scheme year that corresponds with its total CO2 emissions. The government will sell allowances to participants and in future years will control the amount of CO2 emitted by the participants taken together, by limiting the number of allowances available for sale. Participants will be able to trade allowances amongst themselves and those that do not hold sufficient allowances at the end of each year, or who incorrectly report their emissions will be subject to a strict penalty regime. 

Ultimately, it is expected that the scheme will result in a reduction of over 4.4 million tonnes of CO2 per annum by 2020; a substantial step towards the national goal of an 80% reduction in carbon emissions by 2050.

Implications
The CRC will cover all organisations which consumed over 6,000MWh during the period of January to December 2008.  This is equivalent to an annual electricity bill of around £500,000 and will result in Telford & Wrekin Council trading in the scheme along with 5,000 public and private sector organisations. All non-renewable energy other than transport fuels is included in this figure, such as electricity, gas and oil. 

The objective of the CRC is to encourage large organisations of all kinds to become more energy efficient and thus reduce their carbon emissions.  The more efficient an organisation is, the fewer carbon allowances it will be required to buy under the scheme.  
The first year of the scheme will run from April 2010 to March 2011 and will be a monitoring year where organisations are not required to purchase credits, although will still need to monitor and report consumption. During this time the following will be considered our core emissions: 

· electricity from half-hourly meters

· electricity consumed through meter profile classes 5-8

· all daily-read gas meters

· all non daily-read gas meters consuming more than 73,200kWh per annum.

Reporting will be completed by each participant based on their own meter readings and/or energy bills. This self-certification procedure will be monitored by a risk based audit focusing on energy usage, compliance record, performance and previous audits. Throughout the introductory phase 20% of participants will be audited annually. Detailed data will need to be produced to show how the overall figures were produced.

The first sale of allowances will be in April 2011 requiring participants to purchase allowances for the period 2011/2012.

The government will recycle all the money raised from the sale of allowances back to the participants. The amount each participant receives back is dependent on performance in a league table and will involve either a penalty or a bonus. The rate of penalty or bonus will be ±10% in the first year, rising by 10% each year to a maximum of 50% for the first five years of the CRC. The calculations for these recycled payments are not linked to the value of credits purchased. 

The annual league table will rank participants in the scheme in terms of performance based on the following:

· Net emissions – Percent reduction in carbon emissions compared to previous year

· Growth – Percent reduction in other carbon emissions per unit of turnover. 

· Early action metric – Early initiatives made by an organisation to reduce emissions prior to 31 March 2011. 
The scoring weightings for the first three years, excluding the monitoring year, are shown below.
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The league tables will be publicly accessible and the scheme will also publish our long term carbon emission reduction targets.

Early Actions 
The two early actions recognised in this metric include the ‘Carbon Trust standard’ accreditation and the installation of energy management systems/automatic meter readers.  As the first league table will be based solely on these early action metrics we are currently seeking the Carbon Trust Standard and request that the energy management systems currently planned for operational buildings are completed before the 31st March 2011. 

The energy management systems currently planned include:
Schools 

· Energy management systems will be installed at the 12 schools within the Building Schools for the future (BSF) programme, although this will not be complete before March 2011.

· Our schools Energy and Water awareness campaign includes a three year programme to install electricity and water monitoring systems in all primary, junior and infant schools. (Excluding schools within the BSF programme.) This programme has a total value of £150,000 over the three years and addresses approximately 12 schools per year. Unless this programme is accelerated not all schools will be complete by March 2011, in time for the CRC.

· The majority of secondary schools are already on a half hourly metered supply. 

Operational Buildings

· In January 2010 Asset and Property Services will be tendering for the installation of energy management systems in all operational buildings, excluding schools. This is expected to be complete before March 2011.

Investment Portfolio

· Twenty five of our investment properties have contractual arrangement where we are the bill payer and responsible under the CRC. We have estimated is to cost approximately £100,000 to install energy management systems in this properties, however there are no resources to address this.   

Each system requires an ongoing maintenance and software renewal cost of £250 per site, this is currently funded locally at each site although it is recommended that this would be better managed centrally. Accounting for the systems currently programmed this is estimated to be at a total annual cost of £37,500.

For the duration of the introductory phase (from April 2011 to March 2013) allowances will be available at the fixed price of £12, however from April 2013 an auction process will be in place and the government will cap the number of allowances available. As the scheme continues, the government will reduce the number of credits available, with the likely affect of driving up prices. The level of reduction will be published by the government after taking advice from the Committee on Climate Change. During the capped phase, participants are permitted to ‘bank’ allowances for future years. 

Telford & Wrekin Council will be considered a ‘carbon reduction commitment participant’ and will be responsible for the legal and financial implications of participating.  Ultimately, the authority will be responsible for:

· Calculating our emissions responsibility 

· Purchasing allowances to cover emissions

· Monitoring and reporting our annual energy consumption

· Surrendering sufficient allowances to cover stated emissions

· Maintaining an evidence pack which will provide an audit trail to demonstrate how total energy use was calculated.

It should also be noted that the council will be responsible for all the energy use emissions for which its contractors carry out on their behalf. This excludes any social housing emissions where the tenants pay their own bills.

We are currently investigating the energy use from our investment portfolio, although this is only anticipated to be a small percentage of our total emissions under the CRC. 

Bonus/Penalty Payments

The Council will need to decide how to manage the bonus/penalty payments awarded according to our performance in the league tables. The two options are to either recharge the bonuses/penalties to individual buildings attributed to their individual performance or to administer this corporately. 

Through rewarding/recharging all sites in this manner this would place the onus on the individual sites to manage and reduce their energy use through incentivised performance. 

Alternatively if this was administered corporately any reward payments could be invested corporately in larger scale energy efficiency/renewable energy projects, which could be targeted to maximise our energy and carbon savings. However, if we underperformed and received a penalty, the Council would have to absorb this in full.

Although the Council is unable to charge schools for purchasing the credits the Department for Children, Schools and Families, DCSF, are currently consulting whether Council’s will be able to pass the reward/recharge schools according to their performance. 

The results of the DCSF consultation are expected in early 2010 and as such a recommendation of the bonus/penalty payments will form part of a subsequent report.
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