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 Your Next Steps



What is the CRC?

1. Mandatory energy efficiency program in UK

2. Applies to organizations whose building(s) annually consume 
over 6,000 MWh of electricity per year (this correlates to roughly 
£500,000)

3. The program consists of three parts
1. Carbon emissions reporting
2. Carbon allowance purchasing
3. Performance League Table
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Why Buildings? 
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Scope of the CRC

 Regulates around 10% of 
the emissions in the UK

 Around 5,000 organizations 
in the UK will be regulated All Energy Use EmissionsCRC Emissions

 For the first phase of the 
CRC, allowances will be 
purchased at a set price of 

These 
emissions will 
b t dpu c ased a a se p ce o

£12 / MTCO2e
be reported 
every year
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Establishing the Organizational Group 
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Associated Features of the CRC 

 League Table 
 Performance metrics Performance metrics
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League Table

 The League Table will record: 
 Overall position based on performance under these metrics: 
 Early Action Metric
 Growth Metric
 Absolute Metric Absolute Metric

 The Early Action metric will account for 40% of a y
participant's overall performance in the second year of the 
CRC 
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Performance Metrics
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League Table

 The first League Table was released just last week.
 Based on 2,100 companies
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League Table
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Emissions Trading 

 Calculating emissions
 Standard calculations which involve multiplying the electricity use by a 

defined emissions factor. (In this case it is 0.541 MTCO2/MWh)
 Emissions from onsite fuel consumption are also included in the scheme 

and need to be accounted for. 

 The process of purchasing allowances
 Purchase allowances in the beginning of the compliance period
 Must surrender carbon allowances at the end of each period
 The amount surrendered must equal the amount of emissions calculated 

from energy consumption
 F il t l i i t fi d t ti i k
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 Failure to comply gives rise to fines and reputation risk



Emissions Trading

 Phase 1 Learning Phase - April 2010 – March 2013 
 £12 ($19)/tCO2 fixed price uncapped sale

 Phase 2 Capped Phase - April 2013 – March 2018
 Sealed bid uniform price auction – These prices will be 

the basis for the government’s offset price 
development.

 Secondary market – buying from those who have 
offsets to part withoffsets to part with

 Safety valve – injection of offsets from the ETS if the 
cost per offset increases too much
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Business Implications
What’s the $$ impact?

 Administration fees

 Penalties
 Reporting delays
 Reporting errors

 Allowance purchases Allowance purchases
 Cash flow requirements

 League table performance
 Reputational impacts 

 …and finally, the cost of buying more energy than is necessary.
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Administration
Fees and Penalties

Civil and Criminal Penalties

Administration fees
 Registration fee - $1,520 (£950)

S b t l d i f $2 100 (£1 290) Subsequent annual admin fees - $2,100 (£1,290)
 Transaction fees - $475 (£300)
FinesFines
 Late reporting: $8,000 (£5,000) + Days X $800(£500) 
 Reporting error: 10% error at £40/tCO2 = $92,800 

(£58 000)*
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(£58,000)*
* = based on an organization with 29,000t CO2 footprint 



Business Impacts

 Cost and reputational impacts need to be managed
 Due diligence required on UK asset or corporation Due diligence required on UK asset or corporation 

transactions
 Impacts on existing and new business and customer 

relationships
 Drives market for energy efficiency and carbon trading
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Managing the Risks of the CRC

 Focus on energy use reduction through a company’s 
portfolio of properties. By doing this a company can:p p p y g p y
 Improve its standing in the league table
 Decrease its compliance fees associated with allowance purchases
 Decrease its overall energy use expenses Decrease its overall energy use expenses

 Develop an energy use data collection and monitoring 
strategy to limit the potential for misreporting and 
extraneous legal costs. 
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Gradual Reduction of Energy Use in a Portfolio
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Gradual Reduction of Energy Use in a Portfolio
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Case Study

UK based organization – real data extrapolated to determine 
costs and benefits associated with the program. p g

 Spends $14,406,360 (£8,860,000) on electricity
 Consumed 61,520,000 kWh
 Emits 33,282 TCO2e

P h d $6 0 000 (£400 000) f ff f CRC Purchases around $650,000 (£400,000) of offsets for CRC 
compliance in the first phase

 Value that is at stake for this specific case is $3 900 000
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 Value that is at stake for this specific case is $3,900,000 
(£2,500,000) over the six year period.
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Key Changes to the CRC

 Phase 1
 Sale of Allowances pushed to April 2012, retroactivelyp p , y
 Recycling payment scrapped

 Phase 2 – Proposed 
f f Reduce fuels covered from 29 to 4

 Fixed price offsets instead of auctioning approach
 More clearly define the organizational boundaries
 Make qualification for the program a one-step instead of two-step 

process
 Reduce overlap with other schemes, for instance sites that are 
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p ,
capped under the EU ETS would be exempt from the CRC
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Allowance Purchases - Now
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Critics of the CRC

 The reporting is burdensome on businesses
 The fact that the recycling payments have been removed The fact that the recycling payments have been removed 

have made the CRC more of a carbon tax
 The program is complex and now that recycling payments 

have been removed a more effective and simpler carbon 
tax should be initiated

 The League Table ratings are based on year to year The League Table ratings are based on year to year 
improvements, which potentially harm facilities that were 
built to a very high level of efficiency prior to the start of the 
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program



Key Deadlines

Action Deadline

Publication of first League Table Autumn 2011

Buy allowances from government 
for compliance year 1

April 2012

Submit Annual Report using online July 2012Submit Annual Report using online 
registry

July 2012

Hold sufficient allowances in July 2012

© 2008 ICF International. All rights reserved.
icfi.com/greenbusiness 26

account to cover emissions for 
year 2



Your Next Steps

 Urgent actions needed for AMR installation/ CTS certification for 
the Early Action Metric

 Year 2 data collection, management and reporting 
responsibilities

 Develop an effective energy/ carbon management strategy to Develop an effective energy/ carbon management strategy to 
perform well in League Tables 

 Determine the potential CRC liability
 Develop an auctioning strategy 

Thank you

Micah Brill
212 656 9227
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Thank you.
mbrill@icfi.com


