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The CRC involves buying allowances for predicted
emissions at the start of each carbon year and
surrendering those allowances to match actual
emissions at the end of the year. “Generally speaking,
a company will be responsible for buying emissions
allowances for buildings where it is the electricity

bill payer, but not if it pays the landlord for the
energy costs within a service charge,” Rees explains.
“Franchisors will be responsible for their franchisees’
sites and bills, and organisations that fail to include
qualifying properties will incur fines for not having
allowances to match those emissions.”

Foreign firms that have UK-based subsidiaries with a
combined energy consumption of more than 6GWh
will also qualify. The parent company must nominate
one UK subsidiary to act as the CRC coordinator,
with responsibility for registering as a participant,
collecting data, buying and surrendering allowances
and maintaining an evidence pack of supporting
documentation.

First steps to carbon reduction

For most organisations, the CRC will require
significant culture change in the context of a longer-
term carbon management strategy. They will need
to have carbon-reporting mechanisms and integrate
environmental considerations within product
development and equipment replacement.
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They will also need to balance energy reduction with
future growth and encourage staff participation.

Although some details may change before the launch
in April 2010, a little short term pain over the next
few months will ensure long-term gains — both for the
environment and your bottom line. The first step is to
understand your obligations.

See the user guides at
www.decc.gov.uk or
www.defra.gov.uk

Or visit www.edfenergy.com/crc

© lllustrations: Russell Cobb

Registering for the CRC

The Department of Energy and Climate Change will
use the introductory phase (2010-13) to test the
mechanics of the scheme, determine the volume
of carbon emissions to cover and give organisa-
tions time to familiarise themselves with carbon
management.

It’s expected that 5,000 organisations will qualify
for the first phase as full-blown participants. These
organisations are required to self-qualify and
declare their status between March and September
2010. In the process they will set up an account

on the CRC Registry which is likely to function like
an eBay-style online market for buying and selling
allowances and reporting on

emissions.

Around 15,000 organisations that have sites with
half-hourly meters but did not use enough electric-
ity in 2008 to qualify will still need to do some
housekeeping to confirm this using the same CRC
Registry during 2010.
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Buying emissions allowances

Once a company has identified its total annual CO2
emissions, it will have to purchase carbon allow-
ances to cover them. Allowances will first be sold
at the beginning of the second year (April 2011),

at which point all organisations within the scheme
can purchase allowances for both the 2010 and
2011 carbon years.

In 2011 and 2012, participants can buy an un-
limited quantity of allowances at £12 per tonne.
Excess allowances can be banked for the 2012
carbon year or sold to other CRC participants, but
they will expire when the introductory phase ends
in March 2013.

From April 2013, the price of allowances will be
determined through a sealed bid auction and the
number of allowances for sale will be capped. Each
year after 2013, the number of available
allowances will decrease. Organisations should
develop a carbon management programme to keep
their emissions in line with the reducing cap.
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Allowing revenue recycling: bonuses
and penalties

The CRC is not a tax on energy use. The money from
the sale of allowances each April will be recycled
as bonus/penalty adjustments based on a league
table ranking in October of the same year.
Participants should allow for the cash-flow
implications while they wait for the revenue
rebates.

In the first year of the scheme, the early-action
metric (see right) will act as the sole indicator of
performance, but at the end of the third year this
will be removed. From that point, all organisations
will be measured on the nominal reduction in emis-
sions (the absolute metric with a 75 per cent
weighting), and whether their turnover has out-
performed any change in carbon emissions (the
growth metric with a 25 per cent weighting).

The bonus/penalty factor in the first year is ten

per cent of money spent on allowances. Each year,
this factor will increase by ten percentage points to
reach 50 per cent by year five.

Smart decisions in the short term

Good data is essential for effective energy and
carbon management. Firms that have made in-
roads into energy efficiency should be rewarded for
their efforts and an early action metric in the first
phase measures this as follows:

1-To encourage investment in good data collec-
tion through metering, the CRC rewards the
installation of automated meter reading or smart
meters. The volume of emissions from electricity
and gas supplied through voluntary half-hourly
meters or smart metering put in place by March
2011, compared with the company’s CRC
emissions from its electricity and gas that could
potentially be supplied through smart metering,
will make up half the score used to calculate its
position on the first league table.

2 - To recognise early movers, the CRC will reward
firms that achieve accreditation under the Carbon
Trust Standard. The extent to which an
organisation is accredited will make up the other
half of the score in the first league table.
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