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EA - 360° perspective

© Climate change at the heart of what we do

© Full Participant
© Our CO, footprint 65,000 tonnes per annum
© Existing 5 year plan to reduce CO, by 30% to April 2011
© Our CO,reduction plan includes 10:10 Commitment

© Administrator and Regulator for England & Wales
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What Is the CRC?




The CRC
© helps reduce the country’s carbon
footprint

© encourages improvements in energy
efficiency

© scheme benefits outweigh cost of
participation
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Key Elements of the Scheme

© Traditional Cap-and-Trade scheme
< 6 Steps:
— Forecast emissions
— Purchase allowances
— Monitor/manage emissions
— Purchase additional allowances
— Report emissions
— Receilve ‘recycling’ payment
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Notes for previous slide
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The CRC will work as a traditional Cap and Trade scheme. Participants will be
required to purchase and surrender emissions allowances that correspond with
their carbon dioxide emissions. Under a cap and trade scheme, the
Government will specify the total number of allowances released to the group
of organisations covering a defined period (tCO, emitted per annum). The
number of allowances released will be reduced periodically in line with
environmental objectives.

|deally participants need to carry out 6 steps:

Define an emissions reduction strategy that allows them to forecast their
emissions

Purchase allowances from Government through the auction, or in the
introductory phase, the fixed price sale.

Monitor and manage their emissions throughout the year

Purchase additional allowances through the secondary market or the safety
valve

Report emissions at year end and surrender the corresponding number of
allowances —4 month reconciliation period

Receive a recycling payment adjusted by a bonus penalty factor based on an
organisation’s relative performance.
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Notes for previous slide

2 Publication of guidance for registration and follow-up mailshot to billing
addresses will start in w/c 9 November. This will be phased over a 4 week
period to minimise the impact on our help desk support.

) Consider handing out copies of this timeline because it incorporates a variety
of policy changes And developments outlined in the Government Response.
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Do | Qualify for CRC?




© For calendar year 2008:

—Did you have at least one half-hourly
electricity meter (HHM) settled on the half-
hourly market?

—|Is your total supplies of qualifying electricity
at least 6,000 MWh?

—|Is your total supplies of qualifying electricity
less than 6,000 MWh?

—|s your total supplies of qualifying electricity
less than 3,000 MWh?
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Organisational Structure

KEY
C] Highest parent
organisation

Significant Group Undertakings
(SGUs) - those that would be

required to participate in their own
right if they were not part of Group
A

Subsidiaries reported as part
of A’s and SGUs overall data
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Notes for previous slide

) If you are part of a group structure, the entire group is responsible for meeting CRC
obligations.
) The highest parent organisation (or a nominated alternative) participates on behalf of the

entire group...taking into account energy use across the entire group.

) Significant Group Undertakings (SGUs)  (formerly Principal Subsidiaries)

) A Participant has the option to nominate any SGU that it wishes to participate separately at
the point of registration or if it purchases an SGU providing what remains does not drop
below the CRC qualification threshold.

2 Make sure the person within your organisation responsible for legislative compliance is
aware of CRC, knows what needs to be done and when.
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Footprint and Scheme Emissions

1. MUST remove all energy use from
excluded sources

2. MUST remove 100% of emissions
from CCA exempt subsidiaries

3. CAN remove up to 10% of
footprint emissions but not Core
Sources, or covered by EU ETS or
CCAs. Regulated Emissions must
be at least 90% of relevant
emissions

4. MUST remove all
emissions covered
by CCAs and EU
ETS.
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Notes for previous slide

This slide highlights a staged assessment to determine emissions for the footprint report and
the relevant CRC emissions for the annual report. This data will be self certified but will be
subject to a rolling programme of audits. Participants are required to maintain evidence packs,
which will include annual statements from suppliers and billing information.

Exclusions : Transport emissions, onward supply and domestic emissions are excluded from
the CRC.

New definition of supply: Need to understand new definition to determine who is responsible
for reporting. It replaces the ‘counterparty’ rule. Recommend attendees refer to the
Government Response for details. It will also be covered in our guidance.

The 90% rule takes into account what emissions are already covered by existing policy
measures i.e. EU ETS and Climate Change Agreements (CCAs). Participants must
demonstrate that at least 90% of emissions will be covered by EU ETS, CCAs and CRC. This
rule is designed to reduce administrative burden. It gives flexibility for participants to decide
whether or not to declare some or all of their residual sources within the CRC.,

CCA exemptions — 25% rule. Will be applied to group members or total organisation
depending on structure i.e. if there are no subsidiaries.

Residual CCA exemption criteria <1000MWh, participants can claim total organisation
exemption if after excluding all CC group members, the remaining electricity consumption is
<1000MWh. These exemptions can be claimed at the point of registration or end of the

footprint year in the introductory phase.
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Allowances
League Table

Revenue Recycling




Allowances

1 allowance = 1 tonne of CO,
Government sale at start of each compliance year

Additional allowances -- secondary market and ‘safety
valve’

3 year introductory phase
—2010-2011: reporting year only
1st sale: April 2011 (for 2011-2012 emissions)

Fixed price: £12/tCO, . no limit

Allowance ‘banking’



Notes for previous slide

The first year of the scheme (Apr’10 to Mar'11) will be a reporting only year.

1st sale April 2011 : For Year 2 compliance.

Secondary market will be facilitated by a notice board facility that will help match buyers and
sellers.

The safety valve is a buy-only link to the EU ETS market. It is designed to moderate prices in
the secondary market. It will be managed by the Environment Agency. It allows extra
allowances to be created. Linking to the EU ETS preserves the environmental integrity of the
scheme i.e. it pays for emissions reduction.

Banking rules : Unused allowances can be banked rather than sold. But any unused
allowances end of the introductory phase will be cancelled. Thereatfter, allowances will be
capped, and unlimited banking rules will apply to unused allowances.



Revenue Recycling

Incentive to reduce emissions
League Table performance plays key role

—Top placed orgs -- highest bonus rate

— Bottom placed orgs -- maximum penalty rate
—Year 1 maximum bonus/penalty +/-10%

— Year 2 maximum bonus/penalty +/-20%

— Year 5 maximum bonus/penalty +/-50%



Notes for previous slide

The Year 1 bonus/penalty payments will apply as follows:
The very best performer will get a 10% bonus.
The worst performer will get a 10% penalty.

All other participants will have a unique penalty/bonus within the +/- 10% range depending on
their position in the league table.

Bonus/penalty payments will be escalated during the first 5 years of the scheme. Year 5
bonus/penalty +/- 50%.

As an incentive to reduce emissions, all the revenue raised by the annual sale or auction of
allowances is ‘recycled’ back to participants. Performance in the league table is a key factor in
working out how much of the revenue each organisation receives. All revenue from the 1st sale
(Apr'11) will be recycled in the first revenue recycling payment (Oct’11).

NB. Government Response does not fully explain the revenue recycling calculation. It will be

published in the near future.



League Table

Performance calculated using three metrics during
the introductory phase

Mandatory absolute metric
— Reflects change in org’s CRC emissions
Early action metric

— AMR and CTS coverage
Growth metric

— Credit given to organisations that reduce
energy intensity



Notes for previous slide

Note: that for the first year of the scheme only the Early Action metric will be used to assess
performance.

Early Action metric — 2 components:

1. Automated Meter Readings (AMR) for gas and electricity — this only applies to supplier
meters used for charging purposes. It does not apply to sub-metering. Measures extent of
voluntary AMR at end of first year; and

2. Extent of CRC emissions covered by the Carbon Trust Standard or equivalent, to the end of
the introductory phase.

Growth metric is a measure of CO2 emissions divided by turnover (or revenue for public
bodies)
Organisations are only legally required to provide information for the absolute metric. However,
all metrics will be taken into account when working out your league position, and if you decide
not to disclose information in your annual report for the other metrics, you will be unable to
score any league table points for them. So even if your organisation performs poorly in a
metric, it will still be in your interest to disclose the information as you will score some points,
whereas an organisation that does not disclose the information will not receive any points.
Revised Metric weightings: Early Action: yrl 100%; yr2 40%; yr3 20%

Absolute: yrl  0%; yr2 45%; yr3 60% Growth: yrl  0%; yr2 15%; yr3 20%
Capped phase yr4 onwards: Absolute: yr4 75% Growth: yrd 25%
At the end of each compliance year, the CRC administrator gathers information from the
reports of all participants. This information is then used to compare performance:

league tables published for each metric and overall league table

the position in the overall league table is used to determine the bonus/penalty factor used to
calculate the revenue recycling payment.

The league tables will be published after the end of each compliance year on the public pages

of the CRC reqistry.



Enforcement

Deterrent Civil Penalties — fixed and variable
Naming and Shaming
Energy supplier obligations:

— HHM lists

— Performance statements

Minimum number of criminal penalties

Regulator discretion (EA, SEPA, DOENI)



Notes for previous slide

Government chose a stringent civil penalties regime to act as a deterrent. Penalties for failing
deadlines, not giving accurate reports, failing to cancel allowances by the set date, etc.

CRC will rely almost entirely on civil penalties to guarantee enforcement of the scheme. The
proposed civil penalties involve a combination of the following components: fixed fines, variable
fines, publication and, where necessary, blocking the trading account of participants.

Failure to register is an example of a fixed and variable penalty: £5,000 immediate fine for
failure to register by the deadline PLUS £500 fine for each subsequent working day of delay up
to a maximum of 80 working days.

Govt has also gone for naming & shaming as part of the package of Corporate Social
Responsibility drivers.

Energy suppliers are obligated to provide scheme administrators details of HHM customers and
energy usage.

Energy suppliers also obligated to provide CRC participants with annual performance
statements. This duty will be enforced by Ofgem.

Criminal sanctions apply for certain offences e.g. knowingly submitted false or misleading
information. This could result in imprisonment.

The Draft Order includes a proposed power for regulator discretion. We understand Secretary

of State guidance will be issued to outline the scope of this provision.
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CRC Registration




CRC Registration Guidance

WwWw.environment-agency.gov.uk/crc




Guidance Timetable

2009

Footprint Report
Evidence Pack

The League Table &
Payment Recycling

Registration

2010‘

Registry & Trading

Organisation Change

1 April 2010
CRC Starts

Reporting




Notes for previous slide

Changes announced in the Government Response have impacted on the
programme for CRC implementation. As a consequence the plan for publication of
guidance products has been reviewed. Guidance documents for assessing
gualification, organisation structure and the registration process were published on
the 9 November. Further guidance on reporting, evidence packs and auditing will
be published mid Feb’10. The third tranche of guidance will be published towards
the end of next year to cover trading, Performance League Table and payment
recycling.



CRC Registration Guidance:
November 2009




Notes for previous slide

CRC Registration guidance is available from www.environment-
agency.gov.uk/crc. These guidance documents are interactive PDFs.

In addition, a number of brief guidance documents are also available that
cover popular CRC topics. These include:

Early Action Metric

Automatic Meter Reading

Making an Information Disclosure
CCA Exemptions



Common Registration Questions

What is the Registry: Purpose-built on-line system
No other way to register

Security Arrangements: Government Gateway (GGW)
Registration number:
unigue serial number
generated when you register
Yes, save and finish later
Logging in:
First time: username & password created
GGW: use existing registration detalls



Notes for previous slide

What is the Registry? The CRC registry is a purpose-built on-line system which you must use
to register for CRC, to carry out all

reporting requirements, and to manage your CRC allowances.

Are there any other ways to register?  No. You can only make your registration using the
CRC on-line registry. Hard copy or other methods of information submission will not be
accepted.

What security arrangements are in place?  To prevent any unauthorised access to the
information that you give us, access to the

CRC on-line registry will be underpinned by the Government Gateway (GGW) security
arrangements. Your organisation may already

be registered on it e.g. to make use of Electronic VAT Returns, Employer Direct Online and
PAYE Online for Employers. For more information on the Government Gateway, please visit
www.gateway.gov.uk

How do | log in? When you log in to the CRC registry for the first time, it will create a
username and password. If you are already registered with the GGW (see above) you will
normally be able to use your existing registration details.

What is my registration number?  This is a unique serial number that identifies your
organisation in the on-line registry. The system will allocate this to you automatically when you
register. Make a note of this registration number in case you need to contact the helpdesk.

Can | save my registration part way through? You do not have to complete your registration
in one go. Once you have logged in, you will be able to save your registration partway through
and return to the same point at a later date if you wish



Step-by-Step Registration Guide
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You must follow and complete all of the Steps A to K summarised in the diagram below to
register for the CRC. All these steps must be completed by 30 September 2010 for your
organisation to be compliant.



Registering as a Participant: Checklist

Organisation information Organisational structure

Changes since qualification CCA exemptions

Contact details Primary member & senior

HHMs & electricity supplies ~ officer

Qualifying electricity (whole Summary of data
organisation) Payment

Verifying participant Submission

Invoice contact



Notes for previous slide (part 1)

We have prepared the following checklist so you can tick off the steps you need to take during
registration and can make sure that you have collected together the necessary information.

Below is for information if questioned

Type of organisation — company, public body, individual organisation (charity, partnership
etc).

Parent organisation/public body details — company number (if applicable), name of organisation
and registered address or principal office, email and telephone number details.

* In which part of UK is parent located and, if applicable, overseas parent details.

Changes since qualification: If there have been any designated changes to your organisation
since the qualification day, 31 December 2008, you will be asked to provide information.

Contact Details: Primary and secondary contacts — these will be the day to day working
contacts for CRC.

HHMs:
Settled half hourly meter information. Upload or insert numbers for each HHM (MPANS).

Total half hourly qualifying supply information - settled and non-settled (remove supplies
associated with electricity you should not account for)

Continued...



Notes for previous slide (part 2)

...continued
Quialifying electricity:
Tell us if you have deducted any supplies associated with transport or domestic uses.
* Declare if you will be claiming CCA exemptions (if applicable).

Verify Participant: Confirm that you are registering as a participant.

Invoice Contact: Provide contact details for an invoice contact. You will also have the option of
assigning a purchase order number, which you will be able to change from year to year.

Organisational Structure:

Enter details of each significant group undertaking  (SGU).

» Enter HH electricity supplies for each SGU.

CCA exemptions: Enter CCA details for each entity claiming a CCA exemption.
Primary Member:

If you are a group and you wish to nominate a primary member, other than the highest UK
parent, you can do so here. This must be a UK based group member of your organisation.

Enter the details of senior officer of the primary member. This contact must exercise
management control and have the authority to appoint the primary and secondary contacts and
authorised representatives to act for the whole organisation (in the case of groups).

Summary of data: Check the information displayed on screen is the registration correct. You
can edit it if you wish.

Payment: Pay either by credit or debit card or BACS/CHAPS.
Submit your registration data.



Making an Information Disclosure

Choose registration type
Organisation details
Contacts

Senior Officer

Information about half hourly
electricity meters

Qualifying HHM electricity
supply during qualification year
Summary of data entered &

Information disclosure
submission



Notes for previous slide (part 1)

1. Choose registration type

You will be asked to indicate which type of registration you are making. If you had at least one
settled half hourly electricity meter in 2008

and your electricity supply through all half hourly meters was less than 6,000MWh during that
year, after having deducted any electricity you should not account for, you should select “make
an information disclosure”

2. Please provide details of your organisation, or the highest UK parent organisation if
you are part of a group

The first few screens ask for information described below.
Organisation type and address

Please tell us the type or organisation from the following: company, public body or
organisation of individuals. Enter the name of the organisation, or the highest parent if you are
a group.

« Company

The system has a company address look-up facility based on data held at Companies House.

This will bring up a list of options if you type in part of your company name or registered
number

Continued...
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...continued
 Public body

If you are a public body you should define the type of body further by selecting from the options
presented as a drop down list :

- Government department (this includes devolved administrations )
- Non departmental public body
- Local authority
- NHS body
- Police authority
- Fire authority
- Further and higher education institutions/universities
- Public corporation

You can enter part of the name of the organisation and then identify the correct option from the
information shown on the system. If your

organisation is not listed in the system, please enter the organisation name and it will be added
to the database, along with type of body you have selected.

 Organisation of individuals

Please select the closest match from the following:

- Partnership

- Trust

- Charity

- Clubs and societies

- Co-operative Continued...



Notes for previous slide (part 3)

...continued

- Trade union
You should enter the full name of the organisation and its main business address.
Country where UK registered office is located

Please select from the drop down box (England/Wales, Scotland, N Ireland). If you do not have a
registered office, please use your main place of business or main office.

SIC (Standard Industrial Classification for economi C activities) code

If you are registering as a company, the system will insert this data for you. If you are registering as
any other type of organisation, this does not apply.

Overseas organisation details

Please indicate whether your organisation is a subsidiary of an overseas parent. If ‘yes’ please
provide the name and address. This should be the highest worldwide parent.

3. Primary and secondary contacts

Please enter contact details for your primary and secondary contacts. They must be different
individuals, but they can be the same as the senior officer contact. We will communicate with these
contacts via the e-mail addresses that you provide.

4. Senior officer (Person exercising management con  trol)

You should enter the details of a director or senior officer of the organisation, or parent organisation if
you are part of a group.

Continued...



Notes for previous slide (part 4)

...continued
5. Enter information about individual half hourly e lectricity meters

You will be asked to enter the list of settled half hourly meters that you were responsible for during the
qualification year. You do this by providing the MPAN for each meter. In Northern Ireland the
equivalent number is an MPRN. Where we refer to MPAN, please treat this as a reference to MPRNs
also.

6. Enter qualifying HHM electricity supply data dur ing qualification year

On the next screen you will be asked to record information about your total HHM electricity supply
during the qualification period. This is

the calculation set out in Steps B to C above; it includes electricity from all types of HHM (not just
settled HHM), but should not include electricity supply which is excluded from CRC .

7. Summary of data entered and information disclosu re submission

The system will now display the data you have entered and you may edit or add to any of the data.
Once you are satisfied, please click on “Submit”. Your disclosure is now complete. The system will
allow you to download a summary of the data that you have entered.



Corporate environmental reporting

ICAEW & EA guidance on reporting environmental
Information in annual financial statements

What environmental information should you be reporting ?
Examples & best practice guidance
Question & answer style

Latest Defra / DECC
guidance on measuring
and reporting GHG
emissions

Measure, manage &
reduce

Worked examples
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How CRC will be financially reported is a question which has routinely cropped up in stakeholder
guestions. Concern for public sector is the potential for windfall gains and HMT (Treasury) rules.
Joint guidance produced by Environment Agency & Ins titute of Chartered
Accounts for England & Wales.

Targeted at an accounting audience but relevant to all involved in producing, reading and auditing
annual reports and accounts

Covers the latest environmental directives and the financial accounting implications of these for
businesses and the public sector

Provides an overview of existing accounting standards, highlighting any environmental implications of
these

Written in a question and answer style
lllustrated with examples of good practice
Includes existing best practice guidance on the financial treatment of emissions allowances & permits

The joint guide can be downloaded from the EA website. Feedback on the guide is welcome.
Defra /[DECC joint guide:

Defra / DECC joint guidance on the measurement andr  eporting of greenhouse gas emissions
Written to help deliver Government carbon emission reduction targets

Builds on existing environmental key performance indicators publication

Targeted at all sizes of business and the public sector

Latest Government guidance on measuring and reporting GHG emissions including target setting.
Includes worked examples of different types and sizes of organisation

Available from Defra or DECC websites



CRC Support

CRC dedicated helpdesk:
CRCHELP@environment-agency.gov.uk

CRC dedicated webpages:
WwWWw.environment-agency.gov.uk/crc

- CRC User Guide

- CRC Timeline Slides

- CRC Guidance Materials

- Frequently Asked Questions
- Case Studies

- Much, much more!



