The key implications of the Carbon Reduction
Commitment

Some frequently asked questions
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The objective of CRC J

Generate behavior and
Infrastructure change to improve
energy efficiency
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* The “organisational” structure specific
* Buying and selling subsidiaries and sites
» Landlord and tenant responsibilities
 Private Finance Initiatives
« Education

 Administrative and allowance management
» Forecasting payments and recycling
 Creating the evidence packs and sign off

» Addressing the myth of early action

» Key actions and priorities

e Questions
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The single entity organisation will be responsible for
determining qualification (primary member)

Organisations that are part of a larger organisational
group must act together

Organisations with at least 1 HHM settled on half hour
market will be included:

> 6,000 MWh full participation
< 6000 MWh information disclosure
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Organisational Structure
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What is the boundary on individual
responsibility?

« Corporate responsibility
e Subsidiary responsibility

e “Group”
e Single building

~
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Organisational groups participate as single entity
even If individual subsidiaries qualify standalone

Parent company acts as primary scheme
member. If parent is outside UK then UK parts
grouped to form single CRC participant with
highest member responsible .

Qualification based upon emissions from
organisational structure as of 31 December 2008
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For large (or principle) subsidiaries separate
emissions report required if emissions are
significant enough to qualify for CRC alone.

Reporting of absolute emissions only not growth
or early action.

Requirement is to enable historic transfer of
emissions in event of acquisition or disposal of
assets for reduction of loss coverage and to
ensure fairness of scheme
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Organisational Structure ]

Where smaller sites or subsidiaries are acquired
of or disposed contribution would be picked up by
aggregate emissions and growth metric.
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Organisational Structure
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‘ / Special arrangements

_
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» Central government

e Joint ventures and PFI
e Landlords and tenants
* Franchisees

* Schools/Education

/
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Organisational Structure J

The counterparty to the energy supply
contract is generally the responsible party
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Landlords and Tenants J

Landlord / Tenant — energy used in leased
buildings is the responsibility of the person who
has the contract with the energy supplier
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Landlords and Tenants

Type of bullding

Dieca.cription of anengy prowvision

Landiord reaponaibliities under CRC

Tanant reapona ibiiifics pndor
CRC

Wihobe bulicing ket

amangameants

Whala bullding la fully kot 1o tenant
and therefore f=nant la lkely 1o

hold reaponalbliity for punchaaing

I the lanalond aupplies the enarngy
o the ienant’s pramiasa, and
recovers the coat from the tenant,
then the landiond (or the higheat
parent organiaation of the landiond)

Tenant uaus’y has
reapaoinalblity for buying the
enengy It conaumes.

R eapona bty for compllance

i bamant S gy & congiames;, raiar will be reaponalble under the CREC. | with CRE will reat with the
inan lanciore baing URTSRENY | 10 et cages, the tanant will be 1enant jar higheal parent
i Ta enamy b the CRC participant (if it mesta the | organiaation of lenant).
qualification criterla).
Tenants reaponalble for
Landiong provides enengy uaed enargy wae in thelr pramisss .
Mt et type + for the common pars but tenants Lamdiond reaponalble for eneangy It muat be added 1o thelr other

have thelr own enargy supplisa for
the demiasd arsaa.

aad i COImiman pars.

enangy uaes for purposss of
gauging inciuslon, and for

calculating thelr totsl footorint.
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Landlords and Tenants

Type of bullding

Deacripthon of enengy proviskon
afrangemeants

Laniiond neaponaibiiities. inder &R

Tenant reaponaibliiies wnder

CRC

Muttl bet type 2

Landlond provides the enangy
used for common parts and alao
supindiss the enengy to the tenants
premig ey,

With no aub-meiering, the landiond
wiould normally bl the fsnant fora
proiportion of fisor ares.

Reaponalbliity for compllance with
CRC falia entirely on the landiond.

haone

Muif bt type 3

Landlond provides all the enengy
ussd for the common parts,

and alao gupplies the enangy 1o
fanant’s pramisea — but with auch
Snangy Sut-melsnss.

Sub-metering anables landlond 1o

bl tenants for thedr acteal snengy
=)

Reaponalniity for compllance with
CRC falia entirely on the landiond.

Mona
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The franchisor is responsible for the energy of
franchisee and is the responsible person.

unless

the landlord is the counterparty to the energy
supply contract

1- prophets



PFI, JV, PPP, BDFO

Majority stake > 50% then energy use is
aggregated with majority owner organisation

No majority stake > 50% then considered as a
Sseparate organisation
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PFI School — where PFI is counterpart to energy
supply contract, energy use will be attributed to
PFI company

University — Participate as separate
organisations, for collegiate universities the
Individual colleges are grouped under their
respective university

State funded schools the Local Authority is the
responsible person with each school being the
associated person. This includes Foundation,
Voluntary Aided, Academy etc
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*an associated person (school) must provide the
responsible person (local authority) with all such
assistance, including the provision of information or
records, as Is necessary to enable the responsible
person to identify fully, and discharge, the
requirement imposed on the combined participants”
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Administrative and allowance management J
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Administrative and allowance management J
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Administrative and allowance management J
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Administrative and allowance management J
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Administrative and allowance managem
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Concept is to protect against unit price becoming

excessive

- participant pays deposit price

- scheme purchase from EU ETS

- scheme calculates actual price and
requests additional funds or provides re-
fund

- corresponding available credits in EU ETS
are cancelled

- scheme will never sell for less than £12

Revenue from ‘safety valve’ sales not included in
recycling pot




Administrative and allowance management




Costs and Cash flow

Phase One

Phase Two

£2.5m

£250k []
001' ﬁ

£5m



Forecasting




Forecasting
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Impact of Metrics on League Table

Metric Year 1 Year 2/3
Absolute 0% 60%
Early Action 100% 20%
Growth 0% 20%

Year 4/5

5%

0%

25%



 Self certification scheme

e Evidence packs to record verification
 ‘Lodged’ via online registry

« Administer by Environment Agency

Two reports

 Footprint report
e Annual report



Reporting and Surrendering Allowances




The evidence pack must contain:

- structural records

- data records

- record of special events

- data for early action and growth metrics
- support for exemptions and credits

2010/11 Evidence must be kept for duration of
scheme, other years for 5 years from end of
phase

20% Audited per year.. 100% Audit in duration




 Company Director (or equivalent) of the
participant must sign annually

 Records must demonstrated information is “true,
accurate and complete”

 Potential for Directors to be criminally liable for
false or misleading statements



Penalties - Criminal




Penalties - Civil




— Why?

Early Act

2

\_




Energy Cost savings easily outweigh any
additional recycling benefits

Cash-flow ‘ease’ with need to purchase fewer
emissions

Opportunity to gain Carbon Trust Standard,
leading to higher recycling bonus

Potential damage to CSR reputation through lack
of action



Determine approach to compliance
|dentify organisation
Manage uncontrolled exposure
Early action metrics

Make sure systems are in place to gather and
manage data and forecast emissions

Engage experts, don’t be mislead
Implement energy savings — be proactive
Further information ....



www.cibsetraining.co.uk




www.esta.org.uk




www.carbontruststandard.com




WWWw.I-prophets.com




Questions

Thank You
Questions for speakers



