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FOREWORD
Investment in energy efficiency measures is the true no-regrets policy. Whatever view
is taken of the science of climate change, saving money and reducing the consumption
of finite resources is unarguably sensible. However sometimes organisations do need
encouragement to manage their energy use and introduce energy efficiency improvements
in their operations.
The private and public sector organisations that are responsible for around ten per
cent of the UK’s carbon emissions have been set challenging emissions caps under the
Carbon Reduction Commitment. The CRC reinforces our position as a global leader in
energy efficiency and carbon reduction and plays an important role for UK industry.
Energy efficiency improvements deliver cost savings to business and other organisations.
To achieve these it is essential that these bodies have confidence in the policy regime and
that it remains stable enough to allow appropriate investment in the necessary measures.
The Chancellor’s decision in 2010 that revenues from the CRC would not be recycled
to participants was disappointing. I hope the Government’s ongoing work on
simplifying the scheme will produce a CRC which is leaner, thereby reducing the burden
on business and public sector organisations, but still ensures increased uptake of energy
efficiency opportunities.
I am pleased that the Environmental Industries Commission under the lead of Sunil Shah
has undertaken this in-depth, cross-industry study of the Carbon Reduction Commitment.
It will be extremely useful in ensuring work on energy efficiency and carbon reduction
under the CRC is driven forward in a sensible and cost-effective way.

Tim Yeo MP

Chair of DECC
Select Committee

The Carbon Reduction Commitment and its future should be a very topical discussion,
as all sides do their best to work out how best to install demand side reduction into the
Energy Bill. In its original form, the CRC was after all conceived as a programme to
reward corporate energy efficiency action, and to provide both financial and reputational
drivers for decreasing company emissions. The ‘grab’ of half of this powerful tool, in the
form of the Treasury ending the recycling of revenues in the 2010 Spending Review, has
in the eyes of some moved the CRC to the sidelines, reducing it to a public checklist of
questionable short-term utility.
But this needn’t be so, even if the recycling element of CRC is not (as I think it should be)
restored. Uprating the impact of Performance League Tables, using CRC arrangements
to provide clearer carbon signals to industry, and introducing incentives for efficiency
through the scheme, as this report suggests, can all enhance CRC’s ability to play a
significant role in the corporate energy efficiency field.
I am optimistic that programmes of ‘decapacity payments’ or similar will eventually
emerge from the Energy Bill process: to be able to work alongside a revitalised CRC
presents a real opportunity to reward companies working to decouple energy use and
carbon emissions from growth.
I hope the thoughtful recommendations from this report will receive a positive hearing.
Now more than ever we need, with the CRC, to concentrate more on getting the show
back on road, than on how to pull the final curtain down.
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RECOMMENDATIONS
Since its introduction in 2010, the CRC has been subject to an unprecedented level of Government intervention and industry
feedback. This has seen the scope and application of the regulation change significantly from its original remit to break down
the barriers to energy efficiency.
Whilst it is acknowledged that during the project’s research there were some respondents
who felt that the CRC scheme was a wasted opportunity, with a policy of such scale there
will always be variance in opinions. There is evidence which suggest that the principle
and practical implementation of the CRC scheme could make a genuine contribution
to helping participants recognise the importance of energy and carbon management;
reduce associated financial risk; and internalise the current externality of carbon costs.

The legislation has had
a number of benefits in
forcing business to develop
a governance structure
providing more accurate
data at a granular level.

The existing system has had a number of benefits, particularly in enforcing a robust
governance structure, which has been put in place to better capture, analyse and use
data. Whilst arguably increasing the administrative burden, this positive benefit has helped organisations tighten, and better
understand, their spending. How organisations and Industry should use this data and information forms the basis for the CRC by
providing the means to cost effectively reduce emissions whilst benefitting the economic, social and environmental performance
of the organisation. Those surveyed recognise, on the whole, the value the CRC can provide in driving the uptake of energy
efficiency measures, and raising overall carbon awareness, particularly at Board level.
Through an extensive program of Industry-led research and engagement, it is believed that the following recommended changes
to the CRC can be implemented without the need for an additional consultation exercise – therefore reducing further delays and
investor uncertainty.
As a result of the detailed Industry feedback we have received, we recommend that the Government:
1) M
 aintain the PLT, with participants choosing their sector and a range of metrics to provide a meaningful data set to
understand an organisation’s unique performance rather than a weighted average. The ability to use existing data
sets such as Display Energy Certificates should be allowed.
2)  P
 rioritise board engagement from revised PLT gaining media interest, price certainty and incentivised forecast
trading.
3)  Introduce clear, long-term carbon pricing based upon a robust and transparent price signal to enable investment
decisions to be made. Also include a link to some form of growth measure, such as CPI, with a base cost escalator
similar to existing price escalators such as the fuel price levy;
4)  Incorporate the energy efficiency hierarchy into the CRC, specifically enabling low carbon/ decentralised energy to
be counted towards a reduced carbon tax.
5) D
 evelop a carbon trading system to encourage the forecasting of energy consumption and how it is used to facilitate
its reduction.
6)  Maximise green economy benefits and job creation through targeted spending of a grant funding scheme focussed
on energy efficiency.
7)   Introduce an oversight body to provide targeted support at the technology and delivery level.
8)  Align the CRC with local bodies, including LEPs and City Deal groups, to promote efficiency programmes.
9)   F ully exploit the UK’s reputation as a global leader in carbon policies. Many regions and countries are moving
towards systems based upon policies developed in the UK - this provides a significant growth opportunity for the
skills and knowledge already developed in the UK.
10) Improve governance structures including, for example, data from energy suppliers and apportion costs between
landlord and tenants.
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INTRODUCTION
Context
The original concept of the CRC Energy Efficiency Scheme (CRC) was to break the barriers to energy efficiency. This
requirement still exists today as we face an energy shortfall. The following barriers to increased energy efficiency were
identified by DECC1:
• Lack of monitoring and, by extension, control of energy consumption;
• Limited awareness at senior management/board level;
• Limited/split financial incentives; and
• Lack of reputational incentives.

“The CRC will encourage
significant savings through
greater energy efficiency
and importantly will make
carbon a boardroom issue
for large organizations”.

– U.K Government
The CRC was originally designed to provide large energy intensive organisations using
over 6000MWh incentives to improve energy efficiency by directly rewarding energy
savings. The principle aim of the Government via the CRC is to achieve an annual saving of 4.4 million tonnes of CO 2 by
2020. The CRC, introduced in 2008 and effective from 2010, has been subject to much legislative change and public
debate since its introduction.
The development of the scheme was a cap and trade mechanism based upon the premise to recycle revenues to participants
based upon performance. Those who performed well by reducing emissions were to receive a higher proportion of
the recycled funds than those who increased emissions. Performance was judged through a Performance League Table
calculated from a growth factor and absolute emissions.
In the October 2010 Spending Review, the Chancellor announced the revenue recycling would cease, with all revenues
retained by the Government in light of calls to simplify the scheme and to help balance Government budgets. In the March
2012 Budget, the Chancellor stated the CRC “is cumbersome, bureaucratic and imposes unnecessary cost on business. So
we will seek major savings in the administrative cost of the Commitment for business. If those cannot be found, I will bring
forward proposals this autumn to replace the revenues with an alternative environmental tax.”
A DECC consultation to simplify the CRC was launched on 27 March 2012. It proposed to reduce the administrative cost
on those participating in the scheme by almost two-thirds, with 46 measures identified including:
• The cap-and-trade component would be replaced with two annual fixed-priced allowance sales from 2013/14
to give greater cost certainty. Participants would then have the option to purchase sufficient allowances in the
forecast sale, trade on the secondary market or at the higher priced end of year sale
• Organisations qualification criteria would be simplified by focusing solely on electricity supplies through settled
half-hourly meters, rather than other meter types.
• The number of fuel sources required to be reported in addition to electricity would be reduced from 29
to three, ending the requirement for complex footprint reports.
• Reporting would now cover all emissions from these sources. Participants would use the emissions factors
published annually by Defra for wider greenhouse gas reporting.
• Installations covered by the EU ETS or CCAs would no longer have to buy CRC allowances as well. Complex
CCA exemption rules would also go.
• The detailed metrics of the performance league table (PLT) would be moved from legislation into
government guidance.
• Complex organisations would have increased flexibility to report as ‘natural business units’.

1
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Scope
The scope of the report is not to review the consultation process, but by referencing the views of private and public sector
organisations argue for a longer term future for an energy efficiency management and allowance system, within the context of
the challenges and barriers the CRC was originally developed to address.
Through surveys, workshops and interviews the following issues have been raised which helped to steer the scope of this project:
• Focus on the longer term approach of the CRCs purpose rather than the short term fix of the CRC by the
current debate
• Current discussion dominated by ‘CRC as a tax’ implications, rather than extending to a discussion around meeting the
original CRC objectives
• Understand the value of the UK being a market leader in carbon management regulation and the benefits to the Green
Economy
• The debate has simplified the concerns with administrative burden, without an understanding of what has been
beneficial to organisations (e.g. to better understand energy performance), and what has not
• Incentivising carbon reduction, when cost of operations is being superseded by administrative costs
The report seeks to align with the recent consultation and feed into the findings from this exercise. A structured framework has
been taken to look at the CRC from a series of perspectives that are all interlinked:
• Promoting behaviour change at an organisational level
• Providing longer term carbon pricing
• Encouraging energy efficiency through the energy hierarchy
• Enabling a robust structure and delivery mechanism
• Appropriate governance and enforcement applied to the CRC
• Promoting green economic benefits

4
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ENCOURAGING BEHAVIOUR CHANGE
Although the CRC predates the current coalition administration, key aspects of its design reflect the principles of Behavioural
Economics being further developed by the Cabinet Office Behavioural Insights Team (the ‘Nudge Unit) established by David
Cameron. Within the CRC, there are two main drivers to encourage a change in behaviour at the Corporate level:
1. CRC report and payment requires Board / Executive level approval and therefore an improved understanding of the
nature of the information that is being signed-off; and
2. The CRC Performance League Table (PLT) provides a publically
visible ranking of carbon performance and can enable sector specific league tables to be developed.
Engagement with the CRC at such an Executive level has been recognised by Government and business as critical for the
success of energy efficiency measures. Historically, the limited importance given to energy efficiency at Executive level within
organisations (largely due to the relative cheap cost of energy) has meant many of the easy wins in energy reduction are not
realised. The CRC was designed to ensure Executive level visibility on the energy costs and future impacts, from which an
informed decision could be taken.
The PLT has been criticised for various reasons, but there is a sense, supported
“The ill-considered changes
by many of our respondents, that following the removal of revenue recycling it
in the scheme have done
now has limited value. The CRC originally required participating organisations
to buy allowances to cover emissions produced from their usage of electricity
permanent damage to its
and heat. However, in the October 2010 Comprehensive Spending Review, the
credibility - this is why it is a
Treasury decided to keep the revenue raised from the CRC. The original intention
missed opportunity.”
was to redistribute the revenues received from the sale of CRC allowances to
participants linked to their ranking in the PLT making the CRC revenue neutral. The
PLT was designed to rank participants in relation to their energy efficiency improvements (based on a series of metrics), although
initial versions are based entirely on ‘early action metrics’ which can obscure real energy management actions.
DECC convened a PLT Working Group over Summer 2012, with a view to reporting on measures to improve the PLT in the
short and medium term. Ideas relating to the PLT in this report are intended as constructive additions to this ongoing discussion.

Stakeholder Feedback
The cost impact of the CRC is considered to be insufficient to be a driving factor for participants – instead it is viewed as a
compliance requirement. Many organisations affected by the CRC already have a carbon reduction programme in place to
reduce energy, but interestingly the CRC does not play a significant role in these programmes. What the CRC has added is a
compliance angle to this process, which does help to make an improved business case.

FIGURE 1:
SHOWING THE VARYING
DEGREE OF ORGANISATIONS
PERCEPTION OF THE
CRC (RANK =1 IS MOST
DOMINANT).

Promotes improved
measurement and reporting of
energy and carbon use
Creates a stimulus
to invest in carbon
reduction schemes

Increases the level of
awareness and promoted
behaviour change in the...

Raises the understanding
of energy effieciency
at the Board Level
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The scrapping of revenue recycling is perceived as causing the CRC to lose momentum within participating organisations and
certainly at senior management level, and therefore provides limited motivation to CRC engagement. Organisations report the
CRC as a missed opportunity to stimulate investment in carbon reduction and raise the profile and understanding at Board level
(Figure 1). Given these were some of the original aims of the CRC, the removal of recycling has had a significant negative impact.
Respondents felt that incentives and senior management buy-in were no longer visible benefits of the CRC, which corresponded
with the perception that these two elements represent a missed opportunity. Interestingly the PLT was ranked the lowest driver of
importance to organisations, reflecting the reality of limited media and business interest the table provoked when published for the
first time. Whilst the high level engagement linked to the revenue recycling component may have stalled, it is clear that the CRC
has enabled organisations to get better, more accurate data collection and ensure governance and reporting mechanisms are in
place (Figure 2).

25

There was a level of initial interest in the PLT from the organisations contacted, but this appeared dampened following the removal
of revenue recycling and a perception of how benefits from the early action metrics could be achieved (for example it was easier
for an organisation with a few buildings to install AMRs than one with a large portfolio of properties, and that limited value in
terms of reflecting real energy efficiency effort is expected from the results in the first few years due to the weighting associated
with the Early Action Metrics). There is therefore some concern of how to demonstrate progress when early adopters are likely to
have delivered on easy energy efficiency wins. This presents the challenge of how metrics can be identified that reward work to
date, but equally do not then penalise those self-same organisations for lack of (further) progress as reduction metrics develop.

20
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FIGURE 2: RANKING OF THE AIMS OF THE CRC IN ORDER OF IMPORTANCE TO ORGANISATIONS
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Although the PLT was the least impactive of the drivers as ranked by respondents, the concept of the PLT is viewed as being positive
by the majority of our respondents and the authors feel therefore that it should be retained, albeit in a developed guise. The PLT was
originally designed as the main reputational driver within the CRC, but clearly aligned in terms of financial value with the revenue
recycling mechanism. With the removal of the revenue recycling, the precise purpose of the PLT was questioned, supporting the
idea that modification of the PLT to ensure its relevance. Based on our understanding of sustainability drivers within business (see
box) and the comments of our respondents, we would observe that the PLT should ultimately demonstrate performance, support
good asset management and enable:
• Benchmarking of an organisations Corporate Responsibility performance;
• Peer review to optimise competitive advantage via meaningful information and comparison;
• Provision of a full list including CCA and ETS registered organisations (information already available);
• Provision of headline indicators and more specific metrics; and
• Meaningful media interest through the provision of useful information and data.
Such an approach is envisaged to raise the profile of the PLT to organisations stakeholders, investors and the media, engaging
senior management to drive behaviour change, as it will be seen to be more relevant to the audience.

6
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‘WHY ARE BUSINESS LEADERS PRIORITISING SUSTAINABILITY?’
A recent survey from Sustainable Business and Edie.net from 423 Senior Managers provided responses on the priorities for sustainability
in their business. The survey has highlighted three key target groups for communication and engagement – employees, customers and
investors. The PLT will need to provide information to satisfy these groups, strengthening its value as a reputational driver. Different
sectors will have varying communication requirements, and therefore a one size approach will not work. The PLT must align with
motivations of the participants and the main recipients.

In the survey it was found that almost 40% of the participants found that the PLT was important for brand reputation (affecting
it either positively or negatively). One conclusion the authors draw from this is that any modifications that make the PLT
more relevant to participant organisations (through e.g. allowing them to see where they are in relation with their peers /
competitors) would benefit the use of the PLT.

FIGURE 3:
ORGANISATIONS PERCEPTION
OF THE PLT IN RELATION TO
BRAND REPUTATION

Yes – creates an
opportunity to
demonstrate
leadership
Yes – increases
visibility on what
competitors are
doing

No – not
perceived as
important for
brand
reputation

No – creates an
additional
reputational risk

There was an overwhelming desire for the PLT to be sectorised, with the full list seen as limiting the potential benefits. Such
sectors are already available through other reporting systems such as Dow Jones Sustainability Index (DJSI), Carbon Disclosure
Project (CDP) and FTSE4GOOD, which classify organisations. A recent Globescan report2 highlighted these three standards as
the most trusted industry benchmarks, which provide a strong behavioural driver for organisations. The CDP, in particular, was
highlighted as a significant driver within business to reduce emissions and drive the corporate carbon strategy. It is recognised,
of course, that these benchmarks may have less relevance within the public sector, but are presented as exemplars of how such
reporting might work.

Recommendations
The PLT should not be abandoned, but enhanced. Although further discussion with a wider range of interested parties
will be required to develop this, our view, informed by survey data and interviews with respondents is that the PLT should
reflect the needs of key audiences for sustainability information (employees, customers, investors and the wider media).
Information should be made as useful as possible, with one key route to this being through more transparent reporting via
sectorisation.
It is proposed that organisations could choose their own sector based upon current classifications. Where this may prove
difficult (for example with multinational, multi-functional organisations) there should be an option for organisations to be
classified only at the highest level (e.g. Public Sector; Private Sector). This will enable differentiated benchmarking based
upon organisations self definitions. Venture capitalist and conglomerates, where captured by the CRC, together with
other organisations, can provide aggregated information or discrete data in order to help ensure the sector analysis is
appropriate.
Such an approach will only work where the value of the sector information, and its ability to enable peer review, will
incentivise organisations to choose their sector. that the authors feel that differentiated data, led by self identification
will lead to greater media interest. This view was supported by respondents from the media, There is anticipated to be a
policing element provided through the media attention to assess the performance of organisations.

2

‘Rate the Raters 2012’ Globescan / SustainAbility report - www.globescan.com
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Rather than a weighted average with a single CRC ‘score’ as currently structured, we consider that the use of up to three
metrics could provide a more tailored and appropriate way to view the energy efficiency performance of an organisation as a
replacement for the growth metric. Based on workshop discussions, and a review of other energy efficiency metrics known to be
used, we suggest that absolute emissions may be admissible as a headline indicator, but is extremely limited in its comparative
value. The growth metric as currently described helps make sense of annual emissions, but it was felt by respondents and the
authors that there is value to be had in providing more nuanced headline data. Therefore key relative metrics should be available,
such as one reflecting gross Internal Area of participants estates and others reflecting economic activity – such as turnover,
capital investment, production, staff numbers or footfall, as appropriate to sector. Absolute metrics as already stated would also
be captured to detail a wider set of metrics. Existing data and metrics already available and used by organisations can be
covered under the three metrics above – for example Energy Performance Certificates (EPCs) and Display Energy Certificates
(DECs) represent the energy consumption and area criteria. Options could be:
• Absolute

% change in emissions

- mandatory

• Area Gross

Internal Area (m )

- mandatory

• People

per person/ customer

- either/or

• Finance

per £m equivalent

- either/or

2

Finally, it was observed by both respondents and the authors that the current participants within the scheme have not always
used a ‘known as’ alias within their PLT listing, making it difficult for the lay reader to identify those participants. It would be
helpful to the value of the PLT that clear information on participants and participant owners is included within the table listings.
Publishing the information as a body of information enabling industry and media to analyse the data directly as necessary
would remove the stigma associated with the ‘name and shame’ league table. Information captured would include the sector,
absolute emissions, transparent company details and the two normalised emissions factors described above. This may make
the PLT more useful to industry / stakeholders but also less confrontational - particularly for organisations who feel the available
18
metrics have limited applicability to their operations.
16
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FIGURE 4: INITIAL REACTION AFTER THE FIRST PUBLICATION OF THE PLT
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Raising the profile of the CRC and gaining media interest will help to increase the potential benefits the PLT has to a business,
requiring a greater level of oversight at the Board level. It is anticipated this will re-ignite interested in the CRC at this level.
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CLEAR CARBON PRICING
HM Treasury has confirmed, through the published 5-year plan and OBR (Office for Budget Responsibility) estimates, that
the revenue stream from the CRC is projected to raise £1bn in 2014/15 and will be ring fenced to support the wider
public purse. The current price of the CRC allowances is fixed at £12 per tonne during the first phase until 2013/14, with
no formal price for Phase 2 set.
Moving forwards the Carbon Price Floor (CPF) from 2013 will provide a minimum carbon price on fossil fuels used for
electricity generation in the UK. This will help mitigate the variability from the ETS (organisations from other sectors under
the ETS will still have this variability).
There is a need to provide better certainty on the price signals to enable industry to assess the viability of major capital
programmes and investments. There are a number of policies intended to levy a cost on carbon, (for example CRC, ETS,
CCL, CPF), which apply to different businesses and different activities. The CPF applies only to fossil fuels used in electricity
generation (over 2MW). The CRC targets emissions of large organisations that are not covered by the ETS. The CCL
applies to the majority of businesses. Essentially, there isn’t one unified carbon price meaning that participants will need
to consider a number of carbon prices in measuring the financial impact of energy and carbon within their operations.
Removal and consolidation of the carbon costs are unlikely for this reason as they help to support HM Treasury’s suite of
Environmental Taxes.
In 2009, DECC set out a methodology for producing traded sector (ETS) carbon values to 2030, which would
be subject to annual update. In October 2012 DECC published updated information short term traded carbon
prices, as used in low carbon and energy policy development. Within the central scenario, a clear two stage trajectory
is shown taking the price of carbon to over £70 per tonne in 2030 (Figure 5),3 based upon modelling the EU Emissions
Allowances, overlaying the carbon price support that will commence in April 2013 and showing a jump in price in line
with anticipated global carbon prices from 2020. Prices from 2013 to 2020 are considerably lower than those used in
previous modelling, due to the oversupply of EUAs (ETS allowances) within the EU traded carbon market.

FIGURE 5: ASSUMED TRADED CARBON PRICES TO 2030
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Updated short-term traded carbon values used for UK public policy appraisal, October 2012
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Stakeholder Feedback and Recommendations
The removal of revenue recycling has effectively placed the CRC as equivalent to a tax with payment direct to Government.
An understanding of how the range of carbon taxes and costs, which organisations are required to pay, relate to each
other and develop over time is critical to developing carbon price certainty for CRC participants and the wider low
carbon economy to enable investments to be made, particularly in the current economic climate. Government has
proposed the CRC cost to be set through the annual budget statements, which does not provide the long-term certainty
required by organisations to make investment decisions.
It has already been noted that the current price of the CRC does not provide sufficient motivation to reduce energy
consumption, albeit adding some 7% to energy bills. Given that CRC allowance prices must now be considered within
the context of revenue to the exchequer, there are two key influences that need to be balanced in defining the CRC
allowance price:
• Allowance level to ensure revenue to Treasury at anticipated rates
• Allowance level to drive reductions in energy use (but which could, if effective result in a reducing income)
It may prove difficult to find an allowance cost that is mutually effective for both requirements, although it should be noted
that the carbon price was only one response to the desire to overcome barriers to energy efficiency action.
A move towards a system which provides a fixed long term price certainty through a transparent and robust mechanism
to ensure a balance is maintained between driving efficiencies in energy use and ensuring the competitiveness of
business is required. There are a number of robust economic mechanisms that are in place already to enable a strong
and clear price signal to be provided such as the fuel price which is based upon an inflation plus base cost escalator. It
is recommended that greater forward certainty on CRC related carbon pricing is addressed, for example through either
a published escalator or by linking to CPI inflation. At the very least, a mechanism aligned with CCL and CPF levels (with
two years certainty and indicative prices further out) is required - this would allow participants to align CRC costs with
other known carbon costs they are likely to encounter. Guaranteed fixed prices through a ‘trading phase’ of the CRC
would also be effective, but would again be supported by some indication of likely future phase costs, to support some
of the longer term investment that may be required.
The summer announcement to reclassify environmental taxes, of which the CRC is one, and the commitment to increase the
proportion of taxes raised from this suite of environmental taxes supports the ability to provide a long term escalator. The
setting of the price will be dependent upon the inter-relationship between income certainty for Treasury and effectiveness
of the scheme in reducing energy consumption (and therefore related income). Further, such pricing will need to reflect
the projected decarbonisation of the grid consequent of wider energy policy and investment in lower carbon generation.
In broad terms, as the grid decarbonisation is driven by other mechanisms, the CRC price will need to deliver a balance
between the rising price of a tonne of carbon and a reduced grid carbon intensity ratio so that, all else being equal,
there is a zero net increase in the total carbon cost paid by CRC participants.
A full economic modelling exercise is required to determine the balance between the various carbon pricing mechanisms,
the twin drivers for CRC price levels and the projected decarbonisation of the grid to calculate the cost impact to CRC
participants and the wider UK economy.
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DELIVERING ENERGY EFFICIENCY
The CRC was designed as a policy tool to help remove the main known and perceived barriers to energy efficiency action. This
policy requirement has not gone away, although the CRC has undergone rapid shifts in its design. The potential energy shortfall
projected by mid-decade on, unless new generation capacity is rapidly sourced is in part being addressed by other policy
instruments such as the energy bill and electricity market reform, suggests that energy demand reduction should remain a core
priority. The following barriers to, and drivers for increased energy efficiency were identified in Energy Efficiency Innovation Review
conducted for HM Treasury and Defra and led by the Carbon Trust and the Energy Saving Trust in a report from 2005 (Figure 6).

FIGURE 6: BARRIERS AND DRIVERS FOR ENERGY EFFICIENCY

BARRIERS

• Investment cost

DRIVERS

Classical
economic

• Value of energy savings
• Co-benefits and
intangible benefits e.g. CSR

• “Hidden” costs
• S plit incentives & other
market failures
• I gnorance, inertia and
lack of interst

• Systemic efficiency
• Awareness and motovation

System &
Behavioural

The CRC Scheme sought to dismantle these barriers, and reinforce the drivers by:
• Introducing formal monitoring and reporting of energy consumption (to assist organisations in controlling their consumption,
tackling hidden costs and ignorance);
• Introducing a reputational driver (to raise awareness at a senior level and incentivise greater efficiencies, challenging a lack
of interest); and
• Introducing a highly visible price on carbon linked to rewards to best performance and penalties for poor performance (to
create additional financial incentives to reduce energy consumption and raise energy / carbon awareness at a senior level).

Stakeholder Feedback
Senior level engagement, clear price signals and a robust league table were the main areas identified to drive energy
efficiency within an organisation. This will provide a reputational effect, aligned with information requested by investors
and analysts, supported by a rising cost of energy to enable informed decisions to be taken when to invest. All three, as
inter-linked elements, are therefore critical to drive energy efficiency at a Corporate level to reduce the energy bill; control of
additional regulatory costs; revenue that can be generated from renewable energies; and the psychological impact on staff.
Positively, as a regulation the CRC can provide certainty and a level playing field, which could incentivise investment.
Strong signals from government are important but must be seen in the global context for businesses i.e. it must support the
competitiveness of UK business by driving costs down and reducing exposure to volatile fossil fuel and related energy prices.
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There is currently a perverse incentive to utilising decentralised energy systems within the CRC, although they are known
to be more energy efficient – and therefore to be seen as an energy efficiency scheme, the CRC needs to address this. It is
important to acknowledge a need to avoid double counting current incentives, such as the Feed in Tariff (FIT), renewable heat
incentive (RHI) or renewables obligation (RO) to comply with EU State Aid rules, the treatment of onsite and near site fossil
fuel CHP could be better aligned with energy efficiency principles.
Most organisations are in agreement that the CRC would remain as a tax on energy use, and significant amount of
resources dedicated to initial compliance would be wasted if the CRC was to be removed at this stage. Nevertheless several
organisations have been implementing and managing carbon and energy reporting strategies on their own largely in order
to insulate themselves from any future changes. It is important to note that some respondents felt it would be premature to
get rid of the CRC as the impact it has on reducing carbon will be seen in time to come. This is reflected in the table below
whereby initially compliance requirements take precedence, with energy efficiency projects and measures to follow yielding
carbon reduction savings.
FIGURE 7: ACTIONS TAKEN BY ORGANISATIONS IN RESPONSE TO THE CRC
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50.0%
40.0%
30.0%
20.0%
10.0%
0.0%

Nothing – not even
the mandatory
reporting

Minimum
compliance and
reporting only

Identification of
areas to target in
future

Installation of
Automatic Meter
Reading

Obtaining Carbon
Trust Standard

Organisations response to the CRC can be seen in figure 7. More than 52%
of the participants are working on a minimum compliance basis. It has also
encouraged organisations to engage with employees in order to reduce energy
usage. Organisations confirmed that many of the physical initiatives that were
implemented arose largely from other factors rather than the CRC and would
therefore have taken place anyway. However, this may be a reflection of the
timescales to implement capital projects and therefore to understand whether
there is an interaction between the regulation and action, the link between the
CRC and investments should be monitored more closely in future.

Physical
interventions to
reduce energy
usage

Employee
engagement to
reduce energy
usage

Other (please
specify)

Senior level engagement, clear
price signals and a robust
league table were the main
areas identified to drive energy
efficiency within an organisation

Energy efficiency, at a site level, operates as a part of a wider energy strategy. As well as the ‘quick wins’ of turn off
campaigns and easy refits, technology, through capital investment, is available to improve efficiency, but typically has a high
payback too great for many organisations to take forward. The CRC has helped to reduce the paybacks for many capital
investments bringing them into the scope of delivery. Respondents felt that any action with a 3-4 year pay back will not see
take up in current economic climate.
The motivation to drive energy efficiency changes (Figure 8) within organisations is proposed through the provision of
government incentives primarily through alternative tax provisions for reducing carbon. Mandatory Greenhouse Gas (GHG)
reporting was also highly scored as a motivator, which has historically impacted public sector bodies and is now indicated
for UK listed private sector companies.. Public sector bodies had been required to report GHG emissions through National
Indicator 185. The requirement for this reporting was removed in 2010, but many bodies have continued to publish annual
reports. Greenhouse Gas Reporting regulations introduce mandatory reporting for UK listed companies from 2013.
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FIGURE 8: ELEMENTS THAT MOTIVATE ORGANISATIONS INTO CARBON REDUCTION
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The preferred incentive was to provide a direct reward system aligned with investment in existing buildings to ensure a
level of credibility for the CRC approach and incentivise the desired approach. For example, the potential for tax rebates
for achievable, annual reduction targets would also provide this certainty and support clarity of future pricing. The German
model of providing grants for energy efficient technologies is popular and would help bring down payback times, and could
be based upon the current Enhanced Capital Allowance scheme technologies.
Although some difficulties with compliance were identified by many respondents (ranging from complexity of data to
organisational structure), the property sector was highlighted as a complex area for the CRC to provide clear drivers for
energy efficiency, particularly due to landlord tenant relationships, which can see all costs, including landlord controlled
areas, associated with the CRC being passed through to tenants and therefore little incentive to improve the properties.
Whilst complying with the regulations, this would suggest that a clear market mechanism is required to drive behaviours
between landlords and tenants. It is anticipated the implementation of the EU Energy Efficiency Directive will help to close
this gap, but the relationship between this directive and CRC regulations needs to be considered carefully.

Recommendations

Alternative
Options

Avoid
Reuse
Recycle
Disposal with return

Comments from respondents suggest carbon pricing within
the CRC along the lines of the landfill tax would be popular.
The Landfill Tax, has effectively doubled disposal costs since
it was introduced in terms of price/tonne. Such a structure is
shown whereby the tax was a fiscal incentive to drive waste
up the hierarchy to alternative routes. As a result, the tax only
applied to a certain part of the waste system and made other
options more cost effective.

Disposal to Landfill

Landfill Tax Option
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Conversely, the CRC applies wholly to energy consumption by an organisation
regardless of how the energy is generated or procured. Whilst it is recognised that
this is to avoid double counting, the approach also penalises organisations from
investing in decentralised energy provision.

Efficiency

Efficiency

Energy Consumption

Decentralised
Low Carbon
Technology

Current CRC Approach

Designed as an Energy Efficiency Scheme, the current application of the
CRC makes limited connection to the well established energy hierarchy.
Currently if the generation meets certain criteria, and in particular, other
credits for renewable energy are not claimed, renewable generation can be
Proposed CRC Approach
offset against CRC emissions through claiming EGCs (Electricity Generating
Credits). Otherwise renewable energy generation (claiming FIT for example
is reported at grid factor) is not supported at all, treating all electricity use on site as if it was a grid emission rates. This may
encourage energy efficiency, but it fails to follow the logic of the energy hierarchy. Based on respondents views of the process,
the authors would propose a simplified energy hierarchy appropriate to the CRC.

Energy Consumption

The March 2012 CRC consultation indicated that onsite generation from a CHP would still be included within CRC but at the
Defra GHG guidelines “electricity generated” factor (as opposed to the “energy consumed” factor). This opens up the potential
for a hierarchy approach which rewards energy avoidance and energy consumption reduction most (by full avoided cost of
CRC emissions), but with attempts to generate locally recognised at a reduced emissions rate. Although the Defra GHG factors
provide a useful fall back position, it would seem fairer to align those emissions factors with calculated factors where these can
be demonstrated (for CHP generation, the GHG guidelines have a model formula for this). If the actual local emissions factor
cannot be evidenced, the generic grid electricity generated factor would seem an appropriate default. The choice to use locally
generated electricity through private wire (e.g. direct imports from a neighbouring facility) are more complex, but could be
allocated emissions factors similarly, provided metering and emissions evidence were available.
It is less clear whether offsite low carbon generation, through for example non-private wire Power Purchase Agreements
(PPAs), could be meaningfully recognised within the CRC, as there is a less obvious link with decentralisation and investment
incentivisation, but it is possible that such approaches could be considered within a broader context which encouraged CRC
participants to be part of a joined-up UK-plc programme of energy efficiency and LZC generation developments.
As noted above, in all cases of non-grid substitution, the emission factors as generated or consumed can be based upon
the Defra figures as a default. Provided in the table below are figures produced by Energy Star in the US for decentralised
systems, which are based upon the efficiencies of the units and therefore broadly comparable to those figures in the UK.
They represent a significant reduction of some 50% on the UK grid electricity. Where businesses are able to demonstrate
that the losses and efficiencies are greater, through data submitted
for subsidies (Renewable Heat Incentive, Renewables Obligation,
Feed in Tariff), it is anticipated that much of this information would
Thermal Energies
kg CO2e / kWh
be available and otherwise verified and should not add further to
Emissions Factors  
the administrative burden. How this recognition of localised, lower
carbon generation could be agreed within limitations imposed by
District Steam
0.2695
available financial support for renewable technologies would need
further consideration.
District Cooling
0.2269

District Hot Water

0.2694

http://www.energystar.gov/ia/business/evaluate_performance/ Emissions_Supporting_Doc.pdf
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CARBON TRADING
Primary legislation (the Climate Change Act 2008) established the parameters of an allowance trading scheme. With the change
to an allowance purchase and surrender scheme, with fixed prices, the ‘trading’ concept became redundant. However, there is
evidence elsewhere that the trading concept works – or has the potential to work. The trading concept has been shown to work
with Sulphur Dioxide in the industrial sector in the US, but has had more mixed success with the ETS in Europe, generally due
to over-supply of allowances. As well as the ETS, a number of international examples where schemes involving management of
energy involving trading elements were provided:
• The Japanese model, which operates as a national and local scheme, simplifies operational aspect of both systems4. At a
local level, the carbon trading system is managed through city level or prefecture regions. The Tokyo Metropolitan system
commenced in 2010 as a precursor to the roll out nationwide in 2013; and
• Alternatives for the trading mechanism could look at the US sulphur dioxide cap and trade scheme which has been
successfully operating since 1995 and
• California’s carbon trading system, which is due to launch in January 2013 (see note below).5
California’s cap-and-trade program
The program was created by the state’s Global Warming Solutions Act of 2006, which aims to reduce emissions in the state to its
levels in the 1990s by 2020. Organisations in California that emit more than 25,000 metric tons of carbon dioxide per year are
required to obtain allowances to release greenhouse gases. The program will cover around 350 to 400 businesses and will affect
organisations who operate facilities in California. Companies below the threshold can also opt into the program.
Each year, the “cap,” or the overall amount of emissions the state allows, will shrink, meaning organisations will need to reduce their
greenhouse gas levels or buy allowances. Businesses can also meet the cap by purchasing a limited amount of “offset” credits from
projects that reduce greenhouse gas emissions offsite -- for instance, from companies that specialize in disposal of ozone-depleting
refrigerants. The offset credits need to be approved by the State Air Resources Board. The first compliance period begins Jan. 1,
2013. The cap is 162.8 million metric tons of carbon dioxide, with four auctions held.

Stakeholder Feedback
Overall, there was limited support for notions of trading within the CRC. Indeed, the simplification of the allowance scheme, to
avoid ‘trading’ was supported. The provision of a cap and trade system, while keeping the focus on energy efficiency, was not
welcomed by respondents who raised concerns about lack of skills and the potential distraction that may be caused to delivering
energy efficiency. In particular, the authors belief is that there is a the perception that a cap and trade approach would require
expertise in ‘spot trading’ for the buying and selling of allowances on the open market which would add significant risk to a
business. There was a general lack of understanding in how the concept of cap and trade would operate and therefore a reticence
to engage with the idea.
Generally, there was limited support for auction options, and a strong disagreement regarding linking CRC credits to EU-ETS.
Retrospective fixed carbon price purchase, as currently in place, was supported, with some support for advance purchase and
credit carry-over between years. There was no clear view expressed on the availability of second hand credits on an open market.
However, more complex systems and allowance availability would go against the widely expressed desire for a simplified CRC.
As currently revised, and as anticipated by the March 2012 consultation, there is no ‘trading’ within the scheme. Whether trading
could be of benefit to energy efficiency and to Treasury within the CRC is open to further debate. Prospective purchase options
would support more accurate forecasting, but would in a simple format discriminate against those restricted for cashflow or probity
of spend reasons.
In line with the March 2012 DECC consultation, a fixed price allowance purchase system is supported (Figure 9), with the possibility
of allowance purchase both based on prospective and retrospective data. The process of how this occurs with requirements for
electronic security certificates which were problematic to set up will need to be improved following this years’ purchasing which
added a significant level of admin burden onto organisations. Much of this was due to a new system and approach being in place,
again requiring the suitable governance structures to be developed. It is anticipated that the burden will therefore reduce in future
as the system simplifies and business better understands how the purchasing of allowances operates.

 Tokyo’s Emissions Trading System: A Case Study; Directions in Urban Development;
The World Bank June 2010
5
http://www.arb.ca.gov/cc/capandtrade/capandtrade.htm
4
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FIGURE 9: CHANGES TO THE TRADING PROCESS TO INCENTIVISE ENERGY EFFICIENCY
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Multiple phase auction Retrospective carbon Carbon credits do not Purchasing of credits Second hand credits Credits can be traded
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following year

Recommendations
The forecasting of consumption, carbon emissions energy costs is to be encouraged as good practice in energy and budget
management. Forecasting should support prospective allowance purchase, but unless there is a reasonably significant variance
in pre and post period allowance prices, there is limited incentive to purchase allowances based on that forecast. To encourage
forecasting and early allowance purchase, there are two practical issues to be addressed. Firstly, the difference in allowance
prices between the start and end of period, and secondly the difficulties faced by those restricted (for cashflow or probity
reasons) in the ability to purchase ‘speculatively.
To avoid over purchasing of the allowances, credits could be restricted from sale to third parties, and their validity could be time
limited. Their ability to be transferred from one year to the next will be dependent upon the price mechanism that was set and
would limit the ability to carry over allowances into the following year. Such a system could work with restrictions to the validity
of allowances after the annual reporting period – excess allowances could be non-transferable, non-bankable or tradeable only
within sector at purchase price (any of these options restricts speculation, but the restricted sale value option could be best as
a reward to those who deliver energy / carbon savings beyond forecast). Such a mechanism that restricts any additional value
of pre-purchased allowances would discourage over-purchase, and thus exert pressure to deliver emissions as close to forecast
as possible.
A greater impact of prospective and retrospective purchase linked to forecasting might occur if the cost differential is increased
between the two purchase allowance sales at the beginning and end of the year to incentivise forecasting and therefore develop
a better understanding of energy use and behaviour. Similar to the price escalator proposed for the overall carbon costs, the
price differential would also be at a fixed rate based upon a growth metric such as CPI plus a factor. Those organisations with
a static or closely-managed portfolio will be better able to forecast and purchase credits in advance, and hence favour public
sector bodies and those who are early adopters. Such an approach will also raise the need to incorporate the purchasing of
credits into strategic decision making (e.g. to ensure credits are not purchased when asset sales may be taking place) and
provides a direct link back to the behaviour change criteria.
Payment for the allowances could be made through instalments for cash poor organisations, removing the issues associated with
the system benefitting the cash rich. The allowances would be purchased at the beginning in the same way, with payments made
regularly throughout the year enabling the organisations to accrue sufficient moneys for the initial allowances and the necessary
top-up allowances at the end of the year. We understand that for public sector bodies, concerns remain about speculative
purchase. However, early payment was anticipated within the original scheme, albeit with revenue recycling, so the principle
is similar. There are other examples of forward purchasing of a required volume of ‘resource’ in the public sector (such as road
salt – which may or may not be fully used, or may be carried over into the next year if not), but it is fully understood that any
such system must address restrictions on speculative spend.
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Green Economy
The link between the CRC and its ability to drive the Green Economy has been overlooked in many of the discussions and
previous surveys undertaken. The ability for revenue from Government to drive energy efficiency savings through an oversight
body has demonstrated before the ability to generate jobs across the UK construction and manufacturing sectors together with
innovation and exportable knowledge across the globe. The benefits of the CRC to the Green Economy were highlighted in a
special ENDS report  based on information submitted to DECC. As this assessment was made in the early days of the scheme,
we would suggest that it is premature to dismiss the potential of the CRC to bolster the green economy.
As  well as indicating political commitment to the Green Economy,
Government has pursued the decentralisation of systems to a local
level. The Localism Act has transferred many powers to a local
level to enable money and responsibility to be held by those who
understand what the local community wants and needs. There are
two recent structures that have been set-up to bridge this gap, local
enterprise partnerships and City Deal.
In England, a local enterprise partnership is a partnership between
local authorities and businesses formed in 2011 to help determine
local economic priorities and lead economic growth and job creation
within its local area.

Innovation in the non-domestic buildings
sector represents a significant opportunity,
amounting to savings of 86MtCO2 and c.
£13bn by 2050. Innovation could help create
export opportunities that could contribute an
estimated £1.7bn to GDP to 2050.
Low Carbon Innovation Co-ordination Group
October 2012

City Deal - devolved powers to England’s largest cities that will help them invest in growth, improve local workers’ skills and
create jobs, support local businesses, control budgets and improve critical infrastructure.
Lord Heseltine’s report, ‘No Stone Unturned in Pursuit of Growth’ provides a central recommendation to decentralise spending
to a local level through local bodies such as LEP’s. The report argues that in terms of best value to generate growth, a local
level of implementation provides the greatest return. There is an obvious link here to wider social benefits that can be accrued
at this level.

Stakeholder Feedback
Respondents indicated a strong desire for revenue recycling to be returned, whether in a direct form or indirectly in tax
incentives through alternative mechanisms. It was felt such a move would help to regain the integrity of the CRC from being a
complex and burdened tax through to helping to support and drive energy reduction
Re-investment back into energy efficiency for CRC registered organisations will help to:
• Prioritise capital projects due to reduced payback times and potential savings that can be achieved;
• Provide an immediate job creation role for the refurbishment of existing properties and retrofitting of equipment and
technologies from the construction sector; and
• Drive innovation across the UK to develop energy efficient technologies backed by the desire to purchase
these systems.
As a whole, the provision of focussed funding into energy efficiency schemes will help to deliver local job creation, energy
and resource efficiencies and development of the green economy – key components to realise the integration of sustainable
development at a community scale.
The value of the UK’s leadership position on carbon policy has the ability to export these skill sets globally. A number of
countries, including Japan, Singapore and Malaysia are looking at a CRC derivative to be implemented. The DECC modelling
(Figure 5) points to a global carbon price by 2020 raising the potential of carbon commodity market that needs to be located
somewhere. At present there are a number of regional hubs – the UK should exploit its hard won reputation as a leader in
carbon.
The CRC has led to direct and indirect job growth in carbon management, with organisations developing in-house expertise in
this area to help manage and understand their energy. In the main, this has been through promoting the collection of data and
using the information to inform on the practicalities of energy efficiency projects for minor changes and major capital schemes.
Multi-national organisations are increasingly looking at rolling out the UK systems to their other locations.
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Recommendations

Support to the public and private sector

A number of the respondents felt that the CRC’s credibility would be
alongside a well-structured tax can create
enhanced by again linking to financial reward for good practice and the
behavioural change, which realises
consequent ability to re-invest and promote the energy efficiency market is
significant net benefits for the UK.
critical. Although it is understood that CRC revenues are fully committed to
WRAP Business Plan
central exchequer funds, it is not impossible to see how, in the future CRC
commitments could be linked with incentives. One approach would be to
engage with a grant funded body that has a remit to provide support into energy efficiency equipment, and into a body that provides
an oversight unction ensuring consistency and best practice. An example body of this type would be WRAP (see information note).
Support can be provided locally, but this must be aligned with the oversight body to ensure consistency and avoid duplication of effort.
This is a main lesson learnt from WRAP when funding was provided at both a national and regional level, but not linked together.
The output targets would seek to build the economic case through jobs targeted at specific industries. Such an approach would
align directly with the Green Economy strategy which is being promoted, and also the LEPs / City Deal groups that have recently
been set up to promote the local economy. Alignment with the Green Deal should also be made, although of limited value to larger
organisations it does provide a strong methodology to incentivise energy efficiency. Therefore funding provided through the Green
Deal route and from the CRC, whilst targeting different end-users, do require the same methodology to be met.
Leakage would also need to be managed, particularly at a national level, to ensure money is not provided and spent overseas. This
can be managed as part of the procurement process to ensure the retention of economic gains.
WRAP SUCCESS IN WASTE RECYCLING AND DEVELOPING THE GREEN SECTOR
The government introduced an escalating landfill tax which increased the cost of landfill in a controlled and stable way. This enabled
organisations to plan investment as they could forecast a price point in the market where they would receive sufficient return. At the
same time the government introduced a number of schemes to create knowledge, best practice and capacity in the market. Initially
this was primarily through Landfill tax credits (now the Landfill Communities Fund) where site operators can claim tax credits for
contributions that benefit the environment.
In 2000 WRAP was set up ‘to help recycling take off in the UK and to create a market for recycled materials’. Governments
across the UK funded WRAP to develop best practice, advocate improved performance and build capacity. WRAP has achieved
this through a number of ways; communication such as the ‘recycle now’ and ‘love food hate waste’ campaign, capital grant
funding for reprocessors to enable industry to create alternatives to landfill, developing industry guidance and tools such
as the construction procurement guidance and Net Waste Tool, and advocating sector and voluntary agreements such
as the ‘Courtauld’ and ‘Halving Waste to Landfill commitment’. Add to that specific legislation such as duty of care, site waste
management plans or packaging regulations and there is a compelling case for increasing recycling and reducing waste
to landfill.
WRAP focused on a sector by sector approach, providing free of charge, consultancy support, guidance and tools, and grants to meet
the needs of each sector. The combination of legislative drivers and increased cost alongside support and the provision of alternative
options have reduced waste to landfill significantly (over 45% between 2000 and 2010 according to the Environment Agency).
The key lesson learnt from WRAP is that support to the public and private sector, alongside a well-structured tax, can create behavioural
change, which realises significant net benefits for the UK. The resulting impact of WRAPs 2008-11 business plan was a per annum
economic benefit of £2.2 billion which is embedded into the economy. The incoming resources to WRAP over those three years was
a little over £213 million (Circa £70m per annum). The benefit of this investment does not end on what WRAP can measure because
the capacity building within the industry is significant; developing skills and experience which creates new jobs and develops new
solutions for industry.
Business acknowledges the support that WRAP has provided:
• Flexible and free support for public and private sector, such as consultancy, advice and training that created skills and expertise
in the workforce.
• Direct grants for capacity building to create alternatives to Landfill
• Guidance and tools that enabled public and private sector to utilise alternatives.

18

What is the Future of the CRC?
What is the Future of the CRC?

acclaro
advisory

Governance and Enforcement
Overall, the feedback from participants indicated the CRC does have the potential to work. Whilst it has been largely reported that
the CRC has added a cost to doing business, there is a need to disaggregate this reported additional cost into genuine additionality
(expected with any new legislation) and those activities that have been beneficial for business (and perhaps should already have
been undertaken as good management).
The legislation has had a number of benefits in forcing business to develop a governance structure providing more accurate data at
a granular level. From the responses to our surveys and interviews, it is suggested that the CRC it has helped to:
• Reach out to the internal business at all levels and raise engagement at Board level – provides a focus for individuals,
including senior management;
• Raise the profile of energy and the inaccuracies from reporting - focus upon
organisational data and the reasons for collecting it;
• Develop closer relationships with energy suppliers;
• Provide more accurate and granular data for analysis - promoted the take up
of AMR;
• Raise the profile across companies as a whole and provide a trickle down effect
to raise the profile of carbon within the industry as a whole; and

“Reducing the time taken to
comply. It took weeks and
weeks of e-mails back and
forth to sort out the digital
certificate to buy the permits.
All of this takes staff time.”

• Increased capacity and knowledge within business.
Some respondents felt the CRC has a heavy compliance requirement associated with it and therefore significant time is spent on
this aspect rather than using the information to identify further opportunities. The simplifications consulted on from March 2012
are intended to deal with this. However, the actual reduction of effort from the proposed simplifications is not clear: In particular,
respondents are concerned that more complex organisations and commercial structures may see an increase in their admin burden
as they seek to understand the legal implications of the various options available to them. As an example, no legal guidance on
lease structures / financial structuring of arrangements (PFI, JV, SPV is available). This has led to a significant amount of time spent
with financial and legal specialists to resolve issues. Going forwards, the issues need to be recognised and guidance will be
necessary to reduce the additional costs.
Importantly, there has been significant learning over the past year that will lead to a reduction in the admin burden and improve
organisations ability to respond. It should be remembered that the CRC regulations have been modified almost constantly over the
past two years, which has led to a significant degree of uncertainty and will have resulted in a higher admin burden.
The simplest way to reduce this burden is to avoid regular changes and provide a long term structure and cost for the CRC.
Respondents noted a number of specific areas of improvement:
• The scheme guidance and system should be improved to make it more consistent and provide a clear, concise response
supporting organisations;
• The level of enforcement is not considered appropriate or comparable with the failure, which is being penalised.
In this way, non-compliance with the CRC will result in a significant penalty much higher than elsewhere in the
environmental field;
• Further administrative efficiencies could be made to simplify the registration of company and the provision of necessary
proof. There is too much information necessary to be provided and substantiated;
• There have been significant issues with paying the EA through digital software, particularly for public sector bodies;
• Annual statements from the energy providers have been found in a number of cases to contain inaccuracies and therefore
manual assessment against meter readings has been necessary. Significant time is spent understanding the differing
methodologies employed and varying formats from the energy suppliers to ensure the necessary accuracy. A standardised
reporting template from the energy suppliers will significantly save time; and
• Further landlord /tenant issues to be resolved in terms of apportioning payment of the CRC to the energy user, leaving no
responsibility or payment by the landlord and therefore no incentive to make any changes.
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APPENDIX: METHODOLOGY
Between May and September 2012, EIC with support from Acclaro Advisory conducted research into the CRC. EIC and Acclaro
Advisory have kept DECC and HM Treasury informed as the research has progessed. The research approach behind this
project can be divided into four stages of information review:
• Surveys
• Literature review and analysis.
• One to one interviews
• Workshops
An online survey of representatives was conducted of companies
participating and involved in the Carbon Reduction Commitment Energy
Efficiency Scheme (CRC). The sample includes respondents from a range
of business types represented in the CRC and individual respondents
from a range of roles from within participating organisations. Of those
responding, almost 90% are supporting CRC registered organisations
directly or indirectly. The sectoral split of respondents saw 16% from public
sector bodies, manufacturing and the property sector.
The survey was developed by Acclaro Advisory and was distributed via
the EIC mailing list, 2 degrees blog and promoted heavily through social
media. The audience is largely of an environmental, financial or reporting
background. These types of individuals are most likely the ones involved
with the implementation of CRC within their respective organisations.

Literature
Review

Interviews

Data Mining Cycle
Data
Review

Surveys

Workshop

The use of multiple sources of data collection is done in order to ensure that the data is concrete and well established. The
surveys and literature review was used to understand the following:
• Primary Challenges of the CRC.
• Alternatives to the CRC.
• Engaging the participants of the CRC.
• Proposed changes to phase 2 of the CRC.
• Next Steps
The results of the survey were then corroborated with the results of one-on-one interviews with representatives from a range of
organisations, results of workshops conducted and other similar industry reports such as Global Action Plan and KPMG reports.
This was done to draw out new knowledge similarities and difference in trends agreement comparison test was conducted
for questions in order to prepare a critical hierarchical point set which allows for the clear understanding of the critical issues
concerning the CRC. The critical points raised in the interviews and workshops are then reinforced with data from the survey
and other industry reports in order to achieve triangulation of data. Throughout the report where the respondents do not provide
any response, they have been excluded from the analysis of the questions.
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GLOSSARY
CRC –

The CRC Energy Efficiency Scheme is a mandatory scheme aimed at improving energy efficiency and cutting emissions in large public and private sector organisations.

PLT

–

Performance League Table ranks participants in terms of efforts to improve their energy efficiency. Early actions will
have a diminished weighting each year, with metrics based on company growth and absolute emissions changes
taking more prevalence.

CCA –

 limate Change Agreements - special consideration to energy-intensive industries given their need to compete interC
nationally, with a 65% discount from the Climate Change Levy if conditions are met. CCAs set the terms under which
eligible companies may claim the levy reduction.

ETS

–  T he EU Emissions Trading System is a Europe-wide cap and trade scheme, started in 2005, and is the first of its kind.
The third phase is due to commence in 2013 until 2020.

AMR –  A
 utomated meter reading is a technology used in utility meters for collecting the data that’s needed for billing purposes. It works by translating the movement of the mechanical dials on a meter into a digital signal, which can be
transmitted from the meter to the utility company by telephone, power line, satellite, cable or radio frequency (RF).
CDP –

The Carbon Disclosure Project is an independent not-for-profit organization providing a transformative global system
for thousands of companies and cities to measure, disclose, manage and share environmental information. When
provided with the necessary information, market forces can be a major cause of change. www.cdproject.net

CCL

–  T he Climate Change Levy is a tax on the use of energy in industry, commerce and the public sector. Introduced in
2001, the aim of the CCL is to encourage businesses to become more energy efficient.

CPF

–  T he Carbon Price Floor is a tax that requires polluters to pay a minimum amount of money to pollute. Those who
qualify make a payment to the Treasury as a direct upstream tax on greenhouse gas pollution.

CPI

– T he Consumer Price Index is the official measure of inflation of consumer prices, calculating the geometric mean price
increase as a percentage for a basket of 600 different goods and services.

GHG –  G
 reenhouse Gas emissions comprise a basket of six gases which, in the atmosphere, absorbs and emits radiation
within the thermal infrared range leading to an increase in temperature.
DEC –  D
 isplay Energy Certificates promote the improvement of energy performance in buildings. They are based upon
actual energy usage of a building and increase transparency about the energy efficiency of public buildings.
FIT

–

LZC

– L ow and Zero Carbon technologies have not been formally defined by Government, but refer to technologies with
significantly low carbon emissions than grid eg combined heat and power, solar photovoltaics.

LEP

–

PFI

– p
 rivate finance initiative is a way of creating “public–private partnerships” (PPPs) by funding public infrastructure
projects with private capital.

JV

–

The Feed-in Tariff encourages deployment of additional small-scale (less than 5MW) low-carbon electricity generation, in return for a guaranteed payment from an electricity supplier of their choice for the electricity they generate
and use as well as a guaranteed payment for unused surplus electricity they export back to the grid. FITs work alongside the Renewable Heat Incentive (RHI) which supports generation of heat from renewable sources at all scales.

local enterprise partnership is a partnership between local authorities and businesses formed in 2011 to help determine local economic priorities and lead economic growth and job creation within its local area.

A joint venture is a business agreement in which parties agree to develop a new entity and new assets by contributing
equity. They exercise control over the enterprise and consequently share revenues, expenses and assets.

SPV –  s pecial purpose vehicle is a legal entity (usually a limited company of some type or, sometimes, a limited partnership)
created to fulfill narrow, specific or temporary objectives. SPVs are typically used by companies to isolate the firm
from financial risk.
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Acclaro is an independent sustainability consultancy practice that provides commercially and politically aware advice.
Based upon our established track record of delivering UK and global projects, and engagement with public sector
bodies as well as NGO / NPOs, we have an unrivalled understanding of both the emerging policy trends and the
technical experience to enable clients to implement practical and measurable solutions. We have a pedigree in the
global built environment, sustainability consulting and low carbon economics, providing a bespoke solution tailored to
each of our client’s needs, - whether a full 360° solution is required or where there is currently a well developed strategy
and team in place, simply in need of enhancement or expansion.
www.acclaro-advisory.com
Set up in 1995, the Environmental Industries Commission (EIC) is the lead trade association lobbying for the continuing
growth of the UK’s environmental technologies and services sector. With 200 Member Companies, EIC represents
all the main environmental sectors, including dedicated Policy Working Groups for Carbon & Environmental
Management and Sustainable Buildings & Energy Efficiency. It has the support of leading politicians from all three
major political parties, industrialists, trade union leaders, environmentalists, and academics.
www.eic-uk.co.uk

BSW Timber is the largest sawmilling business in Great Britain. We have six sawmills in the UK and one in Latvia,
production capacity of over 1,000,000m3 of sawn timber per year. Group Headquarters remain in the town of
Earlston in Berwickshire, where the business originated. Today the firm employs 900 people in the UK and Latvia,
turnover is in excess of £163 million. Customer service centres at our Carlisle, Dalbeattie, Newbridge and Fort
William mills ensure that all our customers receive specialised and dedicated help - consistently.
We continue to invest in our manufacturing facilities and technology and in market research, product and market
development, bringing new opportunities to our customers using both UK and Latvian fibre. We are continually
looking at ways to improve product availability and customer service. BSW Timber supply sawn timber products to
customers in the Construction, Pallet and Packaging, Fencing, Garden and DIY product sectors.
www.bsw.co.uk

Jacobs is one of the world’s largest and most diverse providers of technical, professional, and construction services,
including all aspects of architecture, engineering, and construction, operations and maintenance, as well as scientific
and specialty consulting. We serve a broad range of companies and organizations, including industrial, commercial,
and government clients across multiple markets and geographies. Our global network includes more than 170
offices in more than 25 countries, with operations in North America, South America, the UK & mainland Europe, the
Middle East, India, Australia, Africa, and Asia. We were founded in 1947, and our headquarters is in Pasadena,
California.
www.jacobs.com
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