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The CRC Energy Efficiency Scheme:
update on progress and latest changes
The redrafted CRC Energy Efficiency Scheme Order 2010 was laid before Parliament on 22 January
2010. The Order is an affirmative instrument, which means that both Houses of Parliament must
expressly approve it. Each House simply expresses its wish for the SI to be annulled or passed into
law. The timeframe for scrutiny is not entirely clear; the Order could be passed in as little as a few
weeks, but could take longer.1 When it is debated, this will be for a maximum of an hour and a half
in the Commons and possibly slightly longer in the Lords, depending on how many people want to
comment.
Although the layout of the draft Order is considerably altered, the substantive provisions remain largely
unchanged. The Addendum to the 2009 DECC decision document, which was published at the same
time as the draft Order, outlines the principal changes, including:
• Sole traders – are excluded from participation in the CRC and are therefore no longer required to
assess themselves for qualification or make an information disclosure, even if they are supplied by
a settled half hourly meter. This revision was made on the basis that to include such business would
place them under an administrative burden which was disproportionate to their emissions.
• Exclusion of passive and non-half hourly electricity supplies – Electricity measured on a
passive or non-half hourly basis is not classified as a CRC supply and therefore will not need to
be measured for purposes of qualification or footprint or annual reporting. A ‘passive’ supply exists
where un-metered electrical consumption is allocated across half hourly periods by means of a
mathematical calculation. However, where a device (not being a metering device) records, on a
daily basis, when electricity is supplied or not to one item of a set of equipment on premises and
that record is used to determine the half hourly supply of electricity to the whole set of equipment (a
‘dynamic supply’), such supply will qualify for the scheme.
• Indirect supply – the principle of indirect supply2 has been removed. This provision was considered
to add an unnecessary layer of complexity for participants, and is no longer required given that
eligibility for Electricity Generating Credits (“EGCs”) has been streamlined and simplified (see
below). Generators will now be responsible under the CRC for reporting the emissions attributable
to the supply of input fuel, irrespective of whether they subsequently export electricity to single or
multiple customers.
• Treatment of electricity generation – CRC participants will now be required to report all nonexempt electricity supplies at the grid average emissions factor, including where such supplies are
self-supplies and irrespective of how such supplies were generated (see also changes to eligibility
for EGCs below).
1 The last time an affirmative SI was not approved by the Commons was 1969 and by the Lords in 2000. If the Order is rejected by
the Lords, it cannot have effect, even if the Commons have approved it; the Order will have to be slightly amended and re-laid. If the
Lords reject it again (which has never happened), the Government could in the last resort embody the Order in a Bill.
2 Where a customer had an exclusive supply arrangement with an on-site or private wire-connected generator, this would have
rendered the customer responsible for the emissions attributable to the input fuel used by the generator rather than the emissions
attributable to the electricity supplied.

• Eligibility for Electricity Generation Credits – The Government has revised its general position
on a generator’s eligibility to claim EGCs where electricity is self-supplied. Initially, EGCs could
only be claimed where electricity was exported to a third party. EGCs may now be available
regardless of whether the generator self-supplies or supplies a third party. However, EU ETS
generators and generators who claim ROCs or FiTs remain ineligible to claim EGCs.
• CCA exemptions – Because CCA target periods do not align exactly with qualification years
(or phase years) under the CRC, concerns were raised regarding the ability of CCA holders to
obtain data for the target period ending in a qualification year. Government has decided to permit
organisations that do not have data for the CCA target period ending in a qualification year of
each phase (not just the Introductory Phase, as first stated) to obtain a CCA exemption as part of
their footprint report, using data from the target period ending in the footprint year. In respect of
the Introductory Phase, data from the CCA target period finishing by the end of the 2010 calendar
year may be submitted in relation to the qualification year (1st January – 31st December 2008).
• Revised maximum fines – The cap on certain fines, broadly relating to obstructing inspection,
have been lowered. The new limits are £10,000 in Scotland and £5000 in England, Wales and
N.Ireland.
The revised guidance document, issued by the EA, suggests the following additional minor
modification:
• Fixed safety valve transaction costs – The cost of purchasing allowances via the ‘safety valve’
mechanism is now fixed at £300 per transaction. In earlier consultation, the cost of purchasing
a safety valve allowance was said to comprise the cost of purchasing the EUA, the broker’s fee,
administrative fees and VAT. It is not entirely clear whether the new £300 safety valve charge
represents any one or more of these elements.
In addition to the draft Order, the Government has also released a revised draft of the allocation
regulations for the scheme. Having at first supported a minimum safety valve price of £12/
allowance, Government has concluded that the minimum price needs to be at least £14 in order to
help avoid the safety valve offering better value for money should the EUA price remain relatively
low. This revised floor price will help to counter the cash benefits that participants could realise by
postponing buying all their allowances until the last possible moment, should the EUA price remain
around the £12 level.
Information disclosure/registration is the next significant milestone for those who are affected
by the CRC. Those with at least one half-hourly settled meter in their organisation, but less than
6000MWh total electricity supply for 2008 (through all half-hourly meters), will need to make an
information disclosure by 30th September 2010. Those whose 2008 supply exceeded this figure will
need to register as full participants by this date. However, organisations that want to disaggregate
significant group undertakings must apply to do so by 30th June.
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