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UK Climate Change Program

» Established in 2000

o 537 T-20004F

« Kyoto Protocol commitment of < &SI E PBA&IE, F

a 12.5% reduction in

2008-20124, R=ES

greenhouse gas emissions by RHEBAEX T-19904E
2008-2012 relative to 1990 BB R8> 12.5%

- Domestic goal of a 20% CO2 - 320104, EPHNCO2
emissions reduction relative to  [FIHEE X T-1990 Q

1990 by 2010

% defra
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UK Climate Change Program

e UK emissions of carbon o 20034, TEEMIBRHEK

were 156MtC in 2003 — F156MtC, HH40%JE
40% from industry and A T
commerce

e Over the last 30 years, .
UK output has doubled, EL%E’JSOg oY
but energy use In _ E%%%Iﬁz&%ﬁﬁ

Industry has hardly risen.
e But UK industry and

businesses still waste an e HE, ZH E‘Jiﬁﬁifﬁﬁ
estimated 3096 of their '] E'JO ﬁ/&%ﬁfﬁ”v 1')3
energy — especially in 1530%, 55 HT]RE

service sectors IRGLH defra
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Programs Aimed at Industry and Business

- Climate Change Levy o S ARV B AN

and Agreements

e Carbon Trust o« kI
Enhanced Capital oF G H S MG
Allowances

o RKEIHEBAS 2 7 &

* EU Emissions Trading

Scheme Q

defra
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Climate Change Levy

* Energy tax applied to
industry, commerce,
agriculture, and the public
sector

* Does not apply to
domestic customers or
charities

* Electricity produced
through combined heat and
power (cogeneration) units
or with renewable sources
IS not taxed
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Climate Change Levy

Introduced in 2001

Adds about 10-159% to fuel
bills

Exemptions for renewable
sources and CHP

Most companies could save
the cost of the levy by
simple better management,
without investment

But, for non-energy
Intensive sectors, the costs
of energy are too low to
Incentivise this action

2001ZE5| A\
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Climate Change Levy

BRELFuel FiE Tax Rate (£) FiZ Tax Rate ($US)
FIRNF Gas £0.0015/kWh 0.0028 $US/kWh
A Coall £0.0117/kg (£0.0015/kWh) | 0.02202 $US/kg (0.0028 $US/kWh)

WAL RSRS Liquified | £0.0096/kg (£0.0007/kWh) | 0.01807 $US/kg (0.001318 $US/kWh)
Petroleum Gas

HL, /J Electricity £0.0043/kWh 0.008094 $US/kWh

defra
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Climate Change Levy — “Revenue Neutral”

« Most western o T EFBNE
governments want gﬂiﬁiﬁ;ﬁq&ﬂgﬁjﬂhf@
environmental taxes RIS, TMAEHR
to be seen as a good TSR
thing to protect the . EIE[E Fﬁ {:fﬁllﬁl_

planet, not a way of
raising money jlg?%ﬂ:?% Rl

* In the UK, revenues
from the levy are
returned to industry Q

through a : defra
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Climate Change Levy — “Revenue Neutral”

— 0.3% reduction in the

rate of employer’s - @fﬁ%%maﬁgé 55 Jee

National Insurance =L 0

Contributions, — BREL ST H % B (_
— funding of the Carbon Iﬁ/\‘iqﬁﬁﬁﬁ

Trust (a public _ Rk FRE .

benefit fund) and %%% o %&EE@%%
- reductions of B 0 4 PR I S B

exemptions for
meeting targets or

switching to Q
renewables or

cogeneration. defra



Carbon Trust

» Funded from Climate Change o HENREASAY RS 5T

Levy_receipts o VEh— AT VAT
* An independent body to S B HE IR A [ 0 ST AL
promote carbon reductions in EE
iIndustry and commerce . BB E LD
» Advises industry e.g. through TAA VAR B i
site visits NN \
o A g 7s ﬁ .t N\
* Provides low costs loans for ﬁ?;m& R H SR PR
I

energy efficiency projects . .
» Provides venture capital for * ABEREHFSOR BT

H (H- A YR
investments in early-stage Brie R P 5%
carbon reduction technologies def ra
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Enhanced Capital Allowance Scheme

» Part of the CCL o« SRAAMH (CCL)
“nackage” — T B —E

e Business can claim
100% tax allowances o ANba] LLHIIE HBCEY

on their capital I T B
spending on energy CEL T RS B A1 B
saving equipment L00% I

(specified in a =

government list)

against their taxable Q
profits defr

trment for Environment
Affairs
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Climate Change Agreements

 Energy efficiency o BEVRRCE PHX
agreements o IEF) HARMIZAET, LR
* 80% discount on Levy for 118006

meeting targets o BREEIN IR . 20014F-20134F

e Duration: 2001 to 2013

. L o FH— IRV ]
* First assessment period:

20014FE-20024F

2001-2002 . ‘

* Projected carbon savings of VI EI20104FBRFR D
2.5MtC by 2010 2507

- Ten times the estimated » A AN S TR 1065
price effect of the levy alone Q

defra
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Climate Change Agreements

Actual savings

2002 — target 1.6MtC
— performance 4.4 MtC

2004 — target 1.5MtC
— performance 3.9 MtC

SE Bk HE R R

2002 — HHrA 1.6MtC
— 53] 4.4 MtC

2004 — H#x 4 1.5MtC
— SEZIR 3.9 MtC

q

Department Tor Environment
Food and Rural Affairs
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How did the CCAs produce this response?

Crucial link between the
levy and the agreements

CCAs were not a simple
price signal

To get the discount on
the tax, the companies

HAD to take action and
report the results

The same companies had
not responded to 25 years
of energy efficiency
advice programmes.
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Why did industry beat the targets?

Industry genuinely
believed they were energy
efficient prior to initiation
of CCAs

But, for first time,
company Finance
Directors took interest
because a tax reduction
was available, and
authorised spending

Industry found savings
were easier than expected

Psychology, not economics
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Timescales

March — November 1998 :
Lord Marshall drew up
proposals for an emissions
trading scheme and energy
tax

March 1999 : government
announced that the tax would
be introduced in April 2001

March 1999: government
began negotiations with
Industry

December 2000 - March 2001:

agreements signed with 40
sectors and around 6000
companies

Around three years from
conception to
Implementation

e 199843-11H: Lord
MarshalliZ 5 T H A 5
THRI & Be YR B IR H B

e 1999%E3H: EEBUNE
B+ T-20014E4 B SE it BEVE L

o 19993 H: BUNHIRS A
MR

e 2000412 H—20014E3 H -
o [E BURF 540 ML K
21600078~ A ZE T il

Mi‘%ﬁﬁ’ﬁ&ﬁ%ﬂybﬁfﬁ/
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'

Cl



i LHR 32 ZE ) it

Issues for negotiations

« Terms of the o ZEHTIEIH TN
agreements took the y Mmfﬁx

most time

« Actual target o SZRR H AR I
negdo%icati(?n was not N TR e
as difficult
o ™\ /\/r/v‘
e Industry wanted Ealk*ﬁ A M
many risk H R 22 Fh i

Mmanagement options

'

defra
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Need for measurable targets

The potential to lose the
levy discount must be real
to force action

Failure to implement
energy plans not enough -
very difficult to determine
what is failure

Most industries constructed
targets on a “bottom up”
basis

Largest sectors applied a %
reduction across all
operators eg food and drink
sector with> 1000 sites
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UK Emissions Trading Scheme

« Companies that do not meet their

targets can purchase carbon
allowances

« Companies that exceed their target

savings can sell carbon on the

emissions trading market or bank the

carbon for future periods

 During the first assessment period,
0.16 MtC (0.58 MtCO2) was bought
and used to help meet over 1000 of
the CCA targets, while 1.3 MtC (4.7
MtCO2) was allocated or saved for

future use

« NEEIE R H Tk H bR
23] B LA SR HE TSR AR

- It B SHEE HAREI 2 T
REEFHBZ Z T, HE
E EH] IR b B B UK R

« FERMIWIVRAG P BY, BRIEHR
) ) SE&>40.16 MtC (0.58
MtCO2) , HIki i<
{5254k 8L (CCA) #110004
HA®, 1.3 MtC (4.7
MtCO2) B ehekA

Department fi
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UK Emissions Trading Scheme

 Enabled the UK to

“practice” emissions
trading before an
International trading
market became
established.

The UK therefore
developed an effective
trading registry which is
used Iin many other
countries.

UK firms had experience
of trading in advance of
using the EU market at
the beginning of 2006.
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Impact of the Climate Change Levy and
Assocliated Programs on Industry

« Energy has become a high-level  * el &2 = J= B

issue. Chief executives and IR, HEHATE N
finance directors are alert tothe 4% 3 & J a5 <00 fr 1
additional costs of their energy MBI REVE kA, =iRF

and to the importance of TR se I sHE B AR
ensuring they meet their targets TEM, DRI
and maintain their levy J&%

reductions.

'

defra
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Impact of the Climate Change Levy and
Assocliated Programs on Industry

» Industry is saving over & T m{b%}ﬂ%@f%ﬂé

£450 million ($832 M) a K214k, b
year on the energy it has BB 4. 5@9%

not bought as a result of -
meeting the CCA targets, in 05 (8:32143KRI0)

addition to the savings on
the Climate Change Levy

itself. Q

defra
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i H HIW R
Summary — benefits of CCL/ CCA package

Industry in lower energy costs

« The levy sends price signals, « fEBiSGH TR RS, H
but is low enough for firms to A RHARK, 4dv AT PR
offset it by simple energy FH 1] 58 1 BE AT Br R e
efficiency measures and g, MmIFFEALm S E]
therefolre d(%gas Bpl'g affect 1=
general profitability . T REreuEEsND s

* [For energy intensive sectors, ijﬂ:lﬁ" H&ﬁlik’\ Jﬂ@ﬁ’é
linking the levy with 5 DM G P] A X
agreements ties these sectors %%%%ﬁﬁyﬁm St
Into real action to obtain a tax / > . N
reduction - B AT DLSE B3R ) Re

« The levy can also fund energy @ME)@@T%, 151] G 188 i Bk
efficiency advice eg through R TR
the Carbon Trust o BB R i B

« Produces real savings to 25 FH SEE B F m%ﬁa

=
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