TOOLS TO ASSIST WITH

THE CRC ENERGY EFFICIENCY SCHEME

Michelle Hazelton — 1E

February 2010

ABSTRACT: COMMENCING APRIL 2010 THE CRC ENERGY EFFICIENCY SCHEME IS A CAP AND TRADE SCHEME FOR PUBLIC AND
PRIVATE SECTOR ORGANISATIONS CONSUMING MORE THAN 6000MWH OF ELECTRICITY A YEAR. COMPLIANCE CARRIES AN

ADMINISTRATIVE AND FINANCIAL BURDEN; THIS BURDEN CAN BE REDUCED WITH THE USE OF INTELLIGENT TOOLS SUCH AS
PC AND SERVER POWER MANAGEMENT.
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The CRC is a mandatory carbon emissions trading scheme for all organisations using more than 6000MWh of electricity per
year, equivalent to an energy bill of more than £500k. The policy has been developed with the Department of Energy and
Climate Change (DECC) and is aligned to the Energy Act 2008 and the Climate Change Act 2008. It is due to come into force in
April 2010 and an estimated 20,000 organisations will be affected by it; failure to comply resulting in financial penalties. This
document gives an overview of the scheme with key dates. It also looks at how 1E solutions can help participant organisations
to prepare and comply. Using power management software with intelligent reporting capabilities in server and PC
environments can greatly reduce energy consumption and carbon emissions. Since its inception NightWatchman, 1E’s PC
power management solution, has cumulatively saved its customers 2.7million tonnes of CO, emissions.

How it works

The goal is to reduce energy use by putting a price on carbon emissions. The scheme will encourage organisations to develop
energy management strategies that promote a better understanding of energy consumption.

Transport fuel is the only form of energy excluded from the scheme; electricity, gas, fuel and oil are all included.

In April 2010 the scheme kicks off with a three year introductory phase, 2010 to 2011 will be the ‘footprint year’. During the
first six months of the footprint year organisations who qualify must register on the scheme otherwise there will be a financial
penalty. Significant dates and periods are as follows:

2010
O  April - Start of three year introductory phase
O September 30" - Deadline for registration on the scheme
O Financial Year 2010 — 2011 — Half hourly electricity consumption to be monitored

O Second compliance year
O April - Carbon emission allowances go on sale at the set price of £12 per tonne of CO,. Organisation will purchase
allowances for the following year based on forecasted figures from the 2010 - 2011 financial year.

O Third compliance year

O First capped phase begins and auctioning of carbon allowances begins

The league table & performance metrics

The Government will publish an annual performance league table; the better an organisation performs, the higher it will
appear in the league table. Comparative performance of all participants will be shown. Revenue generated from selling
allowances will be recycled back to the best performing participants as a bonus; amounts will be determined by positions in
the league table, acting as an incentive. Organisations that have underperformed will be liable to pay a penalty (more on this
will follow). The overall emissions reduction target is achieved by placing a ‘cap’ on the total allowances available to each
group of CRC participants.
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Performance is measured against three weighted metrics:
Absolute metricireflects the relative change in an organisation’s CRC emissions

Early actions metrictakes into account energy saving measures organisations put into place before the CRC (This is only
taken into account during the three year introductory phase, year 1 - 100% of score, year 2 - 40% and year 3 - 20%)

Growth metric:takes into account the fact that a growing organisation may have an increase in its absolute emissions, it does
this by measuring change in emissions intensity, therefore giving credit to organisations that are expanding in an energy
efficient way.

The league table in the first year

At the end of the first year (ending April 2011) the league table results will be based exclusively on the early action metric and
CRC emissions, as a proportion of all participant organisations CRC emissions, the total revenue raised in the Government
fixed price sale and an organisation’s positioning in the performance league table. These three factors will determine the
bonus penalty amount recycled back. This is because there will not be data on the absolute or growth metrics until the
second year. Therefore, organisations will need to install automatic meters (AMRs) and attain the Carbon Trust Standard to

ensure it has a valid certificate for the relevant compliance year. If an organisation fails to install AMRs or become compliant
then it will not score points for the early action metric and its league table ranking will suffer, meaning that it could be liable
to incur a penalty.

How much will the CRC cost organisations?

As previously stated the money collected by the Government from the sale of allowances will be recycled back to participant
organisations. The bonus or penalty variance will depend on an organisation’s position in the league table (see above for
details) and the amounts at stake will increase over the course of the introductory phase and beyond. The table below details
the bonus and penalty amounts set for the next five years:

PHASE YEAR

Introductory phase 1+/-10%

Introductory phase 2+/-20%

Introductory phase 3+4/-30%

First capped phase 4 +/- 40%

First capped phase 5+/-50%

Borderline participant organisations of the scheme (6000mWh or £500K electricity bill per annum) paying £12 per tonne of
CO, can expect to pay approximately £38,000‘.
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HMRC has confirmed that VAT will not be chargeable on allowances during the introductory phase. In October 2011, CRC
participant organisations will be repaid between 90% and 110% of the purchase cost of allowances purchased in April 2011.
Allowances brought in April 2011 will be purchased for the forecasted year of 2011 to 2012.

Where 1E can help

The Early Actions Metric is the key to gaining a higher ranking in the league table and receiving a larger profpthéion o
recycled payment in theecondyear.

The Carbon Trust Standard is awarded to organisations that measure, manage and reduce their carbon footprints. Achieving

this is one of the two factors measured in the early action metric.

The data capture required for The Carbon Standard is broken down into primary and secondary data. The preferred data
source, primary data, is process-specific data obtained by direct measurement of energy (kWh) and CO,. Secondary data is
non-specific data obtained from sources other than direct measurement of the energy or business activities i.e. an electricity
bill. Sophisticated reporting functionality built-in to industry leading solutions such as NightWatchman® and NightWatchman®

Server Edition can be used as process-specific data sources to provide organisations with accurate, detailed information on
energy consumption, cost, productivity and CO, emissions from PCs and Servers. Deploying such solutions will enable
organisations to make informed decisions in order to reduce future energy consumption and carbon emissions.

Achieving greater efficiency

Achieving greater efficiency through good energy management in the financial year 2010 — 2011 prior to purchasing
compulsory allowances in April 2011 will mean that organisations won’t need to purchase as many allowances, and are likely
to achieve a high ranking in the league table for their efforts.

According to a Gartner study, PCs and servers account for 50% of office energy consumption:
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Gartner estimates that a power managed PC estate uses 43% less power than a PC estate that is not; a significant reduction in
power that yields financial savings and carbon emissions reductions. Since its inception NightWatchman has cumulatively
saved its customers £230 million in energy costs.

In terms of the server estate 1E has calculated that the cost of running unproductive servers amounts to approximately £2.4
billion globally in energy cost alone. As such, 1E believes that unproductive servers should be put into lower power states by
dynamically minimising their energy consumption, while constantly monitoring activity without impacting availability. In fact
server power consumption can be reduced by up to 12% by using the Drowsy Server™ feature of NightWatchman Server
Edition.

In summary

The Department of Energy and Climate Change (DECC) will not be prescriptive in issuing guidelines to organisation on how
they can effectively reduce their carbon emissions, which means it falls to the organisations themselves to investigate suitable
initiatives for reducing power and CO,.

Compliance with the CRC carries an administrative and financial burden; this burden can be reduced with the use of intelligent
tools such as PC and Server power management. Powerful accurate reports give visibility of energy usage which can help to
identify areas of inefficiency in server and PC environments. When power management is activated, a 40%" energy reduction
in PCs and a 15% energy reduction in servers can be realised saving money immediately on energy bills. In turn, this will also
help to reduce the number of allowances needed in March 2011 and it will help increase the early action metric score. The
more points scored, the higher the league table ranking, which increases the likely hood of receiving a bonus from the
recycled payments.
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Further reading

For more information about 1E’s Energy Campaign and to download complimentary copies of our PC Power Management and
Server Energy and Efficiency Management reports please visit: www.le.com/energycampaign/
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i Figures based on electricity consumption only, may differ slightly if the organisation also uses gas.

" Gartner (2009) Gartner says PC Power Management Activation Can Save a 2,500-PC Organization More Than $40,000 a Year.
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