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SIGNIFICANT GROUP UNDERTAKINGS
AND THE CARBON REDUCTION
COMMITMENT

The question - whether or not to ‘disaggregate’?

The march of legislation brings an obscure word to prominence
- ‘disaggregation’ was certainly not in common usage. A key
point that has emerged, however, from the Government
Consultation on the Carbon Reduction Commitment Energy
Efficiency Scheme (CRC), is that participants with large
subsidiaries can exercise an option to ‘disaggregate’ and make
separate registrations for the scheme.

A large corporate with various sub-divisions, which individually pass
the 6,000 MWh consumption test in their own right, could then
devolve control and create separate carbon allowances accounts.
Thus, each will have its own entry in the CRC league table. The only
constraint is that the parent must still retain a large enough energy
use to continue to participate without its subsidiaries.

Why consider disaggregation?
Here are some reasons why this may be a route to consider:

Management responsibility

It devolves the responsibility for reducing emissions to those people
most closely connected with operating the buildings of that business
unit and their associated energy use. Direct control by local managers
has a greater chance of evolving appropriate strategies which are
relevant to the particular use of that building and also achieving the
engagement of local staff in contributing to these aims.

Financial impact

Managing CRC also means that the cost of carbon allowances
becomes a more immediate financial concern in the subsidiary’s
accounts as something affecting their profit and loss.

Optimising CRC league table positions

Rather than having just one placing in the CRC league table, having
several may allow star performing companies to shine and avoid them
being dragged down by others who for a variety of reasons may be
struggling to reduce emissions.
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Transactions

Lastly, if there is a likelihood of disposals or other restructuring, then
having separated carbon allowances accounts might prove to be a
welcome simplification to diligence procedures on CRC.

Timing requirements

A key point for those considering multiple registrations is the fact that
there is an earlier date in the CRC registration process of June 30", by
when it is necessary to make a declaration that the option to
disaggregate is being exercised. As the CRC league table represents
the comparative performance of all the participants, until the scheme is
well-established and some benchmarks are established, it will not be
possible to accurately predict outcomes. Adopting the significant group
undertaking ‘disaggregation’ may well, however, hold advantages worth
considering for some affected bodies.

Carbon Assessor software

Davis Langdon’s new software platform designed for CRC compliance
is now available. Please call us for further details.

For further advice concerning any of the issues raised in this briefing, please
contact David Rees at david.rees@davislangdon.com, or alternatively one of our
other contacts shown overleaf. Information on other property tax related topics
can also be found on our website at: http://bankingtaxfinance.davislangdon.com.
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Whilst every effort has been made to ensure accuracy at time of publication, dated September 2010, information contained in this document may not be comprehensive or reflect individual circumstances or

may be subject to subsequent revision and legislative changes. Recipients should therefore not act on any information without seeking professional advice.



