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AGENDA ITEM NO. 2()
Report To: Safe, Sustainable Communities Date: 3 May 2011
Committee
Report By: Head of Regeneration and Planning  Report No: R&E/SSC/KB/
023
Contact Officers: Stuart W. Jamieson Contact No: 2402

Subject: Audit Scotland Performance Audit Study: Improving Energy Efficiency —
A Follow-Up Report

PURPOSE

The purpose of this report is to advise the Committee of the action taken by the Council in
response to Audit Scotland’s report entitled “Improving energy efficiency — a follow-up
report”.

SUMMARY

In 2010, the Council took part in an Audit Scotland survey on improving energy efficiency. A
copy of our response is attached as Appendix 1.

The survey contained a range of questions on the following key areas:

Energy consumption and costs;

Energy strategy and action plan;

Monitoring and reporting energy performance;

Promoting the improvement of energy efficiency; and

The Carbon Reduction Commitment Energy Efficiency Scheme.

The survey’s results, issued in a follow-up report in December 2010 and attached as
Appendix 2, include a range of recommendations for (the Scottish Government and) the
public sector.

The Council is taking action to respond appropriately to the recommendations contained in
the report.

RECOMMENDATIONS

It is recommended that Members:

1. note the Council's response to Audit Scotland’s survey and the action taken to date
regarding their recommendations; and

2. remit to the Corporate Director, Regeneration and Environment, to continue to
progress actions, as appropriate, in response to the findings contained in the follow-up
report.

Stuart W. Jamieson
Head of Regeneration and Planning
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4.0

4.1

4.2

5.0

5.1

5.1.1

5.1.2

5.1.3

BACKGROUND

In April 2010, Audit Scotland asked the Council to participate in a performance audit
study on improving energy efficiency.

The aim of the study was to “assess progress made against the recommendations in the
Improving energy efficiency report, and look at changes in public bodies’ energy
consumption and spending on energy since 2004/05”. The study also examined how
public bodies were preparing for the introduction of the Carbon Reduction Commitment
Energy Efficiency Scheme.

SUMMARY OF KEY MESSAGES FROM THE SURVEY

Audit Scotland’s final report contained a number of key messages which are outlined
below, together with the Council’'s commentary:

Between 2006/07 and 2008/09, there was little change in the public sector’'s energy use,
but its spending on energy increased by 21 per cent. In a time of increasing financial
pressures for the public sector and predicted future rises in energy prices, reducing
energy use is of key importance.

Commentary: It can be seen from our response to Question 1 of the survey that
consumption on gas and electricity increased by 2.5% and 18% respectively between
2007/08 and 2008/09. During the same period, spend on gas and electricity increased
by 2.5% and 29% respectively. However, in our schools, the combination of more
efficient systems and the closure of buildings led to a reduction in energy use: between
2007/08 and 2008/09, schools’ use of gas and electricity reduced by 4% and 6%
respectively.

Scotland has ambitious targets to reduce greenhouse gas emissions and public bodies
are adopting a more strategic approach to improving energy efficiency. However, the
public sector as a whole is not yet reducing emissions at sufficient pace to set a good
example or influence others, and future budget reductions may affect the level of
investment available to achieve further improvement. The Scottish Government is
taking action to help the public sector improve energy efficiency, but progress has been
slow and the impact of this activity is not yet clear.

Commentary: The Council devised its flagship environmental policy - Green Charter - in
2009 with the aims of reducing energy and waste and promoting the sustainable use of
resources in the Council and across the community. A Green Charter Officer/Member
Working Group was set up to oversee the implementation of the Charter. The Group
subsequently agreed to also act as the Delivery Group for Single Outcome Agreement
Outcome 8: Environment. The Green Charter Action Plan was approved by the Safe,
Sustainable Communities Committee in August 2010.

On the seven point scale used to show the energy performance of buildings, over 70 per
cent of large public buildings are rated in the poorest three levels. Only four per cent
are rated in the top two levels.

Commentary: At the time of the survey (May 2010), 85 Council buildings had an Energy
Performance Certificate (EPC) with no properties achieving the most energy efficient “A
rating”. However, by April 2011, our EPC performance had improved with almost a fifth
of the buildings surveyed achieving one of the top three ratings.

Min. Ref.
31.8.10
Para. 474



5.1.4

6.0

6.1

6.1.1

No. of EPCs No. of EPCs
May 2010 April 2011

A rating (most energy efficient) 3%

B rating 2%

C rating 15% 14%

D rating 27% 25%

E rating 29% 29%

F rating 11% 9%

G rating (least energy efficient) 18% 17%

The Carbon Reduction Commitment Energy Efficiency Scheme has raised the profile of
energy efficiency, and over half of public bodies are well prepared for involvement in it.
Reducing energy use will help public bodies reduce the costs associated with the
Scheme.

Commentary: The Corporate Management Team considered a report on the Scheme at
its meeting on 23 October 2009. Reports on the Scheme were also submitted to the 31
August 2010 and 26 October 2010 meetings of the Safe, Sustainable Communities
Committee.

RECOMMENDATIONS FROM THE SURVEY

Audit Scotland’s final report contained a number of recommendations which are outlined
below, together with the Council’s response:

Part 1 — Enerqgy use

Audit Scotland recommendation:

» public bodies should strengthen the contribution they make to reducing
emissions and increase the pace of change.

Commentary: The Council has recently increased the resources of its Green Charter
Unit by creating the post of Carbon Reduction Officer. This will allow the Council to
further develop, implement, monitor and evaluate its Carbon Management Plan which
contains a number of projects and initiatives which aim to reduce the local authority’s
emissions.

While the Council has made progress in addressing many of the actions in its original
Carbon Management Plan, we now need to focus on delivering the remaining carbon
reductions and reach our final goal. To help us achieve this, we secured a place on the
Carbon Trust's Carbon Management Revisited Programme, beginning in September
2010. The Programme assists us to review our existing Carbon Management Plan and
revise it, taking into consideration developments in policy and legislation since the Plan
was launched. In particular, we are considering our commitments under the Climate
Change (Scotland) Act 2009.

With specialist support from the Carbon Trust, we aim to:

= review the current projects in our original Carbon Management Plan to assess
their progress and identify if they will deliver our carbon reduction target;

= jdentify additional projects to meet any shortfall in our carbon reduction targets;
» review our current data management processes;

= run a series of workshops and seminars on carbon management assessment
and embedding carbon management across the Council; and

»= develop a new Carbon Management Plan for the Council.

Min. Ref.
31.8.10
Para. 475 &
26.10.10
Para 633



6.1.2

6.1.3

7.0

7.1

On completion of the Revisited Programme, the Council will have developed a Carbon
Management Plan 2011/16.

Part 2 — Improving enerqy efficiency

Public bodies should:

= work with the Scottish Government to implement the actions relevant to the
public sector in the Energy Efficiency Action Plan, and report progress to senior
management

= ensure they have systems in place to collect accurate data on transport use and
resulting CO2 emissions

= build energy efficiency considerations into asset management and estate
rationalisation decisions, involving energy officers or teams wherever possible.

Commentary: The new Carbon Management Plan will be presented to the Corporate
Management Team and to the Safe, Sustainable Communities Committee for approval
following the summer recess. Thereafter, bi-annual progress reports will be submitted
to Committee.

The Council recognises that its data collection and management processes could be
enhanced and steps are currently being taken to identify improvements.

The Council is rationalising its operational property estate, reducing the number of old,
energy-inefficient buildings and consolidating into a much reduced number of modern or
refurbished, more energy-efficient buildings. An example of how energy efficiency
considerations are incorporated into asset management and estate rationalisation
decisions is our School Estate Management Plan. The Council is committed (through
the briefing process) to procuring new or refurbished school buildings that are appraised
against current sustainability best practice, legislation and policy to ensure that we are
reducing buildings’ emissions as far as possible and in line with any whole life emissions
management plan. Our PPP project, which is currently in progress with two primary
schools operational from February 2010 and two secondary schools planned to open in
May 2011, was supported by the Carbon Trust which resulted in the building designs
significantly improving on building regulations.

Part 3: The Carbon Reduction Commitment Energy Efficiency Scheme

The Scottish Government and public bodies should:

= build the Carbon Reduction Commitment Scheme into their internal audit
arrangements, to provide additional assurance to the Scottish Environment
Protection Agency’s five-yearly external audit.

Commentary: The Green Charter Unit is currently compiling two reports which require to
be submitted to Scottish Environment Protection Agency who are the regulators of the
Scheme in Scotland. It is proposed that the Council's Chief Internal Auditor is requested
to review the contents of the reports prior to their submission by the 29 July 2011
deadline.

IMPLICATIONS

Action taken in respect of environmental initiatives is a priority of the Community Plan
2008/18, the Single Outcome Agreement 2009/11 within Outcome 8: Environment and
the Corporate Plan 2007/11 within Strategic Outcome 3: Safe, Sustainable
Communities.



8.0

8.1

9.0

9.1

CONSULTATION

The Head of Property Assets and Facilities Management has been consulted regarding
the content of this report.

CONCLUSION

The Committee is asked to note the Council’'s response to Audit Scotland’s survey and
the action taken in response to their recommendations. Members are also asked to
remit it to the Corporate Director, Regeneration and Environment, to continue to
progress actions, as appropriate, in response to the findings contained in the follow-up
report.
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Improving Energy Efficiency

Joe Lynch

Head of Property Assets and Facilities Management

joe.lynch@inverclyde.gov.uk
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Section 4 - Promoting the Improvement of Energy Efficiency
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Section 5 - CRC Energy Efficiency Scheme
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Summary

Reducing energy use is important for reducing
carbon dioxide emissions and minimising the
Impact of predicted energy price rises.




Introduction

1. Energy efficiency can be improved
by either providing the same level

of service with less energy, or by
providing a greater level of service with
the same amount of energy. Reducing
energy use is important for reducing
carbon dioxide {CO,) emissions, which
evidence suggests are changing the
world's climate.’ As well as reducing its
own emissions, the public sector has a
key role to play in leading by example
and promoting the improvement of
energy efficiency mare widely.

2. The public sector faces financial
pressures over the next few years
and needs to reduce its spending.
Reducing energy use will be an
impartant element of this, particularly
as energy prices are forecast to
increase aver the next ten years.”

3. In December 2008, Audit Scotland
published a report on behalf of the
Auditor General and the Accounts
Commission, following an audit that
examined how the public sector was
improving its energy efficiency.® The
audit found that:

e the public sector had made some
progress in improving its energy
efficiency and its energy use fell
in the three years to 2006/07.
But its spending on energy
increased by nearly half due to
rising energy prices

e the seclors that spent the most
on energy (councils and the NHS)
had made the greatest efforts to
improve energy efficiency, and this
was reflected in their performance

e the Scottish Government had
provided funding to help the public
sector improve performance in
this area. But there was a lack of

~NhobhWwh =

formal monitering and reporting on
progress, and the quality of public
bodies’ energy strategies varied

e stronger leadership was needed
in the public sector, to ensure the
necessary cultural and behavioural
changes were made to help
imprave energy efficiency.

4. Since then, there have been a
number of significant developments
relating to energy efficiency policy in
Scotland:

e The Climate Change (Scotland)
Act 2009 set ambiticus targets to
reduce greenhouse gas emissions
by 42 per cent by 2020 and
80 per cent by 2050 {against a
1990 baseline).” The Act gave all
public bodies a duty to contribute
1o reducing greenhouse gas
emissions.

e The CRC Energy Efficiency
Scheme (previcusly known as the
Carbon Reduction Cammitment)
is a new compulsory UK-wide
scheme that will affect many
Scotiish public bodies. It aims to
improve energy efficiency and
reduce CO, emissions (see Part 3
for more details).

e Energy Performance Certificates,
showing the energy performance
of a building, have had to be
displayed in all large public
buildings since January 2009.°

e An Energy Efficiency Action
Plan, published by the Scottish
Government in October 2010,
alms to reduce energy use in
Scotland, and includes actions to
help the public sector improve its
energy efficiency.

Climate change 2007: synthesis report, Intergovernmental Panel on Climate Change, 2008.
Updated energy and emissions projections, Department of Energy and Climate Change, June 2010,
{mproving energy efficiency, Audit Scotland, December 2008,

During 2011, Audit Scotland will be carrying out a performance audit focusing on climate change.

A 'large’ public building is one which has a heated/cooled area over 1,000m2.

The term "NHS boards’ in this report refers to both territorial and special health boards.

In 2008, we reparted energy use and spend between 2004/05 and 2006/07.

Summary 3

About our audit

5. This audit re-evaluaied the
performance of the public

sector in improving its energy
efficiency. It followed up the key
recommendations from our 2008
report (Exhibit 1, averleaf), and looked
at how prepared public bodies are for
the CRC Energy Efficiency Scheme.

6. The audit looked at the
perfermance of councils, NHS boards
and central government bodies, and
focused mainly on the improvement
of energy efficiency in their buildings.®
[t did not look at domestic energy
use. During the audit we:

e issued a survey to 96 public bodies
and had a 96 per cent response
rate (see Appendix 1)

e interviewed relevant staff from the
Scottish Government

e held group interviews with energy
managers from councils and NHS
boards

e reviewed relevant documents.
7. Our report is in three parts:

e Part 1 considers changes in energy
use, spending on energy, and CO,
erissions between 2006/07 and
2008/09.”

e Part 2 assesses progress made by
the public sector in implementing
the recommendations of our 2008
report.

o Part 3 examines the CRC Energy
Efficiency Scheme and evaluates
how prepared participating public
bodies are for the scheme.




Exhibit 1

Recommendations from the 2008 Improving energy efficiency report
The report made nine recommendations for the Scottish Government and public bodies.

The Scottish Gevernment should demanstrate leadership by providing clear guidance
for all public bodies on the actions that are required to improve energy efficiency and
reduce CO, emissions.

25-26
52

The Scottish Government should establish robust monitoring arrangements, to ensure
the performance of public bodies in improving energy efficiency can be accurately 43-47
assessed and reported publicly against national and international targets.

The Scottish Government should work with the public sector to disseminate good 23-24
practice, coordinate netwarks to share information and establish appropriate energy 27-29
| efficiency benchmarks. 48

The public sector should ensure that effective strategies are in place to improve energy
efficiency and reduce CO, emissions throughaut all areas of public sector activity. These

strategies should be supported by comprehensive plans detailing the actions to be taken il
to achieve agreed objectives and time-related targets.
The public sector should ensure that senior staff play a key role in improving energy
efficiency and reducing CO, emissions through leading on the implementation of 32
strategies.
The public sector should identify and implement a coordinated programme to raise

T : . % 27-29
awareness of energy efficiency amaong staff. Public bodies should actively seek expert 33
advice and input to design programmes which focus on encouraging changes to culture 33
and staff behaviour.
The public sector should ensure staff with the necessary skills are made available to
suppart implementation of energy efficiency activities. Formal reporting framewaorks 36-37
should be used to monitor progress against the aims, objectives and targets outlined in 41-42

| energy efficiency strategies.

The public sector should collect accurate and consistent data on energy consumption
within all sites which they own or lease and in their transport use. Public bodies in 30-40
multiple occupancy buildings need to work with landlords and other occupiers to
establish procedures for identifying local consumption data.
The public sector should ensure that energy efficiency is considered in the procurement 51
of goods and services, and in the planning and design of major capital projects. 59

Source: Audit Scotland



8. We have identified issues that
councillors and non-executive board
members may wish to consider in
relation to how their organisation

is improving its energy efficiency
{Appendix 2).

9. An advisory group provided
independent advice and feedback
at key stages of the audit. See
Appendix 3 for membership of
the group.

Summary of key messages

e Between 2006/07 and 2008/09,
there was little change in the
public sector's energy use,
but its spending on energy
increased by 21 per cent. In
a time of increasing financial
pressures for the public sector
and predicted future rises in
energy prices, reducing energy
use is of key importance.

e Scotland has ambiticus targets
to reduce greenhouse gas
emissions and public-bodies
are adopting a more strategic
approach to improving energy
efficiency. However, the public
sector as a whole is not yet
reducing emissions at sufficient
pace to set a good example
or influence others, and future
budget reductions may affect
the level of investment available
to achieve further improvement.
The Scottish Government
is taking action lo help the
public sector imprave energy
efficiency, but progress has
been slow and the impact of
this activity is not yet clear.

e On the seven point scale used
to show the energy performance
of buildings, over 70 per cent of
large public buildings are rated
in the poorest three levels. Only
four per cent are rated in the top
twa levels.

e The CRC Energy Efficiency
Scheme has raised the profile
of energy efficiency, and over
half of public bodies are well
prepared for involvement in it.
Reducing energy use will help
public bodies reduce the costs
associated with the scheme.

Recommendations
The Scottish Government should:

e ensure efforts and investment
for improving energy efficiency
are targeted where the greatest
reductions in energy use and
emissions can be made for the
whole public sector

* take the opportunity when
reviewing its Energy Efficiency
Action Plan to ensure the
actions relevant to the public
sector are robust enough to
achieve the pace of change
required '

® ensure its sustainability
reparting framework provides
consistent information on
energy performance across the
public sector

e build the CRC Energy Efficiency
Scheme into its internal audit
arrangements, to provide
assurance in addition to the
five-yearly external audit by the
Scattish Environment Protection
Agency (SEPA).

Summary 5

Public bodies should:

e strengthen the contribution
they make to reducing
emissions and increase the
pace of change

e work with the Scottish
Government to implement the
actions relevant to the public
sector in the Energy Efficiency
Action Plan, and report progress
10 senior management

e ensure they have systems in
place to collect accurate data on
transport use and resulting CO,
emissians

e build energy efficiency
considerations into asset
management and estate
rationalisation decisions,
involving energy officers or
tearmns wherever possible

e build the CRC Energy Efficiency
Scheme into their internal
audit arrangements, to provide
assurance in addition toc the
five-yearly external audit
by SEPA.



Part 1. Energy use

There has been little change in public
sector energy use, but spending has
continued to rise.




Key messages

e Between 2006/07 and 2008/09,
there was little change in the
public sector's energy use,
but its spending on energy
increased by 21 per cent.

e The public sector needs to do
more to set a good example
and influence others in reducing
greenhouse gas emissions.

There has been little change in
public bodies’ energy use since
2006/07

10, In 2008, we reported that energy
use fell between 2004/05 and
2006/07. Recent data suggest that
there has been little change in energy
use since then. Energy use in public
sector buildings is estimated to have
risen by one per cent over the three
years to 2008/09 {Exhibit 2). Overall
energy use in councils and central
government bodies has not changed
over this period but it has increased
by 3.5 per cent in the NHS. The NHS
accounts for 30 per cent of public
sector energy use, while councils
account for 56 per cent and central
government bodies for 14 per cent.

11. Reasons given for increases in
energy use include:

® changes in the estate (eg,
additional buildings or office space)

® increases in new equipment {eg,
electronic medical equipment)

* changes in service provision
{eg, longer opening hours)

e variations in the weather {eg,
increased demand for heating or
cooling).

12. Ten public bodies were
responsible for consuming half of all
energy used by councils, NHS boards
and central government bodies in

Exhibit 2
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Changes in energy use and spend across the public sector from

2006/07 to 2008/09

There has been a one per cent rise in energy use, but spend on energy has

increased by 21 per cent.
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Note: This is based an 65 public bodies {26 councils, 23 central government bodias and 16 NHS

boards) that provided data on energy use and spend over all three years for each energy source
used lie, electricity, gas and oil]. In 2008/09, these 65 bodies accounted for 95 per cent of public
sector energy use. At the time the audit was carried out, data for 2008/09 were the most recent

available. The NHS data only reflect energy use and spend in hospitals. Spend data are in

2008/09 prices.

Source: Audit Scotland; Annual National Environment Reports 2006/07 to 2008/09, Health Facilities

Scotland

2008/09. This included six councils
{which accounted for almost half of
total council energy usel; three NHS
boards (which accounted for just
over half of tatal NHS energy use);
and Scottish Water (which accounted
for almost two-thirds of total central
government energy use). The ten
bodies were:

Glasgow City Council (8 per cent
of total energy usad by the public
sector); Fife Council (4 per cent);
City of Edinburgh Council {4 per
cent); South Lanarkshire Council
{4 per cent); Aberdeenshire
Council (3 per cent); Aberdeen
City Council (3 per cent)



e NHS Greater Glasgow and
Clyde (8 per cent); NHS Lothian
(4 per cent); NHS Tayside
(3 per cent)

e Scottish Water (8 per cent).

13. It is impertant that all public
bodies should seek to reduce their
energy use, Efforts and investment
to improve energy efficiency

will be most effective if they are
concentrated where the greatest
reductions in overall energy use can
be made. Given the scale of energy
use of the organisations detailed
above, they will have an important
role to play.

14. The NHS takes account of
variations in weather when reporting
its energy use. Although absolute
energy use in the NHS increased
between 2006/07 and 2008/09
(Exhibit 2, page 7), after correction
for weather, the NHS achieved a
two per cent reduction in energy use
over this period. An NHS target for
energy efficiency was introduced in
2007/08, which required a two per
cent reduction in weather corrected
energy use each year to 2009/10.
After correction for weather, the NHS
achieved a 1.2 per cent reduction

in energy use in 2008/09.° In line
with the Climate Change (Scotland)
Act 2009, a new NHS target was
introduced in April 2010. This new
target requires NHS boards to
achieve a one per cent improvement
in energy efficiency and a three per
cent reduction in CO, emissions fram
fossil fuels {eg, gas and oil), year-on-
year between 2010/11 and 2014/15.

Public bodies spent over
£320 million on energy in 2008/09

15. In 2008/09, councils, the NHS
and central government bodies
spent in excess of £322 million on
energy.’ Since 2006/07, public sector
spending on energy has increased
by 21 per cent in real terms

{(Exhibit 2, page 7). Between 2006/07
and 2008/09, electricity prices rase
by an average of 28 per cent and
gas prices rose by an average of

30 per cent.'® Although they began
to fall in 2009/10, energy prices are
forecast to rise again over the next
ten years."

The Scottish Government
estimates that national contracts
for energy will save the public
sector up to £15 million a year

16. Since October 2009, Procurement
Scotland has been responsible for
managing national contracts for

the supply of electricity and gas

to the public sector." All councils
and NHS hoards and 33 central
government bodies have signed up
to these contracts. Procurement
Scotland buys energy an behalf of
these public bodies before the start
of each financial year. This should
help manage the risk for individual
public bodies of buying energy in an
unpredictable market, as energy is
bought in blocks rather than in one
single purchase. Buying energy in
advance also allows Procurement
Scotland to provide an indication of
future energy prices, which should
make it easier for public bodies to
budget for energy costs.

8 National Performance Framework, Scottish Government.
9 This figure is based on spend by 82 public bodies in 2008/09. It is higher than the figure quoted in Exhibit 2, as it is based on a larger sample size.
10 Quarterly energy prices, Department of Energy and Climste Change, September 2010.

11 Updated energy and emissions projections, Department of Energy and Climate Change, June 2010.
12 Procurement Scotland is part of the Scottish Government. It is responsible for buying goods and sevices on behalf of all public sector bodies (e, office

equipment, corporate services).

13 Scotland'’s path to a low carbon economy, Committee on Climate Change, February 2010,
14 Scottish greenhouse gas emissions 2008, Scottish Government, September 2010.
15 Conserve and Save: The Energy Efficiency Action Pian for Scotland, Scottish Government, October 2010.

17. The electricity supplied through
the national contract is generated
from renewable sources [mostly wind
power). The Scottish Government
gstimates that the contracts will
make savings of between £10 million
and £15 million each year across

the whole public sector ~ up to

five per cent of the amount spent

by public hodies on energy in
2008/09. It is anticipated that these
savings will be made by buying large
volumes of energy in advance at

the best available price and securing
reduced management fees from
energy suppliers {eg, not paying a
premium for renewable electricity).

At the time of our audit, it was too
early to tell what impact this national
approach to procuring energy has had.

The public sector needs to do
more to set a good example
and influence others in reducing
greenhouse gas emissions

18. Emissions from power stations
and transport account for around half
of Scotland's total greenhouse gas
emissions.”® Public sector activity

is directly responsible for around

two per cent.” However, the Scottish
Government expects the public
sector to lead the way in energy
efficiency, and 1o set a good example
by reducing its own emissions and
influencing others (eg, businesses,
households and individuals) to do

the same.'® The public sector can do
this in a number of ways, including
reducing energy use in its buildings,
buying energy efficient products,

and encouraging behavioural change
among its staff, suppliers and users of
its services.



19. Between 2006/07 and 2008/09,
public bodies achieved an estimated
0.5 per cent reduction in CO,
equivalent emissions from their
buildings each year."® However, this
falls short of the annual average of
three per cent reductions needed
across Scotland to meet the target
in the Climate Change (Scotland)
Act 2008 (reduce greenhouse gas
emissions by 42 per cent by 2020
against a 1990 baseline)." If the
public sector is to set a good example
and influence other sectors, it will
need 1o strengthen its contribution
and increase the pace of change.

20. Despite an overall increase

in energy use, CO, equivalent
emissions have reduced because of
the changes in the balance of energy
used by the public sector. Each
energy source emits different levels
of greenhouse gases, for example
using gas produces less emissions
than using electricity and oil. Overall,
the public sector has reduced its use
of electricity and oil, and increased its
use of gas, leading to a reduction in
emissions from energy use. Councils
achieved a three per cent reduction
in CO, equivalent emissions between
2006/07 and 2008/09, by reducing
their electricity and oil use. However,
emissions from NHS energy use
increased by three per cent, and
central government bodies' emissions
increased by 0.4 per cent,

Recommendations

The Scottish Government should;

ensure efforts and investment
for improving energy efficiency
are targeted where the greatest
reductions in energy use and
emissions can be made for the
whole public sector.

Public bodies should:

strengthen the contribution
they make to reducing
emissions and increase the
pace of change.
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16 CO; equivalent provides a universal standard of measurement against which the impacts of releasing different greenhouse gases can be measured. The UK
Government's greenhouse gas conversion factors have been used to calculate CO, equivalent emissions. The conversion factors reflect an average across
the UK — conversion factors faor electricity may be different in Scotland due to the higher propaortion of nuclear and renewable electricity generation, which
result in lower CO, emissions. Greenhouse gas inventories for England, Scotland, Wales and Northem ireland: 1990-2007, AEA, September 20089.

17 Scotland’s path to a low carbon economy, Committee on Climate Change, February 2010.
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Part 2. Improving
energy efficiency

Financial pressures may make it more
difficult to allocate funding for investment
In energy efficiency measures.




Key messages

e The Scottish Government is
taking action to help the public
sector improve its energy
efficiency, but progress has
been slow and the impact of
this activity is not yet clear.

e Public bodies are adopting a
more strategic approach to
improving energy efficiency.
However, future budgst
reductions may affect the
level of investment available to
achieve further improvement.

e (On the seven point scale
used to show the energy
performance of buildings, over
70 per cent of large public
buildings are rated in the
poorest three levels. Only four
per cent are rated in the top
two levels.

21. There have been a number of
significant developments relating

to energy efficiency since our first
performance audit report was
published in 2008. The Climate
Change {Scotland) Act 2009 included
measures to promote energy
efficiency. It requires:

e the Scottish Government to
publish a plan for promoting
energy efficiency, by 31 October
2010 (see paragraph 25)

e any building that becomes part of
the central government estate to
be within the top 25 per cent of
energy performance

e annual reporting to the Scottish
Parliament on progress made
towards improving the efficiency
and sustainability of the central
government estate, from
October 2011

e all public bodies to contribute
towards meeting targets to reduce
greenhouse gas emissions,

from January 2011, The Scottish
Government has consulted on
guidance to help public bodies
cormply with this duty.

22, Other significant developments
include the introduction of Energy
Performance Certificates for public
buildings (see paragraph 55), and
the intreduction of the CRC Energy
Efficiency Scheme (see Part 3). The
Scottish Government is working to
help the public sector improve its
energy efficiency, but many of its
initiatives in this area remain a work
in progress.

The impact of Scottish
Government actions to improve
energy efficiency is not yet clear

23. In 2008, we reporied the
establishment of a Leading by
Example Programme to imgrove
environmental performance (including
energy efficiency) across the public
sector. As part of the pregramme, the
Scottish Government established twao
waorking groups 1o deliver its aims, both
internally and in the wider public sector;

¢ An internal waorking group was
set up in December 2008 to
focus on the performance of the
Scottish Government. The group's
remit is to ensure the Scottish
Government demonstrates
leadership to the wider public
sector, by improving its own
environmental performance.
The group is now chaired by the
Director-General for Rural Affairs,
Environment and Services, and
members include directors from
across the Scottish Government,

e An external working group, chaired
by the Permanent Secretary,
was set up in May 2009 to
promote improved environmental
performance across the public
sector. However, this group only
met twice before being merged
in February 2010 into the new
Sustainable Scotland group,
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which fecuses on a wider
sustainability agenda. This group
includes senior representatives
from across the public and private
sector, and is chaired by the
Permanent Secretary.

24. The impact of these working
groups an impraving energy efficiency
in the public sector is not yet clear.
The Sustainable Scotland group has
met three times 1o date, and has
considered issues relating to energy
efficiency (eg, the development of
an enargy efficiency action plan).
However, it is too early to assess the
impact of the group on promaoting
improved energy efficiency in

public bodies. Although the internal
working group has taken action to
improve the Scottish Government’s
own environmental performance
{eo, ensuring delivery of its carbon
management plan), it has had limited
impact on the wider public sector.

The Scottish Government has
been slow in providing guidance
to the public sector on improving
energy efficiency

25. In 2008, we repcrted that the
Scottish Government planned to
develop an action plan to improve
energy efficiency in the public sector.
A consultation draft, which highlighted
the recommendations from our 2008
report, was published in Octcber
2009. The final action plan was
published in October 2010, more
than two years after a commitment
was made to develop it (Exhibit 3,
overleaf).

26. The plan sets out the Scottish
Government's approach to improving
energy efficiency across Scotland.
One aim of the action plan is to
‘provide clear energy efficiency
guidance and leadership to the
public sector, to enable the delivery
of energy saving improvements and
promote exemplary behaviour.™

18  Conserve and Save: The Energy Efficiency Action Plan for Scotland, Scottish Government, October 2010.
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Exhibit 3

Development of the Scottish Government's Energy Efficiency Action Plan
The development of an energy efficiency action plan has taken over two years.

March 2007
Scottish Executive
consults on draft
Energy Efficiency
and Micro-generation
Strategy’

June 2009

Climate Change {Scotland)

Act 2009 includes statutory  October 2009
duty to publish a plan to Consultation on draft
promote energy efficiency Energy Efficiency

by October 2010 Action Plan

June 2008

Scottish Government

decides to develop an
action plan rather than
publish a final strategy

April 2010 October 2010
Consultation Final Energy
responses Efficiency Action
published Plan published

Note: 1. Before May 2007, the Scottish Administration was called the Scottish Executive. It is now called the Scottish Government.

Source: Audit Scotland

The plan includes actions for the
Scottish Government aimed at
reducing energy use in public sector
buildings, impraving the menitoring
and reporting of energy performance,
and using existing funding for energy
efficiency measures more effectively.
The plan sets cut how the Scottish
Government will work with public
bodies to reduce their energy use.
However, it dees not include any
timescales or mandataory actions for
public bodies themselves, and this
approach may not be robust enough
to provide the sense of urgency
required or encourage sufficient pace
of change.

The Scottish Government provides
funding to support public bodies to
improve their energy efficiency

27. The Scottish Government
provided around £5.5 million funding
to the Carbon Trust in 2010/11." The
Carbon Trust works with public bodies

and businesses to identify their CO,
emissions and provides advice and
support to help reduce them, It also
supports developments in technology
designed to reduce the demand for
energy and minimise emissions.
Eighty-seven per cent of public
bodies have sought advice from the
Carbon Trust.

28. The Carbon Trust has a support
programme to help organisations
reduce their CO, emissions.® All
councils, ten NHS boards and four
central government bodies have
taken up this service. In June 2009, a
tailored programme was launched for
smaller energy users and is available
to all Scottish public bodies that are
not suited to the full programme.
NHS Naticnal Services Scotland and
12 central government bodies have
undertaken this tailored programme
to date. These bodies have set
themselves targets to reduce their
CO; emissions by an average of

18 Carbon Trust Annual Report 2009/10, Carbon Trust, August 2010.
20  This is known as the Carbon Management programme.

3.5 per cent each year. The Energy
Efficiency Action Plan encourages

all public bodies to go through the

Carbon Trust's pregramme, if they

have not already done so.

29. The Scottish Government also
provides funding to the Energy Saving
Trust, which focuses cn improving
energy efficiency in the domestic
sector by providing public infermation
and advice. The Trust also provides
some advice to public bodies, and

has developed a staff training tool

for councils which aims to change
attitudes and behaviour towards energy
use. Around 80 per cent of councils,
and 40 per cent of central governmeant
bodies and NHS boards, have sought
advice from the Energy Saving Trust.

30. The Central Energy Efficiency
Fund (CEEF) was set up to fund
projects to improve energy efficiency
in councils, NHS boards and Scottish
Water. The Scottish Executive



provided £20 million to public bodies
through the fund during 2004/05
and 2005/06.” CEEF is intended

to generate ‘revolving funds’ - the
savings made from CEEF-funded
measures are invested in further
energy efficiency measures. To
date, £17.8 millicn of CEEF has
been spent, resulting in estimated
annual savings of £6 million and
53,000 tonnes of COZ.22 The Energy
Efficiency Action Plan states that the
Scottish Government will undertake
an evaluation of CEEF by the end

of 2010, to identify how remaining
funding can be used most effectively,

Public bodies are adopting a
more strategic approach to
improving energy efficiency,
but challenges remain

The profile of energy efficiency

has risen in public bodies

31. There has been an increase in

the percentage of public bodies with
a strategy or action plan to improve
energy efficiency. Almost three-
quarters of public bodies that did not
have a strategy in 2008, had either
intreduced one by 2010 or were
developing one. Nearly 85 per cent

of public bedies now have an energy
efficiency strategy (93 per cent of
councils, 8G per cent of NHS boards
and 75 per cent of central government
bodies). Of these strategies, only nine
{13 per cent) are not supported by an
action plan, outlining how ohjectives
and targets to improve energy
efficiency will be achieved.

32. Increasingly, senior staff are leading
on the implementation of public sector
strategies to improve energy efficiency.
The majority of strategies are approved
by either a council committee, the chief
executive or corporate management
teamn. At a strategic level, responsibility
for driving forward the measures in
these strategies tends to lie with the
corporate management team. The
majority of public bodies have identified
‘champions’ at senior management

level, to help drive farward measures
to improve energy efficiency. Al
NHS boards and around two-thirds
of councils and central government
bodies have energy ‘champions’ at
senior management level.

33. Since our previous report in

2008, more public bodies have
established a steering group with a
remit covering energy issues, which
includes representatives from across
the organisation. Over 80 per cent
have a committee or steering group

in place, compared to around 60 per
cent in 2008. These groups can help
to raise the profile of energy efficiency
issues; for example, they may have
responsibility for implementing the
energy strategy at an operational level.

34, Public bodies are increasingly
setting their own targets for improving
energy efficiency in their buildings

and transpert fleet. Arcund 85 per
cent of public bodies had set their
own targets in 2010, compared 1o

70 per cent in 2008. Of these, all have
targets to improve energy efficiency
in their buildings and nearly half also
have targets for transport use.

35. Although the profile of energy
efficiency has increased, public
bodies are facing competing
priorities due to increasing financial
pressures in the public sector. This
may make it more difficult to allocate
funding for investment in energy
efficiency measures,

Staff resources allocated to energy
management have increased

36. There has been an increase

in the staff resources allocated to
energy management, The number of
public bodies with an officer or team
responsible for energy management
has increased from 69 per cent 1o

91 per cent since 2008. All councils
and NHS boards and 80 per cent of
central government bodies have staff
responsible for energy management.
Of these bodies, a third reported
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an increase in the availability of
training for energy management
staff. However, the recruitment and
retention of appropriately trained
energy management staff remains
difficult, This is a risk for public bodies
as experienced energy managers
retire, and succession planning needs
to be considered.

37. Energy management can be

part of a wider facilities or property
management rcle. The amount of
time spent on energy management
varies between sectors. In 86 per
cent of councils, the officer or team
responsible for energy management
spends at least three-guarters of their
time on energy management issues.
This compares to 23 per cent of NHS
boards and ten per cent of central
government bodies.

38. All staff have a role to play in
improving energy efficiency. However,
less than half of public bodies have
‘champions’ among operational staff
(other than energy management staff)
to encourage behavicural change
among colleagues. Energy managers
report that raising and maintaining
awareness of energy efficiency
among staff remains a challenge.
This is largely due to a lack of time or
people to deliver ongoing awareness
raising initiatives.

Public bodies have improved their
monitoring systems for energy
performance

39. Public bodies have improved
their understanding of the energy
perfermance of their buildings by
collecting more accurate data on
energy use. Around 85 per cent of
public bodies now have a system in
place to collate information on energy
use in their buildings, compared to
70 per cent in 2008. Almost half of all
public bedies now have automated
meter reading systems, compared to
under a third in 2008. These systems
collect accuraie data on energy use
automatically, rather than relying on

21 Before May 2007, the Scottish Administration was called the Scottish Executive. It is now called the Scallish Government.
22 Scotlish Government and Health Facilities Scotland.
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estimates or manual meter readings,
However, some public bodies lack the
necessary staff resources to analyse
and use this data effectively.

40. Around 70 per cent of public
bodies, including all councils and NHS
territorial boards, have a vehicle fleet.
Of these, arcund twoe-thirds have a
system in place to monitor the fuel
consumption of their fleet. This is an
improvement since 2008, when less
than half of public bodies had a system
in place. The remaining third need to
identify ways to collect accurate data
on transport use, to allow them to
assess fully their CO, emissions.

41. Not all public bodies are reparting
energy performance, such as the use
and cost of energy, on a regular basis.
Forty per cent of public bodies report
energy performance to management
teams monthly or quarterly, 35 per
cent report six-monthly or annually,
and 25 per cent report cccasionally

or not at all. Reporting energy
performance to all staff and the
public is done less frequently, if at all.
Around half of public bodies report to
these audiences occasionally or not at
all. The Energy Efficiency Action Plan
encourages public bodies to report
their energy use, and progress in
trying to reduce it, regularly.

42, NHS territarial boards, the

State Hospital and the National
Waiting Times Centre Baoard use
the same environmental monitoring
and reporting tool (eMART). Data
on environmental performance,
including energy use, spend and
CO, emissions, is collated in eMART
and reported publicly every year®
Quarterly performance reports
generated by eMART are reviewed
by NHS board chief executives and
the Scottish Government health
directorates. In April 2010, eMART
was upgraded to include data on all

properties owned and leasaed by the
NHS {rather than just hospitals). During
2010/17, it will begin to collect data on
the mileage and resulting emissions of
leased, private and fleet vehicles.

The Scottish Government is
seeking to improve consistency in
the monitoring and reporting of
energy performance

43. The Scottish Government is
working to improve the consistency
and standard of environmental
reporting across the public sector. In
early 2009, it piloted eMART among
a group of councils and central
government bodies, to assess the
potential for implementing it across
the wider public sector. However,

it was decided that a full roll-out of
eMART was not appropriate, due

to other developments to improve
repcrting that had taken place since
the pilot began.

44, These significant developments in
energy reporting are;

e The Climate Change (Scotland)
Act 2009 requires annual reporting
to the Scottish Parliament on
pregress made towards improving
the energy performance of the
central government estate, from
Octaber 2011.

e (Changes to the Treasury's Financial
Reporting Manual (FReM) require
central govermnment bodies and the
NHS 1o reporl on energy use and
emissians in their annual reports
and accounts from 2011/12.
Similar reporting arrangements
are being developed for councils
through the Charlered Institute
of Public Finance and Accounting
(CIPFA) and the Local Authority
(Scotland) Accounts Advisory
Committee {LASAAC).

23 Annual National Environment Reports, Health Facilities Scotland.

e The electronic Property
Information Mapping Service
(ePIMS) has been upgraded to
collect energy data. This system
i5 used to collect property
management data in central
government bodies and any NHS
boards not covered by eMART,

45. The Scottish Government

is developing an overarching
sustainability reporting framework to
create a more coardinated approach
to reporting across the public sector,
It aims to draw environmental and
sustainability reporting under a single
framework across central government
and the NHS.

46. The Energy Efficiency Action
Plan includes actions to improve the
monitoring and reporting of energy
performance data across the public
sector. It states that the Scottish
Government will;

® develop a methodclogy for setting
appropriate energy saving targets

e set an overarching energy
saving target for the public
sector as a whole

e encourage public bodies to set
their own annual targets, which
should be approved at chief
executive level and publicly
reported each year.

47. To help ensure that public bodies
are collecting and reporting accurate
and comparable energy data, the
Carbon Trust is developing best
practice guidance for the public sector
on managing and reporting energy
data. This is due to be published in
early 2011.



48. Benchmarks can helg puklic bodies
identify areas for improvement by
comparing their performance against
similar organisations, The Scottish
Government has not establishad

any energy efficiency benchmarks.
However, actions in the Energy
Efficiency Action Plan and wider
developments in sustainability reporting
may lead to the establishment of
benchmarks in future.

Financial pressures make
improving the energy efficiency of
public sector buildings a challenge

49, It is important that public bodies
build energy efficiency considerations
into refurbishments, new buildings
and rationalisation of their estate.
They also need to encourage changes
in stafl behaviour and the way
buildings are used, to help reduce
CO;, emissions from buildings.

50. However, due to the financial
pressures facing the public sector,
and the difficult choices to be made
about using limited resources,

it may become more difficult to
allocate funding for energy efficiency
measures. The Scottish Government's
capital budget is predicted to fall

by around 36 per cent in real terms
between 2010/11 and 2014/15, which
may result in less capital investment
in the public sector estate.”” This is
likely to make improving the energy
performance of public sector buildings
very challenging.

51. In 2009, Audit Scotland reported
that councils and NHS boards needed
1o give greater consideration 1o
environmental sustainability in the
design of new buildings.”® Nearly

70 per cent of public bodies have a
policy stating that energy efficiency
should be considered in the buying,
planning or design of major capital

projects. In 60 per cent of public
bodies, energy managers are always
or often involved in planning major
capital projects. However, this has
not increased since 2008, and energy
managers are not always involved
early enough in the planning stages to
influence decisions.

52. The Energy Efficiency Action Plan
includes actions for the Carbon Trust to
produce guidance for the public sector
on reducing emissions from buildings.
The Carbon Trust is developing an
asset mapping approach to help public
bodies identify opportunities over time
o reduce emissions in their buildings
(eg, when bhuildings or facilities such
as bailers are due to be replaced or
refurbished). It is also developing
guidance to help public bodies procure
energy efficient buildings {eg, when
buying new buildings, undertaking
refurbishments or leasing additional
space). This guidance is due to be
published in 2011.

53. The Climate Change (Scotland)
Act 2009 requires any building
that becomes part of the central
government estate to be within
the top 25 per cent of energy
perfermance. The Energy Efficiency
Action Plan encourages all public
bodies to report on the estimated
energy use and emissions of any
building they plan to buy or lease,
and to identify if it falls within the
top 25 per cent.

54, Since Octcber 2010, changes in
building regulations have required
new buildings, and any new building
work in existing buildings, to deliver
improved energy performance. The
Scottish Government expects these
new regulations to reduce CO,
emissions by 30 per cent compared
to 2007 standards.”

24 Scotland’s spending plans and draft budget 2011-12, Scottish Government, November 2010.
25  Asset management in the NHS, Audit Scotland, January 2009 and Asset management in local government, Audit Scotland, May 2008,
26  Non-domestic Technical Handbook 2010, Scottish Government, April 2010,

27  Directive 2002/91/EC on the Energy Performance of Buildings, December 2002.
28 The Energy Performance of Buildings (Scotland) Regulations 2008.

29 A ’large’ public building is one which has a heated/cooled area aver 1,000m?.

30  Directive 2010/31/EU on the Energy Performance of Buildings (recast), May 2010.
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Over 70 per cent of large public
buildings have a poor energy
performance rating

55. The European Union introduced
legislation in 2002 ta promote

the improvement of the energy
performance of buildings.” In
Scotland, this was implemented
through building regulations.”

Since January 2009, all large public
buildings have had to display an
Energy Performance Certificate
(EPC).” An EPC shows the amount
of CO, estimated to be released by a
building, by rating it from A {excellent)
to G (very poor).

56. EPC ratings are based on an
assessment of the performance

of the fabric of a building and its

fixed services, such as heating and
lighting. This assessment uses
standard assumptions as to how

the building is used, and does not
reflect actual energy use. Display
Energy Certificates, applicable to
public buildings in England and VWales,
are slightly different as their ratings
are based on the actual amount of
energy used by a building each year,
In June 2010, revised European Unicn
legislation on the energy performance
of buildings was published.® The
Scottish Government will cansult on
any proposed changes to the EPC
system in 2011.

57. Despite the limitations of the
current EPC system, it illustrates the
scale of the challenge in reducing
emissions from the existing public
sector eslate. Over 70 per cent of
large public sector buildings have

an EPC rating of E to G, with only
four per cent rated A or B (Exhibit 4,
overleaf).



The Scottish Government is
encouraging public bodies to
consider energy efficiency when
buying goods and services

58. In 2008, the Scottish Government
published its Sustainable Procurement
Action Plan.”’ The plan states that

the public sector should lead by
example in building sustainability

into its procurement activity. It
highlights that the envircnmental
implications of buying products or
services {including energy use) should
always be considered. The Scottish
Government expects the actions in
the plan to contribute towards targets
for reducing emissions.

59. Three-quarters of central
government bodies, and around two-
thirds of councils and NHS boards,
have procurement strategies stating
that energy efficiency should be
considered when buying all goods and
services. Of those public bodies that
have a transport fleet, around two-
thirds have a procurement strategy
that states energy efficiency should
be considered when buying vehicles.
However, we reported in 2008 that
public bodies do not necessarily
have procedures in place to ensure
caompliance with these strategies.
The Sustainable Procurement Action
Plan encourages public bodies to put
a delivery plan in place during 2010,
to ensure sustainable procurement
practices are followed.

60. The Scottish Government
launched the Low Carbon Vehicle
Procurement Support Scheme in
June 2010. This scheme, supported
by COSLA, will make £3.6 million
available to Community Planning
Partnerships for the procurement

or lease of vehicles with low
emissions, during 2010/11. The
scheme will provide financial support
to community planning partners,

by funding the difference in cost
between conventional vehicles and
low emission vehicles {(eg, electric
cars and vans). The funding can also

Exhibit 4

Energy Performance Certificate ratings of the public sector estate
The majority of large public sector buildings have an Energy Performance

Certificate rating of E to G.
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Note: This exhibit is based on tata from 68 public bodies {29 councils, 26 central gavernment

bodies and 13 NHS bodies).

Source: Audit Scotland and Health Facilities Scotland

be used to install publicly accessible
charging or fuelling facilities for low
emission vehicles. An additional
£300,000 will be available for central
government bodies that are not
represented on Community Planning
Partnerships.

Recommendations
The Scottish Government should:

e take the opporiunity when
reviewing its Energy Efficiency
Action Plan to ensure the actions
relevant to the public sector are
robust enough to achieve the
pace of change required

e ensure its sustainability
reporting framework provides
consistent information on
energy performance across the
public sector.

31 Sustainable Procurement Action Plan for Scotland, Scottish Government, October 2009,

Public bodies should:

e work with the Scottish
Government to implement the
actions relevant to the public
sector in the Energy Efficiency
Action Plan, and report progress
to senior management

e ensure they have systems in
place to collect accurate data
on transport use and resulting
CO, emissions

® huild energy efficiency
considerations into asset
management and estate
rationalisation decisions,
involving energy officers or
teams wherever possible.
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Part 3. The CRC

Energy Efficiency
Scheme

Participants in CRC are required to
monitor their emissions based on
their energy use in buildings.




Key messages

e The CRC Energy Efficiency
Scheme has raised the profile
of energy efficiency in the
public sector, and over half of
public bodies are well prepared
for invalvement in it.

e Reducing energy use will help
public bodies reduce the costs
associated with the CRC Energy
Efficiency Scheme.

The CRC Energy Efficiency Scheme
is a UK scheme aimed at reducing
emissions

61. The CRC Energy Efficiency
Scheme (CRC), previously known as
the Carbon Reduction Commitment,
is a UK-wide scheme which started in
April 2010. It aims to improve energy
efficiency and reduce the amount of
CO, emitted in the UK. Both public
and private sector organisations are
required to participate in CRC if they
meet the qualification eriteria, which
are based on how much electricity
they used in 2008. Emissions fram
energy intensive organisations (eg,
power stations) are not included in
CRC, as they are covered by the
European Union Emissions Trading
Scheme. The Envircnment Agency,
which is responsible for protecting the
environment in England and Wales, is
the central CRC administrator for the
whole of the UK,

62. In Scotland, 27 councils, 11

NHS territorial boards, six central
government bodies, the National
Waiting Times Centre Board and the
Scottish Parliamentary Corporate Body
are required to participate in CRC (see
Appendix 1). These bedies accounted
for 96 per cent of total public sector
energy use during 2008/09.

63. Changes to the CRC were
announced as part of the UK
Government's Spending Review in
October 2010. This report presents
the most up-to-date picture possible.
However, there is a consultation on
the changes to the CRC ongoing and
further consultations are expected
during 2011,

64. Since April 2010, participants in |
CRC have been required to monitar
their CO, emissions based on their
energy use in buildings. Each year,
participants have to buy allowances
from the Environment Agency for
each tonne of CO, they emit. The
more CO, an organisation emits, the
more allowances it will have to buy.
The first sale of allowances will be

in 2012, when participants will buy
allowances for the CO, they emitted
in 201112,

65. Each year, from 20117,
organisations will have to report their
energy use and resulting emissions
from the previous year. These annual
reports will be used to compile a
performance league table, showing
the relative performance of all
participants in CRC. Performance
will be assessed on three factors:
change in annual emissions, change
in emissions compared o revenue
expenditure, and voluntary action
taken to manage emissicns (ie,
installation of autornated meter
reading systems and formal
certification of emissions reduction,
such as the Carbon Trust Standard).
The weighting of these three factars
will change over the first three

years of CRC, and from April 2013
performance will be based on the first
two factors only.

66. The money raised through the
sale of allowances was originally
intended to be re-distributed among

CRC participants, based on their
performance in the league table.
Participants that performed well in
the league table would have received
more money back than those who
performed badly. However, following
the UK Government's Spending
Review announcement in October
2010, the revenue raised through
the sale of allowances will now go
to the Treasury, rather than being
re-distributed among participants in
the scheme.

The CRC provides a financial
incentive to reduce energy use

67. Reducing energy use is one way
of reducing CO, emissions, and can
help manage the risk of rising energy
prices. By reducing energy use,
organisations participating in CRC can
also reduce the amouni they have to
spend on allowances for emissions.

68. Most of the public bodies
participating in CRC have estimated
the financial impact of the scheme.
The cost of buying allowances for
2011/12 is estimated to be around
£20 million {based on 43 public
bodies). This ranges from £25,000
for a small central government body
to over £3 million for Scottish Water.
These estimates are based on the
initial price for allowances of £12 per
tonne of CO,, although the price may
change in future years. Public bodies
will have to budget for the cost of
buying allowances each year.

69, Reducing energy use will help
public bodies reduce the cost of
buying allowances for emissions.
However, public bedies are facing
difficult decisions due to increasing
financial pressures in the public sector
and this may make it more difficult

to secure the investment needed 1o
continually reduce emissions from
energy use.




Over half of public bodies are well
prepared for participation in CRC

70. When surveyed in May 2010,
aver half of participating public bodies
had begun to prepare for future
participation in CRC. Fifty-six per cent
of public bodies were compiling a
footprint report, including details of
energy use and emissions during
2010/11, which has to be submitted
by July 2011, Sixty-two per cent of
public bodies had started to compile
all the information dermonstrating
CRC compliance in an evidence pack,
which needs to be kept updated from
April 2011 onwards. Forty-nine per
cent of participating public bodies
were compiling both a footprint report
and an evidence pack.

71. Almost all participating public
bodies have neminated scmeone to
take responsibility for participation
in CRC. However, some public
bodies reported that identifying the
appropriate person for this role was
challenging and caused delays in
regisiering for participation in CRC.
Where responsibility lies varies
between public bodies, but tends
to be with the energy management
teamn, the facilities and estates team,
or the finance department.

72. In May 2010, a third of public
bodies still had to collect all the
information needed to register for
CRC by the September deadline.
Many public bodies reported that
determining which services and
buildings qualified for inclusion in
CRC led to delays in the registration
process. This is a particular issue

for buildings that are under a Public
Private Partnership or a Private
Finance Initiative agreement, for
example some schools and hospitals.
Depending on the individual contract,
it may nat be clear whether the
public body or private company is
responsible for the energy use and
resulting emissions of the building.
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73. CRC has driven improvements Recommendation
in the monitoring of energy use in
many public bodies. Public bodies
participating in CRC need to collect
accurate data on energy use, to
allow them to report their annual °
emissions. Of those public bodies
participating in CRC, 78 per cent

identified that changes were needed

in their monitoring or reporting

systems. Although only half of these

had made the changes by May

2010, the requirement to collect

accurate information for CRC is

pushing public bodies to improve

their energy manitoring systems.

The environmental monitoring tocl

used by the NHS (eMART) has been
updated to provide a tailored report on
energy use and emissions specifically

for participants in CRC.

The Scottish Government and
public bodies should:

build the CRC Energy Efficiency
Scheme into their internal

audit arrangements, to

provide additional assurance

to the Scottish Environment
Protection Agency's five-yearly
external audit.

74. The requirement to participate

in CRC, and its financial implications,
have helped raise awareness of energy
efficiency among senior staff, All
participating public bodies had taken
steps to raise awareness of CRC at
board or senior management level.

75. The Scottish Environment
Protection Agency (SEPA) is
responsible for auditing and regulating
CRC compliance in Scotland.
Participants will be audited by SEPA at
least once every five years, from April
2011, As these audits are only every
five years, internal audit could provide
additional assurance on a more
frequent basis.

76. All councils and NHS boards, and
two-thirds of central gevernment
bodies, have sought advice from
SEPA on participating in CRC. Three-
quarters of public bodies have sought
advice from the Environment Agency
(85 per cent of councils, 83 per cent
of central government bodies and 42
per cent of NHS boards).
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Appendix 1.

Public bodies included in this audit

Councils

Aberdeen City Council
Aberdeenshire Council'

Angus Council

Argyll and Bute Council

City of Edinburgh Council’
Clackmannanshire Council
Comhairle nan Eilean Siar’
Dumifries and Galloway Council

' Dundee City Council'

East Ayrshire Council'

' East Dunbartonshire Council'
East Lothian Council'

| East Renfrewshire Council’

Falkirk Council'

' Fife Council
Glasgow City Council'
Highland Council
Inverclyde Council

' Midlothian Council'
Moray Council'

North Ayrshire Council'
North Lanarkshire Council'

- Orkney Islands Council®

NHS Borders'

' NHS Dumifries and Galloway'

NHS Fife'
| NHS Forth Vallay'

NHS Grampiam1

| NHS Greater Glasgow and Clyde'

NHS Highland'

' NHS Lanarkshire'

NHS Lathian'
' NHS Orkney

NHS Shetland
NHS Tayside'

NHS Westemn Isles

NHS 24

NHS Education for Scotland

NHS Health Scotland

NHS National Services Scotland

NHS Quality Improvement Scotland

National Waiting Times Centre Board'

| Scottish Ambulance Service

The State Hospital

- National Galleries of Scotland

NHS bodies Central government bodies

NHS Ayrshire and Arran’

Accountant in Bankruptcy
Cairngorms National Park Authority

Crown Office and Procurator Fiscal

| Service

General Register Office for Scotland'
Highlands and Islands Enterprise’

Historic Scotland

HM Inspectorate of Education

Learmning and Teaching Scotland

' Loch Lomond and Trossachs National
Park Authority

National Archives of Scotland

National Library of Scotland

| National Museums of Scotland’

Office of the Scottish Charity
Regulator

Quality Meat Scotland

Registers of Scotland

Royal Botanic Garden Edinburgh

Scottish Arts Council’

Scottish Children's Reporter
Administration

Scottish Commissicn for the
Regulation of Care

Scottish Court Service'
Scottish Enterprise‘

Scottish Environment Protection
Agency
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Perth and Kinross Council’ Scottish Funding Council

' Renfrewshire Council Scottish Government'
Scottish Borders Council' Scottish Housing Fha*gulamr2
Shetland Isles Council' Scottish Legal Aid Board
South Ayrshire Council' Scottish Natural Heritage
South Lanarkshire Council' Scottish Police Services Authority.
Stirling Council' Scottish Prison Service
West Dunbartonshire Council’ | Scottish Public Pensions Agency
West Lothian Council’ Scottish Qualifications Authority

Scottish Social Services Council
Scottish Water'

Skills D.eveloﬁ-rﬁent Scoﬂaﬁd
Social Werk Inspection Agency

SportScbtlahd 7

Student Awards Agency for Scotland

I Transport Scoﬂand
VisitScotland
! Wa-ter.lﬁd-u”s-try- Con.'-m-'lissior-l ft.ar" -
| | SR e G p2cotend e R

Notes:

1. These bodies are participating in the CRC Energy Efficiency Scheme, In addition, ten central government bodies are participating in CRC as part of the
Scottish Government {Crown Office and Procurator Fiscal Service, Disclosure Scotland, Her Majesty’s Inspectorate of Education, Historic Scotland, Scottish
Housing Regulator, Scattish Prisan Service, Scottish Public Pensions Agency, Social Work Inspection Agency, Student Awards Agency far Scotland and
Transport Scatland). The Scottish Parliamentary Corporate Body is also participating in CRC,

2. These bodies did not complete the survey.

3. The Scottish Arts Council became part of Creative Scotland on 1 July 2010,

4. The Scottish Parliamentary Corporate Body also participated in our survey.



The table below sets out issues that councillors and non-executive board members in public bodies may wish to consider in

relation to howv their organisation is improving its energy efficiency.

Checklist for councillors and non-executive board members
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Appendix 3.

Project advisory group membership

Audit Scotland would like to thank members of the project advisory group for their input and advice thraughout the audit.

| John bunlop ;-Ent—argy arndr CIlmate éhar%g}é Managér. .i-.i;alth Facilities Scotland-
Ron Hill Property Officer, North Lanarkshire Council
Chair, Scottish Energy Officers Netwark
| John Holmes Head of Emissions Trading Branch, Scottish Governmént |
James Simpson Policy Adviser, Energy Efficiency and Low Carbon Economy Unit, Scottish Government
j Judith Young Team Leader, Greenér Scotland Directorate, Scottish Government

Note: Members of the project advisory group sat in an advisory capacity only. The content and conclusions of this report are the sole responsibility of
Audit Scotland.
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