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ENERGY AND TAX EFFICIENCY
CHALLENGES FOR COMMERCIAL
PROPERTIES

Introduction

Davis Langdon launched a series of joint seminars with the
Carbon Trust on the 6™ October in London. The event was
attended by more than 50 key industry decision makers who
are responsible for investment in commercial property. All of
whom are facing considerable challenges from reducing
energy consumption from their existing building stock.

The seminar explored some strategies that could be adopted to help
minimise energy consumption, whilst ensuring that tax savings are
maximised through Enhanced Capital Allowances. In addition, with
finance still limited, the Carbon Trust gave guidance on their interest free
loan scheme for investment in energy efficient technologies.

How the CRC Energy Efficiency Scheme is going to impact on those
organisations that are caught is still far from clear. One thing that
became apparent at the seminar is that doing nothing is simply not an
option.

The seminar raised a number of issues and conveyed some key
messages, including:

Strategic issues

The need to reduce energy within existing buildings is a major issue
for the property industry and is something that will not go away.
There are some ‘easy wins’ available from ensuring building
management systems and other controls are working to their
optimum.

An open and unified approach that takes account of the potentially
conflicting objectives of landlords and tenants is needed.

All interested parties should be consulted to achieve the optimum
outcome and the benefits shared by all. Particularly relevant when
looking at asset management of existing properties and strategies to
re-gear leases.

One thing for sure is that it is a changing world. Building owners and
occupiers need to be pro-active and take early action.

Those organisations that are prepared will enjoy considerable
benefits.

Businesses that choose to ignore the issue are likely to be
disadvantaged with higher costs and potentially higher rates of
obsolescence in their properties.



Energy and tax efficiency challenges for commercial properties - 2

Enhanced Capital Allowances

There are significant incentives (fiscal and other) for improving existing
buildings, as well as choosing energy efficient options in new
developments.

There needs to be a change away from only considering the initial
capital cost of a project, operational expenditure is just as important.
Investment decisions need be measured on a ‘post tax, whole life cycle’
cost basis to get a complete picture.

Businesses need incentives to change, especially when that change
costs money. HM Treasury is currently consulting over the effectiveness
of the current Enhanced Capital Allowances scheme. Any changes can
be expected in the Pre-Budget Report due in December.

CRC Energy Efficiency Scheme

You will no longer be able to give lip service to energy reduction, as the
CRC league table will show who is making the real effort.

A huge PR opportunity will be the result if you can get a good position in
the CRC league table.

As an industry, we are not reducing our CO, emissions fast enough to
meet the Governments targets.

Consequently some carrots will still be provided to help, but the sticks
will remain and these will be much bigger and hurt a lot more.

Achieving the Carbon Trust Standard is one of the major actions that a
business should action now to address its energy consumptions.

With the dynamics of this topic changing on almost a daily basis, we have
announced three further dates early in 2010 to ensure we are providing the
most up to date advice. The dates are:

London 26™ January 2010
Glasgow 28" January 2010
Manchester 9" February 2010

For further information or to register your interest in attending any of these
dates, please contact either David Henry or Tim Beresford.

For further advice concerning any of the issues raised in this briefing,
please contact David Henry at david.henry@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.



