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Introduction  
 
From 12 April 2010, the Carbon Trust has reduced the 
maximum loan they offer to businesses investing in energy 
saving projects to £100,000. The previous cap was raised to 
£500,000 in February of this year, but the success of the 
scheme coupled with a finite pot of money has brought about 
this reduction. Businesses in Northern Ireland can still apply 
for the full £500,000.  
 
Up until the end of March 2010, £60 million of unsecured loans had been 
awarded to 1,847 businesses. Part of this success was due to the Big 
Business Refit that had been heavily promoted by Theo Paphitis. This 
initiative ran until 31 March 2010 and offered expert advice and financial 
support to SMEs to reduce their energy costs through replacing old 
inefficient equipment with new energy efficient technologies.  
 
The Carbon Trust are now focusing on the smaller projects that make the 
biggest difference by raising the benchmark for CO2 saving. Previously 
businesses had to demonstrate a saving of 1.5 tonnes of CO2 per £1,000 
of loan. This has now been increased to 2 tonnes which will benefit the 
most inefficient equipment being replaced with the most efficient. For 
businesses in Northern Ireland the 1.5 tonnes of CO2 per £1,000 of loan 
benchmark still applies. 
 
When you consider the scale of the carbon reduction challenge that the 
UK faces to meet its targets, it is clear to see why the Carbon Trust 
needs to constantly review and to set demanding targets. 
 
The loans remain on an unsecured basis over a maximum term of four 
years with the repayments calculated and offset by the anticipated 
energy saving. They still offer a simple and effective way for businesses 
to modernise their premises and reduce running costs. 

 
Who can apply?  
 
The loan scheme is targeted at a range of organisations. The main focus 
is on SMEs who employ fewer than 250 full-time equivalent employees 
and have an annual turnover not exceeding � 50 million (£40 million), 
and/or an annual balance sheet total not exceeding � 43 million (£35 
million). This can include limited companies, charities, sole traders, 
partnerships, clubs, friendly societies and voluntary organisations. The 
SME must have been trading for at least 12 months. 
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In addition, companies that are not eligible to participate in the CRC 
Energy Efficiency Scheme will also be able to apply. That is organisations 
consuming less then 6,000 MWh of half hourly metered electricity, which 
represents electricity spend of around £500,000 at today’s rates. 
 
Organisations funding projects in Northern Ireland can apply for a loan 
regardless of company size.  
 
Agricultural, fisheries, horticultural, transport and export sectors are 
currently not able to apply for support through the loans scheme due to the 
De Minimis Block Exemption Regulations.  
 
What can be funded by a Carbon Trust Loan? 
 
The loan scheme deals with energy saving projects and not particular 
technologies so funding support will vary from project to project depending 
on the energy saving potential. 
 
Broadly speaking, any equipment that generates an on site fossil fuel 
energy saving as part of the project has the potential to be funded in whole 
or part by a Carbon Trust Loan. Examples range from insulation through to 
CHP and renewables. 
 
Interaction of Capital Allowances and Loans 
 
The Capital Allowances and the Carbon Trust Energy Efficiency Loan 
scheme are not connected, however, with some proper planning, 
businesses can maximise the benefit from both. For example, if loan 
funding has been secured to replace an inefficient boiler, then by ensuring 
it qualifies for Enhanced Capital Allowances, 100% tax relief can also be 
claimed on the expenditure.  
 
Essentially, businesses can benefit on three levels: 
 
·  the loan; 
·  the allowances;  
·  and the energy savings. 
 
The combination of these may make a significant difference to the viability 
of many projects. 
 
Davis Langdon’s Banking Tax & Finance team have a specialist team 
working with clients to ensure the optimum tax and energy savings are 
achieved. 
 
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. 


