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Introduction  
 
The completion of the Government’s consultation on the 
Carbon Reduction Commitment Energy Efficiency Scheme 
this Autumn has confirmed one key point - that franchisors 
affected by the scheme will also carry the responsibility for 
the carbon dioxide emissions of their franchisees. 
 
The logic appears to be as franchising is a significant element in the UK 
economy, that unless such groups are treated as coming within the CRC 
orbit, then significant numbers of smaller businesses will have no direct 
involvement in contributing to carbon reduction. 
 
The problem, of course, sits with the franchisor, who up until now will 
have had no involvement in the energy use of their franchisees, but from 
April 2011 will have to purchase carbon allowances to cover both. 
 
Where do you start to resolve the range of problems that will arise from 
this? The first step is to gather up the energy data from 2008 in order to 
undertake registration between April and September 2010. Davis 
Langdon’s approach to this is a new software energy data capture 
system that is currently in development and will provide a platform for 
capturing information with all of the franchisees able to log-on and enter 
the energy data onto a central database. 

 
The energy data management system will provide a range of benefits. It 
will enable the franchisor to facilitate compliance and calculate their 
financial exposure to carbon allowances and in addition, provide the data 
to undertake carbon foot-printing and desktop Display Energy 
Certificates, which in turn enable an initial overview of the group’s 
performance and the potential scope for improvement. 
 
How the individual businesses are encouraged to reduce emissions 
becomes a more tactical operational issue. Plainly, until a franchise 
agreement comes up for renewal, CRC will sit outside the commercial 
relationship and will require a new collaboration between the parties. 
One way that the franchisees might be engaged with CRC is to run a 
scheme within the scheme whereby an internal CRC mini-league 
rewards emissions reductions and penalises poor performance. This 
might be characterised by a sharing of the overall gains or losses within 
the CRC league. Publicising the outcomes is one way of encouraging 
franchisees to get involved. 
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An onward strategy will then need to be developed, which is specific to the 
type of business to help identify low-cost ways of reducing emissions and 
then guidance provided to franchisees undertaking building improvements 
to ensure this is undertaken in both an energy and tax-friendly way. 
 
Refurbishments and improvements to existing buildings will generally hold 
high levels of tax relief; typically 50-75% becomes allowable. In planning 
improvements, the benefits of the tax savings can be added to the 
expected energy and carbon allowances savings to achieve a ‘spend to 
save’ approach. 
 
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. 
 


