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Carbon Allowances are on their way 
 

 
The Carbon Reduction Commitment is a UK carbon emissions trading scheme that is set to 
start in April 2010. All public and private sector organisations that spent over £1m on electricity or 
used over 6000 megawatt hours on half-hourly meters in 2008 will have to sign up. Participating 
organisations will have to keep records of their energy consumption and will be awarded bonuses 
or penalties according to performance. The scheme will later be expanded to allow participants to 
buy and sell carbon allowances, eventually by auction. Participants will be required to examine 
their energy use and, moving forward, how their buildings are designed and managed. Energy 
consumption information will be published as a league table so there will be adverse publicity, as 
well as financial consequences, for poor performers. 
 
The scheme also raises various issues for landlords. Participating organisations will buy their 
carbon emission allowances at the start of the year - this could cause cash flow difficulties for 
landlords with tenants that pay for the energy they use monthly or quarterly. Similarly, few current 
leases contain provisions relating to the scheme, which is likely to make apportioning between 
tenants any bonuses awarded or penalties incurred for good and bad performance awkward. 
Landlords and tenants will also have to group together to reduce energy use and therefore costs 
under the scheme. 
 
It has been suggested that the logistics of implementation may lead to a more collaborative 
approach to landlord and tenant issues. Regardless of whether this proves to be the case, 
landlords and tenants likely to be affected need to be prepared for the financial and practical 
challenges of the Carbon Reduction Commitment. This scheme may also herald the way for 
similar initiatives affecting the population more widely. 
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