Assignment 1 – Asset and Facilities Management               D, Hughes –  04137663


A report focussing on:

Impact of the New Requirements for Energy Certificates on the Role of the Facilities Manager
Prepared for:

A. Geens
Created by:

D. Hughes 

Date completed:

May 27th 2008
Table of Contents










Page Number

1.0
Executive Summary





3

2.0
Terms of reference





3
3.0
Procedure







3
4.0
Findings







4

5.0
Conclusion







10
6.0
References







12
7.0
Bibliography






14
8.0
Appendices







17
1.0 Executive Summary

This report aims to examine the current legislation that has resulted from the concerns regarding climate change and the recommendations of the Stern report.  The legislation on energy performance certificates and display energy certificates is currently being introduced.  The report then concludes by examining how this could impact on the role of the facilities manager.
2.0 Terms of Reference

2.1 The principal focus are:

2.1.1 To discuss the current legislation evolving from concerns over climate change.
2.1.2 To examine how the role of the asset and facilities manager will change in the light of the current legislation.
2.2 The report was constrained by the information given and researched and the need to complete it by 27th May 2008. 
3.0 Procedure

This section identifies the research sources used.

3.1 The research included secondary sources on the subjects of asset management and climate change from websites and text books set out in the references and bibliography.
3.2 University notes also provided background to the research.
4.0 Findings

4.1 Climate change according to scientists will have dramatic effect on the earth and could potentially have a huge effect on businesses.  The UK has been working on many issues with the European Union on climate change but the UK has also implemented measures beyond this and is further ahead than many countries.  
The UK is on track to meet the 2008-2012 CO2 emissions levels of 12.5% below the 1990 levels agreed under the Kyoto protocol (Anon 2008).  In 1997 the European Union, consisting of only fifteen countries signed the Kyoto protocol and agreed to stabilise CO2 emissions and some countries volunteered to reduce levels.  Since then many more countries have joined.  Finally in 2004 the treaty became legally binding when Russia joined as the one hundred and fiftieth member (Bird 2008).  In 2005 it was announced that the USA and Australia had been in talks to form an alternative Kyoto protocol with China, India and South Korea but is focused on trade rather than setting targets to improve CO2 emissions (Brown and Wilson 2005).  
In 2001 the government introduced the climate change levy.  This levy added about 10-15% to the fuel bills of organisations in industry, commerce and the public sector.  At the same time enhanced capital allowances were introduced for the purchase of energy saving equipment (Anon 2006).  The directive in 2002 provides certain requirements to improve the energy performance of buildings (see appendix 1, page 17)(Anon 2002).

The Stern review message is that the cost of early action will be far less than waiting (Anon 2008).  This review made the government realise that action was required faster than the Kyoto protocol is able to deliver (Anon 2004). 
4.2
There are basically three ways to achieve a lower carbon economy; this is compulsion, incentive or a mixture.  In the UK compulsion is not used on its own but as a mixture.  Following the EU directive the government has introduced measures to control the CO2 emissions from buildings because at least 40% of the emissions come from buildings (Dowden and Garvey 2007).  They feel this can be achieved by informing the public of the buildings efficiency using certificates.  There are two types of energy certificate.  The energy performance certificate (EPC) affects most buildings and is required when a building is constructed, sold or rented out.  The EPC must be provided free of charge to the prospective buyer or tenant (Anon 2007).  These certificates are then valid for 10 years.  Until 2003 these were the only certificates considered by the government (Dixon et al 2008).  
The second type is the display energy certificate (DEC).  These are only required by public authorities or institutions providing a public service like universities and hospitals over 1000m2 (Anon 2008a).  The DEC is a more recent introduction and could be because the growth in energy consumption in the commercial sector is three times faster than any other sector apart from transport and so it is hoped this will slow it down (Dixon et al 2007).  
The EPC must be handed to the potential client and consists of an A-G (A best) rating for the current efficiency of the building.  The average house has a D-E rating (see appendix 2 page 18).  This allows the potential client to make a judgement on the running costs of the building.  
The DEC’s however will have to be displayed prominently in the building itself after the 1 October 2008 deadline.  There will be an advisory report with the certificate which will provide suggestions on how the building could be improved.  The certificate must be on display and will be enforceable by trading standards officers.  The advisory report must be kept safe but the advice does not have to be followed up.  The DEC provides an operational rating as well as an asset rating for the building (see appendix 3 page 19).  These certificates are valid for 12 months while the reports are valid for 7 years (Anon 2008a).  The cost of these has been estimated as £1,790 per building but Dowden and Garvey (2007) predict that the lack of assessors may push the cost up to £10,000 for complex buildings.  The assessor’s website only provided the name of one assessor as shown in appendix 4 (page 21).  The organisation can be fined £200 to £5000 if certain aspects are not met on time (Anon 2007).  
As well as these certificates any buildings containing air conditioning and boiler units will have to be inspected by 4th January 2009 for large systems and 4th January 2011 for smaller systems.  This again will provide a report on improvements but these do not have to be carried out as improvements can not be charged to tenants as the landlord is required to foot the bill (Dowden and Garvey 2007).  
In Britain therefore the government’s method is to use compulsion to make sure the information is out there and then it is relying on market forces to bring about the change (Dowden 2008).
4.3
Considering incentives.  For many companies the financial benefits of ‘going green’ may well be the deciding factor in including energy management in the asset and facilities manager’s job description.  Many companies can save 20% on their fuel bills by careful management and investment in cost effective energy efficiency measures (Anon 2004).   
CSR or Corporate Social Responsibility was first written about in the 1950’s but did not take off as a concept until more recently.  CSR has become more important as people are becoming more aware of their impact on the environment.  CSR is made up of seven different components.  These are:

Corporate Governance

Employee Relations

Human Rights

The Environment

Supply Chain

Health and Safety

Community   

As well as being the right thing for a company to do ethically it is now good business sense to promote the business through its CSR (Jenkins et al 2006).  Therefore an asset and facilities manager may be expected to contribute to the company CSR through energy management (Anon 2004).  However Dahlmann et al (2008) note that this research has been carried out on larger companies and that smaller companies are not affected by their stakeholders in the same way.

4.4
The literature is only recently describing how EPC’s, DEC’s and CSR may affect companies and therefore the facilities manager.  In America the Energy Star Building Label programme exists which is similar to the British certificates but this is purely voluntary (Yudelson 2008).  So the role of the facilities manager is not the same globally.  However this assignment will principally focus on the UK.  

The EPC’s and DEC’s have recently been the subject of research. Dixon et al (2007) recommends that asset and facilities managers or investors think about how this certification of energy performance may affect the asset, such as price chipping and put a strategy into place to address this.  He recommends that assessors are called in well ahead of the deadline and all the data is prepared for them to keep costs down. Research by Haji-Sapar and Lee (2005) found that benchmarking (such as found on the certificates) was not used by companies because they felt it was not relevant within the local context.  In order to manage energy effectively it is important that the consumption patterns are understood for each building but the DEC’s contain only the total energy usage (Hajid-Sapar and Lee 2005).

Research in America looked at how the frequency of feedback could affect how much energy was used.  College students were encouraged to reduce their energy consumption and some groups were given daily feedback and others monthly feedback.  The more frequent the feedback the more energy was saved.  The best group saved 56% on electricity and only 31% at best was saved in the monthly feedback groups (Peterson et al 2007).  This research indicates that the facilities manager may need more frequent data if the certificates are going to alter people’s behaviour. The energy certificates focus on particular aspects of the building such as:

Thermal Characteristics

Heating Insulation

Air-Conditioning

Ventilation

Built in Lighting

Orientation of the Buildings

Etc (Poel et al 2007).

The facilities manager will have to pay attention to these when considering the budget.  The government are predicting that many public authorities and institutions may wish to accredit their own employees as energy assessors and this could well be the facilities manager (Anon 2008).  An assessor who is part of the organisation has to declare that relationship (Anon 2007).

There has been some concern over the effectiveness of mitigation.  A carbon tax may well just move carbon intensive organisations from one country to a country without a carbon tax and therefore overall globally there will be no change (Sathre and Gustavsson 2007).

Svensson (2008) believes that organisations would be willing to become more ‘green’ if the support of the government was present.  Therefore with the correct regulations businesses will be encouraged to contribute to global sustainability.  Only time will tell if the UK have chosen the correct regulations. Both Dahlmann et al (2008) Kolke and Pinkse (2007) found that it is government pressure, which stimulates companies to set environmental targets. 
4.5
The government is also trying to encourage the use of energy saving technologies but Anon (2008) states that many of these technologies are not economically or financially viable at this moment in time and therefore it is hard to see why people will voluntarily use them.  The table in appendix 5 (page 23) shows the carbon dioxide abatement cost for various technologies.
The facilities manager may well have to educate the personnel using the buildings to use the local controls to evaluate the building efficiently and to minimise waste (Anon 2000).  
The affect that climate change and the legislation has on the role of the facilities manager may well depend on the type and size of the company and how its reputation will be affected (Kolk and Pinkse 2007).
For whatever reason the company chooses for addressing climate change the asset and facilities manager needs to consider the six main areas of energy management.  These are:

Policy

Organisation

Motivation

Information systems

Marketing

Investment

(Anon 2004).

According to Dahlmann et al (2008) the focus of the energy management could follow the following strategies:

“Waste minimisation and prevention

Demand-side management

Design for environment

Product Stewardship, and

Full-cost accounting.”

5.0
Conclusion

5.1
Moran et al (2004) states that “Now, more than ever, energy management is one of the most challenging tasks facing facilities managers.”  From the current legislation it is necessary for the facilities manger to consider energy performance because of the certificates.  However because it is not necessary to take any action on these it is possible to then ignore them.  The cost of the certificates will eat into the budget however and less will be available for energy improvements.  There is a possibility that ‘price chipping’ may occur and that the asset value may be depleted.

CSR and stakeholders opinions may well encourage larger businesses to play an active role in controlling CO2 emissions, but smaller businesses will probably be overlooked in this aspect.


The facilities manger can not really afford to overlook the climate change levy as the cost of energy continues to rise and it is this which may become a key factor in curbing energy use.


The facilities manager may have to train as an assessor which would have a significant affect on their role.  The role of the facilities manger will change but how depends on many factors such as company size and location.
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8.0
Appendices
8.1 Appendix 1
The objective of this Directive is to promote the improvement of the energy performance of buildings within the Community, taking into account outdoor climatic and local conditions, as well as indoor climate requirements and cost-effectiveness.

This Directive lays down requirements as regards:

(a) The general framework for a methodology of calculation of the integrated energy performance of buildings;

(b) The application of minimum requirements on the energy performance of new buildings;

(c) The application of minimum requirements on the energy performance of large existing buildings that are subject to major renovation;

(d) Energy certification of buildings; and

(e) Regular inspection of boilers and of air-conditioning systems in buildings and in addition an assessment of the heating installation in which the boilers are more than 15 years old.

Source : Anon 2002.

8.2 Appendix 2

The picture below is of a typical EPC. 
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Source: Anon 2008c.

8.3 Appendix 3

The following page shows an example of the expected format of the display energy certificates.

Source: Anon 2008a.

8.4 Appendix 4

The following page provides the list of regulated assessors.

Source: Anon 2008e.

8.5 Appendix 5

The following table shows how much the technology costs for each tonne of Carbon abated.
	Technology
	Carbon Abatement Cost (£/tCO2)

	Industrial combined heat and power (CHP)
	4

	Pulverised fuel coal with CCS
	23

	Electricity from gas with CCS
	34

	Medium scale community CHP
	40

	Onshore wind
	50

	Heat generating microgen
	142

	Micro CHP
	198

	Micro wind
	265

	Solar water heating
	288

	Solar PV
	446


Source: Anon 2008.
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