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ENERGY PERFORMANCE CERTIFICATES
- GETTING IT RIGHT

Introduction

The UK’s energy performance certification system when
introduced in 2008 was an entirely new concept and it was fairly
likely that some issues would arise once the system was seen in
operation. The initial fear was that there would be a significant
shortfall of available energy assessors and that this would cause
great problems for property vendors, or intending landlords
requiring Energy Performance Certificates (EPCs) to meet the
legal requirements of the new system. This problem never really
materialised for two reasons:

The economic downturn, in depressing market activity will
undoubtedly have reduced the demand; and

a new host of energy assessing businesses emerged, rapidly
training up new ranks of assessors and keen to do business.

The obvious effect of which was to produce an early commoditisation of
EPC provision, with fees tumbling to levels that make a car service look
comparatively expensive.

What seems to have evolved from this is a two-tier market, where some
energy assessor businesses have been offering very low fees, as little as
a few hundred pounds to undertake a complex technical task, whilst
established professional surveying or engineering consultancies set out
fees running into thousands of pounds for the same task. How does this
dichotomy work and is it likely to be sustained? One of lives great
truisms is that ‘you get what you pay for’ and this seems to be at the
bottom of the pricing differential.

What is an EPC?

An EPC is a holistic measure of the thermal characteristics of a structure
and to facilitate this, a great deal of data is required on the structural
fabric; how the space is broken down internally and of course, on all of
the plant and machinery. This will often extend to detailed research on
the performance of heating and cooling systems. Pulling this together
can sometimes represent one of the most time-consuming tasks in
preparing an EPC. There is, however, a quicker way of getting the job
done, which is to use generic information on the software system that is
employed to produce the certificate. This is known as the ‘default’
setting, but also represents the lowest performance rating for that
category and as a result, the EPC asset rating points total will be lower
than it could have been.
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As each asset rating band is 25 points on a scale, then losing a few points
may not be crucial, but slipping across the divide to the next tier down is a
less satisfactory outcome and when use of the default is a standard tactic,
then the overall result will be poor and not a true reflection of the building.
Does it matter? For the present perhaps not, while we are at a stage
where EPC asset ratings do not affect market sentiment. An EPC,
however, has a ten-year life and we need to be aware that over time the
profile of energy use is likely to grow in importance, giving today’s cut price
EPC an unfortunate legacy.

Refurbishments

Refurbishment projects which need Building Control approval require an
EPC and a factor that will influence the outcome is the fact that an older
building will almost certainly have an inherently lower asset rating.
Accordingly, some projects which have been undertaken without a planned
approach have produced disappointingly poor outcomes. This may be
disappointing to the owner or occupier looking at their completed
refurbishment, who might reasonably have formed the view that their
scheme would result in a much improved EPC level.

There are valuable tax relief planning opportunities within refurbishments,
which will also help improve project viability. Firstly, when specifying
replacement plant and machinery where this is selected from the Energy
Technology Product List published by The Carbon Trust, the ‘energy
saving’ equipment will attract a 100% first year allowances, as well as
potentially contributing to the EPC asset rating points score. Secondly in
2008, allowances became available for works of improving the insulation
characteristics of existing buildings. This may include upgrading glazing
systems and re-cladding an existing building with a pre-insulated system,
could mean at least part of the cost will attract tax relief.

Possible future changes

EPCs are already being identified as only a partial solution to raising the
awareness of energy efficiency, in that it is just a theoretical measure of a
building’s capacities. It does not in itself guarantee lower running costs;
good disciplines and sensible usage are more fundamental to minimising
energy bills and reducing unnecessary wastage. Thus one idea that has
been postulated in the EC’s recent Energy Performance of Buildings
Directive 2 (which sets out proposals for further strengthening of the EPC
system), is for a joint EPC and DEC (Display Energy Certificate) so that
actual usage can be reconciled with the building’s theoretical performance
capability.

The real difference that will start to emerge in energy performance
certification will be a choice of simple certification only, or a more
consultancy based approach that is able to interpret asset ratings and
provide the advice on how to improve them. With the introduction of the
Carbon Reduction Commitment in two years time imposing another ‘cost’
on property, it becomes more likely that in future, accuracy and the ability
to improve an EPC rating is going to become the important objective for
many larger property owners.

For further advice concerning any of the issues raised in this briefing,
please contact one of our key individuals detailed overpage, or alternatively
call our helpline on 0800 526262. Information on other property tax related
topics can also be found on our website at www.dIcrosherjames.com.
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Whilst every effort has been made to ensure accuracy, information contained in this case study may not be comprehensive and recipients should not act upon it without seeking professional advice.



