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A logical Guide for Customers regarding
Compliance and Assessment Obligations

ESOS: How logical can Manage Your
Compliance

December saw much-needed attention afforded to ESOS -
the Energy Saving Opportunities Scheme, a new piece of
legislation based upon an EU Directive. The objective of ESOS
is to encourage mandatory energy audits, as well as
reporting of compliance to maximise energy saving
opportunities. ESOS requires participants to do 3 things:

1. Measure energy consumption across all areas of the
business

2 Conduct energy audits to identify cost-effective
energy efficiency recommendations

3. Report compliance to the Environment Agency (as the
scheme administrator)

Of course, from a cost management perspective, the
advantage of ESOS’ ability to reduce energy usage is that the
cost for businesses lowers dramatically. To maintain
compliance - and benefit from the savings - your business
may need some assistance.

Choosing a Qualified Assessor

Following the announcement by the government of the
requirement for registration as a Qualified Lead Assessor,
logical has entered into a partnership with a firm of highly
experienced consultants, to ensure the continuation of our
high quality, comprehensive vehicle consultancy service. This
means that we will work on the consultancy with our
partners and supply all necessary submissions to the
authorities as required. logical can thereafter, continue to
monitor performance, make recommendations for change
and ultimately seek to reduce energy consumption and your
underlying business costs.

Large Enterprises

The current target sector is ‘large enterprises’, a definition
which has a number of variables, including 250 employees or
a turnover of U50 million and a balance sheet worth 143
million. Although the scheme is currently focused on large
enterprises, experience of other schemes launched to large
companies tends to lead us to believe the qualification
requirements are bound to move downward to SMEs in due
course to ensure maximum energy efficiency for UK plc. For
SME, even though the legislation might not apply, logical
believe it is a good practise, and of course an effective cost
reduction measure, to apply the same standards to all
business whether they are or are not subject to formal
compliance.

Take Immediate Action

The obligation of companies to comply with ESOS is set in
stone. Large companies need to take urgent action to gather
relevant data, conduct the audit within designated
timescales, and report compliance by 5th December 2015.

Ongoing Audits

Thereafter audits demonstrating compliance are ongoing
with compliance being reported to the regulator every four
years. These audits must be signed off by a Qualified Lead
Assessor and a main board director or highest level manager
if there is no board in the UK.

Deadline for Data Collection

The preparation for audits, including collection and collation
of the data, can be carried out by logical. Itisimportant to
get this under way soon because the data collection 12
month period must straddle the Qualification Date of 31st
December 2014.

What Can logical Do to Help You?

Handling ESOS can be a tricky process, and if you find that
you need help, please get in touch. logical will conduct a no
obligation interview with you to establish whether your
company is ‘large’ as defined in the legislation, and suggest
what support you need in this critical area of compliance. For
our existing clients, much of the data will have been
collected and collated throughout the period of our
relationship. We also have an initial desk based overview of
the need for on-site energy audits, identify where more work
is required in order to meet the compliance criteria, and
which sites or processes can be bundled together to
minimise the onsite investigations.

If your company is identified as below the current definition
threshold, as stated previously, logical are still be able to
support your own efforts towards maximising energy
efficiency — the benefits go straight on your bottom line and
do of course support your company’s Corporate Social
Responsibility. The following qualifying criteria determines
whether you are affected by the legislation or not.
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1 Dol qualify?
1.1 Am| an undertaking?

Only undertakings and groups of undertakings can qualify
for ESOS.

An undertaking is defined as ‘(a) a body corporate or
partnership, or (b) an unincorporated association carrying on
a trade or business, with or without a view to profit’. As such,
the scheme covers, but is not limited to, the following types
of organisations in the UK:

limited companies;

public companies;

trusts;

partnerships;

unincorporated associations; and

not-for-profit bodies (where engaged in a trade or
business).
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Undertakings which meet the qualification criteria will
need to comply with ESOS.

1.2 Qualification as a large undertaking

Your organisation will be in scope of ESOS if it
qualifies as a large undertaking. For the purposes of
ESOS, an undertaking is a large undertaking if it meets
either of the following criteria:

1.1t has 250 or more employees!
2. It has fewer than 250 employees, but has:

9 an annual turnover exceeding 450m and
1 a balance sheet exceeding (143m.

1.3 Qualification via a corporate group

In addition to the qualification route set out above, an
undertaking will also qualify for ESOS if it is part of a
corporate group containing at least one ‘large
undertaking’ (as determined by the criteria outlined
above) within the UK. See Section 3 for more details
on qualification through and participation as a group.

1.4 Determining whether an undertaking meets
the thresholds

In determining whether they meet the financial
thresholds outlined above, undertakings should use
their most recent annual financial statements ending
on or before the qualification date. Sterling figures
must be converted into Euros using the exchange

rate prevailing on the qualification date. You should
use the Bank of England Pounds Sterling — Euros spot
rate. See
http://www.bankofengland.co.uk/boeapps/iadb/Rate
s.asp?Travel=NIxRSx&into=GBP

However, to fully determine if you meet the
qualification criteria you may need to consider older
financial statements. See more information on how
growing organisations that were previously small can
qualify as large (and similarly for information on how
shrinking organisations may still qualify). Sterling
figures in older financial statements must also be
considered using the same conversion rate (i.e. that
prevailing on the qualification date for the
compliance period in question).

2. Verifiable Data

When calculating your total energy consumption, you
will be required to use ‘verifiable data’ (for energy use
or energy spend) for the purposes of identifying areas
of significant energy consumption.

Verifiable data means data that can be evidenced or
otherwise proven and, in the case of summary data,
can be traced back to the primary data source.?

Actual records of energy use/spend should be used
where practicable. For example, electricity invoices
are considered a source of verifiable data.

3. Roles and responsibilities
3.1. Participants and Lead Assessors

The table below sets out the roles of both the
participant and Lead Assessors in completing ESOS
Assessments. However, it is important to note that
overall legal responsibility for compliance remains
with the participant. The table is only a guide as to
what actions you should expect your Lead Assessor to
complete.

The table is based on the assumption that the Lead
Assessor conducts the audits. However, the
allocation of roles would differ for a participant that
uses a Lead Assessor to review energy audits that had
been conducted by individuals other than approved
Lead Assessors. For example, in the case that an
external Lead Assessor was contracted to review in-
house work by people who are not Lead Assessors, it
would be up to the participant to identify energy
saving opportunities.
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Work to be undertaken by

Requirement/action:

ESOS participant Lead Assessor

Overall responsibility for compliance with ESOS

K

Appoint Lead Assessor

Highlight any audit work already undertaken

Agree audit methodology for new audits

Define scope of audits

Agree audit timetable

Agree sampling approach

Agree No. of site visits required

Make available data for audit
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Identify energy saving opportunities

Calculate energy/cost savings of measures identified (LCCA or
another method, e.g., SPP)

Determine energy use profiles

Present audit(s) recommendations

Review overall ESOS Assessment

x| x|l X X R

Obtain director(s)/senior managers sign off of audit(s)
findings and recommendations

Notify the Scheme Administrator of compliance by the
compliance date

Maintain an ESOS Evidence Pack to substantiate the audit(s)
and its findings and recommendations

4. Transport specific considerations

Energy consumption from transport is included within
the scope of ESOS.

You are only required to include transport where your
organisation is supplied with the fuel, not where you
procure a transportation service that includes an indirect
payment for the fuel consumption (e.g. train or flight
ticket includes an indirect payment for the fuel
consumed).

5. Who accounts for the fuel?

Under ESOS, it is the party that is supplied with the
energy for use in its business (i.e. within a car, train,
aircraft or ship) that must account for the consumption
in its ESOS Assessment.

ESOS does not require participants to measure and audit
fuel which they are not supplied with and do not use in
their business. Therefore, if your organisation uses

contractors to carry out transport activities on its behalf,
these operations would be

exempt from your ESOS Assessment, but may be part of
the contractor’s ESOS Assessment, if they qualify.

6. Company Cars

The energy (fuel/electricity) consumption of vehicles
owned or leased by the participant will be within the
scope of ESOS. Specifically, it is the fuel/electricity usage
which is paid for by the company and consumed in
undertaking company business that is in scope.

Fuel/electricity consumption associated with the
personal use of company-owned cars is not considered
within scope of ESOS, as the fuel is not being used for
company business.

7. Grey Fleet

The term ‘grey fleet’ refers to vehicles not owned by the
company, but instead owned by its employees, owners,
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directors or other persons related to the company; and
used in undertaking company business.

The fuel consumption within a participant’s grey fleet
will be considered within scope of ESOS where the
participant makes payment to the vehicle owner in
relation to the use of the vehicle on business (e.g.on a
pence per mile basis).

This is because this fuel is being used in journeys
undertaken on the business of the participant and the
participant has an influence over whether and how such
journeys are undertaken - e.g. the participant may
require that customer visits are done in person rather
than via telephone.

If the participant does not make such a payment in
relation to the use of the vehicle, then it is considered
outside the scope of ESOS. So, for example, the fuel
consumption associated with employees commuting to
work is not considered with scope of ESOS.

8. Commuting

The fuel/energy consumption associated with employees
o
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