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Introduction

The Enhanced SME Test is a policy assessment tool designed to ensure that the interests
and capacities of Small and Medium-sized Enterprises (SMEs) are adequately considered
during the development of new polices, legislation (primary or secondary), and regulatory

compliance requirements.

The 2023 Recast Energy Efficiency Directive (EED) is a central component of the European
Union’s Fit for 55 package, aimed at advancing the EU’s climate and energy objectives

through enhanced energy efficiency measures.

An assessment of the EED by DECC identified 11 of the articles as relevant for the
Enhanced SME test. These were EED articles 5, 6, 7, 8, 9, 10,11, 22, 28, 29 & 30. These

articles encompass a broad spectrum of areas, including:

e Public Sector Energy Efficiency Requirements (Articles 5-7)

e Energy efficiency obligation schemes (Articles 8-10)

e Energy audits and management systems (Article 11)

e Consumer Information (Article 22)

o Development of energy efficiency skills (Article 28)

¢ Promotion of energy services (Article 29)

e Access to energy efficiency financing (Article 30)
This comprehensive scope underscores the importance of evaluating the impact of the EED
on SMEs, ensuring that regulatory obligations are proportionate and opportunities for SME

participation in the energy transition.

Screening question

Is the new policy, primary or secondary legislation, or regulatory compliance

requirement relevant for SMEs?
The following questions must be answered:

* Are SMEs within the scope of the measure? Yes XINo I
+ Does the measure specifically target SMEs? Yes X No O

» Wil or could SMEs be impacted directly or indirectly by the measure? Yes X No O
* Are SME impacts likely to be more substantial than on other companies, for example,

in terms of adverse effects? Yes [ No



If you said yes to any of the above, complete Sections 1-5.

1 Consultation

1. What consultation will’/has taken place to capture input from the SME community,

particularly those most impacted by this measure?

Public consultation O

Online consultation O

Consultation with SME representative bodies

Notifications of consultation to database of interested stakeholders O
Interviews and panels with experts O

Webinars [

Roundtables [

Public meetings [

Other
If Other, please provide details:

In order to complete the requirements of the Enhanced SME test, the department engaged
in targeted consultations with key SME representative bodies. An offer of a presentation on
the EED and a consultation on its impacts on SMEs was made by DECC officials to the
Small Firms Association, IBEC, ISME and Chambers Ireland. These offers were accepted by

the Small Firms Association and Chambers Ireland.

Online meetings were held with both organisations, during which DECC delivered a detailed
presentation on the Recast Energy Efficiency Directive, with particular emphasis on the

articles outlined above as being the most relevant to SMEs.

Both Chambers Ireland and the Small Firms Association welcomed the opportunity to
engage with DECC on the EED and appreciated the Department’s efforts to present the

Directive in a clear and accessible manner.



The SFA submitted a report with their observations and thoughts on the EED presentation

and the directive itself. The following were the main themes and issues raised by the SFA in

their submission:

Awareness and Capacity constraints: SMEs often face challenges in
understanding, interpreting and then implementing complex EU legislation. The SFA
stressed the importance of clear and accessible information and awareness-raising
initiatives tailored to the SME context. It highlighted that most SMEs are time poor,
given the large and increased amount of regulation affecting businesses, meaning
that having clear accessible information on how to fulfil the requirements was very
important.

Administrative and financial burden: There were concerns raised in the SFA
report about certain provisions in the EED that could impose disproportionate
burdens on SMEs. As set out above, most SMEs are time poor, so new
administrative burdens would not be easy to absorb. This was highlighted specifically
in relation to article 7 (public procurement) and article 11 (energy audits) where they
called for either a simplified process or an extension of deadlines to give SMEs more
time to prepare for any new requirements and better opportunities to tender for work
required to meet obligations under Articles 5 and 6. The SFA also welcomed the
expansion of public procurement under Article 7 to include the ‘purchase’ of buildings
provided it does not directly affect small business bidders except in subcontracting
situations.

Support Mechanisms: The SFA highlighted in numerous places across their report
that they support any and all supports that can provided for SMEs, whether that is
either financial support, or tax relief measures or access to training and advisory
services. Information on energy efficiency supports available to SMEs was provided
to both SFA and Chambers Ireland.

Ongoing Engagement: The SFA stressed the importance of ongoing engagement
between the department and the SFA in the future. DECC agreed to engage in an

SFA webinar on energy efficiency, if that was sought.

SFA Requests

Article 5: The SFA requested a simplified procurement process which will enable
more small businesses that are generally time poor to participate and hopefully

secure retrofit projects at public sector facilities.



Article 6: Similar to article 5 the SFA requested that, if certain energy renovation
upgrades at public sector facilities falls under the public procurement process, that
the process needs to be more user-friendly and time-efficient for small businesses to

apply for as they are generally time poor.

Article 7: The SFA welcomed the expansion of public procurement to include the
‘purchase’ of buildings provided it does not directly affect small business bidders

except in subcontracting situations.

Article 8-10: The SFA agreed with the department that the small businesses can
benefit from an increased Energy Efficiency Obligation scheme (EEQOS) by

leveraging the financial and technical support offered by the obligated parties.

Article 11: The SFA recommended that an exemption for small businesses requiring
an energy management system be introduced. If an exemption for small businesses
is not feasible, then an extension of the October 2027 deadline would be the next

preferable option.

Article 22: The SFA welcomed the aim of Article 22 to reduce the complexity for
homeowners and market players. The SFA believe that the Department and other
relevant stakeholders must collaborate in order develop and execute a multi-pronged
communications campaign about retrofitting and supports for small businesses and

will participate in any communications initiative.

Article 28: SFA has called for voucher schemes and the increased availability of

training programmes to enable people to upskill.

Article 29: The SFA supported any measures by the Department to promote the
energy services market. They also supported the development of quality-based
labels based on European / international standards provided that they are cost

effective.

Article 30: The SFA welcomed any access to financial assistance for SMEs or tax
relief measures to enable retrofitting or the implementation of energy management

systems.
Chambers Ireland Requests
Article 28: Chambers Ireland had a query whether the training mentioned in article

28 going to be funded by the National Training Fund. DECC enquired on this matter

and responded.



2 ldentification of affected businesses

2a: Please identify the type of SMEs that will be directly or indirectly (i.e. SMEs not in
scope, but potentially affected indirectly, for instance through impacts on supply

chain) affected by proposed policy change:
Micro (1-9 employees) [J

Small (10-49 employees) [

Medium (50-249) employees [J

All of the above

2b: Has an estimate been carried out of the numbers of micro, small and medium
companies affected directly or indirectly by the measure?

Yes O No

2c: Will the proposed policy change have a greater impact on SMEs in any particular
economic sector?
Yes [ No

If Yes, please specify.

2d: Will the proposed policy change have a greater impact on SMEs in any particular
region?
Yes O No

If Yes, please specify.

3 Assessment of the impacts on SMEs

3a: What are the expected positive impacts of the policy change on SMEs?



* Improved regulatory framework Yes X No I
* Improved working conditions Yes [0 No

» Cost savings Yes Xl No I

If other, please provide details:

The Recast Energy Efficiency Directive is expected to generate a range of positive outcomes
for SMEs, both directly and indirectly. In addition to the key themes discussed during the

consultations, several benefits and opportunities from the EED for SMEs were identified:

¢ Increased Business Opportunities: The EED will drive demand for energy
efficiency services, particularly through initiatives such as the retrofitting of public
buildings. This is expected to generate significant work opportunities across the
retrofit supply chain, which is predominantly composed of micro, small, and medium-
sized enterprises.

e Enhanced Access to support through the EEOS: SMEs stand to benefit from an
expanded Energy Efficiency Obligation Scheme (EEOS), which offers both financial
and technical assistance through obligated parties. These supports can help SMEs
implement cost effective energy saving measures and improve their competitiveness.

e Improved Market Transparency: Through information provision requirements, the
EED aims to simplify the complexities of retrofitting for homeowners. This, in turn, is
anticipated to increase demand for retrofit services, creating further opportunities for

SMEs active in the construction, energy and services sectors.

Stakeholder Endorsement

The Small Firms Association (SFA), which participated in stakeholder consultations,
expressed strong support for the Department’s approach and recognised the value of the

EED in fostering a more coherent and accessible energy efficiency framework for SMEs.

e The SFA concurred with the with the Departments view that “One-size-fits-all”
solution is not appropriate foe the SMEs sector and welcomed the intent of Article 22
to simplify processes for both market actors and end-users.

e The SFA acknowledged the article’s focus on building and maintaining a robust
energy efficiency ecosystem, where all stakeholders — from service providers to

beneficiaries are aligned and supported.



The SFA strongly supported the introduction and expansion of dedicated schemes designed
to assist SMEs in transitioning to more energy efficient practices. Some examples of these

include:

e Technical Assistance Grants for Businesses

e Accelerated Capital Allowance (ACA)

e Business Energy Upgrades Scheme

e Support Scheme for Energy Audits

e SEAI Energy Academy

e Energy Labelling

e Enerqy Performance Contracting

These schemes collectively aim to lower barriers to action, increase knowledge and skills

and provide financial support tailored to the needs of smaller enterprises.

3b: Will the proposed changes result in any of the following impacts for SMEs?

* Administrative costs, including the obligation to provide information on the activities
or products of the company, including one-off and recurring administrative costs?
Yes X No O

» Compliance costs, including the obligation to pay fees or duties; and costs created

by the obligation to adapt the nature of the product/service and/or production/service
delivery process to meet economic, social or environmental standards. Yes X No OJ

* Other impacts, including on business entry and exit; competition and

competitiveness? Yes X No [J

* Discourage entrepreneurship or innovation? Yes [0 No

* Impacts of any proposed exemption thresholds on business growth? Yes [0 No
* Impacts on SME population composition and location? Yes [0 No

* Additional reporting requirements? Yes XINo [


https://www.seai.ie/grants/business-grants/rapid-approval/technical-assistance-grant
https://www.seai.ie/business-and-public-sector/business-grants-and-supports/accelerated-capital-allowance/
https://www.seai.ie/sites/default/files/2024-11/BEUS-Grant-Guidelines-2024.pdf
https://www.seai.ie/blog/support-for-energy-audits
https://www.seai.ie/energyacademy/
https://www.seai.ie/home-energy/energy-labelling-and-ecodesign/
https://www.seai.ie/grants/business-grants/contracting-support-scheme/energy-contracting

4 Assessment of alternative options and mitigating

measures

4a. If the analysis above has shown that the proposed policy changes will result in

negative impacts on SMEs, has there been consideration of any measures to mitigate

against these impacts.

Examples of mitigating measures include

Exemption for certain SME cohorts (e.g. micros);

Simplification of administrative procedures and use of plain English;

Reduction of information requirements;

Less onerous or less frequent inspection regimes for small businesses;

Provision of longer transitions periods for SMEs so that they can have more time to
allocate resources when dealing with policies;

Lower administrative fees;

Access to financing or lower interest rates in order to comply;

Training and assistance with compliance;

Requirement for SMEs to have only to register for a certain activity rather than having
to be fully licensed;

One-stop shops.

Yes X No O

Please provide details.

While the Recast Energy Efficiency Directive introduces a range of benefits for SMEs, it also

imposes new administrative responsibilities, particularly in areas such as procurement

procedures (Article 7) and amended energy auditing obligations (Article 11). These

requirements may place additional demands on SMEs in terms of compliance and resource

allocation.

As the EED is a European directive, the department has limited discretion in altering or

exempting provisions during transposition. Full and accurate implementation is essential to

ensure Ireland meets its binding targets and obligations, and to avoid potential infringement

proceedings from the European Commission.

Nevertheless, Ireland has actively sought to mitigate unnecessary burdens on SMEs within

the confines of EU law. To this end, Ireland co-signed a non-paper initiated by Germany, which

was also supported by France and Finland. The non-paper urged the European Commission

9



to revise its guidance on article 11, which in its current form would require all enterprises linked
to larger company groups, including SMEs, to conduct energy audits across throughout the

EU. This measure could significantly increase administrative workload and costs for SMEs.

This proactive intervention by Ireland on this matter was strongly supported by both Chambers
Ireland and the SFA, who both expressed strong support for Ireland’s position. They welcomed
the proactive steps taken to represent Irish SME interests at EU level. The Department stated
its ongoing commitment to ensuring proportionate and practical implementation of the EED for
SMEs.

5 Post-completion of SME Test

5a: Have you noted the outcome of the SME Test identifying the impacts and
provision for mitigating measures, under the Impacts section of the Memorandum for
Government proposing the policy changes?

Yes O No

5b: Have you made this form available publicly on your Department website?

Yes X No O

If not, please give reason why
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