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About this document

Energy efficiency plays an important role in lowering energy bills for households and businesses; improving occupant
comfort, health and productivity; saving energy (reducing wastage) for the wider economy; improving resilience to

extreme weather and blackouts (peak demand); and reducing emissions.

In February 2019 the COAG Energy Council agreed to the Trajectory for Low Energy Buildings (the Trajectory) —a
national plan that sets a trajectory towards zero energy (and carbon) ready buildings for Australia. One of the actions in

the Trajectory was for COAG Energy Council to consider options for improving existing buildings in late 2019."

This document forms an addendum to the Trajectory and outlines the opportunities for improving existing buildings,
both commercial and residential. It should be read in conjunction with the Trajectory. It has been developed
cooperatively between Commonwealth, State and Territory Governments, and identifies cost effective opportunities and
a work program for energy efficiency improvements throughout the building system, from thermal performance to

appliance energy usage and renewable energy generation.

This document acknowledges the strong calls from energy consumer groups and many in the building and building
products sectors to improve the energy performance and affordability of operating existing buildings. Extensive
stakeholder consultation was conducted over a one year period with over 600 stakeholders engaged through this
process, consisting of representatives and experts from a range of sectors including: building and property, appliance
and technology, energy supply and distribution, household energy consumer advocacy groups, academia and different

levels of government.

This Trajectory Addendum and its underlying reports, sets out a plan for the future work of the Council and other

relevant government bodies.

1 COAG Energy Council, Trajectory for low energy buildings 2018, page 3, viewed September 2019, <http://coagenergycouncil.gov.au/sites/
prod.energycouncil/files/publications/documents/ Trajectory%20for%20Low%20Energy%20Buildings.pdf>
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Progress to date

Australia has made important progress in improving the energy performance of existing buildings:

e All buildings constructed since 2006 have been subject to energy efficiency standards in the National Construction

Code (NCC), and represent a growing proportion of the building stock.

*  More than one in five Australian households now have solar panels installed on their roof — the highest rate per capita

in the world.?

e Lighting technologies have undergone significant improvements in the past decade, achieving substantial energy

efficiency gains and moved towards efficient LED lighting.

*  Appliance efficiency has significantly improved, largely due to requirements under the Greenhouse and Energy

Minimum Standards (GEMS) Act (and its state and territory predecessors).
*  Energy efliciency disclosure for existing homes has been operating in the ACT since 1997.

* Energy efliciency obligation (EEO) schemes, grants and rebates have provided assistance to thousands of households

and businesses to improve their energy efficiency.

e Building rating systems such as Green Star and the National Australian Built Environment Rating System (NABERS),
as well as mandatory disclosure under the Commercial Building Disclosure Program, have been effective in motivating

owners of commercial buildings to make energy efficiency improvements.

e In 2019, for the ninth year running, Australian property companies dominated the GRESB (Global Real Estate

Sustainability Benchmark) confirming Australia’s leading market suppliers as global leaders in real estate sustainability.

Why action is needed to improve
existing buildings

Coordinated action on energy efficiency for existing buildings is needed because:

* By 2050, an estimated 7 million existing homes and a third® of commercial buildings will not have been subject to

improved energy efficiency measures in the NCC - resulting in missed opportunities for energy and emissions savings,

and health benefits.

*  Households and businesses in older existing buildings typically have higher than necessary energy bills. The technical

nature of energy efficiency can be difficult and time consuming for most consumers to locate and understand the

2 Clean Energy Regulator, Small-scale renewable energy hots record-breaking capacity in Australia, viewed September 2019,
<http://www.cleanenergyregulator.gov.au/About/Pages/News%20and%20updates/Newsltem.aspx?Listld=19b4efbb-6f5d-4637-94c4-
121c1f96fcfe&Itemld=417>

3 Energy Action, Achieving Low Energy Commercial Buildings in Australia, Energy Action Final Report November 2018, page 8, viewed
September <http://www.coagenergycouncil.gov.au/sites/prod.energycouncil/files/publications/documents/Achieving%20Low%20Energy %20
Commercial%20Buildings%20in%20Australia_0.pdf>
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various benefits and costs.* This can make people more risk averse to invest in making upgrades where energy
savings are uncertain. Also, the market may not incentivise cost effective energy efficiency improvements to
buildings where the higher operating costs are borne by occupants who are not the owner

(i.e. renters).

e Preliminary modelling® indicates that implementing proposed policies for improving the energy efficiency of
existing houses (NCC Class 1 only) in 2025 in all jurisdictions could deliver a net present value of $3.4 billion
and reduce greenhouse gas emissions by 40.3 Mt CO2-e by 2050. For commercial buildings, policies could deliver
a net present value of over $8.4 billion and reduce greenhouse gas emissions by 26.6 Mt CO2-e by 2030 and
87.5 Mt COz-¢ by 2050.

e Changes in energy usage by buildings has a significant impact on the reliability of the energy grid. Buildings
account for up to 20 per cent of Australia’s final energy consumption and 55 per cent of final electricity use.”®
The growth in household air conditioning is the major contributor to peak electricity demand, especially on hot

summer afternoons. This is a key driver of investment in generation and network capacity.’

Updates to the trajectory addendum

Future updates to this Trajectory Addendum for existing buildings will occur every three years, in the year following
updates to the Trajectory for new buildings. This aims to focus resources on new buildings followed by existing
buildings, while considering implications across the sector. Updates will consider new opportunities, the changing cost

effectiveness of potential initiatives and initiatives in future years (beyond 2025 as shown on the following page).

4 Final Regulation Impact Statement for Decision (Final RIS 2009-06): Proposal to Revise the Energy Efficiency Requirements of the Building
Code of Australia for Residential Buildings — classes 1,2,4 and 10, Australian Building Codes Board, page 43, viewed
September 2019.

5 Final Regulation Impact Statement for Decision (Final RIS 2009-06): Proposal to Revise the Energy Efficiency Requirements of the Building
Code of Australia for Residential Buildings — classes 1,2,4 and 10, Australian Building Codes Board, page 43, viewed September 2019.

6 Modelling in the Report for Achieving Low Energy Existing Homes was based on data available at the time of writing and will require further
analysis before policies are implemented.

7 Department of the Environment and Energy, Australian Energy Update 2019 — Table H, viewed September 2019,
<http://www.energy.gov.au/publications/australian-energy-update-2019>

8 Figures for building energy and electricity use are based on consumption in residential, commercial and construction sectors.

9 Australian Government Productivity Commission, Electricity Network Regulatory Frameworks Productivity Commission Inquiry Report,
volume 1, no 62, 9 April 2013, pages 16-17, <http://www.pc.gov.au/inquiries/completed/electricity/report>
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rigre : TRAJECTORY FOR LOW ENERGY EXISTING BUILDINGS

PHASE 1 initiatives

© By end-2020:

e Complete investigations of
additional opportunities for
Commonwealth, State and
Territory financial incentives
that support energy
efficiency upgrades.

Deliver NABERS Energy

entry path to three new
building sectors.

BUILDINGS

Complete research into
whether improved minimum
performance standards
(MEPS) for specific building
products are feasible.

Update the trajectory if
needed as a result of
these initiatives or other
external initiatives.

COMMERCIAL

o

By end-2020:

e Establish targeted initiatives for
strata titled buildings, or variations of
the ‘Targeted Residential Building
Policies’, which improve their
energy efficiency.

Complete investigations of additional
opportunities for Commonwealth,
State and Territory financial incentives
that support energy efficiency
upgrades, including for regional and
remote areas; public, aboriginal and
community housing; and other low
income and vulnerable households.

BUILDINGS

Establish a national dataset collection
and analysis process, building on
existing jurisdictional work, which
supports the development and
delivery of policies.

Update the trajectory if needed as a
result of these initiatives or other
&  external initiatives.

RESIDENTIAL

By mid-2021:

e Deliver information resources and training about

energy efficiency improvements for existing
commercial buildings and retrofits by sector.

building sector e.g. schools.

not able to be covered by benchmarked ratings.

Investigate the feasibility of mechanisms for
achieving the optimisation of maintenance
and performance of Heating, Ventilation

and Air-Conditioning (HVAC) equipment

and controls.

By end-2021:

e Complete the investigation into opportunities to

strengthen and expand Energy Efficiency
Obligations (EEQ) schemes.

® Develop an approach across jurisdictions to
demonstrate leadership and drive market
development through energy productivity in
government operations.

2021

o

By mid-2021:

e Deliver information resources and training about
energy efficiency improvements for existing
homes and renovations, and tools that support
improvements being made.

Establish a national framework for energy
efficiency disclosure, building on existing
jurisdictional work, including the National
Collaborative Approach to Residential Building
Ratings and Disclosure — Principles, which
outlines the settings for disclosure schemes
that can be adopted and implemented

by jurisdictions.

By end-2021:

o Complete the investigation into opportunities
to strengthen and expand EEO schemes,
including exploring the potential for a national
administrator to centralise administrative tasks
such as product registration.

e |mplement the national dataset process for
existing homes.

Deliver NABERS Energy rating to one major new

Deliver NABERS Energy verification for buildings

O By mid-2022:

e Review the Commercial Building
Disclosure (CBD) Program to
expand into other types of
buildings for which voluntary
NABERS ratings exist.

Deliver increased and
strengthened energy efficiency
requirements for renovations of
buildings through the NCC.

Establish other targeted
financial initiatives that may be
required to support the
implementation of the ‘Targeted
Building Policies'.

Deliver NABERS Energy

ratings to two more new

major building sectors

e.g. industrial buildings,

retail tenancies.

Report on progress and
recommended next steps.

2022

By mid-2022:

e Establish a national framework
for minimum energy efficiency
requirements for rental
properties, building on existing
jurisdictional work, which
outlines the settings for minimum
rental standard schemes that can
be adopted and implemented
by jurisdictions.

Work with jurisdiction building
regulators to strengthen a
national consistent approach to
applying the requirements in the
NCC for major renovations.

Identify other targeted financial

support the implementation of
disclosure and minimum rental
standard schemes.

Report on progress and
& recommended next steps.

initiatives that may be required to

© By end-2022;

PHASE 2 Initiatives >
will be further considered end-2022 following completion of Phase 1
© By mid-2023: O By 2025:
e Deliver NABERS e Review the CBD Program to

o Strengthen the private energy
services sector through a program
of education and awareness for
industry and consumers to
stimulate both supply and demand.
Establish a mechanism to monitor
and measure energy efficiency
improvements generated by Energy
Service Companies and the
different options they offer,

e.g. Energy Performance Contracts.
Conduct a cost benefit analysis of

the full expected costs of initiatives
to be taken forward into Phase 2.

|dentify any additional measures
for appliance energy efficiency
that are needed to support the
implementation of ‘Targeted
Commercial Building Policies'.

By end-2022:

e Conduct a cost benefit analysis
of the full expected costs of
initiatives to be taken forward
into Phase 2.

|dentify any additional measures
for appliance energy efficiency
that are needed to support the
implementation of ‘Targeted
Residential Building Policies'.

Energy ratings to
two more new
major building
sectors

e.g. supermarkets
and aged care.

O By 2024

e Fxpand the
coverage of
voluntary
NABERS
Energy
ratings to all
major
building
types.

2023 2024

By mid-2023:

e Jurisdictions commence
processes to implement
disclosure and rental
schemes if not
implemented already,
based on the national
frameworks and cost
benefit analysis and

&  adjusted as appropriate. ¢

expand mandatory
disclosure of NABERS
ratings to all commercial
buildings.

Review the Trajectory and
identify other initiatives or
variations of the ‘Targeted
Commercial Building
Policies” that may be
required for specific
commercial sub-groups.

2025

By end-2025:

e Jurisdictions implement
disclosure and rental schemes
based on the national
frameworks.

o Review the Trajectory and identify
other initiatives or variations of
the ‘Targeted Residential Building
Policies’ that may be required for
specific household sub-groups.

Note: This diagram is designed to be printed at A3 size.



Work program

The following work program, which expands on the information provided in the previous timeline, should be taken to
improve existing buildings. More information is provided in the Report for Achieving Low Energy Existing Homes and
the Achieving Low Energy Existing Commercial Buildings in Australia report. Note: this Addendum does not imply
commitment to either the specific costs or implementation strategies employed in modelling by EY for the Achieving

Low Energy Existing Commercial Buildings in Australia report.

This work program and suite of policies are divided into three core areas:

Enabling Mechanisms
provide the foundations for improvements

Targeted Building Policies

overcome specific market barriers

Supporting Measures

assist with the transition most cost effectively

The national collaborative approaches referred to in this work program are intended as a baseline scenario, and should
not limit or erode more ambitious jurisdiction initiatives. The work program should also address affordability

implications for households (tenants and home owners) and businesses as the initiatives are developed.

Implementation of these initiatives will require further detailed consultation with stakeholders, some will be subject to
future jurisdiction approval processes and further detailed work, and some will be subject to a Commonwealth or State/

Territory Regulatory Impact Statement process.
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Residential buildings

Enabling mechanisms

These mechanisms have been identified as foundational elements for enabling other policies to be implemented. They

support improved energy efficiency decision-making by those involved at the different stages of the building cycle.

*  Practical guidance for household consumers: Practical guidance should be delivered that is tailored for different
households and industry audiences, and explains the ‘what, ‘why’ and ‘how’ of upgrading the energy
performance of existing homes, and leverages the existing “Your Home’ resource. This can assist those involved at

the different stages of the process to make more informed decisions.

o Supply chain development: Industry training should be delivered, which improves the knowledge and skills of
building professionals and trades, by explaining ‘what’ elemental and systematic changes can improve energy
performance, ‘why’ these changes should be made and ‘how’ these changes can be made. This will ensure all those
involved in the process have the ability to implement energy efficiency improvements and should enable consumers’

greater access to energy saving products.

e Energy ratings and rools: A home energy rating framework for existing homes should be delivered, which leverages
the Nationwide House Energy Rating Scheme (NatHERS) framework and accommodates rating tools. This can
simplify complex energy efficiency information for households and provide useful information on opportunities

for improvement.

Targeted residential building policies

These policies address specific barriers present at different stages of a home’s life. They have the potential to encourage

all households to undertake energy efficiency upgrades.

e Energy efficiency disclosure: A national framework for energy efficiency disclosure should be delivered, which outlines
policy parameters for adaptation and implementation by jurisdictions, subject to a jurisdiction regulatory impact
statement. Disclosure of a home’s energy efficiency performance at the point of sale can ensure buyers have relevant
information to make more informed choices. This information may encourage improvements by either the seller

or buyer.

*  Minimum rental requirements: A national framework for minimum energy efficiency rental requirements should be
delivered, which outlines approaches and technical settings for minimum rental requirement schemes for adaptation
and implementation by jurisdictions, subject to a jurisdiction regulatory impact statement. Setting minimum
requirements before properties are rented can ensure those most vulnerable in the community have access to

healthier and more affordable housing.

o Energy efficiency requirements for renovations: Energy efficiency requirements for renovations should be strengthened
to ensure retrofits are realised at least cost while tradespeople are on site and other renovations are being undertaken.

This should include:

—  Working with jurisdictional building regulators to strengthen the jurisdictional approach to applying the

requirements in the NCC for major renovations so they become clearer and more consistent nationally.

—  Providing households with information and tools relevant to their situation that encourages energy efliciency

upgrades for smaller renovations and appliance end-of-life.
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Supporting measures

While the targeted residential buildings policies will encourage the upgrade of the majority of Australian homes, other

policies can support the smooth transition and implementation of these policies.

o Opportunities for Strata titled buildings: Further analysis should be delivered to identify the initiatives that would see
energy efficiency benefits realised in strata titled buildings and common areas. Strata titled buildings face unique

challenges due to the need for collective decision-making or other physical constraints.

*  Financial incentives: Targeted financial initiatives should help households and industry transition towards greater
energy efficiency. This will address issues of motivation, awareness, and the capital constraints associated with energy
efficiency upgrades. This is particularly important to support regulatory measures such as minimum rental
requirements, which could present an unaffordable cost for many landlords and put pressure on rents for tenants.

In addition to recognising the activity occurring through state and territory energy efficiency obligation schemes
(including work on strengthening and expanding EEO schemes), this should include investigating how energy
efficiency obligation schemes, financial incentives such as rebates, and Commonwealth and jurisdictional tax

incentives could best be coordinated to support the transition to low energy homes.

o Support vulnerable households: Vulnerable households face unique challenges. The policies noted previously should
be developed with consideration of their impacts on vulnerable consumers, to ensure a fair distribution of costs
and benefits is achieved. This includes consideration of households in regional and remote areas; public, aboriginal
and community housing; and other low income and vulnerable households (both owner occupiers and renters).
This should be supported by the work program progressing Recommendation 6.6 of the Independent Review into
the Future Security of the National Electricity Market — Blueprint for the Future (the Finkel Review). '

*  Greenhouse and Energy Minimum Standards (GEMS): Continual improvements in appliance energy efficiency should
be progressed through GEMS. Improving the minimum performance and increased labelling of appliances supports

consumers in existing homes to be able to choose more efficient appliances when they upgrade.

*  Data collection and analysis: A national dataset and collection process should be established for existing homes.

This will help to ensure that policies are appropriately targeted, developed and assessed into the future.

*  Other rargeted initiatives: Other targeted initiatives should be identified, which are tailored to address specific
circumstances. This includes:
— Investigation of ways to drive availability and uptake of high performance building products.
— Regional and remote areas.
— DPublic, aboriginal and community housing,.

— Low income and vulnerable households.

10 Recommendation 6.6 of the Finkel Review stated that the COAG Energy Council should identify opportunities to accelerate the roll out
of programs that improve access by low income houscholds to distributed energy resources and improvements in energy efficiency; and
identify options for subsidised funding mechanisms for the supply of energy efficient appliances, rooftop solar photovoltaic and battery
storage systems for low income consumers.
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Commercial buildings

Enabling mechanisms

These mechanisms have been identified as foundational elements for enabling other policies to be implemented.

They support improved energy efficiency decision-making by those involved at the different stages of the building cycle.

e Practical guidance for business consumers: Practical guidance should be delivered that is tailored for commercial
building owners, operators and industry and explains the ‘what’, ‘why” and ‘how’ of upgrading the ener
g p ry p y pPg g gy
performance of existing buildings. This will ensure those involved at the different stages of the process are able to

make more informed decisions.

o Supply chain development: Skills and training should be delivered for industry that explains ‘what’ elemental and
systematic changes can improve energy performance, ‘why’ businesses should make these changes and ‘how’ these
changes can be made. This will ensure all those involved in the process have the ability to implement energy

efficiency improvements.

e Energy rating tools: The coverage of voluntary NABERS Energy ratings should be expanded to all major building types
so that all existing buildings can benefit from ratings. Building energy ratings can simplify complex energy
information for building owners and managers, and provide a benchmark that informs the business case for making
improvements. NABERS should also be extended to provide an early indication of energy performance for buildings
where benchmarked star ratings are not yet available. NABERS will develop streamlined online interfaces to improve

delivery, as well as update existing tools to reflect changes in industry and energy network trends and policy.

Targeted commercial building policies

These policies address specific barriers present at different stages of a commercial buildings lifecycle. They have the

potential to encourage all commercial buildings to undertake energy efficiency upgrades.

e Expand the Commercial Building Disclosure (CBD) Program: The CBD Program that mandates disclosure of NABERS
ratings for office buildings should be expanded. Disclosure of energy efficiency ratings at the point of sale or lease
enables prospective owners and tenants to make informed decisions and encourages owners to improve the energy

efficiency performance of their buildings. The expansion of the CBD Program should include:

— Reviewing the CBD Program to expand into other types of buildings for which voluntary NABERS rating exist,

and then in future years to all commercial buildings; and

—  Considering the inclusion of a Heating Ventilation and Air Conditioning “health check” audit or rating and
inclusion of a Smart Readiness Indicator (SRI) which would raise awareness about the benefits of smart

technologies and ICT in buildings.

e Improve Heating, Ventilation, and Air-conditioning (HVAC): The feasibility of regulatory mechanisms most suitable for
achieving the optimisation of maintenance and performance of HVAC equipment and controls should be
investigated. Improving HVAC systems in existing buildings can deliver significant benefits such as a reduction in

utility bills, increased comfort of occupants, more reliable indoor temperatures, and lower environmental impact.

This includes:

—  Considering the coordination of activities with the phase—out of ozone depleting hydrochloroﬂuorocarbon
(HCEC) refrigerants and the phase-down of synthetic greenhouse gas hydrofluorocarbon (HFC) refrigerants in

line with a least-disruption model, including financial incentives.
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o Energy efficiency requirements for renovations: Energy efficiency requirements for renovations should be strengthened.

This should include:

—  Working with jurisdiction building regulators to strengthen the jurisdictional approach to the requirements in
the NCC for major renovations so they become clearer and make the most of the opportunities to improve

energy efficiency available at the time of renovation.

— Providing building owners and managers with information and tools relevant to their situation that encourages

energy efficiency upgrades for smaller renovations and appliance end-of-life.

o Improve energy productivity in government operations: As part of NEPP measure 12, an approach should be developed

across jurisdictions to demonstrate leadership and drive market development in related services and technologies by:
— Examining government building energy use and identifying cost-effective energy efficiency opportunities

—  Utilising existing, or introducing new funding mechanisms to aid uptake of energy efficiency measures,
alongside committing to cost-effective energy efficiency measures under particular timeframes for

owned buildings.

— Adopting ambitious policies and procurement that preference the leasing of offices and hotels with higher

minimum NABERS ratings.

Supporting measures

While the targeted commercial buildings policies will encourage upgrades to the majority of commercial buildings

classes, other mechanisms can support their smooth transition and implementation.

Financial initiatives: Targeted financial initiatives should be established that help businesses and industry transition
towards greater energy efficiency. This will address issues of motivation, awareness, and the capital constraints

associated with energy efficiency upgrades. This includes:

—  Establishing or expanding an interjurisdictional working group to plan and implement better leveraging of
financial options such as access to private finance that help commercial building owners and industry transition

to higher energy efficiency performance.

- Investigating opportunities for Commonwealth and jurisdictional financial incentives that support energy

efficiency upgrades.

—  Continuing and building on interjurisdictional collaboration with respect to Energy Efficiency Obligation

schemes and looking for opportunities for cooperation and expansion.

—  Strengthening the private energy services sector through a program of education and awareness for industry and
consumers to stimulate both supply and demand. Establish a mechanism to monitor and measure energy
efficiency improvements generated by Energy Service Companies (ESCOs) and the different options they offer,

e.g. Energy Performance Contracts.

e Appliance energy efficiency: Continual improvements should be made to appliance energy efficiency through

Minimum Energy Performance Standards (MEPS). This includes:

—  Conducting research into whether improved minimum standards for specific building products are feasible
(e.g. commercial HVAC plant, chillers, commercial refrigeration, commercial catering equipment, glazing) in
conjunction with current MEPS and the Equipment Energy Efficiency (E3) Prioritisation Plan, which delivers
an approach to energy efficiency standards and energy labelling for new household and business equipment and
appliances sold into the Australian and New Zealand markets. Research should also take into account NCC

provisions and the consideration of appropriate regulatory options.
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o Other targeted initiatives: Other targeted initiatives should be identified, or variations of the Targeted Commercial

Building Policies, tailored to address specific circumstances. This includes:

—  Small and medium sized businesses where options need to be highly tailored.
— Regional and remote areas.

—  Special building types.

—  Specific consideration of common building types that have been under-represented in energy upgrade activities,
such as mid-tier office buildings, where data and policies have been lacking, environmental performance is

generally not integrated in the business, and nor is it well understood.

— Investigation of ways to drive availability and uptake of high performance building products.
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