green building council australia

12 November 2009

Submission to the Inquiry into the Safe Climate
(Energy Efficient Non-Residential Buildings Scheme) Bill 2009

Executive Summary

The Green Building Council of Australia (GBCA) is a national not-for-profit
organisation promoting a sustainable property industry through education and the
Green Star rating tool. The GBCA welcomes the inquiry into the Safe Climate Bill as
an opportunity to discuss how Australia can reduce greenhouse gas emissions from
its buildings. Reducing emissions from the building sector is critical; and other policy
measures are needed to complement the Carbon Pollution Reduction Scheme if the
building sector’s abatement potential is to be realised. However, the GBCA believes
that other initiatives should be prioritised over the introduction of a building energy
efficiency trading scheme at this time, such as reforming the Building Code of
Australia, promoting accelerated depreciation and public funding for retrofitting, and
government leadership in its own buildings and tenancies. Further information about
the GBCA and Green Star is available at Appendices A and B.

1. Introduction

The GBCA welconmes the inquiry into the Safe Cimte (Energy
Efficient Non-Residential Buildings Schene) Bill 2009 as an
opportunity to discuss the npbst effective policies that
Australia <could pursue at this time to pronote energy
efficiency and reduce greenhouse gas enissions from our
buil dings. W note the Bill sponsor’s ongoing interest in, and
commtnent to, pronoting a nore sustainable property sector in
Australi a.

This subm ssion begins by naking the case for why addressing
em ssions from our buildings is so critical, and why we nust
take action now. The subm ssion then summarises the research
whi ch suggests other neasures are needed to conplenent the
Carbon Pollution Reduction Scheme (CPRS), if the abatenent
potential of the building sector is to be realised. The
submi ssion then suggests that other policy interventions, such
as green depreciation and financing, should be prioritised
over the introduction of a building energy efficiency trading
schene.
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2. Theimportance of tackling emissions from buildings

The nost recent report from the Intergovernnental Panel on
dimte Change (1 PCO esti mat ed t hat bui | di ng-rel at ed
em ssions totalled 8.6 billion nmetric tons in 2004, and could
al rost doubl e by 2030 to reach 15.6 billion netric tons.* Up to
90% of energy is consunmed during the use stage of buildings,
for heating, cooling, ventilation, lighting, appliances and so
on.? Sonme 10-20% of energy consuned is used for manufacturing
materials, construction and denolition.?

Proven and commercially available technologies could reduce
energy consunption in old and new buil dings by 30-50% without
significantly increasing investment costs.* The |PCC report
found that there was ‘high agreenment and nuch evidence’ anong
scientists that there is the ‘global potential to reduce
approxi mately 29% of the projected baseline enissions by 2020
cost-effectively in the residential and comercial sectors,
the highest among all sectors.’® These savings could be
achieved through better design, inproved insulation, |ow
energy appliances, highly efficient ventilation and cooling
systens, solar hot water, high-reflectivity materials and
nmultiple glazing.® The largest savings for new buil dings come
from designing and operating buildings as conplete systens.’
But retrofitting existing buildings and repl aci ng energy-using
equi pnent would realise the largest portion of carbon savings
by 2030.°8

UNEP has stated, ‘no other sector has such a high potential
for drastic emssion reductions’® and buildings ‘should be
considered a key issue for the post Kyoto period.’ ! The Stern
Revi ew al so noted the ‘significant untapped energy efficiency
potential’ that exists in the building sector. The Review
suggested ‘large nunbers of poor quality and inefficient

1 See M Levine, D Urge-Vorsatz, K Block, L Geng, D Harvey, S Lang, G
Levernmore, A Monganeli Mhlwana, S Mrasgedis, A Novikova, J Rilling, H

Yoshino ‘Residential and comercial buildings’, in B Metz, O Davidson, P
Bosch, R Dave and L Meyers (eds), Cdimte Change 2007: Mtigation.
Contribution of Wirking Goup Il to the Fourth Assessment Report of the
I ntergovernnental Panel on dimte Change, Canbridge: Canbridge University
Press, 2007.

2 C Cheng, S Pouffary, N Svenningsen, and M Cal | away, The Kyoto Protocol, The
Cl ean Devel opnent Mechanism and the Building and Construction Sector - A

Report for the UNEP Sustainable Buildings and Construction Initiative,
Paris: UNEP, 2001, p.8.

Ibid, p.8.

Ibid, p.1.

Levine et al above n 1, p.389.

I bid, p.389.

I bid, p.389.

I bid, p.389.

® UNEP, Assessment of Policy Instruments for Reducing G eenhouse Gas
Em ssions from Buil di ngs, UNEP, 2007, p.3.

10 UNEP, Buildings and Climate Change: Status, Challenges and Cpportunities,
Paris: UNEP, 2007, p.v.

11 Nicholas Stern, Stern Review on the Econonmics of Cimate Change, London:
HM Treasury, 2006, p.378.
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buil dings are constructed despite the existence of a range of
cost effective technol ogi es and design techniques.’ * However,
getting the design right may have ‘significant potential to
reduce emssions from buildings, especially in fast grow ng
construction markets.’'® The Garnaut Review s issues paper on
transport and the built environnent also noted that there
m ght be ‘significant opportunities for emssion reductions
that would quickly provide financial benefits for building
occupants, partially protecting them against the effects of
potential energy price rises.’

The diagram below, taken from the |IPCC report, denonstrates
the significant potential to reduce em ssions from buil di ngs.

Economic mitigation potentials by sector in 2030 estimated from bottom-up studies
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Figure 4.2. Estimated economic mitigation potential by sector and region using technologies and praclices expected to be available in 2030. The potentials
do not include non-technical options such as lifestyle changes. (WGl Figure SPM.6}

Source: Intergovernmental Panel on Cdimate Change,
2007. Synthesis Report, |IPCC, Spain, p.59.

Investing in buildings is cost-effective. UNEP states that
‘nost neasures ainmed at greenhouse gas em ssion reduction from
buildings also result in reduced energy costs over the
building’'s life cycle, which over time off-sets increased
i nvestment costs.’* A US study found that investing in the
energy efficiency of buildings could reduce the nation's
energy consunption by 23% by 2020, save the US econony $1.2
trillion and reduce greenhouse gas em ssions by 1.1 gigatons

12 | pid, p.379.

3 1pid, p.379.

% Garnaut Cimate Change Review, |ssues Paper — Forum 5: Transport, Planning
and the Built Environnent, Melbourne: Garnaut Cinmate Change Review, 2008,
p. 10.

% Cheng et al, above n 2, p.1.
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annual ly.*® An Australian study found that a significant
reduction in Australia’ s emissions is possible by 2020, and
25% of the total reductions potential could be realised with
positive returns to the economy. According to the study,
‘ nost of t hese positive-return (or ‘negative-cost’)
opportunities are energy-efficiency neasures related to
i mprovenments in buildings and appliances.’'® The study notes
each year we delay producing energy efficient
buil dings... the greater the volume of negative-cost
opportunities we lose. The cost of creating a new
energy-efficient asset is typically a fraction of the
cost of retrofitting it later, or retiring an asset

before its useful life is over.?'®
The World Business Council for Sustainable Devel opnent has
st at ed:

Urgent action is needed because of the tinescales
involved in the building sector. Buildings, unlike
cars, | ast decades or even centuries in some
countries. A country’s entire car fleet can be renewed
in a dozen years, rapidly nmaking room for new
technology and greater efficiency. But  buil di ngs
constructed now will probably still be standing near
the end of the century.?

3. Could Australia just rely on the Carbon Pollution Reduction Scheme
to reduce emissions from the building sector?

GBCA welconmes the introduction of the CPRS, as one part of
Australia s response to climte change. However, the abatenent
potential of the building sector wll not be realised if
Australia relies on the CPRS al one.

Research by the Australian Sustainable Built Environnent
Council (ASBEC) and the Centre for International Econon cs
(ClE) found that energy efficiency gains delivered by the
building sector can reduce the costs of abatement for all
sectors by nearly 14% by 2050.% GDP woul d be nearly 2% hi gher

equivalent to $38 billion per annum and adverse inpacts on

16 See MKinsey, Unlocking Energy Efficiency in the US Econony, MKinsey,
2009.

7 McKi nsey, An Australian Cost Curve for Greenhouse Gas Reduction, MKinsey
Australia Cimate Change Initiative, 2008, p.6.

8 1pid, p.6.
19 1pbid, p.20.
20 world Business Council for Sustainable Developnent, Transforming the
mar ket : Energy efficiency in buildings, Wrld Business Council for

Sust ai nabl e Devel opnent, 2009, p.17.

21 Centre for International Economics, Capitalising on the building sector’s
potential to | essen the costs of a broad based GHG eni ssions cut, Canberra:
Centre for International Econonmcs, 2007, p.4.
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enpl oynment would be nininmised.? The nost critical finding in

this context was that:
energy efficiency nmeasures in the building sector have
the potential to abate nearly 2 billion tonnes of
CO2-e in total over the period from 2010 to 2049-50.
The price signal of the CPRS, as currently configured,
will abate less than one fifth of this amount.?

ASBEC concl uded t hat

The additional <contribution that substantial denmand
si de managenent in the building sector can nmake to the
abatenent effort is striking.. this is why the
CGovernment’ s second pl ank and t he addi ti ona
conpl ementary mneasures that wll enable the building
sector [to] realise its potential are crucial.?

As Prime Mnister Rudd has recognised, ‘there is a nuch
broader set of measures to be enbraced by both househol ds and
by business in order to nake a significant contribution to the
drawing down overall energy usage, and therefore greenhouse
gas emissions.’ %

The Council of Australian Governnments recently endorsed the
second plank of the Governnent’s approach, the Nationa
Strategy on Energy Efficiency. A large part of the strategy is
devoted to naking buil dings nore energy efficient.

4. Promoting energy efficiency

The Australian CGovernment is currently seeking to introduce
inportant new policies, such as the CPRS and nandatory
di scl osure. The GBCA believes that these policies, together
with the National Strategy on Energy Efficiency, should be
i npl enented before a building energy efficiency trading schene
is introduced.

Drawing on the National Strategy for Energy Efficiency, and
ASBEC s work on energy efficient buildings, the GBCA would
like to highlight three key policy interventions which we
believe should be high priorities: reform ng the Building Code
of Australia; public funding and accel erated depreciation for
retrofitting; and governnent | eadership.

22 i

I bid, p.4.
23 Australian Sustainable Built Environment Council, The Second Plank —
Bui I di ng a Low Carbon Econony with Energy Efficient Buildings, Flemngton:
ASBEC, 2008, p.1.

24 H

Ibid, p.1.
25 Kevin Rudd in Australian Sustainable Built Environment Council above n 23,
p. 1.
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The Building Code of Australia

UNEP consi dered 80 case studies and concluded that regulatory
i nstrunments, such as a building code, were the nost effective
and also, normally, the nobst cost-effective way of pronoting
energy efficiency and reducing emissions.?® MKinsey has
i kewi se suggested that governnent regulation is needed to
address market failures fromsplit incentives between builders
and tenants.? In the US, it is estimated that such codes have
reduced energy use by 15-16% of the baseline in 2000. 2

The National Strategy for Energy Efficiency foreshadows
‘“increasingly stringent mininmm perfornmance standards for new
buildings.”?® The current review of the Building Code of

Australia provides such an opportunity, but it wll be
inportant to raise minimm standards in existing buildings as
wel | .

Public funding and accelerated depreciation for retrofitting

ASBEC has suggested two related policy interventions to
encour age retrofitting in exi sting bui | di ngs. ‘Green’
depreciation wuld allow the owners of buildings that neet a
specified environnental standard to receive accelerated
depreci ation:

G een depreciation would allow the defernment of tax by
reduci ng taxable inconme in early years in exchange for
bringing forward investnent. By allowi ng investors to
def er t ax paynments, green depreci ation can
significantly reduce the tining gap problens of energy
efficient investnents. 3

Public funding through grants subsidies and rebates could al so
assist to make building retrofits nore cost effective from an
owner’s perspective. According to ASBEC, ‘public funding of
building retrofits reduces the investnment cost for energy
consuners, therein closing the *payback gap” and providing the
necessary incentives to undertake investnent in energy
efficiency.’ 3

26 UNEP above n 9, p.65.

McKi nsey above n 17, pp.6, 20.

28 UNEP above n 9, p.19.

2 Council of Australian Governments, National Strategy on Energy Efficiency,
Canberra: Conmonweal th Governnent, 2009, p.12.

%0 Australian Sustainable Built Environnent Council above n 23, p. 29.

81 Australian Sustainable Built Environnment Council above n 23, p. 31.
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Government leadership

As the National Strategy for Energy Efficiency acknow edges,
government leadership is «critical: ‘inproving the energy
efficiency of Commonwealth, state and territory governnents’ %
operations wll.. denonstrate |eadership and thus encourage
wi der community acceptance.’ Further, ‘governnments are major
clients in the commercial buil dings market, with the
Commonweal t h Governnment al one representing around 13 per cent
of the comercial office market.’ 33

The GBCA encourages governments to conmt to using Geen Star
for governnment buildings and tenancies. The Green Star rating
t ool pr onot es ener gy efficiency, but al so br oader
sustainability principles. Such a commtnent would be a
tangi bl e expressi on of governnent | eadership.

5. Conclusion

The GBCA welconmes the opportunity to discuss how we can
i nprove energy efficiency in Australian buildings, and reduce
greenhouse gas em ssions from this critical sector. The Safe
Cimte Bill makes an inportant contribution to this
di scussion, but we believe other policy interventions, such as
i nprovi ng t he Bui | di ng Code, gover nient f undi ng and
accelerated depreciation for retrofitting, and governnent
| eadership in its own buildings and |eases, are higher
priorities than a building energy efficiency trading schene.

2 Council of Australian Governments above n 29, p.15.
% Ibid, p.15.
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Further inquiries

If you require any further information please contact the

Green Buil ding Council of Australia:

Dave Peebl es

Director — National Policy and Public Affairs

Green Building Council of Australia

Emai | dave. peebl es@bca. org. au

Phone 0447 456 677

Addr ess Suite 6A Mezzani ne Level, Mel bourne Buil ding,
Atrium Centre 55, Northbourne Avenue
Canberra ACT 2602
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Appendi x A — About the G een Building Council of
Australia

The Green Building Council of Australia was created in 2002.
e It is a national not-for-profit organisation.

e Its mission is to develop a sustainable property industry
for Australia and to drive the adoption of green building
practices through market-based sol utions.

e It has developed a national suite of green building
rating tools called 'Geen Star’ (see Appendix B for nore
detail s).

e It is a menber of the Wrld Geen Building Council
(www. wor | dgbc. org).

Over 800 organisations are nenbers, representing a diverse
cross section of the property industry from devel opers and
owners to sub-contractors and nanufacturers. The Federal
Governnent is an active menber as are several state and | ocal
gover nment s.

The GBCA takes its leadership role very seriously and hosts
regul ar seminars, forums and conferences such as Geen Cties,
which provide an invaluable opportunity for the property
i ndustry to I earn and share experiences and i deas.

More than 165 buildings in Australia have received a Geen
Star certification (representing 11% of Australia s commerci al
office space); another 460 projects are registered and
awai ti ng assessnment and certification. There are 3,000 G een
Star Accredited professionals and nore than 14,000 peopl e have
attended Geen Star courses. A full explanation of Geen Star
can be found in Appendi x B.
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Appendi x B — About the Green Star rating tool for
bui | di ngs

What

Green Star is Australia s |eading holistic environnenta
rating tool for buildings.

Green Star recogni ses and rewards environmenta
| eadership in the top 25% of the market.

Green Star was created for the property industry to:
- establish a conmon | anguage;
- set a standard of neasurenment for green buil dings;
- pronote integrated, whol e-buil ding design;
- recognise environmental |eadership;
- identify building life-cycle inpacts; and
- raise awareness of green building benefits.

does Green Star reward credits for?

Managenent

| nproves the adoption of sustainabl e devel opnment
principles from project conception through to design,
construction, comm ssioning, tuning and operation.

I ndoor Environment Quality

Concerned with occupant wel |l being and perfornmance by
addressi ng the HVAC system |ighting, occupant confort
and pol lutants.

Ener gy

Credits target reduction of greenhouse em ssions from
bui | di ng operation by addressi ng energy demand reducti on,
use efficiency, and generation fromalternative sources
eg solar, wind, cogeneration etc

Tr ansport

Credits reward the reduction of demand for individua
cars by both discouragi ng car conmuti ng and encouragi ng
use of alternative transportation

Wt er

Credits address reduction of potable water through

ef ficient design of building services, water reuse and
substitution with other water sources (specifically
rai nwat er) .

Material s

Credits target resource consunption through materi al
selection, reuse initiatives and efficient managenent
practices.

10
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= Land Use & Ecol ogy
Credits address a project's inmpact on its i medi ate
ecosystem by di scouragi ng degradati on and encour agi ng
restoration of flora and fauna.

= Em ssions
Credits address point source pollution frombuildings &
bui l ding services to the atnosphere, watercourse, and
| ocal ecosystens.

= Innovation
Green Star seeks to reward market pl ace i nnovation that
fosters the industry's transition to sustainable
bui | di ng.

What Green Star tools have or are being devel oped?

e Ofice Design

e (Ofice As Built
e (Ofice Interiors
o Ofice Existing
e Retail

e Healthcare

e FEducation

e Milti Unit Residential
e Mxed Use

e |ndustrial

e Public Buildings
e Precincts
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