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12 July 2016


VEET Benchmark Rating Method
Energy Policy and Programs
Department of Economic Development, Jobs, Transport and Resources
GPO Box 4509
MELBOURNE VIC 3001


Dear Sir/Madam,

Re: Property Council Submission: Victorian Energy Efficiency Target scheme
We refer to the consultation documents proposing the Benchmark Rating method for determining energy savings for the Victorian Energy Efficiency Target (VEET) scheme.
The Property Council welcomes the State Government’s review of project based activities as there is a need to incentivise deeper retrofits which capture the harder and higher cost measures. As large consumers of electricity, those in the property sector would have the potential to contribute substantive savings from energy efficiency advances. 
Outlined below are our views on several key matters.
A harmonised approach
The Property Council supports the ongoing harmonisation and integration of energy efficiency obligation schemes in terms of new methods, products and technologies. 
It is our experience that differences between states schemes increase transaction and administrative costs, as well as the cost of program reviews and updates. For property owners which operate across jurisdictions, greater harmonisation would reduce overheads through shared standards for accreditation and compliance. This could be achieved, for example, with the same supporting documentation in all states for the same product and services. Therefore, a robust business case should be provided where Victorian methods seek to deviate from their NSW equivalent and changes in methodologies should only be adopted when their benefit is demonstrated. 
We are supportive of the continuation of VEET until the establishment of a national energy savings initiative at which point the state based schemes should be integrated into the national initiative to avoid duplication. However, in the current fragmented context, we are happy to endorse changes where these have demonstrated merit in improving uptake.
Market development
The number of buildings with a NABERS rating are expected to increase significantly following the expansion of the Commercial Buildings Disclosure program. As part of the CBD program, most building owners or lessors seeking to sell or lease commercial office space with a net lettable area of 1,000sqm will be required to have and disclose to interested parties a current NABERS energy rating for the building. We believe there is a significant opportunity for the Victorian Government to clearly and actively market the scheme and its opportunities to business energy users, particularly small and medium businesses.
Targeting participation
The Property Council believes that lifting participation should be a high priority. Participation by the business sector has been limited under the VEET, despite evidence that larger energy users have significant potential to contribute to program targets. If that situation were to persist under an expanded program, the cost-benefit equation for businesses would worsen. Whilst expanding the range of activities available is one way to rectify the limited business participation to date, VEET will also need much greater visibility among businesses. One way this can be achieved is through guidance on the different types of activities suitable for each method, and promoting the take-up and performance of energy saving activities among businesses.
We have considered each of the questions raised in the consultation document and provided our response below.
Thank you for considering our feedback. If you have any queries regarding the matters outline above, please do not hesitate to contact Sandra Qian, Senior Policy Advisor on 9650 8300 or at sqian@propertycouncil.com.au

Yours sincerely,
[bookmark: _GoBack]

Asher Judah
Acting Victorian Executive Director
Property Council of Australia








New PBA method: Benchmark Rating
Deducting business as usual improvements
Q: The proposed approach is different to NSW ESS and Commonwealth ERF schemes. Is this preferable to aligning these schemes?
The Property Council does not support increasing the baseline by an annual adjustment factor of 0.15 stars to account for increases in energy efficiency under the ERF policy framework. We believe this poses a significant hurdle to entry which is particularly prohibitive to owners of higher star rated commercial buildings, who face a higher cost associated with achieving greater improvement in their buildings.   
At face value the proposed approach will be less restrictive for owners of commercial buildings; however, the discussion paper does not provide any detail on the justification of the 3 per cent adjustment factor that is presented to capture BAU changes in energy performance.
No proposed crediting hurdle 
Q: The proposed approach is different to NSW ESS and Commonwealth ERF schemes. Is this preferable to aligning these schemes?
The Property Council supports the removal of a crediting hurdle for engaging with the benchmark method. The NABERS Baseline method rewards both significant one-off retrofits and incremental energy efficiency improvements over time. Current participating buildings can be rewarded for continuous improvement, which better reflects capital constraints and promotes a culture of improved management practice. A threshold for participation for the NABERS baseline method risks reducing the incentive of these incremental energy savings and subsequently the incentive for take up.
Building variations and expansions
Q: Are the proposed baselines appropriate? The proposed approach is different to NSW ESS and Commonwealth ERF schemes. Is this preferable to aligning these schemes?
The Property Council does not support the proposed baselines as there is currently no evidence to suggest they reflect the energy performance of buildings in the existing population. 
Furthermore we do not support any reference in local planning schemes for buildings seeking development approval for the following reasons:
· The policies introduce permit application requirements that override the performance requirements in the agreed standards set out in the National Construction Code. This undermines efforts to progress a gradual harmonisation of the state schemes. 
· Not all local planning schemes require buildings seeking development approval to meet a certain NABERS star rating, and some which have requirements for planning approval purposes may not set requirements which correspond to the NABERS rating system;
· Most local planning schemes do not address in a meaningful way issues related to practical implementation and enforcement of their requirement, so using the locally required rating as a reference point for the baseline rating will have tenuous links to a building’s operational performance;
· There are technically no limits to the performance targets that local governments can require of an applicant in order to obtain a planning permit, and not all the policies have been tested through a rigorous cost benefit process; and,
Project Plan
Q: Should a public register be maintained? If so, what information (e.g. project type, site address, name of AP, or other information should be placed on such a register?)
A public register should be maintained to ensure that energy savings are not being double counted at the same site under another project using project based or deemed methods. All existing projects should be disclosed on the register.
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