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1. INTRODUCTION 

This document is Part 2 of the Building Energy Efficiency Task-group (BEET) Project 
“International Review of Residential Building Energy Efficiency Rating Schemes” 
commissioned by the Department of the Environment and Energy. 
 
2. PROJECT BACKGROUND 

The structure of this document has been defined by the Department of the Environment and 
Energy. We understand that the Department of the Environment and Energy will use this 
document to inform the ministerial paper describing the Principles for Residential Building 
Ratings and Disclosure Schemes in Australia. The purpose of this document is to provide 
content that can be used by jurisdictions to inform and enable the development of jurisdiction 
led building energy rating and disclosure schemes that are capable of being harmonised 
nationally and are developed using international best practice. 
 
*This document is intended to be read and used in conjunction with the BEET 5 Report – 
International Review of Residential Building Energy Efficiency Ratings Schemes. 
 
3. AUDIENCE 

This paper is provided as guidance to the Department of the Environment and Energy to 
inform discussions between state jurisdictions and federal decision makers. 
 
4. OUTCOME 

The outcome being targeted by the National Residential Building Ratings and Disclosure 
Schemes is “Improved energy productivity of residential buildings by providing information to 
the housing market that allows home owners, buyers and tenants to understand, compare, 
value and act upon the energy performance of existing and new residential buildings.” This is 
being driven by the “National Energy Productivity Plan 2015–2030”.  
 
This paper provides a set of best practice principles that will support jurisdictions to contribute 
to the National Energy Productivity Plan. 
 
5. PROBLEM 

The Department of the Environment and Energy defines three central problems in improving 
energy productivity in residential buildings: 

1. Uneven information – buyers and sellers have different information about the energy 
performance of residential buildings (in technical terms there are information 
asymmetries); and 

2. Information shortfalls – there is a lack of awareness amongst prospective 
buyers/tenants and property owners about the potential value of improved 
performance (that is, what they could save on energy costs if they were to improve 
the performance of a property, or choose a property with particular characteristics 
over another); a lack of information about what can be done to improve performance; 
and a lack of information about the value of making changes. 



5 
 

3. Split incentives – there is little incentive for owners of rental properties to invest when 
tenants reap the benefits from improved energy performance and little incentive for 
sellers to invest when prospective buyers will reap the benefits.  

The Problem is that uneven information, information shortfalls and split incentives in the 
residential buildings market cause inefficient outcomes, as they reduce the incentives to 
invest in building performance.  

 
6. PURPOSE 

Government intervention should improve the quantity and quality of information available 
about residential building performance, in order to assist market participants (including 
buyers, sellers, tenants and landlords) to compare, value and act upon cost effective energy 
performance improvements in residential buildings.  

 
7. PRINCIPLES 

The Department of the Environment and Energy proposed a set of principles for a national 
residential energy efficiency disclosure scheme. This section provides the rationale for these 
principles and evidences them with best practice from the BEET 5 report findings. The 
following table format is applied: 
  

Principle Theme 
# Principle Rationale 
 Evidence from BEET 5 – Description of evidence 

 
The Evidence from the BEET 5 points are designed to guide the reader to the relevant part of 
the BEET 5 report, where more qualitative evidence may be found and used by the reader. 
 
The following principles are recommended for the development of energy efficiency 
disclosure schemes by the jurisdictions: 
 

Strong Governance 
1 Collaboration A scheme should be founded on a strong system of governance 

with collaboration between national government and state and 
territory governments. 

 Links to other policies - The most effective schemes are linked to wider policy targets, 
often from other Departments, in a clear and measurable way. The targets have 
timelines that provide industry with certainty and sufficient time to respond to 
change. 

 Stakeholder engagement - Stakeholder engagement should be undertaken from the 
initial planning stages and throughout the implementation of the scheme and include 
a broad set of stakeholders. Homeowners are often overlooked as a stakeholder that 
should be engaged as part of consultation processes. Stakeholder interests should be 
analysed in advance of engagement, particularly where stakeholders may have 
conflicting interests. 

 Connection to industry – Where possible the scheme should connect to industry 
initiatives 
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 Consideration of national harmonisation – Schemes should be designed and 
implemented in a way that will allow for future adaptation and national 
harmonisation. 

 International example – An international model that Australia could consider is the 
Concerted Action EPBD (CA EPBD). The CA EPBD is a joint initiative between the EU 
Member States and the European Commission. It addresses the Energy Performance 
of Buildings Directive (EPBD) by contributing to the exchange of knowledge and best 
practices in the field of energy efficiency and energy savings between all 28 EU 
Member States plus Norway. 

 
2 State and 

Territory Led 
Disclosure schemes should be conceived, designed and 
implemented by jurisdictions and fitted for the policy 
environment and industry sophistication specific to the 
jurisdiction.  
 
State and Territory led schemes will allow disclosure schemes to 
be phased-in by jurisdictions, noting the ACT already has a 
mandatory scheme and NSW and Victoria have schemes under 
development. 

 Objectives of the scheme - The objectives of a scheme should be clearly defined at 
the outset, set for a long time period and be subject to periodic review. The objectives 
should be clearly translated into specific, measurable and time bound targets. The 
objectives of the scheme (as publicly stated, or as understood within the 
implementation framework) should be reflected in the mandate and success 
indicators of the governing personnel and organisations. 

 Links to other policies - The most effective schemes are linked to wider policy targets, 
often from other Departments, in a clear and measurable way. The targets have 
timelines that provide industry with certainty and sufficient time to respond to 
change. 

 
Empower Consumers 
3 Householder 

Focused 
Disclosure schemes should be designed with the consumer 
(homeowner, homebuyer, renter, occupant) in mind; the scheme 
should be user focused. Schemes should provide clear and robust 
information about energy efficiency.  
 
Credible and useful information about a property provides 
current and potential owners and occupants with an opportunity 
to make informed choices and take action to reduce their energy 
bills, improve comfort and reduce their greenhouse gas 
emissions. 

 Stakeholder engagement - Stakeholder engagement should be undertaken from the 
initial planning stages and throughout the implementation of the scheme and include 
a broad set of stakeholders. Homeowners are often overlooked as a stakeholder that 
should be engaged as part of consultation processes. Stakeholder interests should be 
analysed in advance of engagement, particularly where stakeholders may have 
conflicting interests. 

 Cost to homeowners - Interviewees indicated that in order for voluntary ratings to be 
attractive the cost of to homeowners needed to be in the vicinity of US$100-200. 
Similar numbers are quoted in the literature (Earth Advantage Institute and 
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Conservation Services Group, 2009). The distribution of costs will vary depending on 
whether the scheme is calculation based or prescriptive in nature. A scheme that 
allows full flexibility to meet the requirements will allow the user to select the lowest 
cost method for the situation, however, common least cost ‘pathways’ often emerge 
overtime. A prescriptive scheme (one that dictates certain technologies) may increase 
costs to individuals but has the added benefit of encouraging fast uptake of new 
technologies or innovations. 

 Building Demand - Developing demand within the residential housing market for 
energy efficiency is seen as a key barrier. Many schemes are still not highly valued by 
homeowners due to uncertainty in return on investment through either operational 
costs or increased asset value. The project team see an important connection here 
between the lack of engagement with homeowners in the scheme’s development and 
users not putting a value on the scheme in operation. A significant exception to the 
limited engagement with homeowners is the recently completed EnergyFit project 
conducted through the Cooperative Research Centre for Low Carbon Living (based in 
NSW, Australia). 

Appropriate Systems 
4 Efficient and 

Effective 
The systems and processes established to govern, administrate 
and maintain the scheme should be efficient and effective. 

 Funding sources and funding distribution - Funding structures for the scheme will 
differ depending on the governing body, objectives of the scheme and whether the 
scheme is voluntary or mandatory. Consideration of adequate funding, and allocating 
adequate resources is critical to supporting the schemes initial set up and ongoing 
operation. Initial set up often requires significant investment in a shorter period of 
time and funding for ongoing operation will need to be proportionate to the size a 
geographic reach of the scheme. 

 

5 Assessors and 
quality 
assurance 

Disclosure schemes should have quality assurance and 
evaluation systems and processes in place that enable regular 
assessments and inform ongoing improvement and maintenance 
of the scheme. 
 
Trained assessors that are accredited through a rigorous and 
trusted system, help ensure the credibility of disclosure schemes. 

 Compliance and quality assurance - Best practice schemes have thorough and 
transparent compliance and quality assurance in place. Strong quality assurance (QA) 
processes are reliant on a centralised database in electronic format, preferably 
publicly accessible. Many schemes reported that a more rigorous QA process would 
be preferable, and that QA was limited due to availability of resources. 

 Training and accreditation - Training and accreditation processes generally leverage 
existing education structures and qualifications in the market. Where schemes require 
accredited assessors, ongoing training during the implementation stage is important 
to the reliability of the scheme and maintaining public confidence in the schemes 
results. 

 

6 Consistent and 
repeatable 
ratings 

Disclosure schemes should be supported by fit for purpose, user 
friendly, transparent energy rating tools. There should not be a 
proliferation of tools and software, in order to use resources 
most efficiently and reduce confusion in the market place. 
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 Technical aspects of a rating tool/scheme - The technical component of a scheme 
(i.e. the calculator or tool behind the scheme) must be significantly robust to provide 
valid results whilst also being transparent to a user. The scheme should also consider 
how evolving technology, such as smart meters, can be incorporated in ratings.  

 
Adaptable Structures 
7 Support 

Voluntary and 
Mandatory 

Disclosure schemes should be designed to be adaptable; to 
support both voluntary and mandatory energy efficiency 
disclosure policies. 
Noting the ACT already has a mandatory scheme and NSW and 
Victoria have voluntary schemes under development. 

 Voluntary vs. mandatory schemes - Examples of schemes, such as Green Star and 
Energy Star, were used to describe where it might be appropriate that voluntary 
initiatives (either instigated by government or by industry) be used to push 
innovations through markets to create broader market transformation. Mass take up 
of voluntary schemes requires them to be very low cost (or free) and easily accessible 
(e.g. online). This mirrors findings from the EnergyFit Homes project (Adams, et al., 
2016) that low cost schemes should be favoured, even when there is a recognised 
trade off with accuracy. Support from government for voluntary schemes greatly 
increased market update. 

 

8 Complement 
Other Policies 
and Programs 

Disclosure schemes should be designed to support, compliment 
and integrate with other policies and initiatives. 

 Links to other policies - The most effective schemes are linked to wider policy targets, 
often from other Departments, in a clear and measurable way. The targets have 
timelines that provide industry with certainty and sufficient time to respond to 
change. 
 

9 Supporting 
Householder 
Engagement 

Disclosure schemes should provide information that can support 
campaigns to encourage energy productivity initiatives from 
industry and decision making by the householder. 
 
Disclosure schemes should be supported by complementary 
rating tools and co-ordinated information to help individual 
households to assess their own energy use and determine which 
upgrades would be most beneficial for them.   

 Communications and marketing - A consistent theme from the interviews was the 
underestimation of the ongoing role for structured communication and marketing. 
Consistent communication that is targeted to specific stakeholders in the value chain 
is important to raise awareness and to maintain support for the scheme.  

 
Continual Improvements 
10 Evaluation and 

Data  
Disclosure schemes should collect and retain adequate data to 
enable performance measurement of the scheme and energy 
efficiency outcomes. 

 Review and improvement - Review and improvement processes are routinely under 
resourced in the initial planning for a scheme. Best practice is to establish a roadmap 
for review stages, appropriate resources for conducting reviews and implementing 
review findings as well as built in capacity to change the stringency of the scheme 
over time. 
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7.1.1 Additional Principles 
The principles below are proposed as potential additional considerations to either be 
integrated within existing Principles or added as standalone Principles: 
 

Whole Supply Chain 
11 Whole supply 

chain approach 
An important finding of the BEET 5 project was the importance 
of taking a ‘whole supply chain’ approach to the development of 
a scheme. This means designing and implementing the scheme 
in a way which takes in to account the intended consequences 
up and down the supply chain to ensure outcomes are aligned 
with the schemes objectives.  

Key components of a whole supply chain approach are: 

 Stakeholder engagement with all stakeholders effected by the scheme. 
 Active identification of potential of different elements of the supply chain to meet 

changes in requirements. 
 Development and communication of long-term plans for the scheme so that relevant 

actors have the chance to adjust. 
 

Timelines for achieving objectives – Long term thinking 
12 Achievable 

Milestones 
Achievable milestones should be set based on long term policy 
goals. 

 Objectives of the scheme 
 Cost-effectiveness and market impact 
 Impact on building markets 
 Barriers to impact and lessons learned 
 Technical aspects of a rating tool/scheme 
 Financing 

 

Quality Assurance 
13 Undertakes 

Quality 
Assurance and 
Evaluations 

A scheme should have quality assurance and evaluation systems 
and processes in place that enable regular assessments and 
inform ongoing improvement and maintenance of the scheme. 

 Compliance and quality assurance  
 Data management 
 Review and improvement 
 Retention of data and administration of the scheme 
 

 

8. CONCLUSIONS AND RECCOMENDATIONS 

This report has been developed alongside emerging building energy rating and disclosure 
initiatives at the Commonwealth and State and Territory levels of government. A component 
of Part 2 of this project has been to inform these initiatives by attending workshops and 
contributing to policy papers. 

At an appropriate time, it is recommended that the Department make time to present this 
work to stakeholders, both government and industry. 
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APPENDIX 1: BEET 5 FINDINGS 

The project, “International Review of Residential Building Energy Efficiency Rating Schemes”, 
was the first part of this project, and is the fifth project in a series of work conducted through 
the Building Energy Efficiency Task-group (BEET), under the International Partnership for 
Energy Efficiency Cooperation (IPEEC).  The project report presented key governance and 
administrative considerations in the design of energy efficiency rating schemes, available 
information on the cost-effectiveness and market impact of rating schemes, barriers to uptake 
of schemes and lessons learned from the implementation of schemes. 
 
The value of the report was to combine findings from the literature with findings from 
interviews with scheme operators in order to highlight tacit and undocumented information. 
Interview responses were coded according to categories related to the project objectives. 
Findings from the interviews were then compared to conclusions from the literature. Key 
findings are: 
 
Governance and administration  
 Objectives of the scheme - The objectives of a scheme should be clearly defined at the 

outset, set for a long time period and be subject to periodic review. The objectives should 
be clearly translated into specific, measurable and time bound targets. The objectives of 
the scheme (as publicly stated, or as understood within the implementation framework) 
should be reflected in the mandate and success indicators of the governing personnel and 
organisations. 

 Links to other policies - The most effective schemes are linked to wider policy targets, 
often from other Departments, in a clear and measurable way. The targets have timelines 
that provide industry with certainty and sufficient time to respond to change. 

 Training and accreditation - Training and accreditation processes generally leverage 
existing education structures and qualifications in the market. Where schemes require 
accredited assessors, ongoing training during the implementation stage is important to 
the reliability of the scheme and maintaining public confidence in the schemes results. 

 Compliance and quality assurance - Best practice schemes have thorough and 
transparent compliance and quality assurance in place. Strong quality assurance (QA) 
processes are reliant on a centralised database in electronic format, preferably publicly 
accessible. Many schemes reported that a more rigorous QA process would be preferable, 
and that QA was limited due to availability of resources. 

 Communications and marketing - A consistent theme from the interviews was the 
underestimation of the ongoing role for structured communication and marketing. 
Consistent communication that is targeted to specific stakeholders in the value chain is 
important to raise awareness and to maintain support for the scheme.  

 Stakeholder engagement - Stakeholder engagement should be undertaken from the 
initial planning stages and throughout the implementation of the scheme and include a 
broad set of stakeholders. Homeowners are often overlooked as a stakeholder that should 
be engaged as part of consultation processes. Stakeholder interests should be analysed in 
advance of engagement, particularly where stakeholders may have conflicting interests. 

 Review and improvement - Review and improvement processes are routinely under 
resourced in the initial planning for a scheme. Best practice is to establish a roadmap for 
review stages, appropriate resources for conducting reviews and implementing review 
findings as well as built in capacity to change the stringency of the scheme over time. 
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Cost-effectiveness and market impact 
 Effective data management through a central electronic database underpins any 

assessment of cost-effectiveness or market impact. 
 The source of funding, and the distribution of costs and finance, are an important 

consideration of cost-effectiveness. 
 Studies that examine the cost-effectiveness of schemes as a whole are very limited. 

However, there are some recent studies examining the impact of energy efficiency ratings 
on sale or lease prices. These largely point to significant and positive sale and/or lease 
premium for properties with higher energy efficiency ratings. 

 There are many other potential measures of impact on building markets in addition to 
utility cost savings, sale premiums or lease premiums. These include recognition of energy 
efficiency in valuation processes, inclusion of energy efficiency in mortgage assessments, 
creation of jobs, the market reach of the scheme, use of the scheme in marketing 
materials by developers and numbers of assessors trained. 

 
Barriers to effective impact and lessons learned 
Lessons spanned a variety of categories including: 
 Important considerations for technical aspects of tools/schemes. 
 Communication of the scheme including differentiation from other schemes, choosing 

easy to understand metrics for ratings and involvement of assessors in communication. 
 Connection of schemes to financing mechanisms including ‘green mortgages’. 
 The importance of setting out long timelines for realisation of the schemes objectives and 

continuity over time. 
Other issues raised include the relative benefits of voluntary vs. mandatory schemes, data 
retention, split incentives created by schemes, involvement of the whole supply chain and 
building demand amongst homeowners. 
 
Conclusions 
Conclusions are drawn on the reports process and methodology as well as the findings 
themselves. 
1. The methodology of stakeholder identification, briefing paper, interviews/survey, coding 

and comparison to literature, was well suited to the objectives of this project and could 
be replicated in future work. However, it should be noted that the task of finding 
appropriate people to interview was often difficult and time consuming. 

2. In general, the findings that emerged from the interviews with scheme managers 
correspond with the body of literature. Notable points from the interview that are either 
different to the prevailing literature or received different emphasis than in the literature 
include: 

o The importance of establishing long term goals and objectives for the scheme and 
maintain consistency in these over time 

o Consideration of the scheme as one component of a broader framework of energy 
efficiency activities  

o Significant under-resourcing of quality assurance and review processes. 
o Recognition of, and engagement with, the full supply chain regarding how the 

scheme will affect them and the intended outcomes from the scheme 
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Recommendations for further work 

The method of interviewing the scheme administrators and coding the interviews as per this 
project yields practical experience and knowledge and enables the BEET to benchmark 
progress of schemes in member countries. We recommend that the process is replicated and 
may be streamlined using a web based survey. This could build BEET’s presence and 
awareness and serve the purpose to more frequently share knowledge and experience across 
IPEEC members. 

 

 


