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perfect time for  
Building Retrofits

The current commercial building 
market needs a greater focus on  

the refurbishment of existing buildings.

Green is the norm for new builds but the 
retrofitting of existing B and C grade 
buildings is the elephant in the room. 
The return on investment is now an 
undisputable fact but it is not happening  
at a pace that reflects urgent attention.

The business case for retrofitting is clearly 
established; for landlords, efficiency gains 
translate into operational improvements, 
reduces long term capital investment 
and stablises long term tenancies and 
profitability. For tenants, energy savings 
are immediate but it is also about the 
improved indoor comfort and productivity 
gains that reap optimum results over a 
longer term. Then there is of course the 
cachet that comes with being serious about 
corporate social responsibility.

According to data from the Green 
Building Council of Australia, new 
commercial buildings, which are now 
impacted by green credentials, account 
for only approximately five per cent of 
total building stock. There is an enormous 
opportunity for the retrofitting of the 
building stock that is approaching the end 
of its life cycle, particularly where we have 
80 per cent that is greater than 10 years old.

There remains however a general 
trepidation among landlords to embrace 
retrofitting as a worthwhile investment 
because of the five-to-10 year payback 
period. But financing tools such as 
Environmental Upgrade Agreements 
(EUA) and their inherent capability to  
roll back payback periods, are now eroding 
this argument.

EUA are a finance innovation which offer 
the potential to unlock the retrofitting of 
Australia’s B and C grade buildings. EUA 
effectively use the energy savings to pay for 
the retrofit ensuring the tenant will never 
be worse off, while making the repayments 
via a charge on the council rates. The clever 
part of the concept is that the loan is paid 
from energy savings. It is a no-brainer 

for landlords as reflected in the scheme’s 
traction in Sydney and Melbourne.

Unlike the industry’s supply-side push for 
new green buildings when the concept was 
in its infancy, energy efficient buildings are 
demand driven. 

For many tenants, NABERS 
and Green Star ratings are non-

negotiables. Landlords are finding 
themselves in a cycle of longer 
vacancies, declining rents and 

lumbered with ageing and poorly 
performing infrastructure. 

Mandatory disclosure for commercial 
buildings means there is nowhere for 
poor performers to hide. This encourages 
property owners to employ sustainable 
measures.

Improvements in technology, and the 
corresponding decline in costs of such 
technology, only enhance the argument for 
building retrofits. Energy efficient HVAC 
systems, water saving hydraulic fitouts and 
advancements in lighting technology, have 
combined to deliver significant reductions 
in a building’s footprint.

Norman Disney & Young’s (NDY) work 
on Casselden Place and 600 Bourke Street 
in Melbourne’s CBD are just two recent 
examples of the improved efficiencies and 
cost minimisation through performance 
optimisation.

With both projects, NDY facilitated a 
package of environmental upgrade works 
which have improved energy efficient 
outcomes resulting in whole-of-life cost 
savings. Casselden Place is now a 4.5 Star 
NABERS rated building while energy 
usage at 600 Bourke Street has dropped by 
approximately 20 per cent and 35 per cent 
for natural gas.

It is true that the built environment 
remains the most significant sector for 
greenhouse gas abatement in Australia.

Now is the perfect time to repair 
Australia’s ageing building stock. 
Spiralling energy costs, technology 
advancements, client demand, financial 
incentives, commercial disclosure and 
government policies are converging to 
ensure the re-lifting of buildings is an 
industry priority. This is most certainly a 
case of watch this space.
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