
 
 
 
 

  
 
 

Environmental Upgrade Agreements (EUAs) 
FREQUENTLY ASKED QUESTIONS* 
 

FOR BUILDING OWNERS 
 
Why should building owners consider EUAs? 
EUAs provide building owners with an innovative and cost-effective financial mechanism to improve the 
environmental performance and asset value of their buildings and reduce operational costs. Commercial 
buildings using NABERS (National Australian Built Environment System) to measure their environmental 
performance have demonstrated an average improvement of 13 percent energy and 9 percent water 
savings. Tenants are increasingly attracted to higher NABERS rated buildings, resulting in lower occupancy 
rates and higher rents. (Building Better Returns research report (API & PFA), 2011) 
http://www.lowcarbonaustralia.com.au/sites/default/files/upload/Building%20Better%20Returns%20from%2
0Australian%20Property%20Institute.pdf 
 
EUAs also provide owners with a means to ‘future proof’ building and demonstrate ‘green’ sustainable 
credentials, particularly relevant with the mandatory disclosure of building energy ratings. 
 
EUA loans make it possible to access capital for bigger upgrades at a competitive rate and over a longer 
term than from traditional loans.   
The barrier of split loan incentives is removed as EUAs enable building owners to share the cost of 
improving their building with tenants, who can also enjoy the benefits of the upgrades and the resulting cost 
savings. 
 
Building owners are not traditionally able to pass the cost of retrofits to their tenants, unless they do so 
through lease negotiations. In many cases, the tenants have the most to gain directly from upgrades 
through lower utility bills.  EUAs make it possible for landlords to recover a reasonable portion of loan 
repayments from their tenants by matching repayments to the estimated savings on the tenant’s bills.   
Building owners benefit by improving their capital assets and decreasing their operating expenses while 
tenants enjoy a more efficient and environmentally friendly workplace and lower operating costs.  
 
It’s important to note the loan is tied to the property and does not increase the personal debt of building 
owners. If the property is sold, the environmental upgrade charge is transferred to the new owner or repaid. 
 
Why would building owners upgrade their building since the cost savings go to the tenants? 
The EUA legislation allows building owners to share the loan repayments with their tenants within limits as 
long as tenants’ contribution do not exceed a reasonable estimate of the cost savings to the tenants 
resulting from the improved building performance (such as energy savings).   

 
 
 

 

http://www.lowcarbonaustralia.com.au/sites/default/files/upload/Building%20Better%20Returns%20from%20Australian%20Property%20Institute.pdf
http://www.lowcarbonaustralia.com.au/sites/default/files/upload/Building%20Better%20Returns%20from%20Australian%20Property%20Institute.pdf


 
 
 
How does the EUA legislation define a building owner?   
Under the EUA legislation, a building owner is a person who is the owner of the land on which the building 
is erected.  However, for a building erected on land that is the subject of a strata scheme, the owners’ 
corporation for the strata scheme is taken to be the building owner. 
 
How do EUAs assist building owners to finance upgrades? 
EUAs overcome two barriers to upgrading existing buildings:  
 Access to cost-effective finance – EUA legislation enables the loan to be attached to the land and 

repaid as a council charge, providing additional security for finance providers.   
 Split incentives – without an EUA arrangement, a building owner cannot recover the cost of upgrade 

works from their tenants despite the benefit they receive from improved building performance and lower 
energy bills.   

 
The EUA legislation allows building owners to share the loan repayments with their tenants within limits as 
long as the tenant contribution does not exceed a reasonable estimate of the cost savings to the tenants 
resulting from the improved building performance (such as energy savings).   
 
Are all existing buildings eligible for an EUA? 
No, under the NSW EUA legislation, EUAs can only be signed for existing buildings that are complete and 
ready for lawful use and occupation at the time the agreement is entered into.  
EUAs can only be signed for buildings that are either:  
1. Non-residential buildings used wholly or predominantly for commercial, industrial or other non-

residential purposes such as office buildings, shopping centres, industrial premises, services 
apartments, hotel and motel accommodation, backpackers accommodation, or 

2. Multi-residential strata buildings that comprise more than 20 lots (not including utility lots and lots used 
for parking).  

 
What upgrade works are eligible? 
To be eligible for an EUA, the upgrade activities need to result in an environmental improvement in respect 
to the use and occupation of the building, including improvements to the energy, water or environmental 
efficiency or sustainability of the building under the agreement. 
 
Upgrade activities eligible for an EUA include improving energy or water efficiency, reducing waste and 
greenhouse gas emissions, recycling, pollution prevention or reduction, renewable energy projects and 
reducing car use by encouraging activities like walking and cycling. 
 

The replacement, modification, removal or installation of end-user equipment and the modification of the 
usage of end-user equipment are also eligible, if they result in an environmental improvement.  
 
Are there particular upgrade works that are not eligible? 
Some works are not eligible for an EUA, including works done in connection with a reduction in the 
production or service levels provided by a business operating in the building, even if the works result in an 
environmental improvement. For example, works that result in a reduction of the operating hours of an 
office building would not be eligible for an EUA despite them reducing electricity consumption in the 
building.  
 
 
 
 

 



 
 
 
What are some examples of acceptable environmental upgrade works? 
Acceptable environmental upgrade works, as long as they meet all other eligibility criteria, would include:  
 Replacing existing equipment with low emissions or more efficient alternatives, replacing existing air 

conditioning, lighting and heating systems with new systems with improved efficiency, or low emission 
thermal energy alternative systems.  

 Installing low emission energy sources, or installing equipment to connect to low emission infrastructure  
 Installing equipment to capture, recycle or re-use water, or equipment to connect to recycled/reused 

water infrastructure.  
 
Can a building owner enter into more than one EUA? 
Yes, a building owner can enter into more than one EUA for several properties, or for the same property, as 
long as EUAs are offered in the local government area where the buildings are located. 
 
What if the building ownership changes? 
An Environmental Upgrade Charge (EUC), being a Council charge under the Local Government Act, is also 
a ‘charge’ on the land, meaning it is secured against land.  Thus, if building ownership changes hands, any 
new owners will be responsible for paying EUCs. Additionally, the EUA template states that the new owner 
agrees to be bound by the contractual obligations of the EUA, unless the current owner repays the total 
amount outstanding.  
 
What if a commercial building is turned into a Strata Scheme building?  
An EUA signed for a commercial building will need to be terminated before any part of the building is turned 
into a strata scheme (residential or commercial). Building owners must fully discharge the charge 
obligations before lodging a plan of strata subdivision for registration in respect of any part of the building. 
The current Template does not cover any strata scheme (residential or commercial).  OEH is consulting 
with the strata sector to develop a second Template, to be available in 2012, that will apply to strata 
buildings.  
 
How will EUAs benefit tenants?  
The benefits of more efficient, comfortable and environmentally friendly buildings to work in can be enjoyed 
by tenants as soon as the works are complete, including reduced day to day operating costs and energy 
bills. 
 
Building owners can ask tenants to contribute towards the cost of the upgrade through an increase in 
council charges, as long as this amount does not exceed a reasonable estimate of the cost savings that 
tenants will gain from the upgrade.  Tenants are encouraged to talk to their building management about 
how the environmental performance of their building can be improved.  
 
When buying a property, how do I know if it is the subject of an EUA?  
Under the EUA legislation, the section 603 certificate issued by local councils in respect of a parcel of land 
affected by an EUA must now state the amount of Environmental Upgrade Charge (EUC) that is due and 
payable under the EUA.  If you are buying a multi-residential strata property, the section 603 certificate will 
show the total amount owing for the whole building.  It should be noted that the obligation to pay EUCs is 
with the owner’s corporation, not individual lot owners, whose obligation is to pay strata fees.  Presumably, 
an owner’s corporation will pass on EUCs through increased strata levies.  A section 109 certificate issued 
by the owner’s corporations will show the total amount of levies to be paid by the lot owner to the owner’s 
corporation. 
 
 
 

 



 
 
 
How do EUAs impact building owner’s liability under other legislation?   
OEH is not able to provide any advice in relation to liability and the obligations of building owners under 
other legislation, such as, for example, the taxation legislation. OEH advises building owners to seek 
professional advice on these matters and carry out all due diligence prior to entering into an EUA.   
Alternatively, building owners could contact Low Carbon Australia http://www.lowcarbonaustralia.com.au/  
which has been established by the Australian Government to provide financial solutions and advice to 
Australian business, government and the wider community to encourage action on energy efficiency, cost-
effective carbon reductions, and accreditation for carbon neutral products and organisations. 
 
Do building owners have to seek consent from tenants?  
Under the NSW EUA legislation, building owners are not required to obtain the consent of tenants before 
they enter into an EUA.  If the lease allows recovery of Council charges, then the building owner may 
require their tenants to contribute towards the repayment of the EUC.  However, under the EUA legislation, 
building owners have an obligation to notify their tenants about the EUA and ensure tenants’ contribution to 
the EUC remains reasonable.  Please refer to the section on “What are the obligations of building owners 
towards their tenants?” for more information. 
 
Do all leases allow building owners to seek contribution from tenants?  
Not all leases will allow building owners to seek a EUC contribution from their tenants.  Building owners 
may require tenants to pay a contribution to the EUC in two ways; 
 By specific agreement through new lease provision, or 
 By existing lease provisions requiring payment of councils rates or charges by the tenant  
 
What are the obligations of building owners towards their tenants?  
When tenants have been requested to make a contribution to an Environmental Upgrade Charge (EUC), 
building owners are obliged to:  
 When tenants request it in writing, provide tenants with relevant sections of the EUA  
 Ensure that the contribution does not exceed a reasonable estimate of the cost savings gained by the 

tenants from the upgrade  
 Ensure the calculation of the cost saving estimate complies with the methodology set out in the EUA 

Guidelines http://www.nsw.gov.au/sites/default/files/No_16_of_2011.pdf  
 Provide tenants with the cost savings estimate and any subsequent amendment  
 Amend the contribution if the cost savings estimate is no longer reasonable  
 Provide an annual report to tenants as set out in the Template stating the actual cost savings achieved 

in the reporting year versus anticipated cost savings estimated for the period.   
Building owners should refer to the full description of their obligations in the legislation and in the EUA.  
Please note, councils may impose additional obligations that building owners will need to comply to. 
 
Do building owners have to seek contribution from their tenants? 
No, building owners do not have to seek contribution from their tenants.  They may choose to bear the full 
cost of repaying the loan and seek no contribution from their tenants or seek limited contributions. 
 
What if tenants do not agree to pay the contribution?  
If a tenant has signed a lease before the start of the EUA legislation on 18 February 2011 that requires the 
tenant to contribute to council charges, then the tenant is required to contribute to the Environmental 
Upgrade Charge (EUC).  
Should tenants default on their contributions, the building owner remains liable for the payment of the EUC 
to the Council and for reconciling with tenants when and as appropriate.   

 

http://www.lowcarbonaustralia.com.au/
http://www.nsw.gov.au/sites/default/files/No_16_of_2011.pdf


 
 
 
If lease conditions do not require tenants to pay council’s charges, then unless new lease conditions are 
negotiated, the building owners cannot require tenants to contribute to the EUC  
 
What if prospective tenants don’t agree?  
Energy efficiency retrofits will result in lower building operational costs that will be passed onto the tenant 
through competitive leasing rates.  Building owners have the ability to structure tenancy agreements that 
include passing on the costs of the EUA loan, to ensure repayment. Accordingly, the tenancy agreement 
will have to be updated to include this condition. Like any commercial agreement, all parties have the 
capacity to negotiate elements of the terms and conditions of the lease.   If the tenant does not agree to pay 
a contribution towards the Environmental Upgrade Charge (EUC), the building owner may decide not to 
proceed with the tenancy agreement. Building management will approach the tenancy market like they 
always have – promoting the benefits of the building, charging appropriate rates and negotiating terms and 
conditions.  
 
What are the reporting requirements for building owners?  
Building owners must submit a yearly report to tenants and local council.  The report provides an update on 
the progress of the upgrade and states the actual cost savings achieved in the reporting year versus 
estimated cost savings estimated for the period. [The format of the report is included as an annexure in the 
Template]. 
Building owners must also notify the local council and finance provider within 45 days of completion of the 
works, following successful commissioning and testing.  The notice must be prepared by a suitably qualified 
professional. Please note that local councils and finance providers may impose additional reporting 
requirements, as a part of their own policies, or as a part of the EUA agreed between the parties. 
 
Different councils seem to have different policies regarding EUA. Is that normal? 
Yes, local councils are entitled to impose specific obligations e.g. eligibility criteria or reporting 
requirements.  These additional obligations must be consistent with the framework provided by the EUA 
legislation and Template. 
 
Does the current Template cover strata schemes?  
No, the current Template 
http://www.environment.nsw.gov.au/resources/sustainfund/Envupgradeagremnt/110884EnvUpAg.pdf (does 
not cover any strata scheme whether residential or commercial.  OEH is working on a second Template that 
will apply to strata buildings.  Consultation with the residential and retail strata sector is currently taking 
place to develop the second Template, which should be available in 2012. 
 
Can an EUA be varied or terminated? 
Yes, an EUA can be varied or terminated by further agreement between the council, the financial provider 
and the building owner.  
 
What happens to the payment of the EUC if the property becomes vacant? 
If a building or part of a building is unoccupied, the building owner is still liable for the payment of the EUC. 
However, buildings with higher energy efficiency standards are likely to be more attractive to prospective 
tenants, so are more likely to be tenanted.  However there is no guarantee that a retrofitted building will be 
fully tenanted at all times. There are many other factors influencing tenancy rates, including domestic and 
international economic conditions, geographic location and building management practices. As vacancy 
rates increase, energy efficient buildings will continue to be more competitive.  
 
 

 

http://www.environment.nsw.gov.au/resources/sustainfund/Envupgradeagremnt/110884EnvUpAg.pdf


 
 
 

 

What if the cost saving estimates were incorrect?  Could building owners still recover 
contributions?  
In some instances, anticipated cost savings would not occur or would be delayed, for example due to 
project hold ups.  Factors that affect the cost saving estimation could also change over time such as utility 
costs, climatic variations or opening hours. 
 
Building owners have an obligation under the legislation to ensure that contributions do not exceed a 
reasonable estimate of the cost savings to be made by the tenants due to the upgrade works, during the 
period to which the contribution relates.  Building owners would be in breach of their legal and contractual 
obligations if they ignored unreasonable discrepancies between estimates and actual cost savings.  
 
What should tenants do if they disagree with the contribution they are charged?  

Tenants need to check the information and calculations that their building owner should have provided them 
with (Link to the FAQ: ‘What are the obligations of building owners towards their tenants?’).  If this is not 
adequate, then tenants should approach their landlord to discuss the basis for the calculation of their 
contribution. Building owners have a legal obligation to ensure that the contributions are based on a 
reasonable estimate of the cost savings to their tenants.  If this does not occur, then building owners must 
modify the contribution they require from their tenants. Tenants should contact the Fair Trading Information 
Centre on 13 32 20 or visit their nearest Fair Trading Centre if they are not satisfied with these outcomes. 

 
*DISCLAIMER: The information contained in these Frequently Asked Questions (FAQs) is based on the 
Environmental Upgrade Agreement legislation/Template.   Specific councils or finance providers may 
impose additional obligations consistent with the legal framework and with the Template.  
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