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INSULATION COUNCIL OF AUSTRALIA AND NEW ZEALAND


Mr Mike Buckley
General Manager

Network Regulation North Branch

Australian Energy Regulator

GPO Box 3131

Canberra ACT 2601

09 December 2007 

Dear Mr. Buckley,

In the very brief timeframe given to industry to respond to this issues paper, ICANZ is submitting this short submission to show its continuing interest and support for the continuation and enhancement of Demand Management policy initiatives. This submission contains summary results of a macro economic analysis on the existing housing stock with no insulation. Other supporting examples have been added.
ICANZ represents around 70 per cent of the insulation manufactured and sold in Australia and New Zealand. Its members have a major stake in the building industry.  ICANZ supports better levels of regulation that ensure commercial and residential buildings deliver the full economic, environmental and health benefits of insulation.

There is little doubt that the potential from better demand management policy has in the past been overshadowed by supply augmentation. On the basis of numerous international and local studies, it is now recognised that the potential energy efficiency savings from demand management can achieve significantly more with less energy and in doing so, delay infrastructure spending and reduce greenhouse gas emissions.
Energy use and greenhouse gas abatement

ICANZ’ key interests are with the building industry which is a major user of energy – particularly electricity. Emissions form stationary energy are the largest and fastest growing sector of the Australian economy. Buildings represent the largest sector within stationary energy, and building use and emissions are also forecast to be the fastest growing within this sector. And although in the last few years regulation has been introduced to require a mandatory minimum level of energy efficiency for new buildings, this does not address the vast majority of existing building stock.
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ICANZ Research 2007 – Existing Homes
According to ABS data approximately 2.7 million homes in Australia do not have basic ceiling insulation.
This year ICANZ commissioned Insight Economics (Deloitte) who, in conjunction with Energy Efficient Strategies and McLennan Magasanick 
Associates completed a full macro economic analysis to quantify the resultant benefits of addressing this issue by providing basic ceiling insulation. A summary of these national findings (and those particular to NSW/ACT where available) are shown below.

	Measure
	National
	NSW/ACT

	1. Number of un-insulated homes
	2.7million
	493,000

	                                                                                      2008 - 2020

	2. Value of energy savings
	$3,352 m
	4.4m MJ/pa

	3. Total cost of project 
	$2,394m
	$439m

	4. Recommended Government contribution ($500/home for 1mil homes in the first 5 years then mandatory on sale of lease
	$500m 
	$81.3m

	4. Growth in GDP and GSP
	$1220m
	$1538m

	5. Growth in real consumption
	$1477m
	$927m

	6. GHG avoided (mil/tonnes)
	27.0
	3.2m

	
	              2008 - 2030

	7. Delayed infrastructure cost savings
	$280m
	$42m

	8. Changes in wholesale electricity costs
	Varying from 0.5% - 4.5%pa over period
	Varying from 0.3% - 4.4%pa over period


The energy savings over the analysed periods have been calculated on a conservative basis and should be regarded as understated. The escalation trend of prices in this analysis has been based on historical trends up until early 2007. Recent press announcements in some states regarding intended increases substantially outstrip these model assumptions and would result in significantly improved savings. As would any price impact due to the introduction of an emissions trading system.
A similar analysis on commercial building stock would be expected to result on even greater savings and benefits.

Domestic Air Conditioning and Insulation

In recent the cost if air-conditioning has dropped enormously as home owners have moved from fully ducted stems to wall mounted inverter systems. The growth in residential air-conditioning is expected to continue at double digit rates.

ABS data shows that now many householders are opting to install air-conditioning in un-insulated homes. This is a tragic and unnecessary waste of energy and will continue to place an increasing strain on peak demand electricity. Basic ceiling insulation is a prerequisite for the responsible use of air-conditioning  
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Well insulated homes reduce the need for air-conditioning. Any policies that encourage buildings to be insulated will result in some reduction or delay in the need for additional power generation capacity. In the case on air-conditioning insulation will help smooth the peaks in energy demand in extreme weather.

Consumers and energy use.

Prior to the recent federal election, ICANZ commissioned some consumer research into attitudes regarding the environment and the attractiveness of energy saving programs. Of all measures polled for home owners (9 options including solar power and hot water, double glazing etc), insulation rated the highest of all options. And of all messages to consumers regarding energy use, 
 ‘insulating homes to reduce energy use for heating and cooling’ 

rated highest. 
Our research revealed that consumer awareness on issues related to the environment had grown significantly. However connecting this to personal energy use was weak. Consumers are now primed for this information and there is now an opportunity for targeted education
People spend a great proportion of their lives in buildings. Insulation provides more than energy efficiency. Thermal and acoustic insulation play important roles in improving the quality of life by providing an environment that is more comfortable and healthier – that leads to greater productivity at work

In Summary
ICANZ strongly supports the continuation and enhancement of energy efficiency and demand management initiatives into energy policy – whether that is pricing, generation or distribution.
Yours sincerely, 
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Dennis D'Arcy
_____________________________________________________________________
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