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UNION DES CONSOMMATEURS, Strength through Networking

Union des consommateurs is a non-profit organization whose membership is comprised of
several ACEFs (Associations coopératives d’économie familiale), [I’Association des
consommateurs pour la qualité dans la construction (ACQC), as well as individual members.

Union des consommateurs’ mission is to represent and defend the rights of consumers, with
particular emphasis on the interests of low-income households. Union des consommateurs’
activities are based on values cherished by its members: solidarity, equity and social justice, as
well as the objective of enhancing consumers’ living conditions in economic, social, political and
environmental terms.

Union des consommateurs’ structure enables it to maintain a broad vision of consumer issues
even as it develops in-depth expertise in certain programming sectors, particularly via its
research efforts on the emerging issues confronting consumers. Its activities, which are nation-
wide in scope, are enriched and legitimated by its field work and the deep roots of its member
associations in the community.

Union des consommateurs acts mainly at the national level, by representing the interests of
consumers before political, regulatory or legal authorities or in public forums. Its priority issues,
in terms of research, action and advocacy, include the following: family budgets and
indebtedness, energy, telephone services, radio broadcasting, cable television and the Internet,
public health, food and biotechnologies, financial products and services, business practices, and
social and fiscal policy.

Finally, regarding the issue of economic globalization, Union des consommateurs works in
collaboration with several consumer groups in English Canada and abroad. It is a member of
Consumers International (Cl), a United Nations recognized organization.



1. INTRODUCTION

An energy rating is mandatory in Canada for a wide range of products (household appliances,
cars, etc.). Unfortunately, there is no such mandatory rating for homes. This absence is all the
more surprising because housing is an essential need that generates a substantial energy
expenditure and has great energy-saving potential.

In Canada, there are several initiatives regarding the quality of new buildings to which an energy
rating is attributed. However, new homes that receive an energy rating only represent a small
fraction of all new constructions. In addition, given the proportion of existing homes sold or
rented annually, it would seem logical that an energy rating also be attributed to those homes.
Given increasing energy costs, should a Canadian consumer who wants to buy or rent an
existing home not also have easy access to standardized information on the energy efficiency of
his future home?

The primary purpose of a home energy rating would be to make available to future tenants or
buyers information on the energy needs of the desired home. In addition to constituting an
advantage for the buyer or tenant concerned about his home’s energy performance, the
appreciation that would result from better information on energy performance would be a major
incentive for doing work to improve home energy efficiency, particularly in the case of rental
property owners, who currently have practically no interest in improving the energy performance
of their rental units when tenants are the ones paying the energy costs.

We have sought to evaluate, according to existing initiatives and taking costs and benefits into
account, the relevance and feasibility of establishing a mandatory home energy rating system in
Canada. Based on foreign mandatory energy rating systems and on Canadian home rating
initiatives, our research evaluates the elements to be considered in establishing a mandatory
energy rating in the residential market. In addition, we have sought to identify various
complementary issues, notably public or private incentive programs (by financial institutions, for
example) that would deserve to be adapted or developed in Canada in this context.

Accordingly, this study aims to develop a viable energy rating model applicable to the housing
stock in Canada and to evaluate the relevance of making that energy rating mandatory for new
and existing homes, at the time of signing a lease or buying.

We have limited our study of energy rating systems to those applying to small homes, such as
stand-alone and semi-detached single-family houses and small plexes. The case of large rental
buildings presents additional technical difficulties — such as evaluating common areas — that do
not add relevant elements for assessing the usefulness of establishing a mandatory energy
rating system in the residential sector. Thus, when the home energy rating initiatives we have
analysed pertained to a set of buildings larger than the types of buildings covered by our study,
we have focused on provisions regarding the latter types of buildings.

Chapter two of our report will survey a few foreign mandatory energy rating initiatives for new
and existing homes: the Danish model, the European Union’s Directive and its implementation
in the United Kingdom, France, the State of Oregon’s law in the United States and the
subsequent EPS pilot project.



No initiative or pilot project has been completed to date in Canada regarding the establishment
of a mandatory energy rating system, even though some provinces (notably Ontario and
Quebec) have indicated their intention to so proceed.

However, several initiatives pertaining to renovation programs for existing homes and to seals of
quality for new homes involve measuring building energy performance by means of the
EnerGuide system developed by Natural Resources Canada. A presentation of this Canadian
rating system constitutes the third chapter of the present study.

The fourth chapter will detail Canadian incentive programs for improving the energy
performance of existing homes. The fifth chapter does the same for Canadian initiatives toward
the good energy performance of new buildings.

The following chapter will present the major orientations of the proposed energy rating system
and will explain its practices and operation.

A cost-benefit forecasting analysis of the suggested rating system will follow. The cost-
effectiveness of the proposed mandatory rating system will be examined from various angles.

After the conclusions, we will formulate a few recommendations in the final chapter.



2. SURVEY OF FOREIGN MANDATORY ENERGY RATING SYSTEMS FOR
NEW AND EXISTING HOMES

Home energy ratings are a relatively recent development, but they are proliferating rapidly1. Few
mandatory initiatives have been in place long enough to have been well documented and
evaluated. In Europe, the Danish experience from 1997 to 2006 is a notable exception; it
inspired the development of the 2002 European Union Directive that made building energy
ratings mandatory among member states. Accordingly, we will first examine the Danish
experience.

European Union Directive 2002/91/EC? was to be transposed to member states’ national laws
by January 4, 2006 at the latest and take effect by January 4, 2009 at the latest. Several
countries have experienced problems establishing their mandatory rating systems®, so we will
focus on the United Kingdom and France, where implementation took place within the
prescribed periods.

To our knowledge, in North America, only Oregon has legislated to establish a mandatory
energy rating system for homes. A large-scale pilot project was carried out, and the evaluation
report is completed®. This will constitute the third experience under study in our research.

21 THE DANISH MODEL (1997 TO 2006)

Denmark has a long experience with energy efficiency programs. The first building energy
ratings resulted from the Heat Consultant Scheme in effect between 1982 and 1996. In 1996, an
Act to promote energy and water saving in buildings® dictated rules for implementing both the
Energy Rating Scheme (EM), an energy rating system for small buildings (less than 1,500 m?),
and the Energy Management Scheme for Large Buildings (ELO), an energy rating system for
large buildings. These initiatives came into effect on January 1, 1997.

' For a complete survey of initiatives, see the summary table of DUNSKY ENERGY CONSULTING,
Building Energy Labelling Summary on the website of Earth Advantage, Portland, Oregon, USA, February
2010. [Online]

http://www.earthadvantage.org/eps/pdfs/Building%20_Energy Labeling_Summary Table 2 14 2010 Fl
NAL.pdf (page consulted on April 5, 2010).

2 “Energy efficiency: energy performance of buildings” page, on the European Union portal Europa,
section on the summary of EU legislation, n.d. [Online]
http://europa.eu/legislation_summaries/other/I27042 en.htm (page consulted on April 5, 2010).

° DUNSKY ENERGY CONSULTING, Cote énergétique obligatoire, assessment of the international
experience, Montreal, April 2009, p. 64. Available on the ftp site of the Agence de I'efficacité énergétique
du Québec. [Online] http://www.aee.gouv.gc.ca/RegieEnergie/R-3709-
2009/Etude/Cote%200bligatoire%202009-04-06%20(v.finale%20AEE) v.2003.pdf (page consulted on
April 5, 2010).

* Earth Advantage Institute and Conservation Service Group, Energy Performance Score — 2008
Pilot, August 2009, on the website of Earth Advantage, Portland, Oregon, USA. [Online]
http://www.earthadvantage.org/eps 2008 pilot report fnl1x.pdf (page consulted on March 22, 2010).

°> LORENZEN, Kirstine for COWI, Danish Experience in Energy Labelling of Buildings, Laustsen &
Lorenszen, COWI & Danish Energy Authority, Denmark, 2003, p. 1. [Online]

http://web.archive.org/web/2004041822224 1/www.opet-
building.net/downloads/publications/WP1/cowi_label.pdf (page consulted on March 27, 2010).




We will focus on the EM program, since it applied more to residential buildings than to
commercial, institutional or apartment buildings, which were generally covered by the ELO
system.

The EM program’s overall framework fell under the Danish Energy Authority, a government
body that was governed by the Danish Ministry of Economic and Business Affairs and was
responsible for implementing the rating system and disseminating it to the general public.

The primary objective of that home energy rating was to save energy and water and reduce CO,
emissions, by informing present and future homeowners about energy-efficient consumption
and the energy costs of their residences, in order to promote improved energy efficiency.
Collaterally, local economic spinoffs were expected through renovation work undertaken to
improve the ratings of evaluated buildings. It should be noted that since the seventies, Denmark
has constantly attempted to reduce its dependency on fossil fuels imported from abroad, and to
protect itself from fuel price fluctuations®.

The production of an energy rating report was mandatory during the sale of any new or existing
home, and real estate agents were required to present that report to the homebuyer. The report
remained valid until the next real estate transaction. Tenants could demand that their owner
disclose the report, but it proved difficult to apply this provision’.

The energy rating report contained two parts®:

a) The first part (The Energy Label) of the energy rating report provided estimates of a
building’s electricity consumption (lighting and home appliances), heating energy
consumption (room heating and hot water)’, and related monetary costs. It also
presented an estimate of water consumption, as well as data on the heating system’s
condition and on the building’s CO, emissions. The residence’s energy consumption
estimates were presented in physical units per square meter of habitable area', and the
related monetary costs were indicated on the basis of the prices of energy sources used
in the building at the time of its evaluation. Energy and water consumption were
estimated on the basis of assumptions regarding the number of occupants, which varied
according to the residence’s area, and the related monetary costs were indicated on the
basis of the prices of energy sources used in the building at the time of its evaluation.
Energy and water consumption was estimated on the basis of assumptions regarding
the number of occupants and a standard use of those resources. In addition, the
estimates took into account the condition of several building components (particularly the
heating system). The results classified the building’s performance as to heat, electricity

® KJERBYE, Vibeke Hansen, Does Energy Labelling on Residential Housing Cause Energy Savings?,
AKF, Danish Institute of Governmental Research, Copenhagen, Denmark, December 2008, p. 5. [Online]
http://www.akf.dk/udgivelser/2008/pdf/energy labelling.pdf (page consulted on March 20, 2010).

’ Centre Scientifique et Technique du Batiment, Diagnostic de performance énergétique, French
Government, France, 2005, p. 45.

® See Annex 1, LAUSTSEN, Jens H., Rapport-EM, Danish Energy Authority, Lisbon, December 2004,
pages 11-19. [Online] http://www.p3e-portugal.com/_ficheiros/2/4/23/LDocs/Jens_Laustsen.pdf (page
consulted on April 4, 2010).

? Centre Scientifique et Technique du Batiment, Diagnostic de performance énergétique, French
Government, France, 2005, p. 46.

' SAVE, Energy Labelling of Existing Buildings — Final Report, SAVE, unknown city, July 25, 2001, p. 14,
available on the website of European Solar Test Installation. [Online]
http://re.jrc.ec.europa.eu/energyefficiency/belas/final_report.pdf (page consulted on April 4, 2010).




and water, in comparison with the performance of similar buildings, and on alphanumeric
scales ranging from A1 (the best rating) to C5 (the worst)''. The owner or potential buyer
could thus evaluate the relative energy efficiency of the home in question.

Energy performance was calculated using software compatible with the era’s European
thermal performance standard EN832. In cases where buildings were too old and data
for evaluating the quality of certain components were lacking or too imprecise,
simplifying assumptions had to be developed to yield reasonable estimates. The ratings
did not depend on construction code standards.'?

b) The second part (The Energy Plan) of the energy rating report contained information on
the condition of heating and air conditioning appliances and of several building
components such as exterior walls, windows and doors, the heating system, the
ventilation system and air ducts, as well as the insulation. It then suggested renovation
work likely to improve the energy efficiency of the components and building.

The Plan detailed the current problems of the components evaluated, in order to inform
eventual buyers about the building’s overall condition and encourage energy-efficient
renovations.

Cost estimates of suggested renovations and likely annual monetary savings were also
presented, along with an estimate of the time necessary to recover the initial investment.
The estimated useful life of proposed work was also indicated. A section presented the
calculation assumptions used in generating the report’s findings.

An inspection quality control system was established. Each evaluation was sent to a central
office, and abnormal results were scrutinized. The collected and compiled data also helped
evaluate Denmark’s housing stock and its renovation needs.

Some evaluations, selected randomly, were redone to check accuracy. Visual inspections were
also conducted to confirm the evaluators’ findings. The quality control system stipulated that too
many inaccuracies or errors could lead to revocation of incorrect inspectors’ permits. In the
event that major faults were identified, the evaluator was liable for economic losses incurred by
the homeowner in question.

The Danish Energy Authority had set up a working committee responsible for developing
evaluator training content, issue certifications, ensure quality control and handle consumer
complaints. The committee included consumer representatives, owners, real estate agents,
architects, engineers, technologists, construction industry representatives, energy distributor
representatives and government representatives.

" LORENZEN, Kirstine for COWI, Danish Experience in Energy Labelling of Buildings, Laustsen &
Lorenszen, COWI & Danish Energy Authority, Denmark, 2003, p. 15. [Online]
http://web.archive.org/web/2004041822224 1/www.opet-
building.net/downloads/publications/WP1/cowi_label.pdf (page consulted on March 27, 2010).

'” SAVE, Energy Labelling of Existing Buildings — Final Report, SAVE, unknown city, 25 July 2001, p. 20,
available on the website of European Solar Test Installation. [Online]
http://re.jrc.ec.europa.eu/energyefficiency/belas/final_report.pdf (page consulted on April 4, 2010).




The rating report’s cost varied from €300 to €500 and was defrayed by the homeowner. No
subsidy was granted, either for the rating or for suggested renovation work'. The evaluations
were made by private companies, which had to pay the Danish authorities €24 for each
completed evaluation report, in addition to annual certification fees for each certified inspector'.
These amounts covered the program’s management fee and the inspectors’ training activities,
as well as the quality control system.

A)  Outcomes™

From 1997 to 2002, between 50% et 60% of eligible homes were evaluated and labelled, i.e.,
about 45,000 to 50,000 homes annually, for a total of 300,000 homes, which represented about
20% of Denmark’s residential housing stock. The program’s administrative costs were estimated
at €750,000 annually (about €15 per evaluation).

One of the reasons why not all homes targeted by the regulations were rated, even though a
rating was mandatory, was insufficient dissemination of information about the rating program. A
poll revealed that only 43% of homeowners interviewed were aware of the obligation’s
existence'®

The program’s evaluation'’ indicated that there were no significant differences in the amounts
allocated to energy efficiency investments between rated and unrated houses. However, the
investments made by homeowners who received an energy efficiency report generally
performed better in terms of energy and drinking water.

A quantitative estimate of energy savings made for single-family houses was performed in a
recent study'®. The results were somewhat disappointing: only homes that had a rating of A5 or
better and were labelled in the last two years showed tangible reductions in energy
consumption. Those reductions in annual consumption were estimated at 8% to 14%.

'3 SAVE, Energy Labelling of Existing Buildings — Final Report, SAVE, unknown city, July 25, 2001,
available on the website of European Solar Test Installation. p.17. [Online]
http [Ire.jrc.ec.europa.eu/energyefficiency/belas/final report.pdf (page consulted on April 4, 2010).
* LORENZEN, Kirstine for COWI, Danish Experience in Energy Labelling of Buildings, Laustsen &
Lorenszen, COWI & Danish Energy Authority, Denmark, 2003, p. 20. [Online]
http://web.archive.org/web/20040418222241/www.opet-
bU|Id|nq net/downloads/publications/\WP1/cowi_label.pdf (page consulted on March 27, 2010).
°> LORENZEN, Kirstine for COWI, Danish Experience in Energy Labelling of Buildings, Laustsen &
Lorenszen, COWI & Danish Energy Authority, Denmark, 2003, pp. 22-24. [Online]
http://web.archive.org/web/20040418222241/www.opet-
bU|Id|nq net/downloads/publications/\WP1/cowi_label.pdf (page consulted on March 27, 2010).
® LORENZEN, Kirstine for COWI, Danish Experience in Energy Labelling of Buildings, Laustsen &
Lorenszen, COWI & Danish Energy Authority, Denmark, 2003, p. 22. [Online]
http://web.archive.org/web/20040418222241/www.opet-
bU|Id|nq net/downloads/publications/\WP1/cowi_label.pdf (page consulted on March 27, 2010).
" LORENZEN, Kirstine for COWI, Danish Experience in Energy Labelling of Buildings, Laustsen &
Lorenszen, COWI & Danish Energy Authority, Denmark, 2003, p. 22. [Online]
http://web.archive.org/web/20040418222241/www.opet-
bU|Id|nq net/downloads/publications/\WP1/cowi_label.pdf (page consulted on March 27, 2010).
® KJERBYE, Vibeke Hansen,Does Energy Labelling on Residential Housing Cause Energy Savings?,
AKF, Danish Institute of Governmental Research, Copenhagen, Denmark, December 2008, 31 pages.
[Online] http://www.akf.dk/udgivelser/2008/pdf/energy_labelling.pdf (page consulted on March 20, 2010).




The authors put forward the hypothesis that lower-rated homes had renovation priorities other
than energy efficiency.

In a section on the study’s limitations, it is noted that non-energy benefits (NEBs)', i.e., benefits
other than lower energy bills, were not included in the estimates. A common example is the
comfort benefit, produced by the so-called “rebound effect”: renovations intended to improve
energy efficiency reduced the energy costs of maintaining the same comfort level as previously,
but the occupant could increase heating and improve his comfort at a lower cost than he would
have incurred before the work; this partially or totally reduced energy bill savings.

A consultant report”® also formulated the hypothesis that homeowners could make energy
improvements before selling their homes, i.e., before the energy evaluation, which would
explain the poor performances recorded during the statistical evaluation.

B) Recommendations of the Evaluation Report
The rating system evaluation report?! issued recommendations to improve the system. Notably:

* Laud the rating system’s merits when establishing it, rather than focus on its mandatory
aspect, so that homeowners may have a good impression rather than perceive the system
as an additional burden to bear during real estate transactions;

* Ensure that the evaluation report is easily understandable and that renovation
recommendations are presented clearly and plainly;

* Ensure that the quality control system is well established and functional as soon as such an
energy rating program comes into effect. Certain cases of flagrant errors having been made
shortly after the regulations came into effect were reported in the media, which damaged the
program’s overall reputation;

* The development of simple and effective software to estimate energy consumption is
proposed. More-complex software has been proven not to produce more-accurate results,
because the required additional information is often unavailable or inaccurate.

"% Several other non-energy benefits will be presented in Chapter 7.

* DUNSKY ENERGY CONSULTING, Mandatory Energy Efficiency Disclosure and Upgrade Policies for
the Northeast U.S., Montreal, August 28, 2009, page 25. [Online]
http://www.earthadvantage.org/eps/pdfs/neep_report_draft 2009 08 30%20_clean 1.pdf (page
consulted on March 16, 2010).

*' LORENZEN, Kirstine for COWI, Danish Experience in Energy Labelling of Buildings, Laustsen &
Lorenszen, COWI & Danish Energy Authority, Denmark, 2003, pp. 25-26. [Online]

http://web.archive.org/web/2004041822224 1/www.opet-
building.net/downloads/publications/WP1/cowi_label.pdf (page consulted on March 27, 2010).




2.2 THE EUROPEAN UNION DIRECTIVE

European Directive 2002/91/EC on building energy performance was adopted by the European
Parliament in late 2002 and came into effect on January 4, 2003. This directive was to be
transposed into the national laws of member countries before January 4, 2006, and the
legislation was to take effect by January 4, 2009 at the latest®*.

The primary objective was to improve buildings’ energy and environmental performance in order
to meet Kyoto protocol targets. In addition, there was an intention to begin harmonizing building
ratings throughout the European Union. An energy performance certificate was to be issued
mandatorily to each building buyer or tenant, was to include recommendations for cost-effective
energy-efficient renovations, and was to enable a comparison with similar buildings.

The buildings targeted by this directive were both residential and commercial. A few exceptions
were allowed, such as places of worship, buildings of established architectural merit, seasonal
homes, and buildings with a habitable space of less than 50 square meters®.

With regard to energy performance, what must be evaluated is:

‘the amount of energy actually consumed or estimated to meet the different needs
associated with a standardised use of the building, which may include, inter alia,
heating, hot water heating, cooling, ventilation and lighting. This amount shall be
reflected in one or more numeric indicators which have been calculated, taking into
account insulation, technical and installation characteristics, design and positioning in
relation to climatic aspects, solar exposure and influence of neighbouring structures,
own-energy generation and other factors, including indoor climate, that influence the
energy demand.”*

We note that several elements on which the building energy rating would be based are left to
the discretion of member states, particularly the inclusion of electrical appliances, but that
obligations regarding the building envelope and technical characteristics are more detailed.
Heating and ventilation appliances, lighting and water heaters do not have to be among the
aspects evaluated. However, regular inspection of heating and ventilation systems is
mandatory®, so that several countries have included those aspects in calculating home energy
ratings. Curiously, no obligation is formulated for labelling the environmental performance of
buildings, although one of the directive’s avowed main objectives was environmental.

2 DUNSKY ENERGY CONSULTING, Mandatory Energy Efficiency Disclosure and Upgrade Policies for
the Northeast U.S., Montreal, August 28, 2009, page 26. [Online]
http://www.earthadvantage.org/eps/pdfs/neep _report _draft 2009 08 30%20_clean 1.pdf (page
consulted on March 18, 2010).

> DUNSKY ENERGY CONSULTING, Mandatory Energy Efficiency Disclosure and Upgrade Policies for
the Northeast U.S., Montreal, August 28, 2009, page 26. [Online]
http://www.earthadvantage.org/eps/pdfs/neep_report_draft 2009 08 30%20_clean 1.pdf (page
consulted on March 16, 2010).

** Quoted from: Energy performance diagnosis, 2003, page 3, available on the website of Europa.
[Online] http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:L:2003:001:0065:0071:EN:PDF (page
consulted on March 16, 2010).

= “Energy efficiency: energy performance of buildings” page, on the European Union portal Europa,
section on the summary of EU legislation. [Online]

http://europa.eu/legislation_summaries/other/I27042 en.htm (page consulted on April 5, 2010).




Rapid implementation of this system proved more difficult: 17 countries could not transpose the
directive into their respective national laws within prescribed deadlines®.

Given that the directive was transposed and implemented on schedule in the United Kingdom,
we will study its iteration in that country.

2.2.1 The Case of the United Kingdom

With regard to residences, it is mandatory to produce a report titted Energy Performance
Certificate (EPC) in the United Kingdom during the sale or resale of a home. Related measures
took effect between April 6, 2007 and January 4, 2009.

With regard to rentals, the EPC must be presented to any new tenant before the lease is signed.
However, a new certificate can be produced only when the certificate’s ten-year validity period
has expired. It should be noted that when only one of the residence’s rooms is rented, there is
no obligation to present the energy performance certificate.

In every case, a £200 fine is imposed if the certificate is not included during transactions
covered by the regulations.

It was decided that the EPC would provide two measurements: one for energy efficiency and
the other one for the residence’s ecological impact in terms of carbon emissions.

The evaluation report”’ begins with the building’s energy consumption and environmental
impact ratings.

The evaluations pertain to the residence’s thermal envelope and insulation quality, heating
units, lighting, air duct and ventilation systems, and electrical appliances.

The evaluation is standardized on the basis of the number of occupants, which varies according
to the residence’s area, and on the basis of a standard quantity of energy per presumed
occupant. As in the Danish model, the ratings are thus measurements of energy intensity and
environmental impact intensity. In the context of home energy ratings, an intensity measurement
may be defined as a measurement of the gross quantity of energy used or pollution emissions
by square meter of living space?®.

® DUNSKY ENERGY CONSULTING, Cote énergétique obligatoire, assessment of the international
experience, Montreal, April 2009, p. 64. Available on the ftp site of the Agence de I'efficacité énergétique
du Québec. [Online]
http://www.aee.gouv.qc.ca/RegieEnergie/R-3709-2009/Etude/Cote%200bligatoire %202009-04-
06%20(v.finale%20AEE) v.2003.pdf (page consulted on March 28, 2010).

" Unknown author, Energy Performance Certificate, Standard Assesment Procedure, London, United
Kingdom, 2005, on the website of Communities and Local Government of United Kingdom. [Online]
http://www.communities.gov.uk/documents/planningandbuilding/pdf/319282.pdf (page consulted on
March 28, 2010). The master document is reproduced in Annex 2 (Rapport-EPC.pdf).

%% For a more general definition, see: Natural Resources Canada, Improving Energy Performance in
Canada — Energy Intensity / Energy Efficiency, Energy Publications — Office of Energy Efficiency,
Canada, 2009, page viii. [Online]
http://oee.nrcan.gc.ca/publications/statistics/parliament08-09/pdf/parliament08-09.pdf (page consulted on
March 28, 2010).




The results are presented in terms of two category systems side by side, one for energy
efficiency and the other for environmental impact, with ratings ranging from A (the best) to G
(the worst). There are seven of these categories, each presented in a different colour. The two
performance ratings, from 0 to 100, are entered in appropriate categories for the building in
question.

Energy costs per square meter are presented on the basis of current energy prices, and carbon
emissions per square meter are presented as tonnes of CO.. In both cases, the potential for
improving the rating after renovation work is done is also indicated. The average rating of a
United Kingdom residence is provided for purposes of comparison with the evaluated building.

A more technical section follows containing energy and environmental impact evaluations of the
thermal envelope and heating units, the water heater and lighting (the performance of electrical
appliances is not evaluated). These elements receive an evaluation ranging from poor to
excellent.

In the following section, improvements are suggested, and their likely impact on energy savings
(in energy quantity and money) and on carbon emission reductions are detailed.

The section is subdivided into three parts, according to the necessary costs of suggested work:
the first part proposes improvements costing less than £500, and the second part proposes
more-costly improvements. A last series of improvements for attaining very high energy
performances is also proposed; those improvements are very costly, such as the installation of
a solar panel system.

The improvements are suggested only as an indication, and the owner is not obliged to apply
them. Financial assistance is available to anyone who wants to do certain renovation work, but it
is not related to the production of the energy efficiency evaluation report.

A certification system has been established, and a certified evaluator must make the evaluation.
In case of litigation, the owner must first contact the evaluator to attempt to settle the dispute. If
the latter persists, the owner must contact the organization responsible for certifying the
inspectors. It is possible for an owner to obtain the certificate and evaluate his residence
himself.

The price of an energy evaluation, about £100 for an average residence, is borne by the owner.
The tenants must be made aware of the residence’s evaluation report before signing the lease.
Owners are prohibited from charging tenants for the energy efficiency evaluation.



A) Renovation Financial Assistance Programs

The Landlords Energy Saving Allowance (LESA) grants tax deductions of up to £1500 for
measures to insulate foundations, walls, doors, windows and the heating system?°.

Warm Front® is the main program for low-income households. It grants subsidies of up to
£3500 (£6000 for residences with an oil heating system). The work can range from insulating
crawl spaces to changing the entire heating system. Low-income tenants can apply for a
subsidy, even if the owner is not low-income; the owner’s approval is required for the work to be
done.

2.2.2 The Case of France

In France, the energy efficiency evaluation generates a report titled “Diagnostic de performance
énergétique” (DPE). This evaluation and the resulting report have become mandatory for
several occasions. They have been mandatory since November 1, 2006 during the sale of a
housing unit or a building, whether or not the latter is residential; since July 1, 2007, during the
signing of a lease; and they are mandatory for any new building whose building permit was filed
after July 1, 2007°".

For sales or rentals, the owner pays for the evaluation’s production and is obliged to include the
DPE in the preliminary sales contract or the rental contract, and to present it on demand to any
future tenant or buyer*. The DPE is valid for 10 years.

The DPE presents two types of measurements, one for energy consumption and the other for
greenhouse gas emissions. In both cases, the building is evaluated according to the necessary
resources for heating, hot water production and air conditioning.

The energy evaluation must be based on a standardized evaluation method or, optionally in the
case of district heating, on the actual average consumption over the last three years. The
standardized method must take into consideration input data on the following aspects at
minimum:

“

* the building’s or lot’s heated areas and exterior walls;

# Unknown author, BN63: Extension of the Landlords Energy Saving Allowance, HM Revenue &
Customs (HMRC), London, United Kingdom, 2007. [Online]
http://www.hmrc.gov.uk/budget2007/bn63.htm (page consulted on March 21, 2010).

¥ Warm Front, the website’s home page, Newcastle, United Kingdom, n.d. [Online]
http://www.warmfront.co.uk/ (page consulted on March 21, 2010).

*" Unknown author, Les économies d’énergie dans le batiment — L’ensemble des dispositifs pour
améliorer la performance énergétique des béatiments, France, n.d., Ministére de I'Ecologie, de I'Energie,
du Développement durable et de la Mer et Agence de I'Environnement et de la Maitrise de I'Energie
[Online] http://www.rt-batiment.fr/batiments-existants/dpe/presentation.html (page consulted on June 15,
2010).

2 Unknown author, Les économies d’énergie dans le batiment — L’ensemble des dispositifs pour
améliorer la performance énergétique des béatiments, France, n.d., Ministére de I'Ecologie, de I'Energie,
du Développement durable et de la Mer et Agence de 'Environnement et de la Maitrise de I'Energie.
[Online] http://www.rt-batiment.fr/batiments-existants/dpe/presentation.html (page consulted on June 15,
2010).




* the envelope’s thermal losses (field and thermal bridges) on the basis of the heat
transmission coefficients and translucid or transparent walls in contact with the
outside or with unheated rooms;

* the influence of joint use with other buildings, traffic, rooms likely to be unheated
(cellars, garages, basements), crawl spaces or the natural ground;

* the building orientation’s influence;

* the bays’ actual sizes and solar characteristics;

* thermal inertia;

* the bays’ solar protection;

* the renewal rate of exhaust air according to the building’s ventilation method (natural,
controlled mechanical ventilation) and the rooms’ airtightness;

* a heat exchanger’s influence on the air;

* the characteristics of heating (room heating and ECS) and cooling (emission,
distribution, generation) systems.”*

The diagnostician chosen by the owner is responsible for ensuring that the method he uses
complies with existing regulations®*; a non-exhaustive list of software in compliance with those
regulations is available on the website of the Agence de I'Environnement et de la Maitrise de
I'Energie®.

The building receives two labels, one for energy consumption and the other for pollution
emissions. Each one is comprised of seven ratings, from A (the best) to G (the worst), indicated
by a range of colours — green associated with rating A and red with rating G. Energy
consumption and pollution emission measurements are entered in the appropriate category.

The energy consumption measurement unit is kWh/m? annually, and consumption is broken
down either per use and final energy, depending on the latter’'s provenance, or per use only and
in primary energy; the latter being the sum of all energy used for producing, transporting and
distributing final energy.

Annual fees per use are indicated in euros (€) in every case.
A description of the building follows, focusing on three aspects: the building envelope and the

heating and domestic hot water systems. A measurement in kWh/m? per year of renewable
energy quantities produced by equipment installed inside the residence is indicated.

% Unknown author, Arrété du 15 September 2006 relatif aux méthodes et procédures applicables au
diagnostic de performance énergétique pour les batiments existants proposés a la vente en France
meétropolitaine, Ministére de 'Emploi, de la Cohésion sociale et du Logement, Journal Officiel de la
République Frangaise, France, September 28, 2006, available on the website du Ministére de I'Ecologie,
de I'Energie, du Développement durable et de la Mer et Agence de 'Environnement et de la Maitrise de
I'Energie [Online] http://www.logement.gouv.fr/IMG/pdf/arrete150906_dpemethodes.pdf (page consulted
on June 15, 2010). Our translation.

% Unknown author, 70 - Logiciels pour réaliser des DPE, Ministére de I'Ecologie, de I'Energie, du
Développement durable et de la Mer et Agence de I'Environnement et de la Maitrise de I'Energie,
January 22, 2008, France. [Online] http://www.logement.gouv.fr/article.php3?id article=6402 (page
consulted on June 15, 2010).

% Unknown author, Le Diagnostic de Performance Energétique, Agence de 'Environnement et de la
Maitrise de I'Energie, n.d. [Online] http://www2.ademe.fr/servlet/KBaseShow?sort=-
1&cid=96&m=3&catid=15028 (page consulted on June 15, 2010).




Afterward, DPE explanations are provided, along with useful advice for the residence to show
good energy performance.

The DPE concludes with recommendations for improvement measures and with brief
comments.

Web addresses are indicated for use by those seeking further information.

A DPE model for rentals is available on the website of the Agence de I'Environnement et de la
Maitrise de I'Energie.

2.3 THE UNITED STATES

2.3.1 The HERS System

The most prevalent energy rating system used in the United States is the HERS system,
whereby the rating, calculated on the basis of standardization assumptions, represents the ratio
of energy used by the rated home over energy used by a similar home built according to the
building code in effect during the rating process. The ratio is multiplied by 100, and the rating is
indicated on a colour scale®’. A HERS rating is attributed on the owner’s initiative and is thus
voluntary. A notable exception concerns the city of Santa Fe, where the HERS rating has been
mandatory for building new single-family homes since 2008%.

In rating systems related to building standards, the attributed ratings unfortunately become
obsolete as standards evolve, since such ratings will not correspond to newer standards.

Moreover, the HERS rating informs the owner neither about the home’s energy consumption nor
about the related monetary cost. He therefore has difficulty evaluating the energy costs of his
home and determining the necessary investments for cost-effectively improving its energy
performance.

% Unknown author, Le Diagnostic de Performance Energétique, Agence de 'Environnement et de la
Maitrise de I'Energie, n.d. [Online]
http://www?2.ademe.fr/servlet/getBin?name=F3E281DE738A57FDCED49524F96485D51161182446096.p
df (page consulted on June 15, 2010). The master document is reproduced in Annex 3 (Rapport-
DPE.pdf).

%" See in Annex 4 the document Etiquette-HERS.pdf. Available on the website of Residential Energy
Services Network, California, United States, no date. [Online] http://ca.resnet.us/ (page consulted on
March 22, 2010).

® DUNSKY ENERGY CONSULTING, Building Energy Labelling Summary, on the website of Earth
Advantage, Portland, Oregon, USA, February 2010. [Online]
http://www.earthadvantage.org/eps/pdfs/Building%20_Energy Labeling_Summary Table 2 14 2010 Fl
NAL.pdf (page consulted on April 5, 2010).




2.3.2 ENERGY STAR

The seal of quality for new homes, ENERGY STAR, is awarded to homes whose building
energy performance is at least 15% better than that of a building constructed according to
building codes in effect during the rating process®. The seal itself is even less informative about
the building’s energy performance than the HERS rating and is predictably as prone to
obsolescence as other ratings based on building codes.

2.3.3 OREGON'’S LAW AND THE EPS PILOT PROJECT

The State of Oregon’s case is different. Building ratings are being established, following a 2009
State Senate law making an energy rating mandatory during the sale of a new building and
during the sale or rental of an existing building.*

This law aims to increase by 15% the energy efficiency of homes by 2012, compared to their
2009 level. In the longer term, the objective is to build carbon-emission-free buildings by 2030.
Currently, carbon emissions from residential buildings in the United States represent 21% of the
country’s total carbon emissions.

The hope is that through more consumer information about those emissions, energy
consumption, which is often generated by fossil fuels in that state, will be reduced.

A subsidiary objective of the mandatory energy rating system is to clarify the information
consumers receive about homes’ energy consumption and carbon emissions. Currently, the
local authorities estimate that consumers receive incomplete and confusing information because
of the diversity of existing standards, ratings and quality seals.

The energy rating system will enable existing or future owners to compare the performance of
homes, in order to encourage the adoption of measures to improve their performance. An
appreciation in the market price of energy-efficient homes should follow, since disclosure of the
energy rating will be mandatory.

The effective date of the energy rating system has been set for January 1, 2011 for new and
existing residential buildings.

The State of Oregon assigned a working committee to recommend terms and conditions for
establishing an energy rating system by taking into consideration the following elements:

* The energy audit’s cost.

* The reliability of the rating system in meeting stated energy efficiency objectives.

* An energy rating that is easily interpreted.

* The success of pilot projects or similar energy labelling initiatives carried out in Oregon
or other American states.

% ENERGYSTAR, Features of ENERGY STAR Qualified New Homes, U.S. Environmental Protection
Agency/U.S. Department of Energy, no date. [Online]
http://www.energystar.gov/index.cfm?c=new_homes.nh_features (page consulted on March 27, 2010).
** Oregon Legislative Assembly, Senate Bill 79, Oregon, United States, 2009. [Online]
http://www.leg.state.or.us/09reg/measpdf/sb0001.dir/sb0079.intro.pdf (page consulted on March 27,
2010).




The working group favoured the Energy Performance Score (EPS) rating system, developed by
the Earth Advantage Institute; this rating is applicable to both new and existing homes for which
a pilot project has been carried out. An evaluation report was presented to the Oregon Energy
Trust in August 2009*".

The EPS system uses gross measurements for energy consumption and CO, tonnes for
pollution emissions.

This approach differs from that of the HERS system, whose ratings are related to building
standards in effect during the rating process, and from that of the Danish model, whereby
reported performances are rated in relation to similar homes of the housing stock during the
rating process. The Earth Advantage Institute states that presenting a home’s relative energy
consumption rather than its gross energy consumption distances the resulting information from
the objective, which is, in Oregon’s case, to improve the energy efficiency of homes and reduce
their carbon emissions.

In addition, the evaluation report’s conclusions do not recommend presenting energy use per
area (i.e., KWh/m?), a method applied in Denmark as well as the United Kingdom; while the
average home uses less energy per m? than previously, the size of new homes continues to
increase, so that, on average, the total energy consumption of new homes is increasing*?. Since
the objective is to save energy and reduce related carbon emissions, presenting a
measurement of energy use intensity instead of total quantity used would be less effective in
reaching that objective.

Evaluation software called Simple has been developed to enable a quick and relatively accurate
evaluation, which takes into account a minimum of important elements to evaluate a building. A
comparative study of several evaluation systems has been conducted, and Simple has often
proven more effective than the other, much more complex systems to which it was compared.
Much of the data necessary to the evaluations can in practice be obtained only approximately,
so that more-complex software reportedly generates more-serious predictive errors and falsifies
the overall results to a greater extent*.

To produce an energy rating, Simple only takes into account 32 elements, compared to over a
hundred in the case of other evaluation software. The shorter time necessary for the energy
audit thus lowers the latter’s cost. Simple also reduces the time and cost of training inspectors.

“! Earth Advantage Institute and Conservation Service Group, Energy Performance Score — 2008
Pilot, August 2009, on the website of Earth Advantage, Portland, Oregon, USA. [Online]
http://www.earthadvantage.org/eps 2008 pilot report fnl1x.pdf (page consulted on March 22, 2010).

““ Earth Advantage Institute and Conservation Service Group, Energy Performance Score — 2008
Pilot, August 2009, on the website of Earth Advantage, Portland, Oregon, USA, p. 59, graphic 59. [Online]
http://www.earthadvantage.org/eps 2008 pilot report fnl1x.pdf (page consulted on March 22, 2010).

*> Earth Advantage Institute and Conservating Service Group, Energy Performance Score — 2008
Pilot, August 2009, on the website of Earth Advantage, Portland, Oregon, USA, pp. 22-37. [Online]
http://www.earthadvantage.org/eps 2008 pilot report fnl1x.pdf (page consulted on March 22, 2010).




A survey of stakeholders was conducted recently during the development of the energy rating
system; the main observations were the following**:

The EPS concept has considerable appeal for stakeholders.

The ideal price of an EPS would be $100 with a cap of $200.

Cost is a major issue and the common language for understanding energy and
making improvements.

The EPS must be presented in a clear and objective manner from a trustworthy
source.

Carbon emissions are relevant and very important to homeowners.
Homeowners are most familiar with energy use in terms of watts and kilowatt
hours.

Homeowners want information on energy performance and where to make
improvements.

Homeowners thought that their homes were more energy-efficient than
preliminary results indicated.

Home energy auditing helps highlight the need for air and duct sealing.
Financial incentives (from Energy Trust of Oregon in the state of Oregon) are important
for making home energy upgrades about half of the time.

Among the recommendations of the pilot project’s evaluation report are the following:

The rating report’s part about suggestions for improvement could be optional.

- Owners of new homes and those who are not interested in energy-efficiency
improvements to their home would likely opt for the energy audit without
recommendations for improvements.

- The audit’s cost would thus vary according to the formula chosen.

The home’s energy performance should be expressed in kilowatt-hours used annually

under standard conditions. The energy used should be presented according to

production sources and related carbon emissions should also be indicated, if applicable.

The possibility of making comparisons with similar homes should also be provided for.

The environmental performance should reflect the home’s energy use and should be

presented according to the sources used. An indication of the potential reduction of CO,

emissions through the use of greener energy sources should be included in the report.

The energy report should indicate an estimate of consumed energy calculated on the

basis of the following elements: heating, air conditioning, hot water, lighting and

electrical appliances, wall insulation, air ducts and ventilation.

For existing homes, the report should also contain suggested renovation costs and an

estimate of monetary savings that would result from the renovations.

A Web tool producing an unofficial evaluation should also be made available to

encourage owners who do not want to sell their property to evaluate anyway, summarily,

their home’s energy efficiency and make energy efficiency renovations.

Software used for producing the evaluation should be the same for new and existing

homes.

Behaviour recommendations could be added in annex to raise occupants’ awareness of

their home’s energy cost and the means to reduce it.

A system of inspector certification, compliance and quality control should be put in place.

- Certification will be different for inspectors authorized to issue recommendations.

* Earth Advantage Institute and Conservating Service Group, Energy Performance Score — 2008
Pilot, September 17, 2009, on the website of Earth Advantage, Portland, Oregon, USA, p. 7. [Online]
http://www.earthadvantage.org/eps 2008 pilot report fnl1x.pdf (page consulted on March 22, 2010).




A) EPS System Operation

The EPS system has three components: the energy audit itself, the EPS rating report, and an
analysis report containing suggestions for the evaluated building.

B) EPS Rating Report®

The EPS rating report first indicates the building address and the evaluation’s reference
number. There follows the home’s estimated annual energy consumption per energy source, as
well as corresponding monetary expenses, and then a calculation of carbon emissions.

The document then presents on a colour scale the building’s total annual energy consumption in
kilowatt-hours, with energy sources other than electricity having been converted into these units.
The building’s potential energy consumption, should the owner make renovations to be
suggested in the analysis report, is indicated. The section concludes with average home
consumption in Oregon, all sizes taken together, along with the state’s energy consumption
target for a typical building.

The rating report then presents, in the same form, information about the home’s carbon
emissions.

Information on the building, such as its living space, construction date and number of bedrooms,
as well as the energy audit’s date, are also provided.

In addition, the rating report presents a few summary explanations of the method used for
converting the various thermal units into kilowatt-hours. The state’s energy efficiency target is
also explained.

The evaluation report suggested adding an identification of the evaluation software to facilitate
the latter’s follow-up and improvement.

C) Detailed EPS Analysis Report*

The EPS analysis report presents an estimate of energy consumption and related monetary
cost; explanations of discrepancies that may arise between energy quantities estimated in the
EPS rating report and energy quantities actually consumed; a summary of the energy
performance of the building’s main components; recommendations for renovation and
improvement; explanations of proposed improvements; advice on energy-efficient behaviours

* Earth Advantage Institute and Conservation Service Group, Energy Performance Score, August
2009, available on the website of Earth Advantage, Portland, Oregon, USA. [Online]
http://earthadvantage.org/eps_score_sheet existing.pdf (page consulted on March 27, 2010). A prototype
of the rating report is presented in Annex 5 (Rapport-Cotation-EPS.pdf).

“° Earth Advantage Institute and Conservation Service Group, Energy Analysis Report, September
17, 2008, on the website of Earth advantage, Portland, Oregon, USA. [Online]
http://earthadvantage.org/eps_energy analysis_report.pdf, (page consulted on March 27, 2010. A
prototype of the detailed analysis report produced as part of the EPS pilot project is presented in Annex 6
(Rapport-Analyse-EPS.pdf).




that could be adopted; and information about financial incentives available for carrying out
suggested improvement work.

A table summarizes the estimated energy consumption and the related monetary expense,
according to the main uses: room heating, air conditioning, water heating, lighting and electrical
appliances. The costs are presented in terms of energy prices at the time of the evaluation. The
same table also indicates the estimated energy consumption and its cost if suggested
improvement work is done.

This table is completed by information on the building’s estimated carbon emissions and what
they could be following renovation work.

The report also presents information to explain discrepancies between consumption estimated
by the EPS system and actual consumption. In addition, those discrepancies clarify the
conditions under which the EPS evaluation is performed, and they make the evaluated home’s
occupants more aware of the benefits that could result from adopting sounder energy efficiency
behaviours.

A section on the energy performance of some of the building’s components briefly explains each
one so that laymen may understand how they influence the home’s energy consumption. The
condition of each component is evaluated and problematic components are identified. This will
serve as a guide for the proposed improvements: depending on the costs and benefits involved,
renovation or replacement will be suggested for components rated poor, and improvement for
those rated average.

The proposed improvements are classified by ascending order of costs necessary to their
execution, and an estimate of foreseeable monetary savings is presented.

The report’s following section details possible improvements, while explaining how certain
components’ defects hinder the home’s sound energy performance. Read in conjunction with
the section on components’ energy performance, this section makes it possible to understand
the rationale for suggested work.

Among the elements on which the report may issue recommendations are: air leaks, roof and
attic insulation, the heating system, the air conditioning system, ventilation ducts, the hot water
system, lighting and electrical appliances, wall insulation, foundation insulation, doors and
windows.

The section on energy efficiency advice contains suggestions for energy-efficient behaviours, as
well as supplementary references (Internet addresses, etc.) regarding home energy efficiency.

Finally, the report provides information on subsidy programs and tax credits associated with
home renovation work (names of government programs, telephone numbers, Internet
addresses, etc.).



D) Certification and Accreditation of Evaluators

The evaluation report suggested that evaluators be certified, with required qualifications
depending on whether or not the evaluator will be authorized to issue renovation suggestions. A
link with training dispensed by RESNET, the organization responsible for training HERS rating
inspectors, is being considered. That would enable some inspectors to obtain a double
certification at a lesser cost.

The establishment of a quality control system is also being considered. First, a program would
be set up to ensure that inspectors’ training is adequate. Afterward, about 5% of completed
inspections would be verified for their accuracy.

E) Creation of a Database

Building energy ratings provide an excellent opportunity to collect information on the housing
stock of the jurisdiction concerned. Accordingly, a database of evaluated buildings’ features will
be built. Among other things, it will enable a comparison of EPS home ratings within a given
geographic area.

F) Outcomes

The EPS system is currently being implemented progressively: new and recent buildings can
already be evaluated”’. Several seals of quality for new houses, such as those of Earth
Advantage (Silver, Gold or Platinum levels), ENERGY STAR or LEED, already use the EPS
rating®®.

G) Financial Incentives

Energy Trust of Oregon offers, for existing homes, a panoply of financial incentives for all kinds
of energy improvements*®. The combined benefits of state subsidies and tax credits offered by
Oregon and the federal government are detailed in a brochure available on the website of
Energy Trust of Oregon®. At this time, those financial incentives are not associated with the
EPS rating, but they may well become so once the EPS system is largely implemented.

o Energy Trust of Oregon,, Energy Performance Score, on the website of Energy Trust, Portland,
Oregon, USA. [Online] http://energytrust.org/residential/new-home-solutions/eps.aspx (page consulted on
March 27, 2010).

48 Energy Trust of Oregon, Build energy efficiency into your new home, site Energy Trust of Oregon,
Portland, Oregon, United States, no date [Online] http://energytrust.org/residential/new-home-solutions/
gconsulted on April 20, 2010).

9 Energy Trust of Oregon, Get cash for making energy-saving changes, on the website of Energy Trust,
Portland, Oregon, USA. [Online] http://energytrust.org/residential/incentives/, (page consulted on March
27,2010).

50 Energy Trust of Oregon, For home energy improvements, February 2010, 8 pages, on the website of
Energy Trust, Portland, Oregon, USA. [Online]
http://energytrust.org/library/forms/HES DOC Incentive Grid.pdf (page consulted on March 27, 2010).




3. ENERGUIDE RATING SYSTEM FOR NEW OR EXISTING HOUSES

EnerGuide is a Canadian government energy-labelling initiative that evaluates the energy
consumption of a wide range of products such as air conditioners and refrigerators, as well as
vehicle fuel consumption. The EnerGuide logo is a Government of Canada trademark and
cannot be reproduced without the latter's permission®'.

The EnerGuide rating is also used for evaluating the energy performance of new and existing
houses in Canada.

Because the EnerGuide rating system is omnipresent in various renovation programs for

existing homes and in the attribution of seals of quality for new homes, we will study its
operation.

3.1 TYPICAL ENERGY RATINGS

The EnerGuide system attributes to a home’s energy consumption a rating from 0 to 100; a
rating of 100 indicates that a house is energy self-sufficient and requires no exterior energy
supply.

The following are typical results of EnerGuide ratings for new homes®*:

TYPICAL ENERGY RATINGS

Types of Houses Ratings |
New house built in compliance with building code standards 65-72
New house with certain energy efficiency renovations 73-79
New energy-efficient house 80-90
House requiring very little or no energy purchase 91-100

*' Office of Energy Efficiency, EnerGuide for New Houses: Administrative and Technical Procedures,
on the website of Natural Resources Canada, Government of Canada, Ottawa, January 2005, p. 14.
[Online] http://oee.nrcan.gc.ca/residential/business/builders-renovators-trades/building/pdf/EGNH-Admin-
Tech-Procedures-2005.pdf (page consulted on March 21, 2010).

°2 Office of Energy Efficiency, The EnerGuide Rating, on the website of Natural Resources Canada,
Government of Canada, Ottawa, January 18, 2010. [Online] http://oee.nrcan-
rncan.gc.ca/residential/business/builders-renovators-trades/building/rating.cfm?attr=12 (page consulted
on April 7, 2010).




3.1.1 Standardization Assumptions

The purpose of EnerGuide is to evaluate home energy consumption, on the basis of the
occupants’ standardized behaviour model, so that the actual behaviour of occupants at the
moment of rating does not influence the rating of the home itself.

The rating calculation takes several factors into account:

“The rating is determined by collecting detailed information about the home's energy systems,
construction materials and assembly and inputting that information into an energy simulation
modeling program developed by Natural Resources Canada. To factor out the influence of
occupants habits (i.e., to measure the way the house itself uses energy, not the energy-using
habits of its occupants), standard operating conditions are used in the rating.
They assume:

» four occupants in the house

* a thermostat setting of 21°C (70°F) on main floors and 19°C (66°F) in the basement

* a total domestic hot water consumption of 225 litres per day

* lighting and appliance electricity consumption of 24 kilowatt hours per day

* a minimum monthly average ventilation rate of 0.35 air change per hour during the

heating season.”

3.1.2 The House as a System

An important feature of the EnerGuide system is that it considers the house as a system, whose
whole is greater than its parts. On its website, the Office of Energy Efficiency gives an example
of this concept:

“New high-efficiency windows won't prevent your home's condensation problems if they
are improperly sealed or insulated, the humidifier on the furnace has not been agjusted
or if kitchen and bathroom exhaust fans are rarely used or are improperly vented.’ 4

Natural Resources Canada recommends consulting a certified consultant before making energy
efficiency renovations of one’s home, in order to avoid counterproductive work.

%% Office of Energy Efficiency, The EnerGuide Rating, on the website of Natural Resources Canada,
Government of Canada, Ottawa, January 18, 2010. [Online]
http://oee.nrcan-rncan.gc.ca/residential/business/builders-renovators-trades/building/rating.cfm?attr=12
&)age consulted on April 7, 2010).

Office of Energy Efficiency, The House as a System, on the website of Natural Resources Canada,
Government of Canada, Ottawa, January 7, 2010. [Online]
http://oee.nrcan-rncan.gc.ca/residential/personal/new-homes/upgrade-packages/house-
system.cfm?attr=4 (page consulted on March 21, 2010).




3.1.3 Interpretation of the EnerGuide Rating
The EnerGuide rating is based on local building codes in effect at the time of rating.

This procedure makes the rating perishable, since it loses accuracy when the codes are
revised. Moreover, the EnerGuide rating, ranging from 0 to 100, is produced logarithmically, so
that the closer a home is to the perfect 100% rating, the greater the energy efficiency
improvements must be for the building to win points on the EnerGuide scale. For example, a
new house with an EnerGuide rating of 67 will consume twice as much energy as a comparable
house with a rating of 80°°.

This has the perverse effect of giving owners of average-rated homes the impression that their
home is performing relatively well, whereas in fact it is performing relatively poorly.

The EnerGuide rating is standardized according to home size®, so it measures the home’s
energy intensity (similarly to what has been done in Denmark and the United Kingdom) and
does not predominantly indicate® the home’s total energy consumption in physical or monetary
units.

3.1.4 Roles and Responsibilities

Natural Resources Canada (NRCan) nationally coordinates the use of the EnerGuide rating
system for new houses®®.

Because NRCan does not directly train future inspectors, it must publish documentation
necessary for service organizations to train accredited inspectors adequately. NRCan must also
provide service organizations with adequate and up-to-date procedures and software for them
to use the EnerGuide system appropriately.

NRCan is responsible for managing data collection, maintaining a quality control program, and
developing EnerGuide promotional strategies nationally.

> BUCHAN, Don, An Assessment of EnerGuide as a Requirement for New Homes, Canadian Home
Builders’ Association, Ottawa, Ontario, November 2007, p. 5.

[Online] http://www.chba.ca/uploads/policy%20archive/2007/2007-11-27 _03.pdf (page consulted on
March 21, 2010).

*® BUCHAN, Don, An Assessment of EnerGuide as a Requirement for New Homes, Canadian Home
Builders’ Association, Ottawa, Ontario, November 2007, p. 5.

[Online] http://www.chba.ca/uploads/policy%20archive/2007/2007-11-27 _03.pdf (page consulted on
March 21, 2010).

*" Total kWh consumption is indicated on the EnerGuide label, but in very small characters compared to
the principal rating. See Etiquette-EnerGuide.pdf in Annex 7. Document available on the website of
Natural Resources Canada, Government of Canada, Ottawa, n.d. [Online]
http://oee.nrcan.gc.ca/residentiel/personnel/maisons-neuves/forfaits-amelioration/etiquette.cfm?attr=4
ggage consulted on March 21, 2010).

Office of Energy Efficiency, EnerGuide for New Houses: Administrative and Technical Procedures,
on the website of Natural Resources Canada, Government of Canada, Ottawa, January 2005, p. 14.
[Online] http://oee.nrcan.gc.ca/residential/business/builders-renovators-trades/building/pdf/EGNH-Admin-
Tech-Procedures-2005.pdf (page consulted on March 21, 2010).




4, EXISTING HOME IMPROVEMENT INCENTIVE PROGRAMS IN CANADA

41 REIMBURSEMENTS AND TAX CREDITS

Nationally, the main home renovation subsidy program is ecoENERGY Retrofit — Homes®, in
place since January 1, 2007%°. An EnerGuide evaluation of existing houses is mandatory with
regard to eligibility for federal government ecoENERGY subsidies.

Given that the federal government itself does not operate the program, accredited contractors
do so in each locality of the country. The program’s operation is the same everywhere it is
implemented.

The first phase is the home’s EnerGuide evaluation. A report is produced on which is drawn a
list of subsidies for which the owner is eligible®’; only the recommendations made on the
EnerGuide report may be related to subsidies or tax credits.

Following the initial EnerGuide evaluation, the owner has 18 months to do work and make a
second EnerGuide evaluation, with which an EnerGuide advisor verifies the work done and
attributes a new EnerGuide rating to the building. If the work is compliant, the owner will be
reimbursed part of the cost of the work (the subsidy) by mail within 90 days and will be eligible
for tax credits. The maximum subsidy for a single-family house is $5,000°.

Several provincial and territorial jurisdictions offer financial incentives for home renovations, in
addition to those provided by the federal government®.

% Office of Energy Efficiency, About the Energy Efficiency Evaluation Report, on the website of Natural
Resources Canada, Government of Canada, Ottawa, January 7, 2010. [Online] http://oee.nrcan-
rncan.gc.ca/residential/personal/new-homes/upgrade-packages/about-report.cim?attr=4 (page consulted
on March 21, 2010).

See also: Office of Energy Efficiency, Frequently-Asked Questions (FAQ) about ecoENERGY Retrofit —
Homes, on the website of Natural Resources Canada, Government of Canada, Ottawa, March 31, 2010.
[Online]

http://oee.nrcan.gc.ca/residential/personal/retrofit-homes/questions-answers.cfm?attr=4 (page consulted
on March 21, 2010).

% Ottawa announced in April that the ecoEnergy Retrofit — Homes Program was temporarily suspended.
Bryden, Joan, Ottawa suspend le programme de rénovations écoENERGIE, in Cyberpresse, Mon toit
section, Montreal, Quebec, April 1, 2010.

[Online] http://montoit.cyberpresse.ca/renovation/201004/01/01-42667 24-ottawa-suspend-le-programme-
de-renovations-ecoenergie.php (page consulted on April 5, 2010).

®" Office of Energy Efficiency, Grant Table for ecoENERGY Retrofit — Homes, on the website of Natural
Resources Canada, Government of Canada, Ottawa, March 31, 2010. [Online]
http://oee.nrcan.gc.ca/residential/personal/retrofit-homes/retrofit-qualify-grant.cfm?attr=4 (page consulted
on March 10, 2010)

®2 Office of Energy Efficiency, Frequently-Asked Questions (FAQ) about ecoENERGY Retrofit —
Homes, on the website of Natural Resources Canada, Government of Canada, Ottawa, March 31, 2010.
[Online]

http://oee.nrcan.gc.ca/residential/personal/retrofit-homes/questions-answers.cfm?attr=4 (page consulted
on March 21, 2010).

® Office of Energy Efficiency, Complementary Regional Programs with ecoENERGY Retrofit — Homes,
on the website of Natural Resources Canada, Government of Canada, Ottawa, March 31, 2010. [Online]




For example, Efficiency New Brunswick, with its “Existing Homes Energy Efficiency Upgrades
Program”®, subsidizes the initial EnerGuide energy evaluation. Afterward the homeowner is
given a choice: an additional 20% of the federal subsidy, up to $2,000, or an interest-free loan in
the maximum amount of $10,000, reimbursable in 6 years. An additional premium was offered
until March 31, 2010, for replacing a heating system with one that performs better.

In Ontario, the government subsidizes 50% of the fees for the home’s original EnerGuide
inspection, up to $150%°. Once the energy evaluation is completed, the technician will give the
future owner the evaluation report and renovation suggestions. After the proposed work is done,
the owner can receive from the province a $5,000 grant in addition to the federal government’s
$5,000 subsidy®®. The technician also makes a second EnerGuide evaluation when the work is
verified.

Quebec, through the Agence de [lefficacité énergétique and the Rénoclimat program® it
manages, also adds to the ecoENERGY program, by subsidizing the initial EnerGuide
evaluation and granting an additional subsidy according to the home’s heating system®.

http://oee.nrcan.gc.ca/residential/personal/retrofit-homes/provincial-municipal.cfm?attr=4 (page consulted
on March 21, 2010).

o4 Efficiency NB, Existing Homes Energy Efficiency Upgrades Program, Government of New Brunswick,
Canada, 2010. http://www_.efficiencynb.ca/residential/existinghomes.html (page consulted on March 21,
2010).

® Combined table of federal-provincial rebates for Ontario, available on the website of the Ministry of
Energy and Infrastructure, Government of Ontario, Toronto, Ontario, November 24, 2009. [Online]
http://www.mei.gov.on.ca/en/energy/conservation/ohesp/index.php?page=ohesp-audit (page consulted
on March 24, 2010).

% Brochure: It pays to be green, available on the website of the Ministry of Energy and Infrastructure,
Government of Ontario, Toronto, Ontario, November 24, 2009. [Online]
http://www.mei.gov.on.ca/en/pdf/conservation/homeenergy/ohesp brochure murb-en.pdf (page
consulted on March 24, 2010).

®” RénoClimat page, available on the website of 'Agence de I'efficacité énergétique, Government of
Quebec, Quebec City, Quebec, n.d. [Online] http://www.aee.gouv.gc.ca/en/my-home/renoclimat/ (page
consulted on April 5, 2010).

% RénoClimat page, available on the website of 'Agence de I'efficacité énergétique, Government of
Quebec, Quebec City, Quebec, n.d. [Online] http://www.aee.gouv.qc.ca/en/my-home/renoclimat/financial-
assistance/ (page consulted on April 20, 2010).




4.2 PUBLIC MORTGAGE FINANCING

Canada Mortgage and Housing Corporation (CMHC) grants qualifying owners a mortgage loan
insurance premium refund of up to 10% and an extended mortgage amortization period without
surcharge®.

The necessary steps to qualify for those programs are the following:

1- An EnerGuide evaluation is requested, including renovation suggestions for improving
the home’s energy efficiency.

2- The owner applies to CMHC at his financial institution for an extended mortgage
amortization period.

3- The owner makes some of the improvements proposed by the EnerGuide evaluator.

4- An EnerGuide advisor confirms that the work done complies with the recommendations
made beforehand. To be eligible for the CMHC programs, the house’s EnerGuide rating
must have increased by at least 5 points and attain at least 40 points.

5- The owner presents his application for a mortgage loan insurance premium refund.

4.3 MORTGAGE FINANCING AND PRIVATE LOANS

Several financial institutions offer loan or mortgage cashbacks that will serve to pay for energy
efficiency renovations.

An example of such an initiative is the “HypothEco”™® program offered in Quebec by Desjardins
— Caisse d’économie solidaire, which gives a cash amount equivalent to 50% of the financial aid
offered by Rénoclimat, the program of the Agence de l'efficacité énergétique du Québec.

At RBC Royal Bank, the “RBC Energy Saver Loan” offers a $100 cashback or a 1% rate
reduction for fixed rate instalment loans of over $5,000"". The offer is available notably for
purchasing ENERGYSTAR labelled products or for financing renovation work suggested by a
home energy audit.

% canada Mortgage and Housing Corporation, Energy-Efficient Housing Made More Affordable with
Mortgage Loan Insurance, on the website of the Canada Mortgage and Housing Corporation, Ottawa,
Ontario, n.d. [Online] http://www.cmhc.ca/en/co/moloin/moloin_008.cfm (page consulted on March 25,
2010).

Energy-Efficient Housing Made More Affordable with Mortgage Loan Insurance, on the website of the
Canada Mortgage and Housing Corporation, Ottawa, Ontario, n.d.

® caisse d’économie solidaire Desjardins, Découvrez I’hypothEco, Montreal, Quebec, 2010. [Online]
http://hypotheco.coop/, (page consulted on May 3, 2010).

4 Royal Bank of Canada, Personal Loans — RBC Energy Saver, Montreal, Quebec, 2010. [Online]
http://www.rbcroyalbank.com/RBC:S98p4Y71A8UAJeCw5SAl/products/personalloans/energy-saver-
loan.html (page consulted on May 3, 2010).




5 NEW HOME PERFORMANCE INCENTIVE PROGRAMS IN CANADA

New building performance incentive programs may be classified into two categories: those
related to seals of quality and those related to purely financial incentives. Seals of quality
generally guarantee that a newly built home features greater comfort, better ambient air quality,
an extended useful life and good energy performance. Since buying a new home is not simply a
matter of cost-benefit calculations, the non-energy advantages of seals of quality make energy-
efficient homes appear more attractive.

We will first examine certain national seals of quality for new homes, and then provincial seals
of quality. Financial incentives will follow, which may take the form of refunds or tax credits
offered by the various levels of government (subsidies), federal government offers of mortgage
refinancing or insurance, and various offers or cashbacks from financial institutions.

5.1 NATIONAL SEALS OF QUALITY FOR NEW HOMES

5.1.1 The R-2000 Standard

The main national seal of quality for new homes is the R-2000 Standard, designed by Natural
Resources Canada (NRCan) and administered by the Office of Energy Efficiency (OEE). The R-
2000 Standard:

“...includes requirements related to energy efficiency, indoor air quality and the use of
environmentally responsible products and materials. It does not, however, specify
exactly how a house must be built.

Rather, the R-2000 Standard sets criteria for how an R-2000 home must perform. This
leaves tl;lze designer and builder free to choose the most effective and economical way to
build it.”

Meeting the R-2000 Standard is voluntary. It consists of a series of requirements that go beyond
those imposed by local building codes. A certain leeway is allowed as to the means taken to
meet those requirements, so long as the final outcome meets performance expectations.

“The R-2000 energy target is equivalent to a rating of 80 under the EnerGuide for
Houses rating system.””

However, the energy evaluation varies according to weather conditions in the region where the
home is built; the objective of 80 on the EnerGuide scale is thus only approximate:

"2 Office of Energy Efficiency, About the R-2000 Standard, on the website of Natural Resources
Canada, Government of Canada, Ottawa, January 7, 2010. [Online]
http://oee.nrcan.gc.ca/residential/personal/new-homes/r-2000/standard/standard.cfm?attr=4 (page
consulted on March 22, 2010).

"% Office of Energy Efficiency, Standard R-2000, on the website of Natural Resources Canada,
Government of Canada, Ottawa, April 1, 2005, page 8. [Online]
http://oee.nrcan.gc.ca/residential/personal/new-homes/r-2000/standard/current/R2000-standard.pdf
(page consulted on March 22, 2010).




“R-2000 homes must operate within a specific energy budget, based on the
characteristics of the home and the climate conditions where it's built. Typically, R-2000
homes need 30 percent less energy to operate than conventional new homes. "4

This standard is thus established in relation to building codes in effect when the rating is given.
A house that was R-2000 certified 20 years ago will not likely consume 30% less energy than a
house built according to current minimum building standards. Likewise, the 80 rating given at
the time under the EnerGuide rating system could not be maintained if an audit were conducted
today, based on current standards. The label therefore loses significance over time.

Provincial programs, such as the “Manitoba R-2000 Program”, occasionally promote the R-2000
Standard’®.

5.1.2 The ENERGY STAR Seal

The ENERGY STAR label (trademark) was created by the United States Environmental
Protection Agency (EPA) in 1992. Natural Resources Canada’s Office of Energy Efficiency
(OEE) promotes the international ENERGY STAR symbol in Canada and has been monitoring
its use since 2001. The ENERGY STAR label for new homes has been in circulation since
2005. According to OEE, houses that are ENERGY STAR certified in Canada are at least 30%
more energy-efficient than houses built according to the building code’s minimal standards’.

“ENERGY STAR® for New Homes is currently available only in Ontario and
Saskatchewan and is delivered in the field by a network of regional service
organizations.””’

In a circular promoting the ENERGY STAR label for new homes’, we find the following
description of its benefits to homeowners:

" Office of Energy Efficiency, About the R-2000 Standard, on the website of Natural Resources
Canada, Government of Canada, Ottawa, January 7, 2010. [Online]
http://oee.nrcan.gc.ca/residential/personal/new-homes/r-2000/standard/standard.cfm?attr=4 (page
consulted on March 22, 2010).

" Manitoba R-2000 Home Program! The website’s home page, Government of Manitoba, Winnipeg,
Manitoba, n.d. [Online] http://www.r2000manitoba.com/, (page consulted on March 18, 2010).

’® Office of Energy Efficiency, ENERGY STAR for New Homes, on the website of Natural Resources
Canada, Government of Canada, Ottawa, June 26, 2009. [Online]
http://oee.nrcan.gc.ca/residential/personal/new-homes/energystar-new-homes.cfm?attr=4 (page
consulted on March 23, 2010).

" Office of Energy Efficiency, What Is the ENERGY STAR® for New Homes Initiative?, document
available on the website of Natural Resources Canada, Government of Canada, Ottawa, December 30,
2009. [Online] http://oee.nrcan.gc.cal/residential/business/new-homes/new-homes-initiative.cfm?attr=12
ggage consulted on March 22, 2010).

See Circulaire-ES.pdf in Annex 8. Document available on the website of Natural Resources Canada,
Government of Canada, Ottawa, n.d. [Online] http://oee.nrcan.gc.ca/residentiel/personnel/maisons-
neuves/energystar-maisons-neuves.pdf (page consulted on March 22, 2010).




* lower energy bills

* improved comfort

* government-backed quality assurance
* lower impact on the environment

* higher resale value””®

These benefits of new homes that are ENERGY STAR certified make the symbol more than a
measure of energy efficiency — it is a seal of quality. Still, energy efficiency remains crucial to
obtaining the ENERGY STAR seal of quality.

The technical specifications for ENERGY STAR certification integrate energy efficiency
measures pertaining to the following components and items: heating and air conditioning
systems, air ducts, windows, French windows and window wells, walls and ceilings, ventilation
and air leaks.

The circular also mentions that interested homeowners can receive the EnerGuide energy
performance rating and that: “Although most new homes receive a rating of at least 68, the
average ENERGY STAR certified home receives an energy performance rating of at least 77.”%
In contrast to the R-2000 Standard, the ENERGY STAR label in Canada does not have any
energy efficiency target.

5.2 PROVINCIAL SEALS OF QUALITY FOR NEW HOMES

Several provinces, energy distributors and associations of groups working in the residential
construction industry have developed new home seals of quality in addition to national seals.
Several of those provincial seals are inspired by the R-2000 Standard. Here is a sample of a
few of those seals:

5.2.1 In Manitoba

Manitoba-Hydro offers a “New Home Program” that provides for two levels: Silver and gold®".
There are stringent technical specifications for ensuring quality constructions. The Gold level
gives an EnerGuide evaluation free of charge at the end of the work, and qualifies the home for
CMHC mortgage insurance and refinancing programs (see section 5.4 on financial incentives
for new homes). The Silver level does not make a home eligible for these benefits.

" See Circulaire-ES.pdf in Annex 8. Document available on the website of Natural Resources Canada,
Government of Canada, Ottawa, n.d. [Online] http://dsp-psd.pwgsc.gc.ca/collection_2009/nrcan/M144-
176-2009E.pdf (page consulted on March 22, 2010).

% Office of Energy Efficiency, ENERGY STAR for New Homes, on the website of Natural Resources
Canada, Government of Canada, Ottawa, June 26, 2009. [Online]
http://oee.nrcan.gc.ca/residential/personal/new-homes/energystar-new-homes.cfm?attr=4 (page
consulted on March 23, 2010).

# Manitoba Hydro, Program Levels, New Home Program, Winnipeg, Manitoba, n.d. [Online]
http://www.hydro.mb.ca/your_home/new_home/levels.shtml (page consulted on March 25, 2010).




5.2.2 In Alberta and British Columbia

The Built Green industry initiative offers home builders and buyers in Alberta and British
Columbia a list of measures to include in new homes to save energy. Depending on the
measures applied and the EnerGuide rating given a home, the new construction will receive the
Bronze, Silver, Gold or Platinum label.

The Bronze label will be attributed to residences awarded an EnerGuide rating of 72 to 74, and
a Silver label to those awarded a rating of 75 to 76. The Gold label will be reserved for homes
receiving an EnerGuide rating of 77 to 81, and the Platinum rating for those receiving a rating of
82 0r8(23ver. Houses whose final rating exceeds 77 will qualify for CMHC’s low-rate refinancing
offers™.

5.2.3 In New Brunswick

The EnerGuide rating itself serves as a seal of quality in New Brunswick. An EnerGuide rating
of 80 qualifies a new house for many subsidies or discounts®.

The process is as follows: the builder meets a certified energy efficiency advisor and, according
to the new building’s plans and specifications, the energy efficiency advisor uses simulation
software to calculate the home’s EnerGuide rating.

On the basis of elements that may have a particularly important incidence on the house’s
energy efficiency, the advisor may then suggest energy efficiency improvements and inform the
builder of corresponding variations in the EnerGuide rating. The advisor provides the builder
with an evaluation of proposed costs and measures.

The builder will then meet the new home’s buyer to inform him about the various possible
options regarding his new home’s likely energy performance depending on the choices he will
make.

After construction, the builder again asks the energy advisor to audit the work done and submit
it to an infiltrometer test.

82 After April 1, 2010, this requirement will be raised to a rating of 80 on the EnerGuide scale. In this
regard, see the page Energy-Efficient Housing Made More Affordable with Mortgage Loan Insurance, on
the website of the Canada Mortgage and Housing Corporation, Ottawa, Ontario, n.d. [Online]
http://www.cmhc.ca/en/co/moloin/moloin_008.cfm (page consulted on March 25, 2010).

& Efficiency NB, Program information and financial incentives, New Homes Program, Efficiency NB,
website of the Government of New Brunswick, Saint John, New Brunswick, November 2009, p. 4. [Online]
http://www.efficiencynb.ca/residential/program-information.html (page consulted on March 27, 2010).




With the collected data, the advisor may give the new building an official EnerGuide rating. The
following information is provided by the report®*:

* The house’s EnerGuide rating and an explanation of the evaluation system.

* A breakdown of the energy quantity used for heading rooms, lighting and the operation
of electrical appliances.

* An estimate of electricity, gas or fuel oil consumption for a typical family of four (estimate
based on normal temperature and a normal use of lighting, electrical appliances and hot
water).

* Recommendations for maintaining the energy efficiency of the house and its main
equipment.®

5.2.4 In Quebec

Through its Agence de l'efficacité énergétique, Quebec offers the Novoclimat certification®,
which constitutes a package of various energy efficiency measures to give a new building an
energy performance at least 25% greater than houses built according to local building codes.
5.3 REFUNDS AND TAX CREDITS

Currently, there are no federal financial incentives for building new energy-efficient houses?’,
other than the CMHC’s incentives®. However, several provinces and territories subsidize the

construction of new energy-efficient homes.

In Manitoba, other than the free EnerGuide inspection for Gold certified houses, a cashback of
at least $1,000 is offered or, optionally, a $600 discount on Manitoba-Hydro’s electricity bill.

In New Brunswick, subsidy programs for new energy-efficient houses are more numerous.
Three types of new homes can qualify: R-2000 certified houses, houses with an EnerGuide

8 Office of Energy Efficiency, About the Energy Efficiency Evaluation Report, on the website of Natural
Resources Canada, Government of Canada, Ottawa, January 7, 2010. [Online] http://oee.nrcan-
rncan.gc.ca/residential/personal/new-homes/upgrade-packages/about-report.cfm?attr=4 (page consulted
on March 27, 2010).

% An example of such a report is available online. Office of Energy Efficiency, EnerGuide for New
Houses: Administrative and Technical Procedures, on the website of Natural Resources Canada,
Government of Canada, Ottawa, January 2005. [Online]
http://oee.nrcan.gc.ca/residential/business/builders-renovators-trades/building/pdf/EGNH-Admin-Tech-
Procedures-2005.pdf (page consulted on March 21, 2010).

% NovoClimat page, available on the website of 'Agence de I'efficacité énergétique, Government of
Quebec, Quebec City, Quebec, n.d. [Online] http://www.aee.gouv.qc.ca/en/my-home/novoclimat/ (page
consulted on May 4, 2010).

¥ Office of Energy Efficiency, Frequently-Asked Questions (FAQ) about ecoENERGY Retrofit —
Homes, on the website of Natural Resources Canada, Government of Canada, Ottawa, March 31, 2010.
[Online]

http://oee.nrcan.gc.ca/residential/personal/retrofit-homes/questions-answers.cfm?attr=4 (page consulted
on March 21, 2010).

% See section 5.4 of the present report in this regard.




rating of 80 or over, and houses with certain mandatory characteristics® specified by Efficiency
New Brunswick (whatever their EnerGuide rating).

Proposed financial incentives include: a refund of 50% of the cost of the EnerGuide evaluation
service, up to $250; a so-called basic subsidy of $1,000 for qualifying houses; and a subsidy of
$2,000 to $3,000 to buyers of new homes gor existing ones that meet standards) for the
purchase or replacement of the heating system 0,

In Ontario, no subsidy program for building new energy-efficient homes is currently in place, to
our knowledge; only a program intended for the commercial and industrial sector, and
developed by the Ontario Power Authority, is currently in effect®.

5.4 PUBLIC MORTGAGE FINANCING

The conditions and procedure for obtaining from CMHC a 10% mortgage loan insurance
premium refund of up to 10% and a 35-year extended mortgage amortization period without
surcharge for buying a new or existing energy-efficient house are as follows®*:

1- The new building must meet one of the following criteria:

a) The home is a R-2000 home with high energy performance;

b) The home has an EnerGuide rating of 77 or over;

c) It has been or will be built as part of an energy-efficient home-building program
recognized by CMHC®?;

d) The energy efficiency of the building in which the condominium unit is located exceeds
by 25% the requirements of the Model National Energy Code of Canada for Buildings
(MNECB).

2- The future owner applies for mortgage loan insurance from his financial institution.

3- An EnerGuide advisor confirms that the house qualifies according to the above mentioned
criteria. An existing house may also be eligible if it meets one of the above mentioned
standards of performance. Otherwise, the owner may benefit from CMHC offers for
renovations to existing homes.

4- The owner applies for a premium refund.

89 Efficiency NB, Checklist developed to help build energy-efficient homes, New Homes Programs,
Efficiency NB, website of the Government of New Brunswick, Saint John, New Brunswick, November
2009. [Online] http://www.efficiencynb.ca/home/efficiency-nb-in-the-news.html#anchor24 (page consulted
on February 2, 2010).

% Efficiency NB, Program information and financial incentives, New Homes Program, Efficiency NB,
website of the Government of New Brunswick, Saint John, New Brunswick, November 2009, pp. 3-4.
[Online] http://www.efficiencynb.ca/residential/program-information.html| (page consulted on March 27,
2010).

" Ontario Power Authority, page Commercial Sector - Programs, Incentives, Rebates, on the website
of 'Ontario Power Authority, Government of Ontario, Ottawa, Ontario, n.d. [Online]
http://business.everykilowattcounts.com/com/programs-incentives-rebates.php?pir=HPNC (page
consulted on March 28, 2010).

% Energy-Efficient Housing Made More Affordable with Mortgage Loan Insurance, on the website of the
Canada Mortgage and Housing Corporation, Ottawa, Ontario, n.d. [Online]
http://www.cmhc.ca/en/co/moloin/moloin_008.cfm (page consulted on March 25, 2010).

* Canada Mortgage and Housing Corporation, CMHC Eligible Energy-Efficient Building Programs, on
the website of the Canada Mortgage and Housing Corporation, Ottawa, Ontario, n.d. [Online]
http://www.cmhc.ca/en/co/moloin/moloin_008.cfm (page consulted on March 25, 2010).




5.5 PRIVATE MORTGAGE FINANCING

As in the case of existing homes, several Canadian financial institutions offer more-attractive
mortgage loans to buyers who want their new home to be energy-efficient.

At RBC Royal Bank, the “RBC Energy Saver Mortgage™* program offers a $300 cashback
(certain conditions apply) for an energy efficiency audit of the buyer’s future home.

The “HypothEco™® program, offered in Quebec by Desjardins — Caisse d’économie solidaire,
offers the buyer of a Novoclimate-certified house a $1,750 cashback if the buyer has signed a
mortgage of $100,000 or more.

9 Royal Bank of Canada, RBC Energy Saver Mortgage, 2010. [Online]
http://www.rbcroyalbank.com/products/mortgages/energy-saver-mortgage.html, (page consulted on May
4, 2010).

% Caisse d’économie solidaire Desjardins, Découvrez I'hypothEco, 2010. [Online]
http://hypotheco.coop/, (page consulted on May 3, 2010).




6 PROPOSED ENERGY RATING SYSTEM

The overview of foreign experiences has shown that there is no mandatory energy rating
system that could be considered better in itself or that should be applied universally; various
practices have been adopted to meet the objectives set by the different systems. It is therefore
necessary to define the objectives and fundamental orientations of the proposed energy rating
system before attempting to determine specific practices to be adopted or preferred. The
content of the energy rating system will largely result from the choices made as to objectives
and orientations; their definition will thus constitute the first task in developing such a system.

Afterward, we will survey a few common practices we found in the foreign rating systems
studied, and we will assess the relevance of applying them to our rating system in view of the
objectives and orientations set. Additional considerations regarding certain elements that will be
included in the suggested rating system will also be addressed.

During the design of the proposed rating model, to verify the relevance and feasibility and
measure the interest that such a proposal was likely to raise, we surveyed several stakeholders
we presumed might show interest. To that end, we sent invitations to many organizations96 in
fall 2009 to probe their interest in commenting on our project. We received very few positive
answers; the Corporation of Master Pipe Mechanics of Quebec expressed interest, and we had
a telephone conversation with its representatives. The Bureau de normalisation du Québec and
the Corporation des propriétaires immobiliers du Québec Inc. expressed interest in seeing a
working document, while the Association provinciale des constructeurs en habitations du
Québec - Service technique sent us a few general comments on home energy rating.

In a second round of solicitations made in early 2010, we sent a summary document
(reproduced in Annex 9) that presented common home rating system practices to organizations
that showed interest in participating in our survey and to potential new stakeholders®, and that
solicited their ideas and reactions. Our invitation asked the interested parties to take position on
certain home rating system approaches and practices. However, few organizations agreed to
answer our questions directly; some of them said they were interested in seeing a draft of the
final version. So we sent a draft research report to them and other organizations, as well as
member organizations of the energy efficiency committee of Union des consommateurs. We
were able to gather the comments of the Bureau de Normalisation du Québec, NB Power and
the energy efficiency committee of Union des consommateurs.

%® The organizations to which we sent an invitation were the following: Régie du batiment du Québec -
Normalisation et qualification, Bureau de la normalisation du Québec, American Society of Heating,
Refrigerating and Air-Conditioning Engineers (Montreal Chapter), Association Québécoise pour la
maitrise de I'énergie, Association des Inspecteurs en Batiments du Québec, Association de la
construction du Québec, Commission de la construction du Québec, Corporation of Master Pipe
Mechanics of Quebec, Corporation des propriétaires immobiliers du Québec inc., Corporation des
entrepreneurs généraux du Québec, Société d'Habitation du Québec, Association d'isolation du Québec,
Coalition énergie et développement durable, Canada Green Building Council - Quebec Section,
Association provinciale des constructeurs en habitations du Québec - Service technique.

% The mailing list included, notably: Hydro-Québec, Société en commandite Gaz Métro, Bureau de
normalisation du Québec, Corporation des maitres mécaniciens en tuyauterie du Québec, Corporation
des propriétaires immobiliers du Québec inc.



Some of the orientations or practices were retained while considering the comments of
participants in our survey®.

The present chapter will conclude with a detailed description of the report that would
accompany the proposed rating system.

6.1 OBJECTIVES AND MAJOR ORIENTATIONS

Before determining the type and scope of the program that would relevantly be put in place in
Canada, it is important to establish the fundamental objectives and orientations of the proposed
energy rating system, after which it will be possible to identify the practices that should be
favoured in order to follow those orientations and meet those objectives.

We will begin by stating the main objectives that the proposed rating system should set:
additional information available to the consumer on his home’s energy and environmental
performance, as well as a reduction in energy used and in pollution emissions per housing unit.

We will continue with the system’s major orientations, i.e., the procedures that should make it
possible to meet the fundamental objectives: the proposed rating system’s binding effect and
scope, as well as a presentation of measures regarding home energy consumption and pollution
emissions.

6.1.1 Additional Consumer Information

The primary objective of the home rating system is to inform the consumer about his future
home’s energy efficiency, so that he may be aware of the monetary and environmental costs
related to his energy use.

In a context of rising energy prices, this will be useful information for homeowners concerned
with making appropriate home energy efficiency improvements, or for tenants wanting to avoid
high and unforeseen energy bills. In addition, responsible consumers will be better able, thanks
to such labelling, to choose homes less damaging to the environment.

6.1.2 Improving Home Energy Efficiency and Environmental Performance

Energy use appears poised to become a major issue in the 21% century: world reserves of
several fossil fuels (natural gas, oil, coal) are rapidly declining, while the growing appetite of
emerging powers (Brazil, Russia, India and China) for those energy sources will likely make
future energy prices rise to unprecedented levels.

In Canada, the residential sector consumes about 17% of the energy used annually®®. A
reduction in the energy used in this sector can strengthen the country’s energy security; this is
an important objective for the home rating system we hope will be established.

% Union des consommateurs nevertheless assumes sole responsibility for the final content of this
research report.

% Office of Energy Efficiency, Energy efficiency developments in Canada, 1990 to 2007, available on
the website of Natural Resources Canada, Government of Canada, August 2009. [Online]



Secondly, it seems appropriate to consider the opportunity of establishing a greenhouse gas
(GHG) emissions rating system in addition to the energy rating itself; the three foreign systems
studied have done so.

Canada ratified the Kyoto Accord, which provides for a 6% absolute reduction in GHG by 1212
compared to their 1990 level. Canadian buildings (residential and commercial sectors taken
together) alone generate about 35% of GHG in Canada'®. Inserting a measurement of pollution
emissions in the rating system would favour investments to reduce those emissions.

It is easy to imagine that certain construction or performance standards could become
mandatory to meet those environmental imperatives. In addition, subsidy programs to improve
home environmental performance could likely arise in the relatively short term, particularly since
GHG emissions are about to be metered in several countries. Creating a database on GHG
emissions from the Canadian residential housing stock would be particularly appropriate in this
context.

All this strongly militates in favour of a rating system that would cover CO; emissions.
Accordingly, the proposed rating system will include the objective of reducing home pollution
emissions.

6.1.3 Binding Effect and Scope of the Rating System

For a rating system to attain a maximum efficiency level, it is important that the entire housing
stock be rated mandatorily. The advantages of a mandatory rating and its systematic disclosure
during real estate transactions (sale, resale and rental) are many and well documented™".
Mandatory disclosure of energy efficiency makes it possible, among other things, to:

* Internalize the value of the energy efficiency of homes in their sale prices, thus providing
homeowners with additional incentives for them to invest more to that effect.

* Favour a market transformation for new buildings and publicly promote the good energy
efficiency of new homes, with this consideration becoming over time a determining
criterion for buyers.

* Reach a large part of the housing stock much more rapidly than would voluntary rating
initiatives, which generally have very low penetration rates (often less than 1% annually).

http://oee.nrcan-rncan.gc.ca/corporate/statistics/neud/dpa/tableshandbook2/res 00_11 e 4.cfm?attr=0
ggoage consulted on May 21, 2010). ]

COMMISSION DE COOPERATION ENVIRONNEMENTALE DE L’AMERIQUE DU NORD (CCE), Le
béatiment écologique en Amérique du Nord, Névé Editions, Quebec City, Quebec, March 27, 2008,
available on the website of MédiaTerre, Accueil Canada-Québec, Quebec City. [Online]
http://www.mediaterre.org/canada-quebec/actu,20080327193323.html (page consulted on April 12,
2010).

' DUNSKY ENERGY CONSULTING, Cote énergétique obligatoire, assessment of the international
experience, Montreal, April 2009, pp. 18-33. Available on the ftp site of the Agence de I'efficacité
énergétique du Québec. [Online] http://www.aee.gouv.qc.ca/RegieEnergie/R-3709-
2009/Etude/Cote%200bligatoire%202009-04-06%20(v.finale %20AEE) v.2003.pdf




* Establish a symmetry of information on housing energy costs in the rental market, where
tenants generally have little information on those costs.

» Set up a database on the energy efficiency of the country’s housing stock; this could be
useful in many respects (energy consumption and home GHG emissions, data on the
condition of new construction, useful information for eventual improvements to building
codes).

Given these multiple advantages, we will adopt a position in favour of an energy efficiency
system with mandatory disclosure, for the sale, resale or rental of new and existing homes. It is
essential that a future buyer be able to compare the energy efficiency and monetary costs of a
new home with those of an existing home.

This orientation implies that the rating system must be the same for new and existing homes.
Since the primary objective of our rating system is to inform the consumer about the energy
efficiency of his future home, different ratings for new or existing homes would needlessly
confuse his attempt to compare a new home’s performance with that of an existing home, and
would hinder us from meeting our primary objective.

6.1.4 Measurements of Energy Consumption and Pollution emissions

Measurements used for calculating consumed energy and pollution emissions as part of an
energy rating system are important and closely related to the goals set by the rating system, but
without necessarily translating them systematically or perfectly.

Denmark, France and the United Kingdom, which ratified the Kyoto Accord, have adopted
energy intensity measurements, i.e., measurements based on quantities of consumed energy
and pollution emissions per square meter of living space. However, the area of new homes
having increased in recent years, a reduction in energy used per square meter, useful though it
may be, will be insufficient to ensure a reduction in total energy used in those new homes. The
same applies to pollution emissions.

As for Oregon’s EPS pilot project, it reports the gross quantity of energy used per home; this
focuses on a total reduction of energy used in a housing unit rather than on a reduction of
energy used per square meter. This approach is more effective in meeting the targets of the
Kyoto Accord, which, however, the United States has never ratified.

We will opt for an orientation corresponding to Canada’s international environmental
commitments: measurements of gross quantities of energy and pollution emissions will
therefore be used predominantly in our proposed energy rating system.

It remains that intensity measurements may prove useful in some respects: they enable
consumers to compare the energy performance of homes of different areas, given that the gross
measurement is not very informative in this case; a home of lesser area will likely consume less
energy even if it is less efficient, as the intensity measurement would explicitly reveal. In
addition, the eventual establishment of a provincial or national energy efficiency target being
desirable (even likely in the relatively short term), it will be more consistent to express that target
with a measurement of energy intensity, in order, again, to enable a more significant
comparison between different size homes and the chosen target. Accordingly, intensity
measurements will be used to that effect in the proposed rating system.



The rating system will thus predominantly present gross quantities of energy consumption and
pollution emissions, but also, for certain purposes, the energy quantities used per square meter
(i.e., kWh/m?) and GHG quantities released per square meter (i.e., COz/m?).

6.1.5 Obijectives and Orientations Chosen

The proposed rating system will aim to inform consumers (homeowners or future tenants and
buyers) on the energy efficiency of homes and to reduce the housing stock’s energy
consumption and pollution emissions.

Certain fundamental orientations should help meet those objectives: the rating system will be
mandatory, and disclosure of its report will also be so during the sale, resale and rental of a
home. In addition, the rating system will apply both to new and existing buildings and will be the
same for all types of housing.

The rating system will pertain to GHG and energy consumption. Measurements of energy
consumption and CO; emissions will be expressed primarily in used or released gross
quantities, but the energy performance report will also present intensity measurements for those
two aspects.

6.2 COMMON PRACTICES OF ENERGY RATING SYSTEMS

Certain energy rating practices are so common that they were found in most, if not all, foreign
cases studied. While those practices are shared by the programs examined, it remains that they
were applied differently from one program to another. We will therefore summarily evaluate the
relevance of transposing those practices in the energy rating system proposed for Canada and,
if applicable, the appropriate way to do so.

a) The energy evaluation is standardized in order to be independent of occupants’ behaviour.
- This practice is logical, since rating systems are intended to evaluate buildings’ energy
efficiency, and not the behaviour of current or eventual occupants. We will therefore
adopt in the proposed system an evaluation not related to occupants’ behaviour.

b) The energy rating report enables a comparison of the evaluated home’s performance with
those of other homes. In Denmark, the rating system classified a home’s performance on a
scale in relation to the performance of similar homes. The United Kingdom gives the
average rating of the country’s homes, while Oregon’s EPS system gives the average
energy consumption of the state’s homes as well as the state’s energy target for average
home consumption.

- This practices has the advantage of providing additional information on the relative
energy efficiency of the evaluated home. However, the form chosen to do so is highly
important: comparing the gross consumption of a given building with that of the average
building on a given territory does not appear very relevant to us; homes can be of very
different sizes, so comparing a home of a given size with a home of average size does
not seem very useful to us. Nor do we recommend an indication of average
consumption per m? among the housing stock in the province or country, because such
a mention would risk weakening the incentives for homeowners to make energy



efficiency improvements to buildings whose performance would be close to average'®.
However, provincial or national energy intensity targets (i.e., kWh/m? and CO,/m?) could
be indicated to encourage homeowners to aim for them. Of course, those targets will be
less ambitious than the average consumption per square meter among the housing
stock in the given jurisdiction.

The rating report indicates the monetary cost that will be entailed by the home’s estimated

energy expenditure.

- Since the costs that will be entailed by energy consumption represent the home energy
performance that is best understood by homeowners, future buyers or tenants (cf.
Section 2.3.3 — Oregon’s Law and the EPS Pilot Project), we will also adopt this
practice.

- This choice is in line with the chosen orientation, which consists of presenting as a
priority the building’s gross energy consumption, given that the energy expenditure’s
total cost is the product of the gross quantities consumed per energy source and their
respective prices.

Improvement suggestions that would enable homeowners to improve the home’s energy

efficiency are included in the energy rating report of existing buildings.

- Owners or future buyers often misunderstand the improvements that would make their

home more energy-efficient and, as demonstrated by the investigation conducted during
the development of Oregon’'s EPS system, they want to be informed of those
possibilities. Such a practice, which is likely to facilitate access to practical means of
reducing home energy consumption and pollution emissions, appears to us appropriate
for the proposed system.
To that effect, we propose a novelty: the holder of a rating report will be able to use a
Web tool to determine what improvements he will decide to make in the first place (see
Section 6.3.4 — Creation of a Website and a Database), an automatic update of the
rating report indicating to him the gains and savings that those improvements could
enable him to obtain.

- Future owners of a new building who want to obtain a good energy rating will have an
interest in agreeing with the contractor so that the future home’s plans and specifications
lead to obtaining a high energy performance. The process could be inspired by what is
currently done in New Brunswick, where the EnerGuide rating serves as a seal of quality
for new homes (see Section 5.2.3 - In New Brunswick).

An approximation of monetary savings that could be entailed by improvement work is

indicated in the case of existing buildings.

- Because it is likely to raise current or future owners’ awareness of the economic benefits
of energy efficiency improvement work, this practice will be incorporated in the proposed
rating system. Again, the Web tool detailed in Section 6.3.4 will be useful for examining
the foreseeable monetary costs and benefits of improvement work.

An inspector accreditation and quality control system has been put in place (or will be in the

case of Oregon).

- Such a measure is indispensable for the proposed rating system to be objective and not
inclined to favour conflicts of interest and for the public to trust this program. The

102

Centre Scientifique et Technique du Batiment, Diagnostic de performance énergétique, French

Government, France, 2005, p. 25.



mishaps of Denmark’s initial implementation and the recommendations of the
subsequent evaluation report confirm the importance of these requirements.

6.3 ADDITIONAL ELEMENTS AND CLARIFICATIONS

This section details a few other elements of the proposed energy rating system, whose report
will comprise two distinct parts — one on the home’s energy efficiency as such and the other on
suggestions for possible improvements.

This information will be presented in a document that will be given to the homeowner and that
the latter will be obliged to communicate to any eventual buyer or tenant. Each document will
carry a unique alphanumeric code to identify it.

6.3.1 Presentation of the Home’s Energy Performance

Energy consumption and pollution emissions will be indicated prominently on the basis of gross
quantities used or released. The home will be evaluated on that basis.

The presentation of the home’s total energy expenditure will be subdivided according to usage
(room and water heating, air conditioning, lighting and electrical appliances) and energy source
used for those purposes (electricity, natural gas, fuel oil, propane). This will enable the
homeowner to be precisely aware of the provenance of his energy consumption.

The prices of the various sources of energy at the time of the home’s evaluation will also be
indicated. By multiplying the quantities of energy types used by their respective prices, the
homeowner will be able to determine his total monetary expenditure for the energy he uses and
to identify expensive energy sources and uses.

6.3.2 Performance Calculations and Inputs

The quantities appearing on the energy rating report will be estimated using software designed
for that purpose, and data collected on-site during the energy audit will serve as inputs in
calculating energy performance.

The inputs used should include data on: the heating system, air conditioning, the hot water
system, lighting and electrical appliances, wall insulation, air ducts and ventilation, as well as
secondary heating sources (i.e., wood stove). The average local temperature (possibly
modulated by heating degree days) will also be used as an input in forecasting energy
consumption.

Calculation software requiring a limited number of parameters, such as “Simple” in Oregon’s
EPS pilot project, will be used.

It will be important to indicate on the rating report the home components on which data was
used for establishing performance calculations. This will later make it possible to evaluate their
condition and energy efficiency in order to suggest appropriate improvements. It will be
reminded that the quantities are estimated according to conventional use of the building.



6.3.3 Renovation or Improvement Suggestions

Renovation suggestions will be detailed per home components; this will enable the homeowner
to understand which of his home’s components have a negative effect on its energy
consumption, and to know which components are in good condition and energy-efficient and
which ones require improvements or replacement. Monetary costs and benefits will be
evaluated by means of the Web tool, whose operation is explained in the next Section.

6.3.4 Creation of a Website and Database

Since energy prices are largely volatile, it is important to enable co-owners to recalculate the
energy consumption cost after substantial price variations. In addition, in case national or
provincial energy efficiency targets are established and then increased, it seems appropriate for
homeowners to be able to compare their home’s energy performance with the new targets in
effect.

To that end, a website for re-updating the energy efficiency report will be launched. The energy
efficiency reports will be stored in an electronic database accessible on the Web. By entering
his report’s specific alphanumeric code, the homeowner of future buyer will be able to re-update
the report with current energy prices and current energy efficiency targets established by
government authorities, and even to download, for example, an updated PDF version of the
report.

A tool will be developed on the website to enable homeowners to evaluate which energy
efficiency improvements they want to prioritize; those improvements have different costs, return
on investment times and services lives. Depending on the owner’s financial availability and
priorities, he will be able to find the sequence of energy efficiency improvements that is most
cost-effective to carry out for his home.

6.4 PRESENTATION OF THE ENERGY PERFORMANCE REPORT (EPR)

The EPR’s suggested presentation results from what was mentioned above: a first part
presenting the home’s energy performance results, i.e., energy consumption and CO,
emissions, and a second part on proposals for modifications to various components in view of
improving the home’s energy performance.

The following pages present an approximate description of the energy rating report. The
presentation we propose is inspired by the one used in the EPS pilot project, because the rating
system we suggest is more similar to those developed in Europe.

The building’s address and the report’'s alphanumeric code will be indicated visibly in the
heading for purposes of identification and reference, as well as the date of the audit. The
software used for the evaluation will also be identified, along with the evaluator’s coordinates.



6.4.1 First Part: The Energy Efficiency Evaluation

For this first part, we opt for a presentation that facilitates the reading of essential data, with the
help of tables making it easier to understand the data.

First, the home’s estimated aggregate consumption in kWh is presented. The reported
quantities of energy sources other than electricity are transposed in kWh by means of
conversion factors whose details will appear later in the report. The monetary cost of total
energy consumption is shown beside, in bold characters to highlight it.

A summary table, visually imposing, follows and details the measurements and uses of energy
per production source; those energy sources are expressed in their natural physical units (kWh,
m?, litres). Energy prices in effect at rating time are clearly indicated, and the cost of each use is
calculated.

The address of the website that may be consulted to re-update this part of the report appears
afterward.

Information on carbon emissions is also presented in natural units (tonnes of CO,, for example)
in a summary table indicating the home’s estimated pollution emissions per energy source and
per use. The emissions total appears in bold characters to emphasize its importance visually.

On a colour scale, from green (the best consumption) to red (the worst consumption), the
home’s estimated energy consumption per square meter, and the national or provincial target,
are presented after the two tables. Under this scale is expressed as a percentage the difference
(positive or negative) between the home’s energy consumption per square meter and the
national or provincial targets. A similar scale regarding pollution emissions, as well as the
percentage difference between the home and the targets, follows the first scale.

Cautions are issued about inevitable differences between energy quantities estimated during
the evaluation and those that may actually be consumed. A section summarily explains how
energy consumption was calculated, including a few explanations on standardization
assumptions and modelling. The conversion factors used for converting under a common
denominator (kWh) the main energy sources are identified. Explanations recalling that CO,
emissions vary considerably according to electricity production source are presented.

This part is completed by a justification of provincial or national targets, by home carbon
emission statistics and by brief advice on more-efficient behaviours that can help improve a
housing unit’s energy performance.

6.4.2 Second Part: Detailed Analysis and Recommendations

The report’s second part presents the condition and efficiency of the building’s various
components, along with suggestions for improving, if applicable, the energy efficiency of some
of its components.

This part of the report essentially addresses the economic aspect of energy efficiency: potential
savings, modifications that could be made to the building and its components, the likely costs of
those modifications, direct and indirect subsidy programs that can help owners make the
modifications, etc.



To make it easier to understand, this part of the report begins with a summary of the
performance of the various components that affect energy consumption.

Various proposals for energy improvements are detailed and classified in increasing order of
costs and/or of the ratio of economic benefits over costs. Estimates, in natural physical units
and in money, of the savings likely to be generated by the modifications, are presented. It is
suggested to consult the Web tool to explore the various possible improvements.

Another summary table appears, based on the same model as the previous one, and giving
estimated measurements of the energy that will be used per production source and use; those
measurements are expressed in their natural physical units (kWh, m>, litres) and in related
monetary amounts, if the owner or buyer makes some of the proposed improvements.

The home’s estimated energy consumption per square meter if the owner or buyer makes some
of the proposed improvements is indicated, as well as the national or provincial target, again on
a colour scale from green (the best consumption) to red (the worst). Under that scale again
appears the difference between the home’s energy consumption and pollution emissions per
square meter and the national or provincial targets following the suggested improvement work.

In the print version of the rating report, only improvements costing less than $3,000'* will be
part of the estimated reduction in energy consumption. Using the Web tool, the homeowner can
evaluate the precise impact of all the improvement possibilities open to him.

A section describing the inspectors’ accreditation processes and the quality control will follow. A
Web address and a telephone number appear where the owner can ask for additional
explanations or justifications of the evaluation received by his building.

Provincial and federal financial incentives, subsidies and tax credits are detailed, along with, if
applicable, their relations with proposed renovations or improvements. The Web addresses of
relevant federal and provincial programs are added, as well as appropriate telephone numbers.

The report concludes with a suggestion to update the report and recalls the updating procedure.

'% This threshold is arbitrary; in any case, the owner will have access to all possibilities for improvement

by consulting the Web tool.



7. COST/BENEFIT FORECASTING MODEL

To our knowledge, no cost/benefit analysis has been performed on the economic impacts of
establishing a mandatory home energy rating system. However, several studies have been
conducted on related subjects such as: the link between a home’s energy rating and its market
value'®, the incidence of a mandatory energy rating on the energy consumption of the homes
concerned'®, the effect of government subsidies on undertaking renovation or improvement
work regarding energy performance'®, the quantification of energy savings resulting from
renovation work'”’, and the quantification of the value of additional information available to
consumers when the energy rating is mandatorily disclosed'®.

The cost/benefit forecasting model as a result of implementing the proposed rating system will
therefore be exploratory, and various assumptions or approximations will be used for calculation
purposes.

It is important first to specify that the viewpoints from which those costs and benefits will be
calculated are those of the federal government and Canadian consumers.

The basic assumptions on which the cost and benefit calculations will be done are as follows:
* The energy rating report will be paid for by the homeowner.

This approach is in line with the common practices of the rating systems studied, and
was found in each of those systems.

* The energy rating report will be at full cost to the consumer (the owner), i.e., it will
include all necessary costs for the development and operation of the rating system,
including the costs of design, marketing, the energy audit, the database’s creation, the
website and the quality control system.

As with the Danish experience, during the production of the rating report the inspectors
will have to pay a percentage of their inspection revenues in order to cover the system’s
administrative fees.

'% BROUNEN, Dirk et Nils KOK, On The Economics of Energy Labels in the Housing Market, Maastricht
University, Netherlands, November 2009, 32 pages. [Online]
http://urbanpolicy.berkeley.edu/greenbuilding/brounenkok.pdf (page consulted on May 14, 2010).

'% KJAERBYE, Vibeke Hansen, Does Energy Labelling on Residential Housing Cause Energy Savings?,
AKF, Danish Institute of Governmental Research, Copenhagen, Denmark, December 2008, 31 pages.
LOnIine] http://www.akf.dk/udgivelser/2008/pdf/energy labelling.pdf (page consulted on March 20, 2010).
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*  Our assumption will be that all homes will be evaluated as early as the first year of the
program’s establishment.

This assumption aims to simplify calculations, because certain parameters of the
forecasting model will vary over time, such as future energy prices of monetary values
attributed to reducing pollution emissions. For the purpose of forecasting costs and
benefits, it is easier to use the same set of data for those values.

*  We will assume that owners who undertake improvement work following receipt of the
rating report will do so immediately, so that resulting energy savings will appear as soon
as the program is established.

This assumption also aims to simplify calculations for the purpose of our forecasts, by
not spreading over time the benefits of the proposed rating system.

7.1 COSTS AND BENEFITS TO THE FEDERAL GOVERNMENT

On the basis of the above assumptions, we can forecast that the costs to the federal
government will be nil, since they will be paid in full by the consumer owners. However, the
benefits to the federal government may be substantial: should the established system generate
tangible energy savings, several choices offered to energy producers appear to benefit the
Government of Canada in all cases considered.

For example, if energy savings are made and energy producers retain the same production
capacities, this energy saved in the residential sector can be used in other sectors of the
economy or even resold outside the country, thus increasing Canada’s gross domestic product.
Since the federal government’s tax revenues are directly related to the gross domestic product,
the federal government will benefit from increased tax revenues, which can in turn be reinvested
in aid programs for improving the energy efficiency of residential buildings.

Again with the prospect that energy producers will take advantage of the generated savings to
reduce their production, it will be possible to dismantle one or more electricity-producing nuclear
power plants. A serious incident in one of those plants, while unlikely due to the stringent
standards for those facilities in Canada, remains possible; such an incident would provoke a
national, even continental catastrophe. The Three Mile Island'® and Chernobyl!''® incidents give
an idea of the devastating effects that such a tragedy would have on Canadian soil. The
Canadian Nuclear Safety Commission (CNSC) takes this possibility very seriously'"".
Dismantling a few of those plants would reduce the risk of such an incident occurring. The costs
of inspecting the plants would be saved and the risks to the Canadian population would be

diminished.

' Unknown author, L'accident nucléaire de Three Mile Island, on the website Wikipedia.fr, version of
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http://fr.wikipedia.org/wiki/Three Miles Island#L.27accident nucl.C3.A9aire_de Three Mile lIsland
gpage consulted on April 29, 2010).

'® Unknown author, Catastrophe de Tchernobyl, on the website Wikipedia.fr, version of April 26, 2010.
LOnIine] http://fr.wikipedia.org/wiki/Catastrophe de Tchernobyl (page consulted on April 29, 2010).
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Montreal, Quebec, March 4, 2010. [Online]
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Moreover, GHG emissions are closely related to energy use, particularly when energy is
produced by using a fossil fuel. In the event that energy producers reduce the quantity of energy
produced by means of fossil fuels, the country’s overall GHG emissions will be reduced, which
will enable Canada to improve its outcomes in this regard. This would benefit Canada’s image
internationally, where environmental outcomes have been growing in importance for several
years.

In addition, the eventual establishment of international carbon trading will give Canada the
opportunity to cash in on future reductions in pollution emissions. Using a few working
assumptions, we evaluated that the monetary value of reduced CO, emissions would be $2.7
billion""? for Canada.

The project’s total value from the Canadian government’s viewpoint is much greater, but the
benefits from energy producers’ uses of the extra energy, from a reduced nuclear risk and from
a better international reputation are difficult to quantify. We think the value of $2.7 billion put
forward is a floor that underestimates the total benefits.

Given the multiple benefits to it, the federal government can only win by establishing a
mandatory energy rating system fully paid for by consumers.

7.2 COSTS AND BENEFITS TO CONSUMERS

The analysis is more complex from consumers’ point of view, because it must be ensured that
their benefits from the establishment of the proposed mandatory energy rating system exceed
the costs that they alone will bear. Since several essential parameters for calculating a
cost/benefit forecasting model are unknown and must be based on projections for coming years
(for example, future energy prices), the following analysis will be exploratory and will attempt to
evaluate, using conservative assumptions, the net present value (NPV)'® per home of the
mandatory energy rating system proposed for homes.

The benefit calculation can be broken down into several parts. First there are energy benefits,
i.e., economic benefits from reducing energy bills, and then there are non-energy benefits, i.e.,
increased comfort (from the consumer using savings to raise the average temperature — the so-
called “rebound effect”), reduce health problems (from improved indoor air quality thanks to the
work done), reduced fire hazards, etc. Environmental benefits such as reduced atmospheric
pollution, as discussed in the “Costs and Benefits to the Federal Government” Section, would of
course also benefit consumers.

The net present value per home will be defined as follows: the sum of benefits to homeowners
having improvement work done is discounted over the useful life of the work; the initial
investments are then subtracted from that amount. The result of this calculation is multiplied by
the household participation rate, and from this result is subtracted the cost of the energy audit,
to obtain the net present value (NPV) per home of the energy rating project (whether or not the
owner makes energy efficiency investments).

"2 Detailed assumptions and calculations are presented in Annex 10.

13 Regarding the concept of net present value, refer to the website Wikipedia, Net present value, May
12, 2010. [Online] http://en.wikipedia.org/wiki/Net present value (page consulted on May 14, 2010).




We must therefore make several assumptions about the parameters entering into the above
calculation. Assumptions will be made on: the cost of the energy audit, the percentage of
owners who will have improvement work done on their home, the average cost per home of
improvement work, the average quantity of energy saved per home, the useful life of the work,
future energy prices, the discount rate’'* and an estimate of the rebound effect. We will justify
those assumptions in turn.

7.21 Costs

The evaluation report of Oregon’s EPS pilot project has demonstrated that it is possible to
develop a reliable energy audit model based on a limited number of parameters; this reduces
auditing time and thus the rating report’s production cost. Accordingly, it is quite possible that
the proposed energy audit will cost less than the current EnerGuide audit. However, to avoid
underestimating the rating report’s full cost, to be borne by the consumer, the cost of an
EnerGuide evaluation — currently $300""® — will be used for the calculations.

7.2.2 ENERGY BENEFITS

To estimate energy benefits, it will be necessary to determine the proportion of homeowners
who will follow suggestions for improvement (what we will call “the participation rate”).

Two data sources give us two estimates of the participation rate. During the April 1998 to
October 2000 evaluation of the “EnerGuide for Houses” program'®, the forerunner of the
ecoEnergy program, it was established that 70% of households who had received a pre-work
EnerGuide evaluation (called type “A” evaluation in the report) did renovation work afterward. In
addition, 50% of remaining households said they wanted to undertake improvement work in the
future, so that the evaluation report’s authors concluded that:

“Through the quality assurance telephone interview completed in March 2000, it was
determined that over 85% of recipients of "A" evaluations have already or intend to
follow through on the recommendations.”™"”

Moreover, the evaluation report of the Danish experience indicated that over 45% of
homeowners who had received an evaluation had work done in the following year''®, despite the

"% For a definition of the discount rate, refer to the website Wikipedia, Discounting — Discount rate, April

24, 2010. [Online] http://en.wikipedia.org/wiki/Discounting (page consulted on May 14, 2010).
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énergétique, Government of Quebec, Quebec City, Quebec, n.d. [Online]
http://www.aee.gouv.gc.ca/mon-habitation/renoclimat/evaluation-energetique/#c46 (page consulted on
April 29, 2010).

""® Natural Resources Canada, Evaluation of the Energuide for Houses Program, on the website of
Natural Resources Canada, Government of Canada, Ottawa, March 2010. [Online]
http://www.nrcan.gc.ca/evaluation/reprap/2001/energuide-eng.php (page consulted on May 14, 2010).
""" Natural Resources Canada, Evaluation of the Energuide for Houses Program, on the website of
Natural Resources Canada, Government of Canada, Ottawa, March 2010. [Online]
http://www.nrcan.gc.ca/evaluation/reprap/2001/energuide-eng.php (page consulted on May 14, 2010).
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initial mishaps of the program’s implementation (see Section 2.1 — The Danish Model (1997 to
2006) - Recommendations).

The participation rate used for the forecasting model will be 50%. This conservative assumption
will prevent us from overestimating energy savings made by consumers, even while taking as a
given that the implementation of the mandatory energy rating program will succeed.

The evaluation of the “EnerGuide for Houses” program indicates that the average value of
renovation work done was $3,826 (in year 2000 dollars)'®, which is equivalent to $4,592 in
2010, given that the cumulated inflation rate from 2000 to 2009 was approximately 20%'%. The
evaluation report mentions that:

“The quality assurance telephone interview also asked about the expenditures that had
been made on renovations undertaken after the EnerGuide visits. The weighted average
expenditure on renovations completed was $3,826/house although this may not all be on
enerqy efficiency renovations.”?’

(Emphasis ours)

In attributing a cost of $4,592 per participating household for energy efficiency improvement
work, we thus overvalue those costs, since part of the costs paid by participants in the
“EnerGuide for Houses” program were for considerations other than energy savings (for
example, for sanitary or aesthetic reasons). Our assumption will therefore reduce the estimated
overall cost-effectiveness of energy efficiency work in the view of consumers. At this time, it is
assumed that no aid or financing program will be established and that the owner will bear those
costs alone, as was the case for the “EnerGuide for Houses” program until 2005.

The energy savings resulting from the work should now be estimated. In the evaluation report of
the “EnerGuide for Houses” program, those savings were evaluated at 27GJ per home
annually'®, i.e., about 7500 kWh annually’®. However, according to data provided by the
Agence de ['efficacité énergétique du Québec, annual savings generated by participants in the
Rénoclimat program (and thus the current ecoEnergy program; see Section 4.1 — Refunds and
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Natural Resources Canada, Government of Canada, Ottawa, March 2010. [Online]
http://www.nrcan.gc.ca/evaluation/reprap/2001/energuide-eng.php (page consulted on May 14, 2010).
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Tax Credits) will be in the order of 17GJ'?*'% i.e., about 4700 kWh annually. So we will attribute
4700 kWh to the generated savings in order to obtain, again, an estimate of expected benefits
that is as cautious as possible. Those benefits are those that result from a lower energy bill and
should not be confused with non-energy benefits, whereby the occupant raises his comfort level
at a lower cost following improvement work. The useful life attributed to savings generated by
improvement work done will be 20 years (see Annex 9 for a discussion of this assumption).

Future energy prices by the end of the work’s useful life constitute of course an important
parameter for estimating the monetary value of energy savings. Certain renowned economists,
including Jeff Rubin, former chief economist at CIBC Bank, believe that the price of a barrel of
oil may reach US$200 by 2012'%. Such an increase would likely have a major ripple effect
raising the prices of other forms of energy. However, we will retain more-cautious forecasts of
future energy prices, i.e., the forecasts used by the Ontario government to estimate that
province’s long-term economic prospects'’, with a barrel of oil valued at $130 in 2030 — about
double the price at forecast time'®. The same document mentions that natural gas prices
should more than double by 2030. We will therefore retain the assumption that energy prices
will double by 2030 (the last year of the useful life of suggested improvement work). This implies
a 3.5% nominal annual rate of increase'®, and an 1.5% actual increase in energy prices if
inflation over this period is at the median point (2%) of the Bank of Canada’s inflation-control
target'®

The initial energy prices used are the latest available for the residential sector in Canada'™’, i.e.,
those of 2007, and will be weighted by the part of the energy sector of origin (electricity, natural
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gas or heating oil) due to the quantities consumed'*? in the residential sector over this period.

By using EEO’s conversion factors to convert data on natural gas and heating oil into kilowatt-
hours'®, the average price we obtain for energy consumed in the residential sector is
7.054 ¢/kWh.

Finally, a real discount rate of 4% will be used for discounting future benefits, which implies a
nominal rate of about 6% - well above the nominal annual interest rates of Canada premium
bonds, which were at 1% for a 10-year maturity in the latest issue, beginning in 2009,

We now have in hand all the necessary elements for evaluating from consumers’ viewpoint the
cost-effectiveness of the mandatory energy rating project.

Given the above mentioned assumptions and parameters, which constitute our basic scenario,
we calculated a net discounted value of about $62 per real estate transaction. This amount may
seem low, but again, for all the parameters and assumptions used, we chose the most
conservative possible values so as not to overestimate the gains associated with the proposed
project, and we assumed that the homeowner alone will bear renovation costs, although the
government is sure to accumulate benefits and will eventually be able to fund part of the work.
To estimate the gains that would result from more-optimistic values for certain parameters, we
will proceed to a short sensitivity control™ of the results. We will consider the variation in
average net discounted value per transaction according to future energy prices.

The retained assumption of the $130 price of a barrel of oil in 2030 implies a 1.5% annual
escalation of its actual price; afterward we attributed that escalation to the other energy sources.
As mentioned, some forecasters think the price of a barrel of oil will reach $200 as early as
2010, which implies an astronomical price by 2030. Accordingly, we will consider the impact of a
faster escalation of real energy prices than the one we assumed in our basic scenario. As an
indication, $190 for a barrel of oil in 2030 — a price that is about three times higher than the
initial price in 2009 used by the Ontario government in its long-term economic forecasts, but that
rises much less rapidly than in Jeff Rubin’s more alarmist forecasts — generates an escalation of
the real price in the order of 3.5% annually’*®. Moreover, in considering a broader range of
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future energy prices, we will examine the case where the price of a barrel of oil reaches $330 in
2030; the annual real price increase would then be 6.5%.

The (blue) curve in Graphic 1 visually illustrates the impact of the annual increase in real energy
prices on the average net discounted value per real estate transaction (i.e., whether or not the
homeowner has improvement work done) according to the proposed model of mandatory home
energy rating when all the other parameters retain the same values as in the basic scenario.

Graphic 1. Average Net Discounted Value per Real Estate
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The greater the annual rate of increase in real energy prices, the greater the energy savings, so
that the net discounted value per real estate transaction increases. In particular, if the annual
rate of increase in real energy prices is higher than 1.5% — the value retained in the reference
scenario —, the average net discounted value per home will rapidly exceed $62. The average
net discounted value per home will be $573 for a 3.5% annual rate of increase in real energy
prices (which implies a price of $190 for a barrel of oil by 2030) and about $1,600 for a price of
$330 for a barrel of oil by 2030.

7.2.3 Non-Energy Benefits

Non-energy benefits (NEBs) are other than those related to reduced energy bills as a result of
energy efficiency improvement work. The two main types of non-energy benefits generally
considered are those related to increased comfort (the occupant being henceforth able to
increase his home’s comfort at lesser cost, either by heating more in winter or by air
conditioning more in summer) and those related to reduced GHG emissions, which we
discussed in analysing benefits to the government.



In other words, the energy benefits calculated above do not include all realizable energy
savings, because part of the latter are recovered by the user increasing his comfort level.

The scientific literature recognizes the difficulty of estimating the value of comfort-related
benefits, given their eminently subjective nature'’. Estimates of the quantities of energy saved
that are recovered to raise home comfort range, in proportion to energy benefits, from 12%"* to
18%"* and up to 21.5%"*® according to various authors’ estimates. We will retain the number
that is at the bottom of the range of available estimates, i.e., 12%, to remain cautious in
evaluating the comfort benefit.

In retaining the assumptions and parameters of our reference scenario, we calculated that the
average net discounted value per real estate transaction (i.e., whether or not the homeowner
makes the energy efficiency improvements suggested by the audit) is $480 when benefits due
to increased comfort are included in the calculation of benefits.
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Graphic 2 illustrates the effect of including non-energy benefits on the rating project’s net
discounted value per real estate transaction. We note that the average net discounted value per
transaction is positive for almost all considered rates of increase in real energy prices; and that
the average net discounted value per real estate transaction can prove very high — $953 if the
price of a barrel of oil rises to $190 in 2030, and $2,100 if the price of oil reaches $330 in 2030.

This indicates that by including certain non-energy benefits, the mandatory energy efficiency
project is cost-effective for all consumers over an entire range of future energy prices.

Graphic 2. Average Net Discounted Value Including Non-Energy Benefits per Real Estate
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7.2.4 Homeowners on a Modest Budget

Although we have demonstrated that the mandatory energy rating system appears cost-
effective for homeowners as a whole, some of them may not be able to benefit from the system,
given that the benefits will arise only if a homeowner makes investments to improve his
building’s structure or equipment. Indeed, homeowners on a modest budget generally do not
have the means to invest in energy efficiency improvement work, even if it is cost-effective
financially — a lack of short-term resources deprives them of the long-term benefits of an
immediate investment. A recent study provides in this regard an overview of the scale of the
problem: data from 1998 to 2005 of the “EnerGuide Program for Houses” program indicate that
only 3.8% of participants with an annual income of less than $40,000 participated in the

program, whereas those households represented 31% of the Canadian population™’.

1 MARUEJOLS, Lucie and David L. RYAN, Generalizing Home Retrofit Program Results to Non-
Participants, May 2009, available on the website of Canadian Building Energy End-Use Data and
Analysis Centre, p. 24. [Online]



Given the benefits that the mandatory energy rating system would provide to the Canadian
government, it appears reasonable that the latter reinvest part of this appreciation in a program
of financial assistance to people of modest income who want to improve their home’s energy
efficiency. Similar financial assistance programs are already established in some Canadian
provinces, such as New Brunswick'*?, and in several American northeastern states, such as
Vermont.

In the case of Vermont, the program’s cost-effectiveness has been evaluated, and the results
indicate that the energy cost/benefit ratio is 1.53 and increases to 5.03 when non-energy
benefits are included in the calculation; that is, each dollar invested in the program generates
total benefits evaluated at $5.03'°.

7.2.5 Tenants and Homeowners

For tenants who will pay their home’s energy bill, it goes without saying that having access to
standardized information on the energy consumption and bill of a desired home confers a
definite advantage. This avoids nasty surprises when the home is poorly insulated and the
energy bill higher than what they could normally expect. In addition, when the work is done,
those tenants will likely see their energy bill reduced.

For rental building owners who do not live in their building, it remains that they will have
substantial incentives to invest in energy efficiency improvement, because several studies
demonstrate that good home energy performance increases a building’s value, which will be
reflected in its sale price'*. Moreover, the tenants’ lower energy bills can likely be recovered in
part by the homeowner through a slightly higher rent, which will enable him to recover the
amounts invested in improvements generating those savings for tenants. It thus seems that
rental building owners would benefit from making energy efficiency improvements following the
establishment of an energy rating that is mandatorily disclosed before a lease is signed.
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7.3 LIMITS TO THE SCOPE OF THE FINDINGS

The findings of this cost/benefit forecasting analysis demonstrate the potential importance of
benefits of all kinds to consumers and the Canadian government. It should be recalled,
however, that it is a forecasting analysis and that, by its nature, it is based on certain
parameters whose values can only be estimated or assumed. In addition, the results are, as we
indicated, the fruit of certain working assumptions. In any case, we think we were cautious in not
overestimating the potential of the mandatory home energy rating project. It remains that the
results depend on those forecasts or assumptions and that the estimated benefits are not
guaranteed.



8. CONCLUSIONS

This study aimed at evaluating the relevance and feasibility of establishing a mandatory home
energy rating system in Canada and identifying various complementary issues, notably
regarding public or private incentive programs that would deserve to be adapted or developed
as part of the proposed rating system.

To that end, we did an overview of certain foreign mandatory energy rating models of interest, in
Europe and in the State of Oregon in the United States. In Denmark, the first mandatory home
rating initiatives date from about 15 years. European Union Directive 2002/91/EC imposed on
member countries the establishment of a mandatory home rating system beginning on January
4, 2009. The State of Oregon also legislated in 2009 to implement such a system. Australia also
took this path. Mandatory building energy ratings thus constitute a major trend internationally,
given that buildings generally release between 35% and 40% of a country’s GHG emissions.

In Canada, at this time, there are no mandatory energy efficiency initiatives in place, although
the Ontario government and the Agence de l'efficacité énergétique du Québec have announced
their intention to establish such a program in their respective provinces.

The current Canadian situation of incentives for good home energy performance is fragmented.
For new constructions, several seals of quality with important energy efficiency components are
available, including, mainly, the R-2000 Standard developed by Natural Resources Canada or
seals inspired by it, and the American Energy Star seal of quality that the Energy Efficiency
Office promotes and of which it monitors the use. The R-2000 family’s seals generally require a
certain energy performance measured by the Canadian EnerGuide energy audit system and the
rating of the same name.

In the case of existing homes, the EnerGuide rating system is used by multiple home energy
subsidy or improvement programs on a national scale in order to establish subsidies to which
homeowners will be eligible. Generally, provincial governments enhance the federal
government’s ecoEnergy Retrofit — Homes program™®. The amount of subsidies granted
depends on the work done, which must, for homeowners to receive financial assistance, be in
line with work recommended during the pre-work energy efficiency audit.

Canada thus has a voluntary energy rating system, whose rating is necessary for obtaining
certain seals of quality for new homes, as well as government subsidies for carrying out energy
efficiency work. However, disclosure of the EnerGuide rating obtained is not mandatory during
home sales or rentals.

'*® As we indicated earlier, the federal government’s ecoEnergy Retrofit — Homes Program is temporarily

suspended: Bryden, Joan, Ottawa suspend le programme de rénovations écoENERGIE, in
Cyberpresse, Mon toit Section, Montreal, Quebec, April 1, 2010.

[Online] http://montoit.cyberpresse.ca/renovation/201004/01/01-42667 24-ottawa-suspend-le-programme-
de-renovations-ecoenergie.php (page consulted on April 5, 2010).




In the foreign systems studied, disclosure of the energy rating was mandatory during home
sales or resales. Only the Danish experience of the mid-nineties did not impose disclosure
during the rental of housing units, but the subsequent European Directive made such disclosure
mandatory; this was also the case for the State of Oregon’s EPS pilot project.

In view of these international trends in mandatory home energy ratings, and Canada’s
international environmental commitments, it is obvious to us that implementing such a
mandatory rating system with mandatory disclosure for home sales, resales and rentals is
necessary. In addition, since the ultimate goal of this approach is not only to save energy, but
also to reduce GHG emissions, the rating system should have a component related to pollution
emissions justifying its characterization as an ecological rating system.

In our overview of foreign models, we highlighted the practices that seem most effective. Apart
from the usual recommendations for a standardized rating making the rating independent from
the behaviour of occupants, we suggested that the system to be established in Canada be
based mainly on home energy consumption in absolute terms, i.e., the resulting rating report will
prominently indicate the necessary kWh energy quantity for ordinary home use and related
monetary amounts. This differs from ratings used in the United Kingdom and France, and from
the current Canadian EnerGuide rating, which express home performance on the basis of
energy consumed per square meter. We think the difference is important.

In emphasizing home energy efficiency consumption, the aim is to reduce the housing stock’s
total energy consumption, which avoids giving favourable ratings to large new constructions that
may be relatively energy-efficient, but consume more energy because of their large area.
However, we retained the calculation and mention of energy consumed per square meter, in
order to enable a comparison with a national or provincial energy-intensity target that the federal
government should announce and the provinces add to.

A novelty is introduced in our rating system: the possibility of re-updating one’s home evaluation
by means of a dedicated website. Due to the great volatility of energy prices and the possible
revision of national or provincial energy efficiency targets, a homeowner who wants to obtain an
up-to-date report can do so easily with this tool. This seems important to us, because energy
prices have a direct impact on the cost-effectiveness of energy efficiency investments.

Similarly to what is done in the foreign systems we studied, we combine the mandatory home
energy rating with proposals to improve the building evaluated. Given the similarity of this
aspect of the system we propose and the current resources already available in Canada,
particularly concerning the EnerGuide system, we think it possible to develop at low cost a new
energy efficiency audit model, and related software, that will take into account a limited number
of elements in order to produce the energy efficiency evaluation report at low cost. Such an
approach has been taken successfully in Oregon’s EPS pilot project by means of home energy
consumption simulation software called “Simple”.

The cost/benefit forecasting analysis of the proposed energy rating system suggests
opportunities for interesting economic benefits. To reduce the prospective aspect of the
analysis, we systematically chose conservative values for variables that were not known with
certainty, thus voluntarily underestimating the potential gains of the mandatory energy rating
project. The balance sheet of evaluation costs, energy efficiency investments and lower home
energy bills reveals that the economic benefits to the consumer appear greater than the costs
over a wide range of result-sensitive parameters, such as the real growth rate of energy prices
during the useful life of energy efficiency improvement work.



When non-energy benefits, such as the increased comfort of participating owners, are added to
lower energy bills, we obtain average net benefits per home (whether or not the homeowner
makes the energy efficiency improvements suggested during the audit) that are clearly more
substantial.

From the viewpoint of consumers as a whole, who will pay all the costs related to the suggested
rating system, the project seems clearly profitable. Without having to fund the program directly,
the Government of Canada will reap a panoply of benefits following the establishment of the
mandatory home rating system: part of the energy consumed can increase its tax revenues and
the Canadian gross domestic product; closing certain nuclear power plants can be considered,
thus limiting inspection expenses and the risks of catastrophe; a reduction in pollution emissions
can be profitable to Canada through an international system for the exchange of polluting rights
(we estimated these profits to be $2.7 billion at minimum) and will restore the country’s
international image regarding its environmental policies.

We conclude that the Government of Canada should restore the “ecoEnergy Retrofit — Home”
program146 it recently suspended and establish a subsidy system for homeowners on a modest
budget, who generally do not have the financial means to take advantage of the major

opportunities for cost-effective home energy efficiency investments.

Establishing a mandatory home energy rating system in Canada is required. The result will be a
country in better economic and ecological condition, and fairer, if profits are more equitably
shared between Canadian consumers.

'%® Ottawa announced in April that the federal government’s ecoEnergy Retrofit — Homes Program was

temporarily suspended: Bryden, Joan, Oftawa suspend le programme de rénovations écoENERGIE, in
Cyberpresse, Mon toit Section, Montreal, Quebec, April 1, 2010. [Online]
http://montoit.cyberpresse.ca/renovation/201004/01/01-42667 24-ottawa-suspend-le-programme-de-
renovations-ecoenergie.php, (page consulted on April 5, 2010).




9. RECOMMENDATIONS

With regard to the establishment of a mandatory home rating system:

- Whereas mandatory home ratings constitute a general trend internationally;

- Whereas Canada has pledged to implement the Kyoto Accord;

- Whereas homes release substantial pollution emissions;

- Whereas home ratings help increase energy efficiency investments;

- Whereas a mandatory home energy rating system could be established at no cost to the
federal government;

- Whereas a mandatory home energy rating system would likely generate substantial benefits
— both economic and non-energy — to Canadian consumers as a whole as well as
governments;

- Whereas a mandatory home energy rating system would likely improve Canada’s image
internationally;

Union des consommateurs recommends:
1. That the federal government put in place a mandatory home energy rating system;

With regard to the mandatory home energy efficiency system:

- Whereas mandatory-disclosure home ratings constitute an important source of information
on a home’s energy consumption for any future tenant or buyer of a home;

- Whereas mandatory-disclosure home ratings constitute an important source of information
on a home’s environmental performance for any future tenant or buyer of a home;

- Whereas the information that could thus be available to consumers would likely enable
them to lower energy consumption and greenhouse gases;

- Whereas all the foreign practices surveyed include an environmental aspect in their rating
system;

- Whereas only a mandatory system can enable this information to be disseminated to all
consumers;

- Whereas indicators of absolute levels of energy consumption and pollution emissions are
more effective in reducing absolute energy consumption and pollution emissions in the
residential real estate sector;

- Whereas the transmission of this information to all stakeholders, along with monetary
equivalencies of the data, is the method most likely to be understood by consumers;

- Whereas only a system applied uniformly to new and existing buildings, and to buildings for
sale or rent, is likely to produce information useful to consumers for purposes of
comparison;

- Whereas energy rating systems based on existing building standards lose their reference
value over time and as those standards evolve;

- Whereas consumers need improvements to be indicated to them in order to make their
homes more energy-efficient;

- Whereas the energy efficiency evaluation would be an ideal opportunity to identify and
measure those potential improvements and their effects;



Union des consommateurs recommends:

2. That the energy rating system be mandatorily disclosed during the sale, resale or rental
of any home;

3. That the mandatory energy rating system be based on indicators of the evaluated
homes’ absolute levels of energy consumption and pollution emissions;

4. That the energy rating system give monetary equivalencies of the evaluated homes’
standardized energy consumption;

5. That the mandatory energy rating system be the same for new and existing homes;

6. That the mandatory energy rating system not be based on local building standards;

7. That improvement proposals be issued in the energy rating report;

With regard to the establishment of targets for home energy savings and reduced
pollution emissions:

Whereas a homeowner’s comparison of his home’s energy performance with an ambitious
national target is likely to motivate him to make more energy efficiency investments;
Whereas that comparison makes sense only when it includes all homes irrespective of their
size;

Whereas energy prices are a major factor in the decision to make energy efficiency
investments and that energy prices are volatile;

Union des consommateurs recommends:

8. That the federal government issue pollution emission reduction targets for homes;

9. That those targets be measurements of energy consumed per square meter and of
pollution emissions;

10. That the federal government ensure that national targets are an integral part of the
mandatory energy rating report;

11.That the federal government periodically revise those targets in order to maintain
incentives for home energy efficiency investments;

12. That the energy rating report be capable of being updated on the Internet and that
current energy prices and national energy efficiency targets thus be re-updated;

With regard to a home energy efficiency renovation assistance system:

Whereas a mandatory home energy rating system would likely generate substantial
economic benefits to the Government of Canada;

Whereas the proposed home energy rating system would entail no direct costs to the
Canadian government;

Whereas various renovation-assistance incentive programs increase energy efficiency
investments;

Whereas homeowners on a modest budget generally do not have the means to invest in
energy efficiency improvement work, even if it is financially cost-effective;

Whereas the federal government has suspended the “ecoEnergy Retrofit — Homes”
assistance program,;

Union des consommateurs recommends:
13. That the federal government restore the “ecoEnergy Retrofit — Homes” assistance
program;



14. That the federal government, to ensure that all Canadian households can benefit from
spin-offs from the mandatory energy rating system, reinvest part of the appreciation to
establish a Canada-wide program of assistance to the energy efficiency improvement of
the homes of households on a modest budget;

15. That the federal government coordinate its home energy efficiency improvement
programs with those of provinces having already established such programs;

16. That provincial governments that do not have home energy efficiency improvement
assistance programs establish such programs, particularly assistance programs for the
homes of households on a modest budget.
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