
Environmental  
Upgrade Agreements

For businesses in the Mornington Peninsula Shire

What are Environmental Upgrade 
Agreements?
Environmental Upgrade Agreements 
(EUAs) are a growing form of fixed, 
low-interest finance for businesses to 
fund commercial building upgrades. 
EUA finance is available over a 
longer term (e.g. 10 years or more) 
than typical business finance (2-5 
years) and this can lead to a cost-
positive outcome for both building 
owners and tenants.

In September 2016 the Victorian 
Government passed legislation 
empowering all local governments in 
Victoria to offer EUAs to businesses. 

The upgrades reduce operating costs, 
improve energy, waste or water 
efficiency or increase the renewable 
energy generated onsite. 

What can I upgrade?
EUAs can fund any improvements  
to a building that improves energy, 
water or waste efficiency, or increase 
renewable energy. Examples include: 
• solar panels  
• LED lighting or motion sensors  
• weather proofing/draught sealing  
• improvements to heaters, coolers  
   and ventilation  
• refrigerator/chiller upgrades  
• waste management 

How do EUAs work?
EUA finance is secured against the 
building rather than the building 
owner, with repayments collected  
by the MPS for distribution to the 
finance provider. This structure 
makes EUAs a lower risk for finance 
providers, and allows them to offer 
more attractive finance terms.

The Mornington Peninsula 
Shire (MPS) is offering 
Environmental Upgrade 
Agreements (EUAs)  
to businesses that own  
or lease commercial 
buildings in the Shire.
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Traditional finance
• Bank provides loan 
• Owner makes repayments

EUA finance
• Council collects repayments through rates 
• Bank provides better terms

With tenant contribution
• Tenant shares repayments proportionate  
    to savings



Business case
 Owners  Tenants   Service providers

EUAs can help building owners 
improve their property asset without 
the risks and negative cash flow 
implications of traditional finance.  
It can fund improvements to buildings 
which can reduce operating costs, 
increase yields, help attract and 
retain tenants and increase  
asset values. 

Benefits include:

1. No upfront capital or security 
Upgrades can be made at zero 
upfront cost to the building owner, 
and with no additional security 
required. Traditional finance often 
requires additional security, and will 
usually not cover all project costs.

2. Reduced re-financing risk
Competitive interest rates are 
available, fixed for 10 years or 
potentially longer. This reduces the 
re-financing risk and allows building 
owners to plan with more certainty. 
Traditional finance is generally only 
available for terms of 2-5 years.

3. Improved cash flow 
Longer finance terms mean lower 
annual repayments, delivering 
immediate cash flow benefits to the 
owner. Under short term traditional 
finance, capital intensive upgrades 
may be unattractive due to the 
significant impact on cash flow.

4. Win-win for owner and tenants
Both owners and tenants benefit  
from building upgrades, through 
lower operating costs, a better 
working environment and a more 
valuable asset. EUAs provide a 
secure and transparent mechanism 
for owners and tenants to share the 
costs in proportion to the benefits 
they receive. Without this mechanism, 
it can be difficult for upgrades to be 
negotiated until the end of a lease.

EUAs can help tenants to access  
the significant benefits of building 
upgrades without spending money or 
paying additional rent. It can provide 
attractive finance for building owners 
to undertake improvements to 
workplaces which reduce operating 
costs, improve staff health and 
productivity and reduce staff turnover. 

Benefits include:

1. Influence landlord to upgrade     
 without increased rents  
EUAs provide a mechanism for the 
tenant to proactively pursue an 
improvement to their working 
environment. Tenants are provided 
with critical information about the 
energy cost savings and other 
financial benefits that they would 
receive through a building upgrade. 

This allows tenants to confidently 
offer to contribute some of the 
energy savings to the cost of 
upgrading. Rents do not need to  
be increased because the tenant  
is contributing to the cost of  
the upgrade.

2. Upgrade mid-lease 
EUA finance allows an upgrade to  
be negotiated during the course of a 
long tenancy. Upgrades are normally 
not undertaken until the end of a 
tenancy, because that is the point  
at which the rent can be increased. 

Under EUA finance the rent does  
not need to be increased, so there  
is no need for the building owner  
to wait until the end of the lease.  
This enables tenants to get energy 
and productivity savings earlier  
and help avoid expensive  
relocation costs.

EUAs can help service providers 
such as building managers, 
professional service providers, 
energy and sustainability services 
providers and consultants, including 
architects and engineers. 

Benefits include:

1. Enable more projects and  
 larger upgrades 
For service providers that are trying 
to convince building owners to 
undertake building upgrade projects, 
EUAs can help them to get more 
projects over the line by providing 
suitable finance for projects that 
would otherwise not proceed. 

By offering building owners the 
opportunity to upgrade their building 
with little or no negative cashflow 
impacts, it also makes it possible for 
building owners to consider larger 
projects, opening up new markets  
for service providers.

2. Add value to clients and a point  
   of differentiation from competitors 
For service providers whose core 
business is not building upgrades 
themselves, understanding EUA 
finance and being able to provide 
clients with advice and assistance  
on this can be a way for them to 
improve their value proposition  
for new clients and help retain 
existing clients.



Rights and obligations

Am I a party to the EUA?
The tenant is not a party to the EUA. 

If my landlord gets an EUA, do I have  
to contribute to the repayments? 
The owner cannot pass the cost  
through to you without your consent  
to the imposition of the environmental  
upgrade charge. 

You must be given a notice setting out: 

1. the total payments that you would be  
 required to pay

2. a repayment schedule 

3. the opportunity to consent or object. 

The MPS must see evidence of your 
consent before it enters the EUA. 

If I want to sign a new lease for a 
building with an EUA, what information 
does the owner have to give me? 
New tenants must be given notice of the 
charge and any liability for contributions 
prior to their occupation of the building. 

What do I need to know before I sign a 
new lease for a building with an EUA? 
You should find out:  
1.  what environmental upgrade works  

were proposed and whether they have 
been completed

2.  whether you will be liable for costs of  
the upgrade works and required to 
contribute to those costs 

3.  how those costs were calculated and  
what methodology was used to calculate 
those costs (this should confirm that you 
are not being asked to contribute more 
than a reasonable estimate of the cost 
savings that you will receive as a result  
of the works).

What if the energy cost savings are less 
than expected? 
There is no legislative restriction regarding 
the reasonableness of your contributions. 

Any rights will depend on the terms of your 
lease and consent to the EUA. 

What if I am about to vacate a building 
with an Environmental Upgrade 
Agreement? 
Depending on the terms of your lease,  
you would only have obligations to 
contribute to the charge payments whilst 
you are a current tenant of the building.  
In general, once your lease is at an end 
you will have no obligation to make 
contributions to the charge. The owner will 
retain the liability for the charge payments.

 Owners

 Tenants

Repayments
Who do I borrow money from?
The building owner borrows finance under 
the Environmental Upgrade Agreement 
from a finance provider. The finance can  
be arranged by the Sustainable Melbourne 
Fund or the business owner themselves. 

Do I have to give notice to existing 
mortgagees before I sign an EUA?
You must give notice of the EUA to existing 
mortgagees, and provide details of your 
existing mortgages to council. 

How does the charge work?
The council places a special charge 
(‘Environmental Upgrade Charge’ or EUC) 
on the land where the building is situated. 
The EUC provides security over the funds. 

Who do I repay the money to?
You repay the borrowed money to the 
Mornington Peninsula Shire (MPS) in the 
same way as you pay rates, and MPS  
pays back the finance provider. 

What if I default on my payments?
The MPS can charge penalty interest  
for payments that are made late. If you 
default on your payments, MPS is required 
to use its enforcement powers to recover 
the charge and repay the finance provider.  
MPS can issue proceedings and recover 
the charge, penalty interest and costs. 

The charge will be prioritised over  
any other non-council charges or 
encumbrances over the land.

Tenant contributions
Can I recover any of the costs of the 
Environmental Upgrade Agreement 
works from my Tenant(s)?
You cannot pass the cost through to  
the tenant without their consent to the 
imposition of the EUC. When seeking 
consent, you must give a notice to the 
tenant setting out: 

1.  the total payments that the tenant  
would be required to pay

2. a repayment schedule

3. the opportunity to consent or object. 

The MPS must see evidence of tenant 
consent before it enters the EUA.

What if a Tenant defaults and the rent  
is outstanding?
Your obligation to pay the charge remains 
regardless of whether a tenant defaults. 
Your rights against the defaulting tenant 
would be determined by the terms of the 
particular lease. 

What if the energy cost savings are less 
than expected?
There is no legislative restriction regarding 
the reasonableness of tenant contributions. 

Any rights will depend on the terms of the 
lease and consent to the EUA.

Monitoring and reporting
For energy upgrades, what assessments 
do I need to undertake prior to signing 
an EUA?
If the works involve upgrades to improve 
energy efficiency or increase renewable 
energy, you must undertake a Level 2 
energy audit to verify that the work will 
deliver energy savings.

Future asset dealings
What if I want to sell or buy a building 
with an Environmental Upgrade Charge?
You must get the consent of the finance 
provider and the council to any sale or 
dealing in the land (other than leases).  
In some circumstances it is possible that 
consent may be refused. In this case,  
you can fully pay out the charge in order  
to be able to proceed with the proposed 
dealing. If you want to assign your 
obligations under the EUA, the purchaser 
would need to sign a deed poll agreeing  
to be bound by the terms of the EUA. 

What if I want to convert a building to  
a type that can’t have an EUA?
In general, the charge will remain on  
the land until it is paid. If the conversion 
involves a dealing or subdivision of the 
land you will need the consent of the  
other parties to that dealing.



For further information visit:

  mornpen.vic.gov.au/enviro-upgrades

 BetterBuildingFinance.com.au

Enquiries and help with EUAs contact Sustainable Melbourne Fund:

 (03) 9658 8740 

 info@sustainablemelbournefund.com.au

Process

1 Contact Sustainable Melbourne Fund (SMF) to discuss EUAs

  (03) 9658 8740

  info@sustainablemelbournefund.com.au

2 Identify opportunities  
 Complete a building upgrade assessment to identify improvements that can save energy,   
 waste or water by visiting:

  BetterBuildingFinance.com.au

3 Decide on project scope   
  Decide which building upgrades you want to do. It’s a good idea to consider other 

upgrades beyond energy, waste and water upgrades (for example, lobby upgrades and 
re-painting) at the same time. Also consider whether there are upgrades that might directly 
benefit your tenants, such as tenant lighting upgrades. You can share the cost of these 
kind of upgrades with tenants.

4 Submit an EUA application 
 Seek SMF help to complete the Environmental Upgrade Agreement application.

5 Seek finance 
 Ask SMF to help you to identify a suitable financial provider and package for your EUA.

6 Share costs with tenants 
  If you’re seeking to share the cost of the upgrade with your tenant, you need to provide 

tenants with details of the likely energy savings from the project, and seek consent from the 
tenants for them to contribute a portion of the energy savings towards the repayments.

7  Finalise the agreement  
Sign the Environmental Upgrade Agreement.

8  Undertake the works  
Draw down funds for upgrade works, and enjoy the benefits!

Follow these steps for accessing an EUA.
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