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Executive summary 

In this submission our main focus is on energy efficiency.  While energy efficiency is not explicitly 

referenced in the TORs for the current Inquiry, it is in fact an integral component of the climate 

action / emission reductions / renewable energy nexus.  As a meeting of the G7 Energy Ministers 

stated in 2016: “We affirm that improving energy efficiency is key to decarbonisation of our 

economies … and should be regarded as the `first fuel’ ”. 

We cover two broad topic areas:  

 We firstly propose that the ACT positions itself to become a national leader in energy efficiency, 

just as it took on a national leadership role in achieving 100% renewable electricity.  

 Secondly, we provide an assessment of the ACT’s Energy Efficiency Improvement Scheme (EEIS 

or the Scheme), which we find wanting in many ways.  We propose a number of measures to 

ramp up its effectiveness.   

Much of the discussion centres on heat pumps.  The two types that we will discuss are: 

 Reverse cycle air conditioners, which we refer to as RCACs.  These are heat pump space 

conditioners, where space refers to the area to be heated, such as the interior of a residential 

home, while conditioning refers to heating or cooling, or both. 

 Heat pump water heaters, which we will refer to as HPWHs. 

Establishing the ACT as a national leader in energy efficiency 

While many major economies such as China, Germany, India, Japan and the United States are 

making major strides to improve their energy efficiency, Australia is falling far behind, and it shows 

up on international league tables.  A 2018 analysis of the world’s 25 largest energy-using countries 

ranked Australia as the worst developed country on energy efficiency.  In 2020 then Chief Scientist, 

Alan Finkel, called for Australia to dramatically boost its energy efficiency.   

ACT households are the second-highest energy users in Australia after Victoria.  Home heating is by 

far the greatest energy use in the ACT, with water heating coming second.  Both space heating and 

water heating are overwhelmingly dominated by inefficient gas appliances.  Heat pump alternatives, 

viz. RCACs and HPWHs, are 3-6 times as efficient as gas appliances.  It follows that the ACT could 

very substantially increase energy efficiency by transitioning to energy efficient RCACs and HPWHs.  

This would deliver major cost reductions for ACT households and businesses, as well as reducing 

emissions from fossil gas. 

However, the task is substantial.  It has been estimated that around 100,000 gas space heaters and 

around 130,000 water heaters (including 30,000 inefficient electric hot water systems) need to be 

replaced.  Many of these would be old in any case, and the economically rational way forward would 

be to ensure that every inefficient end-of-life appliance is replaced by an efficient heat pump.  A rate 

of around 10,000 a year should be the minimum level of ambition. 

In this context, there are a number of compelling reasons why the ACT should position itself as a 

national leader in energy efficiency: 
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 We need to become far more energy efficient in any case: we currently perform poorly, and 

we have excellent opportunities to lift our game; 

 Current trends have the ACT falling well behind on the Climate Strategy’s 2025 target of 50-

60% emission reductions against 1990 levels.  An ambitious energy efficiency target will get 

the ACT back on track, as many of the best opportunities lie in replacing inefficient fossil gas 

appliances with efficient electric heat pump alternatives.  

 We can significantly lower energy bills by phasing out inefficient gas appliances, both for 

home heating and water heating. 

 Currently Australia is located close to the bottom of all international energy efficiency league 

tables.  By demonstrating what can be done in the ACT, we can provide a model for other 

jurisdictions across the country to lift their game.  

 Being a leader in energy efficiency would support the ACT’s aspiration to become a national 

hub for renewable energy innovation.  For the ACT to credibly be seen as a leader, we need 

to be at the forefront in all elements of an overall climate action / emission reductions / 

renewable energy nexus, and that includes energy efficiency. 

To achieve national leadership status, the ACT should adopt an ambitious 10-year energy efficiency 

target (say for 2030), along the lines of slashing energy use for space heating and hot water by 50% 

by 2030 against a 2020 baseline. This would need to be supported by a coherent plan to achieve the 

target, through the EEIS. It would also entail developing a local research capacity in relation to 

energy efficiency, focusing on the best strategies for improving efficiency in the ACT region. 

Effectiveness of the Energy Efficiency Improvement Scheme (EEIS) 

The EEIS commenced in 2013 and has been in operation for over 8 years.  It aims to encourage the 

efficient use of energy; reduce greenhouse gas emissions; and reduce household and business 

energy use and costs.  It is funded through contributions from ACT electricity consumers, who 

provide around $11-12 million a year.     

Following an evaluation of the EEIS, and as part of the planning process leading up to the ACT 

Climate Change Strategy 2019-25, a clear role was identified for the EEIS in delivering the climate 

strategy.  Some measurable indicators were also developed for the Strategy, and the Strategy stated 

that "The Energy Efficiency Improvement Scheme is a key mechanism for delivering on the ACT’s 

emission reduction targets.   

The Climate Strategy targets that the EEIS was expected to contribute to included 

 Emission reductions of 50-60% by 2025 against 1990 levels, 65-75% by 2030, and net zero 

emissions by 2045; and 

 60,000 households disconnected from gas by 2025 and 90,000 disconnected by 2030.  

Accordingly, under the `second phase’ of the EEIS from January 2018, the EEIS began to target space 

conditioning and water heating, by replacing gas and traditional electric appliances with RCACs and 

HPWHs.  

Based on the ACT currently having 150,000 household gas connections, phasing out fossil gas by 

2045 would require 6,000 disconnections a year.  Alternatively, if we read the Climate Strategy to 

mean that 90,000 households should be actively disconnected from gas by 2030, in 10 years’ time, 

then 9,000 disconnections would be needed annually. 
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However the performance of the EEIS has been modest to say the least.  In 2018-19, the Scheme 

delivered 770 replacements of gas appliances with heat pumps, increasing to around 2,560 

replacements in 2019-20.  This might result very optimistically, at 2,000 disconnections from gas.   

A simple calculus suggests that the EEIS could deliver far better value for money than that.  If the 

annual household contribution of around $11 million were devoted entirely to replacements of 

inefficient end-of-life gas and electric appliances, and if each household received a discount of $1000 

off the installed price of a new appliance, a total of 11,000 replacements could happen each year.  

The EEIS’s tally of 2,560 replacements in 2019-20 pales into insignificance. 

Forward projections to 2025 prepared for Evoenergy, the ACT’s gas (and electricity) distributor, 

show that gas connections are predicted to drop by just over 3,000 a year, or half the minimum rate 

that is needed to achieve a phase-out by 2045.  This leads to the disturbing conclusion that on these 

numbers, the ACT will fail to meet its 2025 emissions reduction target.   

This was confirmed in the study for Evoenergy by Core Energy and Resources, which concluded that 

the 2025 emissions reduction target `will be highly challenging, and likely to require further 

incentives or mandated disconnections to ensure the target is achieved’.  Minister for Emission 

Reductions, Shane Rattenbury, admitted as much, advising an ACT estimates hearing in March 2021 

that this target would be difficult to achieve. 

Why is the EEIS under-performing? 

A wide range of reasons can be seen for the under-performance of the EEIS:  

 No performance measures or targets have been established for the Scheme:  It drifts along 

rudderless, without going anywhere in particular; 

 As a retailer obligation rather than a certificate scheme, the EEIS places the fox in charge of the 

chickens: The operation of the scheme is left in the hands of electricity retailers to implement 

the scheme as they see fit.  But they have little interest in ensuring the success of the Scheme, 

as it can only lead to reduced energy sales for them; 

 Market competition non-existent in the EEIS: The sole Tier 1 (large) retailer, ActewAGL, has 

appointed just three firms to deliver RCAC and HPWH replacements in the ACT.  But the ACT 

market comprises hundreds of air conditioner businesses and hundreds of water heater 

businesses, and all of these firms have missed out.    

 Competition stifled as ActewAGL establishes a non-level playing field: Having contracted just 

three firms to install EEIS-supported RCACs and HPWHs, ActewAGL has tilted the playing field in 

favour of these three firms (and no others) by given them access to the substantial EEIS rebates. 

 ActewAGL uses one third of the rebates not to promote energy efficiency but to lock customers 

in to ActewAGL: Instead of providing the full rebates to customers upfront, ActewAGL siphons 

out part of the rebate in the form of quarterly electricity bill reductions over a 3-year period. 

 Despite EEIS rebates, prices of energy efficient appliances remain high: After the rebate, the 

purchase and installation price of RCACs and HPWHs is not much reduced, and so the market 

failure problem of high upfront costs, particularly in the HPWH market, persists even after the 

EEIS rebate. 

 ActewAGL and the ACT Government (as 50% owner) are almost certainly in breach of national 

competition law: The ACCC has set out two tests for misuse of market power:  Does the 
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business have a substantial degree of power in a market? And: Is it engaging in conduct that has 

the purpose, effect or likely effect of substantially lessening competition in a market?  It is clear 

that ActewAGL has a substantial degree of power in the two markets in question – the ACT 

RCAC and HPWH markets, in that it has the power to decide which firms will be given access to 

substantial EEIS rebates.  It also appears evident that ActewAGL’s conduct, in giving just three of 

the hundreds of ACT installation businesses access to the substantial EEIS rebates, must 

certainly have the effect of lessening competition in those markets, as the other firms simply 

cannot compete when the three firms can offer discounts of $500 - $2000 per appliance.    

 The ACT’s competition regulator not in favour of competition: The ACT’s Independent 

Competition and Regulatory Commission (ICRC), whose first objective is to promote effective 

competition in the interests of consumers, has waved through these practices. 

 Environment and Planning has not accredited a single abatement / energy savings provider to 

the EEIS in 8 years: For the EEIS to operate as a vibrant and competitive scheme driving down 

prices, it needs as many qualified energy savings providers (aka installers of energy efficient 

appliances) as possible, all competing to deliver installations at the best quality and lowest 

price.   

 Not a single Tier 2 (smaller electricity) retailer has participated in the Scheme in eight years: Tier 

2 retailers have declined to participate, opting instead to pay a financial penalty to the ACT 

Government.  The 2018 evaluation of the EEIS found that this resulted in 30% of the Scheme’s 

modelled energy efficiency savings not eventuating. 

How can the EEIS be transformed into a high-achieving energy efficiency scheme? 

We recommend the following measures: 

1 Adopt ambitious and measurable performance targets for the EEIS. 

2 Open the Scheme to full and open market participation 

3 End ActewAGL’s anti-competitive practices in relation to the EEIS as a matter of urgency 

4 Ensure full participation in the EEIS by Tier 2 electricity retailers 

We recommend the following performance targets: 

a. Climate action: disconnect 90,000 ACT households from fossil gas by 2030; 
b. Energy efficiency: slash energy use for space heating and hot water by 50% by 2030 against a 

2020 baseline; and 
c. Household energy bills: slash space heating and hot water costs by 50% in real terms by 2030 

against a 2020 baseline.  

We propose that the EEIS should aim to replace around 10,000 end-of-life gas or inefficient electric 

appliances (especially traditional electric hot water systems) a year.  The Environment and Planning 

Directorate should take urgent steps to ensure that the great majority of the hundreds of RCAC and 

HPWH installers in the ACT are able to participate in the Scheme. 
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Much of the following discussion centres on heat pumps, so a brief explanation may be warranted at 

the outset.  Heat pumps, whether for hot water or home heating, operate by capturing heat from 

the ambient air.  Thus the energy used to heat the air or water comes free, out of thin air as it were.  

This is solar energy, powered by the sun.  Heat pumps only require electricity to run a fan to draw 

the air in, and for the heat pump compressor mechanism.  Because electricity is only used to power 

these requirements, leaving the actual heat to be captured from the surrounding air, the magic of 

efficiency multipliers (coefficient of performance) sets in.  An input of 1 kWh of electricity can deliver 

4 or 5 kWh of heating energy.  By contrast, the energy in gas or traditional electrical appliances is 

used not only to run the appliance but also to heat either air or water.  This means that 1 MJ of 

energy used in a gas appliance can never generate more than 1 MJ of heating energy.  Therefore 

heat pump appliances can achieve 3-6 times the efficiency of gas appliances. 

The two types of heat pumps that we will discuss are: 

 Reverse cycle air conditioners, which we refer to as RCACs.  These are heat pump space 

conditioners, where space refers to the area to be heated (such as the interior of a 

residential home) while conditioning refers to heating or cooling, or both. 

 Heat pump water heaters, which we refer to as HPWHs. 

In the section on the effectiveness of the EEIS, one of the issues we will dwell upon is the extent or 

otherwise of market competition in the Scheme.  To set the context for that discussion, it is worth 

noting that competition is an essential pre-requisite for the efficient and cost-effective delivery of 

schemes such as the EEIS, and national competition law is designed to protect the interests of 

consumers. 2  In relation to energy efficiency measures in particular, where the challenge often lies 

in overcoming the key market failure of high upfront costs of energy efficient appliances, every 

available tool needs to be deployed to drive down prices.   

The ACT Government has long regarded open competition as the means to ensure that energy 

efficiency activities are delivered in a cost-effective manner.  As early as November 2013, the 

Minister at the time, Simon Corbell, highlighted the need to ensure that energy efficiency scheme 

costs were efficient, pointing to the scope for abatement to be purchased from third party providers 

in an open-market setting.3  Similarly, in December 2016, the current Minister, Shane Rattenbury, 

said that  

“… it is critical that energy efficiency activities delivered under the scheme are cost effective.  This 

will ensure that scheme costs passed through to consumers are minimised…. Further scrutiny will 

ensure that the scheme is being delivered competitively and at least cost to ACT energy 

consumers”.4 

Finally, our motivation in putting forward this submission is to encourage climate action in the ACT 

through a sharply enhanced focus on energy efficiency.  Our view is that the ACT could become a 

national leader in energy efficiency innovation, and that a re-calibrated EEIS could deliver large 

energy savings, and emission reductions, by replacing the current stock of inefficient gas and electric 

space and water heating appliances with efficient heat pumps.   

  

                                                           
2 https://www.australiancompetitionlaw.info/law/policy  
3 Simon Corbell, Minister for the Environment and Sustainable Development to Malcolm Gray, Senior 
Commissioner, ICRC, 26 November 2013. 
4 Shane Rattenbury MLA to Mr Joe Dimasi, Senior Commissioner of ICRC, 14 December 2016. 
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2.   Establishing the ACT as a national leader in energy efficiency 

A key message of this submission is that the ACT should position itself to become the national leader 

in energy efficiency, just as we provided national leadership by achieving 100% renewable electricity. 

There are compelling reasons why the ACT should do this:  

 We need to become far more energy efficient in any case: we currently perform poorly on 

energy efficiency, and we have excellent opportunities to lift our game; 

 Current trends have the ACT falling well behind on the Climate Strategy’s 2025 target of 50-

60% emission reductions against 1990 levels.  An ambitious energy efficiency target will get 

the ACT back on track, as many of the best opportunities lie in replacing inefficient fossil gas 

appliances with efficient electric heat pump alternatives.  

 We can significantly lower energy bills by phasing out inefficient gas appliances, both for 

home heating and water heating. 

 Currently Australia is located close to the bottom of all international energy efficiency league 

tables.  By demonstrating what can be done in the ACT, we can provide a model for other 

jurisdictions across the country to lift their game.  

 Being a leader in energy efficiency would support the ACT’s aspiration to become a national 

hub for renewable energy innovation.  For the ACT to credibly be seen as a leader, we need 

to be at the forefront in all elements of an overall climate action / emission reductions / 

renewable energy nexus, and that includes energy efficiency. 

We turn next to an overview of energy efficiency globally and Australia’s performance, followed by 

an assessment of energy efficiency in the ACT and the opportunities for major gains.  Finally we 

consider what becoming a national leader in energy efficiency would entail. 

Energy efficiency is taken seriously in the global context 

The International Energy Agency (IEA) has long been a leading advocate for energy efficiency, 

highlighting its central role in tackling climate change, particularly given the need to limit global 

warming to 1.5C.  Its modelling shows that energy efficiency could deliver 40% of the abatement 

needed for the world to meet the Paris Agreement targets.5  

Internationally, energy efficiency is widely seen in positive terms, as an integral part of overall 

energy system management.6  Major economies such as China, Germany, India, Japan and the 

United States are making major strides to improve their energy efficiency.7  Indeed, energy efficiency 

has been the most significant source of emission reductions globally this century.8  The IEA has 

observed that `both energy efficiency and renewable energy are key drivers of the energy 

transition’.9  And as we previously noted, in 2016 the G7 Energy Ministers said: “We affirm that 

improving energy efficiency is key to decarbonisation of our economies … and should be regarded as 

the `first fuel’ ”. 10   

                                                           
5 https://www.iea.org/reports/multiple-benefits-of-energy-efficiency/emissions-savings  
6 Murray-Leach, 2019, pp. 12-19. 
7 https://www.eec.org.au/policy-advocacy/handbook  
8 Edenhofer, O., Pichs-Madruga, R., Sokona et al. 2014, Mitigation of Climate Change. Working Group III 

Contribution to the IPCC Fifth Assessment Report, International Panel on Climate Change, cited in Murray-
Leach, 2019, p. 12.  
9 Quoted in Saddler 23 June 2020.  See Note 17 below. 
10 G7/G8 2016, G7 Kitakyushu Energy Ministerial Meeting, Kitakyushu Initiative on Energy Security for Global 
Growth, Joint Statement, Ministry of Economy, Trade and Industry of Japan.  Cited in Murray-Leach 2019, p. 8. 
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But energy efficiency is greatly neglected in Australia 

In Australia, however, energy efficiency is a much-neglected Cinderella.  We have made only modest 

efforts to tap into the opportunity that energy efficiency offers.  In 2015 the Australian Government 

adopted the National Energy Productivity Plan 2015-2030 with an anaemic target of a 40% 

improvement in energy productivity between 2015 and 2030. 11  But we are falling short of even this 

modest target.  Energy productivity improved by just 0.9% in 2016-17 after flat-lining in 2015-16.12   

A 2018 analysis of the world’s 25 largest energy-using countries ranked Australia as the worst 

developed country on energy efficiency.13  Similarly an IEA analysis of 28 countries ranked Australia 

as the fifth-worst for energy efficiency improvement from 2000-2016.  Alarmingly, nearly all of 

Australia’s modest improvements were gained from 2000-2008, with almost no further 

improvement from 2008-2016, as can be seen in the following chart.14  

Figure 1: IEA analysis: Percentage improvement in energy efficiency 2000-2016 15 

 

In July 2020, former Chief Scientist Alan Finkel called on Australia to do far more on energy 

efficiency, saying `a gigawatt of power not needed because you’ve done an efficiency measure is the 

best form of energy generation that you could possibly ever hope to have’.16  Energy analyst Hugh 

Saddler followed up days later in an article entitled `Australia has failed miserably on energy 

                                                           
11 https://www.energy.gov.au/government-priorities/energy-productivity-and-energy-efficiency/national-
energy-productivity-plan.  Shortfall noted by Murray-Leach, 2019, p. 20. 
12 National Energy Productivity Plan Annual Report 2018, p. 9. 
https://energyministers.gov.au/sites/prod.energycouncil/files/publications/documents/NEPP%202018%20Ann
ual%20Report.pdf  
13 Report for American Council for an Energy Efficient Economy, cited in Murray-Leach, 2019, pp. 12-13. 
14 Murray-Leach, 2019, pp. 12. 
15 Source: International Energy Agency 2017, Energy Efficiency Market Report, IEA, Paris. Cited in Murray-

Leach, 2019, p. 13. 
16 Alan Morton 21 June 2020, Chief scientist joins calls for Australia to dramatically boost energy efficiency. The 
Guardian. https://www.theguardian.com/australia-news/2020/jun/21/chief-scientist-joins-calls-for-australia-
to-dramatically-boost-energy-efficiency  
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Energy efficiency in the ACT 

If Australia as a whole is performing poorly, how are we doing in the ACT?  A good starting point is to 

examine how much energy ACT residential homes use in total (combining gas and electricity) 

compared to other jurisdictions.  It is also useful to see how our patterns of energy use compare 

with those of other jurisdictions.  In this chart, from a 2015 study by Energy Consult combining 

electricity and gas consumption, we can see that in that year ACT households were the second-

highest energy users in Australia after Victoria, averaging 18,000 kWh per residence. 

Figure 3: Total residential energy use per dwelling by jurisdiction and end use, 2014 19 

 

As is the case with Victoria and Tasmania (the other cool climate jurisdictions), space conditioning 

(mostly home heating, but also cooling) dominated energy use.  In the ACT it made up about 60% of 

all residential energy use, while water heating was next highest with 15% of all energy use.  

However, we are conscious that this chart is somewhat dated, and we have seen that energy use for 

space heating has improved between 2014 and 2019.  Data compiled by the Grattan Institute also 

reflects this improvement.  It shows that in the ACT in 2017-18, gas for space heating comprised 

about 40% of total residential energy use.20  Nevertheless 40% remains a huge proportion of ACT 

energy use, and it is nearly all fossil gas, so space conditioning remains the key target for achieving 

reductions in energy use and emissions.   

The same Energy Consult data provided a breakdown of appliances used to heat and cool ACT 

homes. 21 It showed that 85% of Canberra homes used highly inefficient appliances for heating and 

cooling: overwhelmingly ducted gas heaters, but to a lesser extent non-ducted and LPG gas heaters, 

and to a small extent electric and wood heaters. Barely 15% of homes used the most efficient 

option, RCACs, whether ducted or non-ducted. 

                                                           
19 Paul Ryan and Alan Pears 2019, `Unravelling home energy use across Australia’, Renew, Issue 147, based on 
Energy Consult 2015, Residential Energy Baseline Study: Australia.  Prepared for Dept of Industry and Science.  
20 Grattan Institute November 2020, Flame out: The future of natural gas, p. 42.   
21 Paul Ryan and Alan Pears 2019. As above. 
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might this entail?  In our view becoming the national leader in energy efficiency would involve at 

least three elements: 

1 Declaring an ambitious 10-year energy efficiency target for 2030 

In our view, the energy efficiency target we propose for the EEIS (next section) reflects an 

appropriate level of ambition, viz.:  

To slash energy use for space heating and hot water by 50% by 2030 against a 2020 baseline.   

Since space and water heating are the dominant energy uses in the ACT, it may be possible to extend 

this to a more comprehensive target of a 50% reduction in total energy use (gas and grid electricity) 

by 2030.  This would need to be constrained to exclude electricity for electric vehicles, the demand 

for which is expected to grow substantially. 

Achieving such a would also make a major contribution to achievement of the ACT’s climate strategy 

target of enabling 90,000 ACT households to disconnect from fossil gas by 2030, and by the same 

token it would help to achieve the ACT’s emission reduction targets for 2025 and 2030. 

2 Developing a coherent plan to reach the target  

This would essentially involve re-vamping the EEIS to transform it into a far more dynamic and 

ambitious scheme by introducing market competition, enabling large numbers of ACT installers to 

participate in the Scheme, ending anti-competitive practices by ActewAGL, and by ensuring that all 

ACT electricity retailers actively participate in the Scheme (as detailed in the next section). 

3 Developing a local research capacity in relation to energy efficiency 

If we are to mainstream heat pump appliances both for space conditioning and water heating, we 

need to expand our knowledge of what works best and what are the most appropriate interventions 

in the ACT’s cool climate setting.  Two areas for investigation present themselves: 

a) Research into options for reverse space heating and cooling in the ACT 

One area of research need relates to heating and cooling in Canberra homes.  Ducted gas home 

heating dominates the Canberra residential home heating sector.  While the ready answer may be to 

replace these with ducted RCACs, this is an expensive option, costing around $12-15,000, and 

relatively inefficient compared to replacement of ducted gas with non-ducted (wall-mounted) 

RCACs, while at the same time upgrading insulation and draught-proofing.   

 A research program could investigate energy efficiency outcomes of these alternative 

options.  Various approaches could be tested in selected households, to study the cost-

benefit and energy efficiency outcomes of ducted RCACs vs two or more wall RCACs; the 

impact of undertaking draught-proofing and roof or wall insulation at the same time.  The 

outcomes of such research would be invaluable in informing the comprehensive 

replacement of the current ducted gas heating stock in the ACT. 

 Studies are needed to establish which house profiles are amenable to individual wall air-

conditioners, and to establish the energy savings that can be achieved through this option.  

It is important to undertake this research, as achievement of the ACT’s emission reduction 

targets, and its climate change strategy, depends very much on transitioning the ACT’s 

100,000 or so gas heaters (most of which are ducted systems) to reverse cycle space 

conditioners.   
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 Such research would be of great value to Victoria, which is currently exploring ways to 

overhaul its stock of gas heaters and replacing them with RCACs.  It may be possible to 

embark on a joint research program. 

b) Research on HPWH performance in the ACT 

One area of research deficit in Australia relates to heat pump technology, particular relating to 

HPWHs.  The demand for such research is currently low, given that the uptake of heat pump water 

heaters HPWH is dismally low, at around 2-3% of all water heaters. This is particularly disappointing 

as HPWHs are the most efficient technology available for domestic and commercial water heating.  

They have a number of advantages over solar water heaters, which compete with solar PV for 

valuable roof-space, they require more complex and costly installation, and they are technologically 

more complex, involving issues such as extremely high water temperatures in the rooftop 

components during summer.  

For HPWHs to become mainstreamed, more research is needed.  We need to know more about 

HPWH energy use under varying conditions (household size and water usage patterns, efficiency in a 

range of temperatures, etc).  We also need to know more about the longevity of heat pump 

appliances (particularly components such as the compressors), and how to achieve lifespans of 20 

years or more for HPWHs.  A third area for exploration – as preparation for much greater uptake of 

HPWHs across Australia – is the scope for local manufacturing or assembly as a means to reduce the 

upfront cost of HPWHs. 

Conclusion: The energy efficiency opportunity for the ACT 

In summary, there are many reasons why it makes sense for the ACT to position itself as a nation 

leader in energy efficiency.   

We turn next to an assessment of the effectiveness of the ACT’s energy efficiency scheme.  
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3.   Effectiveness of the Energy Efficiency Improvement Scheme (EEIS) 

Introduction 

The EEIS commenced in January 2013 and has been in operation for over 8 years.  Its objectives are 
to encourage the efficient use of energy; reduce greenhouse gas emissions; reduce household and 
business energy use and costs; and increase opportunities for priority households (pensioners or 
other concession card holders) to reduce energy use and costs.25  Energy efficiency schemes typically 
operate by targeting the key market failure surrounding energy efficient appliances - high upfront 
costs - by offering rebates to bring those costs within reach of households.   
 
The EEIS has been designed as a retailer obligation rather than a certificate scheme.  ACT electricity 
(but not gas) retailers are required to achieve abatement or energy savings equivalent to 8.6% of 
their electricity sales.  It is left to the retailers to choose how they wish to achieve this target, from a 
range of activities set out by the ACT Government.  The Scheme distinguishes between large 
retailers (Tier 1, with annual sales over 500,000 MWh/yr) and small retailers (designated Tier 2).  
ActewAGL, with about 80% market share, is the sole Tier 1 retailer and as such is the only retailer 
required to achieve abatement or energy savings.  Tier 2 retailers are allowed to pay a penalty to the 
ACT Government in lieu of participating in the Scheme.  
 
The Scheme is funded through contributions by ACT electricity consumers.  The ACT’s Independent 
Competition and Regulatory Commission (ICRC) undertakes an electricity price investigation every 3 
or 4 years to set the retail price for the coming years.  Of the approximate retail price of $250/MWh, 
the ICRC allows c. $4 per MWh to electricity retailers to cover their costs of compliance with the 
EEIS.26  Close to $12 million a year is collected in this way; some $9 million by ActewAGL, while c. 
$2.6 million is collected by all other electricity retailers combined. 27  
 
To meet its obligations under the Scheme, ActewAGL offers rebates to encourage ACT households to 
replace inefficient appliances with efficient alternatives.  It has contracted local businesses to install 
appliances on its behalf.  None of the smaller retailers participate in the Scheme, opting instead to 
pay a financial penalty for non-participation. 
 
The EEIS can be understood in terms of two distinct phases: a successful initial phase from 2013 – 

2017, and a problematic second phase from 2018 to the present time.  

Phase 1: 2013-2017 

The initial phase of the EEIS focused on large numbers of small activities which targeted some of the 

low-hanging fruit of ACT energy consumption with residential lighting upgrades, draught-proofing 

activities, de-commissioning of old fridges, and also standby power controllers.  The EEIS delivered 

energy efficiency activities to over 70,000 households and businesses across the ACT.  Some 915,000 

energy efficient lights were provided, as well as 45,000 draught-proofing items, and thousands of old 

fridges were de-commissioned (for details see Annex 1). 28   Although lighting is a relatively small 

                                                           
25 ACT Government, Energy Efficiency (Cost of Living) Improvement Act 2012, Clause 6. 
26 ICRC June 2020, Retail electricity price investigation 2020–24. Final report.  Report 9 of 2020, p. 3.   
27 For example, in 2019-20, total electricity supply by all electricity retailers to the ACT came to 2,855,000 
MWh.  At $4/MWh, this implies the retailers collected a total of $11,420,000.  From ActewAGL Distribution / 
Evoenergy Economic benchmarking RIN - Template reports to AER.  They can be found here: 
https://www.aer.gov.au/networks-pipelines/performance-reporting/evoenergy-actewagl-network-
information-rin-responses 
28 This data is compiled from the annual reports of the EEIS Administrator, which form part of the EPSDD 
annual reports.  See for example, EEIS Administrator, Report on the operation and administration of the Energy 
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component of overall residential energy use (see Figure 3 on p. 11), nevertheless the Phase 1 

activities delivered strong energy efficiency benefits.  An evaluation of the Scheme over this 5-year 

period rated it a success (except for the standby power controllers), finding it had delivered a 

substantial return on investment, with a benefit-cost ratio approaching 4 to 1.29 

Phase 2, 2018 – present 

The focus of the EEIS changed markedly from the beginning of 2018.  The Phase 1 evaluation 

recommended that the EEIS should continue beyond 2020, with amendments to support ACT 

policies, including the next Climate Change Strategy.30  Reports prepared for the next iteration of the 

ACT climate change strategy (see below) also proposed an active role for the EEIS in supporting the 

climate change strategy, and they highlighted the need to shift the EEIS focus to what are by far the 

two largest areas of ACT energy use and inefficiency, space conditioning (home heating and cooling) 

and water heating. 

Thus, under the second phase of the EEIS, from January 2018, the focus shifted to lifting the energy 

efficiency of space conditioning and water heating, by replacing gas and traditional electric 

appliances with highly efficient renewables-based electric heat pump alternatives, viz reverse cycle 

air conditioners and heat pump water heaters.  These offer potential for very substantial energy 

savings.  However, as noted above, this second phase has been far more problematic than the first 

phase, and is therefore the focus of this submission. 

Goals and objectives of the EEIS  

While the legislated objectives of the EEIS are admirable (encourage energy efficiency, reduce 
emissions etc), they lack any quantified element.  What level of energy efficiency should the ACT 
aspire to?  By how much should emissions be reduced?  What should be achieved by a particular 
date?  Fortunately, several key planning documents commissioned by EPSDD in 2017 and 2018 as 
part of the preparatory process for the next iteration of the ACT Climate Change Strategy, and the 
Climate Strategy itself, came to the rescue, providing much better definition of the role the EEIS 
should play in delivering the climate strategy, and providing some measurable indicators that can be 
used to assess the EEIS.    

The first of these reports, the Stationary Energy report of September 2017, pointed out that future 
ACT energy demand would depend on the extent to which the ACT pursues ambitious energy 
efficiency policies; that inefficient gas space and hot water heaters needed to be replaced by 
efficient heat pumps; that fossil gas could be phased out altogether by 2030; that accelerated energy 
efficiency improvements were needed to help maintain the ACT’s renewable electricity at 100% 
once that target was reached (that is, by moderating growth in energy demand in the ACT); that 
energy efficiency can potentially reduce building energy use by between 30 - 90%; that incentives 
would be needed to hasten the transition from gas to efficient electric heat pump appliances; and 
that the EEIS should be strengthened to achieve these objectives.31   
 

                                                           
Efficiency (Cost of Living) Improvement Act 2012, in ACT Government EPSDD, Annual Report 2018-19, pp. 270-
275, and Report on the operation and administration of the Energy Efficiency (Cost of Living) Improvement Act 
2012, in ACT Government EPSDD, Annual Report 2019-20, pp. 397-407. 
29 Compiled from annual EEIS reports; Point Advisory 2018, Review of the Energy Efficiency Improvement 
Scheme – Final Report. Part 2 – Report overview, p. 14. 
30 ACT Government 2018, Consultation Report for an Energy Efficiency Improvement Scheme Extension, p. 4. 
31 Strategy.Policy.Research 2017, ACT Transition to Net Zero Emission – Stationary Energy/ Buildings. Prepared 
for EPSDD September 2017, pp. vi, vii, ix, xii, xiii, 2-3. 
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Similarly the 2018 Climate Mitigation and Adaptation report called for replacement of gas space and 
water heaters with efficient heat pump appliances through measures that could be promoted 
through the EEIS, and it modelled incentives to replace gas space heaters with heat pumps.32   
 
In response to the emerging thinking, the list of eligible EEIS activities was expanded in January 2018 
to include ducted and non-ducted RCACs and HPWHs.33  Subsequently the ACT Climate Change 
Strategy 2019-25 set out two measurable targets that are directly relevant to the EEIS:   
 

 It set a 2025 emissions reduction target of 50-60% compared to 1990 levels, a 2030 target of 
a 65-75% reduction on 1990 levels, and net zero emissions by 2045.34   

 It also called for 60,000 existing households to be unconnected to gas by 2025, increasing to 
90,000 disconnected households by 2030.35  And of course, all households would need to be 
disconnected from gas in order to achieve the full phase-out of gas by 2045.   

 
The ACT Climate Strategy is explicit in setting out an enhanced role for the EEIS in achieving these 

targets, calling for an expansion of the EEIS to further encourage a shift from gas to high efficiency 

electrical appliances, and stating that: "The Energy Efficiency Improvement Scheme is a key 

mechanism for delivering on the ACT’s emission reduction targets.” 36  That is not to say that it is 

entirely up to the EEIS to achieve these targets.  The ACT Government’s Parliamentary and 

Governing Agreement sets out a number of measures which do not involve the EEIS, notably that 

new developments should be all-electric (and therefore gas-free), such as the Molonglo Commercial 

Centre, new residential suburbs, new ACT Government buildings, and infill developments.37   

But these measures do not address the issue of gas in existing households and suburbs.  This is 

where the EEIS is clearly expected to play a central role, by encouraging existing households to 

switch from inefficient gas and electric home heating and hot water appliances to efficient 

renewables-based electrical appliances.   

The upshot is that the objectives of the EEIS can be seen as:  

 To encourage energy efficiency (still no specified performance measures) 

 To reduce greenhouse gas emissions, by contributing to 

o Emission reductions of 50-60% by 2025 against 1990 levels, 65-75% by 2030, and net 

zero emissions by 2045; and 

o 60,000 households disconnected from gas by 2025 and 90,000 disconnected by 2030.  

 To reduce household and business energy use and costs (no performance measures); and 

 To increase opportunities for priority households to reduce energy use and costs (no 

performance measures). 

                                                           
32 Energetics 2018, Climate mitigation and adaptation in the ACT: costs, benefits and implications.  Final report. 
For EPSDD February 2018, pp. 9, 12, 13. 
33 EPSDD Jan 2018, Summary of eligible activities and abatement in the Energy Efficiency (Cost of Living) 
Improvement (Eligible Activities) Determination 2017. 
34 ACT Climate Change Strategy 2019-25, p. 4. 
35 Ibid, p. 39. 
36 Ibid, p. 26. 
37 https://greens.org.au/sites/default/files/2020-11/Parliamentary-Agreement-for-the-10th-Legislative-
Assembly.pdf .  The PGA is also summarised in Evoenergy Jan 2021, Revised GN21 plan, p. 4.   







21 
 

proof against increasing climate mitigation ambition, but also because the existing stock is highly 

inefficient, polluting, and costly to ACT householders.   

This anticipated under-performance in terms of disconnections from gas is all the more concerning 

when we take account of a key observation made in one of the studies, which highlights that gas is 

the sector that must deliver on emission reductions to 2025.  The Core Energy report notes that 

although transport (at 62%) is the largest remaining source of emissions following the removal of 

electricity, it is fossil gas (at 22%) that is critical for achieving the 2025 target.  The reason is that 

anticipated emission reductions from the transport sector will only eventuate after 2025, so gas 

must do the heavy lifting until then.42   

In light of this evidence, the study for Evoenergy by Core Energy and Resources concluded that the 

2025 emissions reduction target `will be highly challenging, and likely to require further incentives or 

mandated disconnections to ensure the target is achieved’.43  That is to say, achievement of the 2025 

emission reduction target is now seriously in doubt.  Minister for Emission Reductions, Shane 

Rattenbury, admitted as much, advising an ACT estimates hearing in March 2021 that this target 

would be difficult to achieve.44   

Our view is that the EEIS is absolutely capable of delivering the energy efficiency that ACT residents 

should demand, the disconnections from gas that the climate strategy calls for, and the reductions in 

fossil gas usage that are required.  But a large number of shortcomings exist in the Scheme as 

currently implemented, with the result that the Scheme is severely under-performing.  If these 

shortcomings could be addressed, the Scheme could flourish.   

Why is the EEIS under-performing? 

A wide range of reasons exist for the under-performance of the EEIS, which we now explore in turn. 

No performance measures or targets have been established for the Scheme 

Notwithstanding our highlighting of the Climate Strategy targets that are applicable to the EEIS, the 
fact is that no measurable performance indicators or targets appear to have been developed for the 
Scheme in the last 8 years.  So long as the EEIS objectives as set out in the Act (`to encourage the 
efficient use of energy’ etc) are left unquantified, there is no way to assess whether progress is being 
made; or whether whatever progress is being made is sufficient or not.  Accordingly, the annual 
reports on the EEIS are largely silent on the extent to which the objectives of the Act are being 
achieved.  Instead, they mainly provide output-level detail on the numbers of appliances installed, 
and so on. 
 
But the Directorate is surely responsible for ensuring that the objectives and the intentions of the 
Scheme are being achieved.  It should not be a matter of passively standing by and leaving it to the 
electricity retailers to undertake activities as they see fit.  If the Minister were to set ambitious and 
measurable 10-year performance targets, the Scheme would have a clear goal to work towards.  Our 
concern is that in the absence of clear targets, accompanied by measurable performance indicators, 
the EEIS will drift along rudderless, without going anywhere in particular. 

                                                           
42 Core Energy and Resources 2021, Independent assessment of the impact of Government climate change 
initiatives on Evoenergy ACT Gas Network, Residential Tariff demand – 2021-2026, p. 14. 
43 Core Energy and Resources 2021, Independent assessment of the impact of Government climate change 
initiatives on Evoenergy ACT Gas Network, Residential Tariff demand – 2021-2026, p. 5. 
44 Canberra Times 6 March 2021, ACT 2025 emissions reduction target `hard to achieve’: Greens leader Shane 
Rattenbury.  https://www.canberratimes.com.au/story/7155089/acts-2025-emissions-target-hard-to-achieve-
rattenbury/  
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As a retailer obligation scheme, the EEIS places the fox in charge of the chickens 

A fundamental problem with the EEIS is that it was designed as a retailer obligation scheme rather 
than as a certificate scheme.  As such, the operation of the scheme is left in the hands of electricity 
retailers to implement the scheme as they see fit.  Accordingly, the Directorate appears to have 
taken a hands-off, disengaged approach to the Scheme.  It says that retailers may use internal 
resources or engage third party contractors as they see fit; they are not required to offer discounts 
or rebates (which means the market failure of high upfront costs may not remain unaddressed); they 
may choose the products they offer; and it is up to them to determine the terms, conditions, and 
fees they charge based on their own business decisions.45   

The two scheme design options were discussed extensively in the Point Advisory evaluation of 
2018.  In Part 2, Report overview, Point Advisory raises the main problem with retailer obligation 
schemes, saying these schemes `create a fundamental tension for obligated retailers, as they are 
meant to undertake activities that ultimately will reduce the volume of the product they are selling 
(electricity).46  In other words, they have no interest in ensuring the success of such schemes; in fact, 
their interests are better served if the schemes fail.  Unsurprisingly, most comments by Point 
Advisory are in favour of certificate schemes.  In Part 3 of the report, Comparative analysis, they 
note on page 8 that certificate schemes are intended to encourage competition among providers 
and to thereby achieve energy savings at least cost.  
 
The consequences of `just leaving it to the retailer` are severe.  In the case of the EEIS, market 
competition is non-existent, prices of energy efficient appliances remain high (and so the 
fundamental market failure of high upfront costs remains unaddressed), and it is entirely possible 
that the EEIS achieves few additional installations of energy efficient appliances over and above 
what would have occurred in the absence of the Scheme. 

We turn to each of these consequences next, while noting that these all relate to implementation of 
the Scheme by the sole Tier 1 retailer (ActewAGL), as none of the Tier 2 retailers participate in the 
Scheme (another problem that we cover below).  

Market competition non-existent in the EEIS 

The problems with competition relate to Tier 1 (ActewAGL) implementation of the Scheme since 

2018, when the EEIS shifted focus from small-scale energy efficiency initiatives (lighting etc) to 

higher-impact and much more expensive space and water heating activities. 

To meet its obligations under the EEIS, ActewAGL has conducted tenders for `abatement providers’, 

that is, ACT businesses to install appliances on ActewAGL’s behalf.47  Up to March 2020, after 

conducting a tender for installation of HPWHs in April 2019 (and we assume a previous tender in 

2018),48  ActewAGL had appointed just one third-party abatement provider, the ActewAGL Energy 

Shop.49  In this sole-supplier situation, zero competitive pressure existed, neither to reduce prices 

nor to diversify HPWH offerings.  Following a second HPWH tender for EEIS-supported HPWHs and 

RCACs in October 2019, ActewAGL again appointed the ActewAGL Energy Shop as the sole successful 

                                                           
45 EEIS Administrator to Erik Olbrei 28 April 2020, and Shane Rattenbury to Erik Olbrei 16 August 2020. 
46 Point Advisory, Part 2, Report overview, p. 10. 
47 By way of disclosure we note that Harvest Hot Water placed bids for two ActewAGL tenders in 2019, and 
was unsuccessful in both of them. 
48 We assume there have been must have been a tender early in 2018, following the inclusion of HPWHs 
among eligible EEIS activities in January 2018, and logically the ActewAGL Energy Shop must have won that 
tender, as they were ActewAGL’s sole `approved retailer’, implementing HPWH installations during 2018 and 
2019, as reflected in the 2018/19 EEIS report. 
49 https://www.actewagl.com.au/save-energy/upgrade-appliances/retailers.aspx, accessed on 20 March 2020. 
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(again a loyalty discount, locking customers in to ActewAGL).  For vulnerable households the 

rebate is $3000, of which $2000 is paid up front. 

 Ducted air conditioners (for vulnerable ACT households): a rebate of $3000 when they 

replace an old home heater with an efficient new ducted RCAC.  This comprises a $2000 

discount off the price of the new appliance, and quarterly discounts of $83 off the 

customer’s electricity bill (so long as they remain with ActewAGL) over the following 3 years, 

amounting to $1000.  

ActewAGL’s rebates for HPWHs are as follows:56 

 For most ACT households: a rebate of $750 when they replace an old hot water system with 

an efficient new HPWH.  This comprises a $500 discount off the price of the new appliance, 

and quarterly discounts of $21 off the customer’s ActewAGL electricity bill over the 

following 3 years, amounting to $250.  

 For vulnerable (generally low-income) households: a rebate of $1200 when they replace an 

old hot water system with an efficient new HPWH.  This comprises an $800 discount off the 

price of the new appliance, and quarterly discounts of $33 off the customer’s ActewAGL 

electricity bill over the following 3 years, amounting to $400. 

Thus the three firms selected by ActewAGL are able to undercut all other ACT businesses by offering 

discounts ranging from $500 - $2000 per appliance that no other RCAC or HPWH businesses can 

offer. 

ActewAGL uses one third of the rebates to lock customers in to ActewAGL 

It gets worse.  Not only is the tilted playing field a major concern, but it is equally concerning that 

ActewAGL deploys only part of the rebates (which are after all funded by ACT electricity consumers) 

to promote energy efficiency in the form of reductions in upfront appliance costs.   

ActewAGL uses about one-third of the rebates to lock in its customers for a 3-year period, by 

siphoning out that part of the rebate in the form of quarterly electricity bill reductions.  Not only 

does this distort the ACT retail electricity market, but it undermines the energy efficiency objectives 

of the EEIS.  Sadly, this is not a concern for the Directorate, which has stated that the way ActewAGL 

administers the Scheme is entirely a matter for ActewAGL.   

Despite EEIS rebates, prices of energy efficient appliances remain high 

What happens to the prices of EEIS-supported energy efficient appliances under these 

arrangements?  Let’s take the example of a typical energy efficient room or wall air-conditioner, for 

which RCAC installers outside the EEIS scheme charge around $2,600-2,700.  We saw above that the 

total rebate offered by ActewAGL is $1000 for standard ACT households.  Taking into account the 

$500 EEIS rebate allowed by ActewAGL, the three contracted businesses lower their prices 

somewhat, sufficient to overcome competition from non-EEIS businesses, but ACT households 

receive only a small part of the $1000 in the form of a reduced upfront price: 

 

 

 

                                                           
56 https://www.actewagl.com.au/en/support-and-advice/save-energy/appliance-upgrade-offers/hot-water-
heat-pump Accessed 15 April 2021. 
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competition law? It would certainly appear so.  The ACCC has set out two tests that have been 

established by the courts, viz  

 Does the business with a substantial degree of power in a market? and  

 Is it engaging in conduct that has the purpose, effect or likely effect of substantially lessening 

competition in a market? 58 

In our view, ActewAGL undoubtedly has a substantial degree of power in the two markets in 

question – the ACT RCAC and HPWH markets - in that it has the power to decide which firms will be 

given access to substantial EEIS rebates.  It also appears evident that ActewAGL’s conduct, in giving 

just three of the hundreds of ACT installation businesses access to the substantial EEIS rebates, must 

certainly have the effect of lessening competition in those markets, as the other firms simply cannot 

compete when the three firms can offer discounts of $500 - $2000 per appliance.    

These practices are of concern not only because ActewAGL (and the ACT Government as part-owner) 

may be in breach of the Competition and Consumer Act 2010, but also because they undermine the 

integrity and the outcomes of the EEIS. 

The ACT’s competition regulator not in favour of competition 

The ACT’s Independent Competition and Regulatory Commission (ICRC), whose first objective is to 

promote effective competition in the interests of consumers,59 is required, in the course of 

undertaking its periodic ACT retail electricity price investigations, to assess the efficient costs of 

complying with the EEIS Act.  In the course of this, the Commission ‘assesses the robustness of the 

processes and practices that ActewAGL undertook when delivering EEIS related activities. This 

includes an assessment of tender processes.’ 60  It did just this in 2020 during its electricity price 

investigation for 2020-2024.   

In response to a submission from Harvest Hot Water which argued that ActewAGL’s EEIS tender 

processes had failed to establish a competitive third-party abatement market for the installation of 

EEIS-supported heat pump hot water heaters,61 the Commission found that ‘ActewAGL’s costs of 

delivering the HPWH EEIS activity satisfy the prudency and efficiency requirements. The Commission 

found that ActewAGL followed a competitive tender process to find providers to replace old hot 

water systems with HPWHs’. 62   

In subsequent correspondence, the ICRC confirmed that it considered ActewAGL’s tender processes 
to be competitive, explaining that it ‘tests ActewAGL’s actual costs of delivering EEIS to see if they 
are deemed to be prudent and efficient. To establish efficiency, the Commission assessed whether the 
tender process was competitive’. 63 

More recently we raised the question of whether ActewAGL, as a part-government owned entity, 

may be in breach of competitive neutrality principles.  Again, the Commission considered there was 

                                                           
their competitors to fix prices, inflate prices or reduce consumer choice.  

https://www.accc.gov.au/business/anti-competitive-behaviour/cartels.  
58 https://www.accc.gov.au/business/anti-competitive-behaviour/misuse-of-market-power#misuse-of-market-
power-test  
59 Independent Competition and Regulatory Commission Act 1997, Clause 7a. 
60 ICRC, Retail electricity price investigation 2020–24. Draft report.  Report 2 of 2020, February 2020, p. 36. 
61 Erik Olbrei, Harvest Hot Water March 2020, Submission to the ICRC Retail Electricity Price Investigation 2020-  

2024 regarding the Energy Efficiency Improvement Scheme (EEIS). 
62 ICRC June 2020, Retail electricity price investigation 2020–24. Final report. Report 9 of 2020, p. 44. 
63 ICRC Senior Commissioner to Erik Olbrei, 25 June 2020. 
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nothing here for them to investigate, taking the position that any advantage ActewAGL may have 

had did not arise by virtue of its government ownership.64   

It seems that, in the Commission’s view, market competition in the EEIS is alive and well. 

EPSDD has not accredited a single abatement / energy savings provider to the EEIS in 8 years 

For the EEIS to operate as a vibrant and competitive scheme driving down prices, it needs as many 

qualified energy savings providers (aka installers of energy efficient appliances) as possible, all 

competing to deliver installations at the best quality and lowest price.  Electricity retailers would 

then be able to purchase abatement / energy savings from them in order to meet their obligations 

under the Scheme.   

The EEIS Act has allowed the Directorate to accredit abatement / energy savings providers to the 

Scheme since 2012, but to this day the Directorate has not accredited a single provider.  The absence 

of such providers has made it all the more difficult for Tier 2 retailers to participate in the Scheme. 

We hasten to add that the Directorate has recently decided that installers registered as Registered 

Agents with the Clean Energy Regulator can be accredited to the EEIS.  It has kindly advised Harvest 

Hot Water that our application for accreditation to the Scheme, which was lodged with the 

Directorate in May 2020, will be approved once EPSDD’s arrangements with the CER are in place.   

While this is a useful step forward, and greatly appreciated by Harvest Hot Water, its impact is likely 

to be limited, as few ACT installers are registered with the CER.  The question remains as to whether 

any accreditation mechanism is needed at all.  So long as installation businesses employ trades who 

are licenced to practice in the ACT, and so long as they have all relevant cards and meet all relevant 

ACT regulations, they should be able to participate in the EEIS without any further need for 

paperwork.   

Not a single Tier 2 retailer has participated in the Scheme in eight years 

In the eight years that the EEIS has been in operation, Tier 2 retailers have declined to participate, 
opting instead to pay a financial penalty to the ACT Government (the `Energy Savings Contribution’).  
This has had severe consequences for the outcomes of the Scheme.   The 2018 Point Advisory review 
of the EEIS found that because of Tier 2 non-participation in the Scheme, 30% of the Scheme’s 
modelled energy efficiency savings did not eventuate.65   
 
The Directorate has sought ways to achieve Tier 2 participation through stakeholder forums but to 
no avail.  One retailer – Energy Australia – briefly looked at participation in March 2017, but dropped 
the idea.  This is most likely due to the administrative complexity of the arrangements EPSDD has put 
in place.66   
 

How can the EEIS be transformed into a high-achieving energy efficiency scheme? 

What measures could be taken to address the above issues and transform the EEIS into a high-

performing energy efficiency scheme, one that delivers its share of the ACT Climate Strategy targets, 

and provides a nation-leading demonstration of what can be achieved through a truly ambitious 

energy efficiency scheme?  We recommend the following measures: 

                                                           
64 ICRC to Erik Olbrei, 29 March 2021. 
65 Point Advisory 2018, Review of the Energy Efficiency Improvement Scheme – Final report.  Part 2 – Report 
Overview, p. 13) 
66 EEIS Annual Report for 2016-17. 
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1 Adopt ambitious and measurable performance targets for the EEIS 

a. Climate action: disconnect 90,000 ACT households from fossil gas by 2030; 
b. Energy efficiency: slash energy use for space heating and hot water by 50% by 2030 against 

a 2020 baseline; and 
c. Household energy bills: slash space heating and hot water costs by 50% in real terms by 

2030 against a 2020 baseline.  

Drawing on previous discussion, we propose that the EEIS should aim to replace around 10,000 end-
of-life (i.e. 20 years old) gas or inefficient electric appliances (especially traditional electric hot water 
systems) a year.  This would generate a substantial momentum towards disconnections from gas.  As 
each appliance is withdrawn, it creates an incentive to replace any remaining gas appliances as the 
opportunity to disconnect from gas altogether and thereby eliminate the annual supply charge of c. 
$320 a year becomes increasingly attractive. 

2 Open the Scheme to full and open market participation 

The Directorate should take urgent steps to ensure that the great majority of the hundreds of RCAC 

and HPWH installers in the ACT are able to participate in the Scheme. 

3 End ActewAGL’s anti-competitive practices in relation to the EEIS as a matter of urgency 

As a matter of urgency, remove the option for Tier 1 retailers to undertake eligible activities 

themselves, by deleting Clause 14 (2) (a) (i) of the EEIS Act. 

4 Ensure full participation in the EEIS by Tier 2 electricity retailers 

In the first instance, EPSDD should meet with Tier 2 retailers to highlight the importance of their 

participation forthwith.  If this fails to get the necessary results, then the EEIS Act should be 

amended by  

i. Deleting Clause 14 (3)(a)(i) so that Tier 2 retailers cannot undertake activities themselves, and 

must therefore purchase them from approved energy savings providers; 

ii. Deleting Clause 14 (3)(a)(iii) so that Tier 2 retailers can no longer simply pay and Energy Savings 

Contribution; and  

iii. Adding a clause to provide that if a Tier 2 retailer fails to meet its energy savings obligation, the 

penalties for non-compliance set out in Clause 22 of the Act will apply.  

Alternatively, with the establishment of a strong and competitive energy savings market is 

established in the ACT, the distinction between Tier 1 and Tier 2 retailers could be dispensed with 

altogether.  This could be achieved by  

i. In Clause 14 (2) Deleting the term `tier 1’ so that the clause applies to all retailers, and  

ii. deleting 14 (3) altogether so that Tier 2 retailers are included in (2) 

iii. (and of course deleting Clause 14 (2)(a)(i) as noted above. 
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Annex 1: EEIS activities reported by EPSDD 

The following table shows the activities reported by the Directorate over the life of the Scheme up to 

June 2020: 67   

 
Source: EEIS annual reports 2013-14 to 2019-20.  Lighting 1-5 is presumed to be residential, totalling 915,783. 

 

 

                                                           
67 This data is drawn from the annual reports from the EEIS Administrator from 2013-14 through to 2019-20.  
These are annexed to the EPSDD annual reports.  See for example, EEIS Administrator, Report on the operation 
and administration of the Energy Efficiency (Cost of Living) Improvement Act 2012, in ACT Government EPSDD, 
Annual Report 2018-19, pp. 270-275, and Report on the operation and administration of the Energy Efficiency 
(Cost of Living) Improvement Act 2012, in ACT Government EPSDD, Annual Report 2019-20, pp. 397-407. 




