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Embertec Pty. Ltd, ABN: 61 110 367 809
182 Fullarton Road, Dulwich 5065, Australia
Tel: +61 8 8334 3300  web: www.embertec.com.au

21 July 2016
Department of Economic Development, Jobs, Transport and Resources
Energy Policy and Programs
GPO Box 4509
Melbourne VIC 3001


Dear Energy Saver Incentive Team,
Re: VEET: Measurement and Verification (M&V) project methodology consultation
Embertec welcomes the opportunity to provide comments to the Victorian Government’s Energy Sector Development Division as part of the consultation on ‘Measurement and Verification Project-based assessments in the Victorian Energy Efficiency Target (VEET) scheme. 
[bookmark: _GoBack]Embertec is a leading developer and manufacturer of energy efficiency and energy productivity technology with sales to Australia, Canada, and the United States. Embertec is proudly an Australian SME and is investing more than $3M annually on research and development. Embertec has extensive experience as a supplier of products for installation under the South Australian REES Scheme, the Capital Territory’s Energy Efficiency Improvement Scheme (EEIS), the New South Wales Energy Saver Scheme (ESS), as well as to businesses accredited under the Victorian Energy Efficiency Target (VEET) scheme. 
Embertec broadly supports project based assessment (PBA) methodologies into the VEET scheme as we recognise that innovation and opportunities for energy efficiency are not always well represented through the use of deemed methodology. The Department has published draft Regulations for a new Measurement and Verification (M&V) project method.  This is the second stakeholder consultation for M&V; a method that is largely similar to the New South Wales (NSW) Energy Saving Scheme (ESS) method named Project Impact Assessment with Measurement and Verification (PIAM&V). The draft regulations established by the Department appear to provide APs welcome flexibility in how a project is defined, implemented, measured, and rewarded.  There is also scope within the regulations to allow APs to vary a project prior to certificates which again demonstrate a determined approach by the Department to not drive a prescriptive set of rules but instead allow broad flexibility to APs.
Despite the clear effort made by the Department to establish an AP friendly set of Regulations we maintain a level of scepticism that this methodology will be a practicable option for sites other than large commercial and industrial. Reinforcing that view is that the Department is concurrently consulting on a Treatment and Control method intended to provide support to small energy users as well as investigating (under M&V) opportunities from multi-site sampling and simulated baselines.  
Key recommendation
Embertec’s key recommendation is that the M&V project framework is leveraged appropriately to support projects to small energy users in SME premises. In instances where an AP (through the assistance of a qualified/approved M&V professional) can establish a project plan that utilises a consistent model for calculating baseline and upgrade consumption measurements and can be effectively and efficiently implemented across multiple sites due to each site having similar equipment, measurement boundaries and variables, APs should have an option to do so. 
We recommend that the draft regulations be amended as follows
6AA	Project plan approval
(1) The ESC may approve a project plan for the purposes of regulation 6(5) if the plan:
(a) identifies that regulation 6(5) and Schedule 37 will apply to the project; and
(b) is received by the ESC prior to the implementation start time; and
(c) specifies the address or the type of premises and applicable region as defined by Schedule 27 of the Regulations where the project will be undertaken; and
(d) describes the purpose of the project; and
(e) identifies the service or services affected by the project; and
(f) includes a risk management plan; and
(g) identifies the accredited person who will undertake the project; and
(h) includes a statement from each affected consumer of electricity or gas at a premises that they consent to the project being undertaken; or an undertaking that such a statement will be procured before undertaking the project at that premises and a plan for ensuring such procurement.
(2) The ESC may approve a variation to a project plan approved under (1) if:
(a) there is no change to the address or type of premises specified in the project plan; and
(b) there is no change to the purpose of the project described in the project plan; and
(c) there is no change to the service or services identified in the project plan; and
(d) the risk management plan is updated to reflect the variation; and
(e) if the variation includes changes other than a change to the accredited person identified in the project plan—no certificates have been created for the project at the time the variation is submitted to the ESC.
Additionally, Embertec request the Department to define the term “affected consumer” in the context of this activity as it could be interpreted that affected refers to each person working and/or living at a site but is probably intended to be the authorised decision maker. 
Further considerations
Aside from our key recommendation above, the areas of the draft regulations that we consider may be limiting to participation, include:
· Unknown administrative requirements – the draft Regulations task the Essential Services Commission (ESC) to define the actual business requirements and establish the assurance standards for APs to participate in M&V. The ultimate design of the administrative processes and procedures set by the ESC is likely to be a wholly separate consultation run by the ESC. There is no opportunity to comment about any administrative requirements, however, as the statutory department ultimately responsible for the operation and integrity of the scheme, they will take a very firm position to ensure that projects are fully supported with a sufficient level of evidentiary materials.  The result is that while the draft Regulations work hard at not being prescriptive in the approach, addressing potential business impacts or even providing comment on the practicality of implementing an M&V project cannot be fully considered until the complimentary administrative requirements are set by the ESC.  
Embertec encourages the Department to maintain an active line of communication with the ESC and support efforts to establish an appropriate balance between a ‘heavy handed’ or ‘light handed’ oversights of this activity.  Decisions made by the ESC will ultimately trigger the level of involvement that APs engage with under the new methodology. 
· New products covered by another VEET schedule must be on the ESC Product Register – as we understand, this requirement is proposed to ensure (or rather limit) instances where inferior quality products get deployed.  We support the intention but do have concern for the practical implications. The best example we can provide of this concern is with Schedule 29 – Standby Power Controllers (SPC).  Schedule 29 allows for an ESC approved IT based SPC to be installed in non-residential premises. The existing suite of ESC approved SPCs (at least those developed by Embertec) for non-residential installations have been superseded and do not exist as an approved product in the scheme.  To that end, as the Regulations are currently drafted an M&V project that includes a next generation SPCs will not be able to claim VEECs for energy savings attributed to the SPCs until the product has been approved by the ESC.  The ESC does not currently have a test methodology in place that would allow manufacturers or APs to field test and gain approval for non-residential IT specific SPCs. Embertec expect that in the first instance the Department properly address core issues with non-residential SPC installations under Schedule 29[footnoteRef:1] but putting that aside this is an example where we view new product innovation (within many product categories) could be depressed because they are captured under an old set of Regulations that may not allow the ESC to apply a normal approval process to.   The principle of having quality products installed under VEET should not be abandoned but it is critical that the existing Regulations and approval processes for products that are captured by this requirement are supportive, complimentary to existing Regulations, and do not unduly limit participation under VEET M&V methodology. [1:  In a previous submission to the Department for new and amended activities provided in November 2015 we outlined a number of areas to improve that activity for non-residential installations, please refer to our submission if you are not familiar.] 


The Product approval requirements under VEET fall into three categories: safety, longevity and efficacy of energy saving. Safety is important for obvious reasons, including the reputation of the VEET scheme. Longevity requirements ensure that forward claimed energy savings actually occur, and define product quality. Efficacy is the area where most innovation is possible; it is also the area where the most onerous approval requirements occur. This is of the greatest importance where energy savings are deemed. However, in an M&V methodology (especially using annual creation method), the energy saving efficacy is measured on a project by project basis. There is little risk that VEECs will be created for energy savings which do not occur. Accordingly, Embertec would recommend that the draft regulations be amended to allow the ESC to approve a project which uses a product which would otherwise be required to be on a VEET register where the ESC is satisfied that the product is safe, and that the product has appropriate longevity preferably evidenced by a warranty of an appropriate duration or defined as part of a decay factor calculation.
· Who maintains the responsibility for determining uplift? – a fundamental component to calculating VEECs is the need to subtract off any uplift due to certificates being awarded from other VEEC activities if they overlap.  We agree that there should be provisions in the Regulations to ensure the greenhouse gas abatement is not double counted but clarity is required about who has responsibility for calculating uplift – is it the AP or is it the ESC? Currently it is wholly the responsibility of the AP to ensure that VEECs are created in accordance with the Act, Regulations, and Guidelines.  The issue with uplift is that there may not be any visibility to the AP that a VEEC activity occurred at that site (and outside the scope of the project) – this could lead to instances where APs unknowingly but improperly create VEECs and/or if it is the responsibility of the AP, significant administrative overheads are incurred to try and capture and account for instances of uplift.  We recommend that uplift calculation be the responsibility of the ESC (as they alone will have all records of VEET activity as well as the cross jurisdictional information sharing authority). In calculating uplift, we also recommend the ESC provide specific details of the calculated uplift so APs can confirm calculations or follow up with clients as appropriate[footnoteRef:2].  [2:  Another minor concern with calculating uplift, where cross jurisdictional information sharing is required – most likely between the ESC and the Clean Energy Regulatory (RET and/or ERF) there is no timeframe for sharing information and making a decision.  From a business point of view, instances of uplift already introduces the possibility of a reduction in VEECs that might otherwise be expected but having administrators needing to check across multiple schemes may exacerbate the approval time unnecessarily. The Department may want to consider placing a statutory timeframe to establish uplift?] 


Project register
The consultation asks if there should be a public register of project plans. Embertec hold the view that having a public register of approved proposals will only act to improve the overall operation of the scheme.  Market visibility at the moment in VEET is quite high, the deeming methodologies and public VEEC registers provide a high level of insight into the VEEC market with very few instances of surprise.  Uncertainty around the quantity of VEECs that could be delivered through M&V PBA may potentially erode some of that valued visibility. A constant threat overhanging the market that a single project could introduce many thousands of certificates to the market without warning would lead to extreme price volatility, which is undesirable.
Concluding
With the release of the draft PBA regulations the VEET scheme will soon introduce M&V, T&C, and benchmarking project based methodologies. Taken on face value, without knowing what types of requirements might be introduced by the ESC, the M&V methodology has the potential to be applied in a flexible manner. However, we understand that M&V is at its core most attuned for delivering projects to large commercial and industrial.  To that end, Embertec is encouraged with what the department is proposing but stress that great care be taken to deliver the final processes, procedures, and Regulations for M&V. The supporting instruments (whatever final form they take) should not be constructed in a manner that ultimately limits application of the methodology to a class of large energy users.  A supportive M&V methodology that can work for residential and SME will allow energy efficiency upgrades to be customisable to the actual needs as opposed to upgrades being confined to a set of “approved” technologies. 
As we have described in previous submissions, Victoria is ideally suited to leverage Victorian Advanced Metering Infrastructure (AMI) technology to deliver deeper energy efficiency and support many of the core principals of M&V. However, M&V methodology cannot be administratively onerous to the exclusion of residential and SME customers. The activity needs to allow APs to establish a single project proposal that can be applied to like sites. In addition to any amendments to the draft regulations that would facilitate that, we also request the department to work closely with the ESC to develop flexible administrative requirements. 
As always, Embertec looks forward to continuing the close dialog with the Department and the Essential Services Commission (ESC) on VEET matters. Should you have any questions regarding this submission, please contact Kevin McNamara, Manager Intellectual Property and Regulatory at kevinmc@embertec.com or Henry Otley, Strategic Business Analyst at henry@embertec.com.

We look forward to continued discussion, 
Yours sincerely,
Henry Otley
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