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Energy Policy and Programs
GPO Box 4509
Melbourne VIC 3001
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Dear Energy Saver Incentive Team,
Re: VEET: Treatment and Control 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 ‘Treatment and Control Project-based assessments in the Victorian Energy Efficiency Target (VEET) scheme. 
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 a deemed methodology. The Department has published draft Regulations for a new Control and Treatment (T&C) project method that is similar to the Aggregated Metered Baseline method in the New South Wales Energy Savings Scheme (ESS) and the Aggregated Small Energy Users method in the Emissions Reduction Fund (ERF).
Upon review of the draft T&C regulations published by the Department, Embertec’s view is that the method would really only be practicably delivered by (or in partnership with) an electricity retailer (ER) or electricity distribution business (DB). In Embertec’s analysis, unless the AP implementing the project already has access to a large base of customers for which they have a clear understanding of their household demographics and the AP has direct access to details about their energy use and energy supplier, participation faces almost insurmountable logistical and financial hurdles. For APs using this method, there will be a significant challenge from the outset to even select the population of households to include in T&C project.  Just to get started, an AP working independent of an ER or DB will (among other things) need to:
· establish a statistically relevant population; from which they 
· can randomly allocate a portion of households to a control or treatment group; 
· get the tick of approval from a qualified statistician; and while not infringing on any privacy issues
· identify each of the sites (i.e. addresses) included in the population to meet the requirement of part (d) of draft regulation 6(4)[footnoteRef:1]; and  [1:  The ESC may approve a project plan for the purposes of regulation 6(4) if the plan:
 (d)	identifies the sites in the treatment premises and the sites in the control premises;] 

· under part (l) of the draft regulation 6(4) provide evidence that each affected consumer has consented to the project.
To build a business case to take a project beyond the above points becomes even more challenging when viewed together with draft regulation 10(5) ‘Conditions and circumstances under which a certificate cannot be created’:
For the purposes of section 17(3)(d) of the Act, a certificate cannot be created using energy savings calculated under Schedule 39 for a prescribed activity referred to in regulation 6(4) if:
(a) tariffs, fees or other charges relating to supply of electricity or gas are increased for one or more sites in the treatment premises without a comparable increase for sites in the control premises; or
Embertec comment – the above clause is essentially impossible to monitor for a third party energy service provider, since such a provider has zero control over, or visibility of, price increases in a household. An ER or DB would have some visibility and control of the price paid by a customer, but in a competitive environment this could not be complete, since a customer may change retailer. Complete information may not even be available to the ESC, meaning it would be unable to audit this requirement.
(b) occupants of one or more sites in the treatment premises are informed that the site is in the treatment premises; or
(c) occupants of one or more sites in the control premises are informed that the site is in the control premises; or
Embertec comment – if we understand 10(5)(b) and 10(5)(c) correctly, a project must be abandoned, and cannot be used to create VEECs once a single site becomes aware that they are part of project as either a control or treatment group. This would make undertaking any T&C methodology project infeasibly risky. Even if the intention is merely that the affected site be removed from the project, compliance with this regulation would be impractical. If this is correct then it would seem that the selection of a population and sub-allocation to either a control or treatment site must be completed in a “single-blind” manner by the AP with reference to the end consumer.  It is not clear how an AP could actually offer an energy saving service or product to a treatment household in a manner that would not lead the household to the realisation they are part of a T&C project from the outset – especially if consent to be part of the project must be obtained.  The Department must realise that this clause in the draft regulations presents some significant challenges for APs to engage at all with households in a manner that would not jeopardise the integrity of the T&C project. At the very least it would severely limit the types of energy savings services or products that can be offered under the VEET benefit banner. 
(d) goods or services aimed at increasing consumption of electricity or gas are targeted at one or more sites in the control premises.
Embertec comment - the definition of ‘targeted’ in this context requires further definition from the Department.  Again, our reading is that this could completely restrict any AP participating in a T&C project from offering any other energy products or services that have not been included as part of the project plan on a single home or selected group of homes basis. Presented a different way, this provision requires an AP that does wish to offer a new energy service product to do so in a manner that is unbiased and equitable to the entire population.  
An important question for the Department to clarify is how the assignment of rights to create certificates for a prescribed activity will take place under a T&C method. We would also ask the ESC to clarify what information must be provided back to the consumer upon assignment of rights. Clearly VEET guideline 8.8[footnoteRef:2] cannot be met without fully informing the consumer of the trial and their place in the treatment group. Given that VEECs are created from the summed savings of a treatment group, and the calculation involves use of data belonging to a control group, it is not clear what an individual assignment would cover, or what benefit can be provided to the control group.   [2:  VEET Guideline 8.8 - The consumer or authorised signatory must be provided with a copy of the assignment form or another document that shows: 
• the assignment date; 
• specific details of the quantity and type of goods and services provided at the premises; 
• the type and amount of benefit provided in exchange for the assignment of a right to create certificates in respect of the prescribed activity; 
• the name of the accredited person; 
• the name of the individual undertaking the activity; and 
• (if different from the accredited person) the organisation the individual works for. 
] 

Embertec also request the Department to define the term “affected” in the context of this activity, as it could be interpreted that affected refers to all households in a population needing to consent to the project, including the treatment group, the control group, and the wider population from which these groups were drawn. 
Key recommendation
Embertec’s key recommendation in respect of the draft T&C method regulations:
1. Build or amend provisions in the draft regulations that better support AP participation in activity. The regulations must allow APs to have a detailed conversation (especially with the treatment sites) about VEET, about the product/service that are being offered, about the potential benefits delivered from the product/service, about what the expectations are for being part of the ‘T&C project’, and about the financial benefits they may receive from the VEET program (including when and why they will receive the benefits). To be clear, Embertec agree that the regulations for this activity shouldn’t result in the ability of an AP to manipulate or game the results but we also hold the view that the activity should not limit any consumer included in the population from being fully informed
Proposed amendments
The intention of draft regulation 10(5) would appear to be to prevent an AP from “gaming the system” by improperly influencing the relative outcomes between control and treatment groups. The prescriptive approach taken by the draft regulations would, we believe, entail significant problems, as detailed above. We believe it would be preferable to directly address the issue of improper behaviour, and allow the ESC flexibility to reject improper creation attempts.
To this end we propose an amended draft regulation 10(5):
(5)	For the purposes of section 17(3)(d) of the Act, a certificate cannot be created using energy savings calculated under Schedule 39 for a prescribed activity referred to in regulation 6(4) if the Accredited Person undertaking the activity, an associated entity of the Accredited Person undertaking the activity, or a person acting on behalf of the Accredited Person undertaking the activity, shall, for the purpose of increasing the number of certificates to be created by undertaking the prescribed activity, procure that:
(a) tariffs, fees or other charges relating to supply of electricity or gas are increased for one or more sites in the treatment premises without a comparable increase for sites in the control premises; or
(b) occupants of one or more sites in the treatment premises are informed that the site is in the treatment premises and provided with an incentive or encouragement to decrease consumption of electricity or gas other than such incentive or encouragement as forms part of the prescribed activity; or
(c) occupants of one or more sites in the control premises are informed that the site is in the control premises and provided with an incentive or encouragement to increase consumption of electricity or gas; or
(d) goods or services aimed at increasing consumption of electricity or gas are targeted at one or more sites in the control premises.
Alternatively, regulation 10(5) may be deleted, and the ESC’s general power to refuse to register improperly created VEECs relied upon to avoid fraud.
Further considerations
Aside from our key recommendation above the areas of the draft regulations that we consider may be limiting to participation, include:
· Data requirement considerations - the use of a t-test and the formulas used in each of the three sub-methods is a proven approach to apply to a treatment and control based experimental methods.  However, to apply this approach to a market based scheme like VEET, there is an underlying requirement to be able to access consumer data, both historical and ongoing.  Through Victoria’s smart meter infrastructure, the appropriate type of data exists but the grounded practicalities of accessing consumer data as a third party energy service provider (i.e. not an ER or DB) is difficult. Each of the five Victorian DBs and the more than 20 retailers have different requirements and processes for consumers to follow in order to access data (or authorise third parties to access it on their behalf). The point of raising this is not to complain about it being too difficult (there are ways for APs to get involved including partnering with a retailer) but instead to articulate that until there is a consistent and simple method for consumers to nominate APs as parties allowed to access household data the business overheads incurred by APs in simply establishing a project plan and recruiting a representative sample suitable for application of a t-test will impose significant (and unknown) costs. It is very likely that, if data access is not improved, this method will take a similar path to that seen in the ERF and ESS scheme, which is to say, nearly zero uptake.  
Embertec continue to advocate to the Victorian government to do more to unlock the smart meter infrastructure for consumers.  Unless existing ERs and DBs identify opportunities with their customers, this method is unlikely to serve small energy consumers as envisioned. 
· Unknown administrative requirements – the draft Regulations task the Essential Services Commission (ESC) to define the actual detailed business requirements and establish the assurance standards for APs to participate in T&C. 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 the ESC will take a very firm position to ensure that projects are fully supported with a sufficient level of evidentiary materials.  As we have already established, Embertec have concerns with the proposed regulations that will stagnate AP involvement. However, we cannot yet fully address all potential business impacts to determine the practicality of implementing a T&C project until the complimentary administrative requirements are set by the ESC.  
Embertec encourage 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 directly impact 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.  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 T&C methodology.

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, there is no forward deeming for T&C, so there is no risk that VEECs will be created for energy savings which do not occur. Accordingly, Embertec 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. This would ensure that safety and build quality are adequate, while allowing APs more freedom to innovate in providing new or different feature sets, with different cost-benefit relationships, which will be judged by consumers in the market.

· 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 improperly create VEECs. If it is the responsibility of the AP to identify every instance of uplift, significant administrative overheads will be incurred to try to capture and account for uplift, with no guarantee that every instance will be identified, despite the AP’s best efforts.  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:3].  [3:  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 not 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 plans 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 these draft PBA regulations, the VEET scheme will soon introduce M&V, T&C, and benchmarking project based methodologies. Embertec’s view without knowing in full what types of administrative requirements might be introduced by the ESC is that the T&C methodology as proposed is unlikely to be an option that any APs will use to deliver energy efficiency to small energy users.  That said Embertec recognises that through introducing this project method the Department is aware that PBA options need to be in place to support residential and small business – which is welcomed and encouraging.  
In this submission we have highlighted our concerns with this method and respectfully ask the Department to carefully consider the practicalities, costs, and even the time frame involved between kicking a project off to ultimately holding registered VEECs.  Conceptually this method – as well as similar ones in ESS and the ERF aggregation methods – is grounded in proven statistical science but we view the on-the-ground implementation to be difficult and requiring significant capital to carry a project from initiation through to VEEC registration. 
For the method to be cost effective and feasible for APs it would likely require collaboration with an electricity retail or electricity distribution business; principally to shortcut the process required to gain access to household data and ultimately keep project implementation costs down. To do that however requires the establishment of any number of contractual agreements (not least covering issues relating to data privacy), assumes that the business objectives between an AP and retailer can be properly aligned, and outcomes delivered in such a way as to ultimately ensure the consumer is the principal beneficiary. 
The lack of participation by business with this methodology in ESS and ERF further supports our position and it does not appear that the draft VEET Regulations have made any substantive changes to improve participation.  
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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