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APVI Submission to the Victorian
Government on the review of the
General Exemption Order in response
to the Draft Position Paper

APVI Comments on Recommendations

Recommendation 1

Those undertaking the following activities should continue to be exempt from the requirement to hold
a licence under section 16 of the Electricity Industry Act 2000:

- the intermediary distribution and supply of electricity;

- the intermediary sale of electricity; and

- small-scale generation activities
The General Exemption Order should, however, be amended to establish ‘registrable’ categories of
exemptions in addition to deemed and individual exemptions.
New exempt entities wishing to operate under a registrable exemption will need to register their
activities on the ESC’s public registration database. The benefit of the exemption will come into effect
upon registering.
Existing exempt entities already operating under what will be a registrable exemption category will
have a six month period to register on the ESC’s public registration database.
In addition, deemed and registrable exemption categories will be divided into exemption classes
tailored to specific activities, based on the AER’s current exemption categories as adapted to reflect
Victoria’s needs. This will include specific ‘multiple activity’ exemption categories to address certain

new developments in the market such as community energy projects and solar PPAs.

APVI Comments

The APVI supports the use of retailer exemptions and welcomes the inclusion of specific categories of
deemed and registrable exemptions to provide greater clarity. Given the rate of change in the sector
with increased deployment of distributed generation, storage, and demand management, categories
should be, as far as possible, technology neutral. There is benefit in aligning these categories to the
AERs retail exemption categories, with the addition of specific categories that reflect the Victorian
Government’s beneficial commitment to community and renewable energy.
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Recommendation 2

The Department supports the need to clarify and specify what consumer protections are available to
consumer purchasing electricity from an exempt seller. The ESC will be referred the task of
specifying which provisions of the ERC (and other codes and guidelines as necessary) will apply to all
exempt sellers (as core protections) and particular classes of exempt sellers (as additional

protections).

APVI Comments

Levels of consumer protection should be appropriate for the energy services offered. An increase in
the number and complexity of conditions for exemption will result in an escalation in the cost of
compliance. New business models will face barriers to entry as they do not benefit from the economies
of scale nor the backing of established business and investments. If required conditions become
excessive it will drive up the cost of compliance, limit innovation and force new entrants to compete in
the retail space, limiting consumer choice.

In particular, there is a clear distinction between exempt sellers which augment electricity supply from
a registered retailer, and those which act as the sole supplier to a customer. In the first case (which
includes many solar PPA providers), conditions should be kept to a minimum. Where an exempt seller
offers services such that it becomes the sole source of electricity (e.g. via an embedded network) and
the customer no longer relies on an authorised retailer, then there will be a need for more robust
conditions. However, provided the consumer is properly informed of their rights and there is some
capacity for early termination and choice of options, the consumer should be free to elect to accept
lower levels of supply reliability, or other conditions.

When deciding on appropriate consumer protections, it should be noted that some conditions may not
be relevant for the type of alternative energy service being offered, for instance, pricing arrangements
and service availability different from those imposed on current retailers may be appropriate. Although
consumers should have the right to opt-out of an arrangement (e.g. from an embedded network or
solar PPA), there are circumstances where the exempt seller should also be protected from punitive
costs caused by consumers opting out (e.g., the costs of installing new metering equipment or
removing generating and storage equipment when changes are made). Notably, customers may
choose new arrangements, not those imposed on current retailers, which may be the reason for them
choosing a different supply option in the first place.

Recommendation 3

The Department sees considerable merit in measures to improve information provision to customers
that may be affected by exempt sellers.

The Department proposes enhancing existing exemption conditions, to require an exempt seller to
obtain the explicit informed consent of the customer to the exempt selling arrangement before the
customer enters into that arrangement. In obtaining this consent the customer must be made aware of
its right to elect to purchase electricity from a licensed retailer of the customer’s own choosing.

The Department will continue to liaise with our partner agencies to work towards all new apartments

having suitable metering to enable effective retailer choice.

Page 2 of 7



ANNAUSTRALIAN
ANN PV INSTITUTE

APVI Comments

The APVI supports greater information sharing and transparency in arrangements with exempt sellers
as with retailers.

All new dwellings (whether apartments or houses) should have metering that facilitates consumer
choice and does not restrict access to different models of supply. Currently, some NSPs require existing
smart meters to be removed and replaced with new smart meters when an embedded network is
retrofitted to an apartment building. This inflicts an unnecessary and potentially prohibitive cost on a
body corporate wishing to retrofit an embedded network for the distribution of self-generated solar
energy. The Department should work with all partner agencies to remove this unnecessary barrier to
distributed renewable energy.

Recommendation 4

Embedded networks serving multiple strata title lots should cease to be protected by the GEO, and
should be transitioned to an appropriately designed licensing framework administered by the ESC.
Caravan park embedded networks will continue to be subject to a deemed exemption.

Distribution of electricity to adjacent properties will continue to be subject to individual exemptions.
However, the Department will continue to monitor the development of new energy technologies and
may issue special exemptions where appropriate to allow for trial and pilots of innovative energy
supply models. Community energy projects will be subject to a registrable exemption.

District scale energy networks will continue to be subject to the current energy licensing framework.

APVI Comments

The APVI does not support the transition of all embedded networks in strata properties to a new
licencing framework. The retrofitting of embedded networks in existing properties could be better
addressed by the addition of a new registerable exemption category.

As noted in the position paper, there is a significant increase in the number of embedded networks in
strata-titled developments. The APVI also notes that there is an increase in the number of bodies
corporate of residential strata buildings seeking to use embedded networks specifically to distribute
self-generated solar energy to apartment residents. These systems can reduce household energy costs,
reduce greenhouse emissions and — if combined with storage — reduce peak network loads. These
include low-rise apartment buildings (where there is significant opportunity to supply a large part of the
building’s load with distributed solar generation) and small strata schemes as well as large ones. In
particular, bodies corporate of small strata schemes attempting to retrofit embedded networks for this
purpose face multiple barriers, such that the APVI is not aware of any successful retrofitted schemes to
date.

Although the details of the Department’s proposed licencing requirement are not clear, it is likely that
this would increase rather than reduce the administrative burden on these bodies corporate, and
consequently hinder the deployment of distributed solar on apartment buildings. The protection of an
individual customer’s ability to opt out of an embedded network should be balanced against the ability
of a body corporate (representing all the owners of units within a development) to make a collective
decision favouring renewable energy provision. However, we recognise that where an embedded
network is established, prior to occupation, by the developer (acting as the body corporate),
subsequent owners and occupiers have little or no control over the terms of their terms of energy

supply.
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We therefore recommend:

* Creation of a new registerable category of retail exemption for embedded networks retrofitted
to existing strata developments

* A restriction on the maximum length of contract for the provision of energy services that can
be entered into by a developer on establishment of a new strata development

* If there is a transition of strata embedded networks to a new licencing framework (and the
APVI does not believe this is necessary) then it should apply only to new strata developments
above a minimum threshold size.

The nature of ‘over the fence’ distribution of electricity from renewable generation to adjacent
properties is dependent on whether this is the sole supply or augments an existing supply from a
registered seller. While noting the Department’s concerns regarding security of supply, the APVI
believes that the creation of a registerable category of retail exemption would be appropriate for ‘over
the fence’ sellers where grid connection is also maintained and supply from an authorised retailer
exists.

The APVI supports the maintenance of a deemed exemption category for caravan parks, the addition of
a registrable exemption for Community Energy projects and the use of special exemptions to allow trial
of innovative supply models.

Recommendation 5

The Department proposes amending the Pricing Rule. The Department proposes to task the ESC

with formulating a new cap benchmark based on commercial market data. This would act as the
maximum price that an exempt seller would be allowed to charge its embedded network customers
for energy consumption.

The Department acknowledges that the Pricing Rule will need to be flexible to allow for new business
models, for example, to allow for consumers who may wish to pay higher charges and high tariffs for

the benefit of renewable energy.

APVI Comments

A price cap is an appropriate mechanism for protecting embedded network consumers and the APVI
welcomes the Department’s recognition of the need for flexibility to allow new business models.
Consumers may prefer to pay higher prices for renewable energy. They may also prefer time of use
tariffs that reward daytime use and penalise evening and night time use, to encourage demand
management maximising self-consumption of solar generation, even though such tariffs may not look
favourable in a direct comparison with commercial tariff structures.

Recommendation 6

The Department does not propose to amend the enforcement regime, applicable to the GEO and
exempt entities, at this time. This position will, however, be reviewed as more information about

exempt entities becomes available.

Recommendation 7

The Department supports the move to extend EWOQVs jurisdiction, making it available to most
customers of embedded network operators and associated exempt sellers.

The Department will continue to work with the ESC and with EWOV to establish a membership
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category for these exempt entities.

Following extension of EWOV’s jurisdiction, the Department will also introduce a new exemption
condition requiring an exempt entity to inform a customer in writing at the time the customer enters
the arrangement, of their right to access the services of EWOV’s dispute resolution mechanism.

The Department will consult further on whether EWOV’s jurisdiction should be extended to make it

available to customers of alternative energy sellers or who participate in community energy projects.

APVI Comments

The APVI supports the extension of EWOV’s jurisdiction to include electricity customers within
embedded networks.

Recommendation 8

Activities relating to SPPAs will continue to be exempt from the requirement to hold a licence under
section 16 of the Electricity Industry Act 2000 under the GEO for the immediate future. However, this

exemption class will become a registrable exemption rather than a deemed exemption.

APVI Comments

The APVI supports the maintenance of the exemption class for SPAAs. Whilst we understand the
Department’s desire to increase the level of information about SPAAs and installed solar capacity, it is
important that changing the exemption class from deemed to registerable does not impose an
excessive administrative burden on exempted sellers, does not result in increased conditions being
applied and avoids creating unnecessary.

Recommendation 9

The authorising framework for community energy projects will be developed under a registrable
exemption and will be subject to a condition that requires the ESC to be reasonably satisfied that the
principal purpose of the provision of services by the exempt entity is to benefit the community it is

servicing.

APVI Comments

The APVI supports the addition of a registrable exemption for Community Energy projects. Community
Energy is underdeveloped in Australia compared to other countries and a requirement for complying
with licencing obligations would likely discourage development of the sector. The Department’s
positive approach to community energy is welcomed, as well as its appreciation of the unique features
of community energy projects that require flexibility in regulation.

The proposed condition should account for the range of financial and organisational models of
community energy, and recognise that in some models the community serviced by the energy supply
and the community providing investment are not co-incident, and the scheme is designed to benefit
both groups. The condition for exemption in this category should therefore be that one of the principal
purposes of the provision of services by the exempt entity is to benefit the community it is servicing.
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Attachment A: Background on the
APVI

The APVI is an independent Institute comprising companies, government agencies, individuals,
universities and research institutions with an interest in solar photovoltaic electricity. In addition to
Australian activities, we provide the structure through which Australia participates in the International
Energy Agency (IEA) PVPS (Photovoltaic Power Systems) and SHC (Solar Heating and Cooling)
programmes, which in turn are made up of a number of activities concerning PV and solar system
performance and implementation. Further information is available from www.apvi.org.au.

APVI Objective

The objective of the APVI is to support the increased development and use of PV via research,
analysis and information.

APVI subscription provides:

Information

* Australian PV data and information

* Standards impacting on PV applications

* Up to date information on new PV developments around the world (research, product
development, policy, marketing strategies) as well as issues arising

* Access to PV sites and PV data from around the world

* International experiences with strategies, standards, technologies and policies

Networking

* Opportunity to participate in Australian and international projects, with associated shared
knowledge and understanding

* Access to Australian and international PV networks (PV industry, government, researchers) which
can be invaluable in business, research or policy development or information exchange generally

* Opportunity to meet regularly and discuss specific issues which are of local, as well as international
interest. This provides opportunities for joint work, reduces duplication of effort and keeps
everyone up to date on current issues.

Marketing Australian Products and Expertise

* Opportunities for Australian input (and hence influence on) PV guidelines and standards
development. This ensures both that Australian products are not excluded from international
markets and that Australian product developers are aware of likely international guidelines.
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¢ Using the information and networks detailed above to promote Australian products and
expertise.

*  Working with international network partners to further develop products and services.

* Using the network to enter into new markets and open new business opportunities in Australia.

The International Energy Agency Programmes

PV Power Systems (IEA PVPS)

e Mission: To enhance the international collaborative efforts which facilitate the role of photovoltaic
solar energy as a cornerstone in the transition to sustainable energy systems
® Focus (26 countries, 5 associates)
= PV technology development
=  Competitive PV markets
= Environmentally & economically sustainable PV industry
= Policy recommendations and strategies
=  Neutral and unbiased information

Australia currently participates in:

PVPS Task 1: Information Dissemination

PVPS Task 13: PV System Performance

PVPS Task 14: High Penetration PV in Electricity Grids.

Solar Heating & Cooling (IEA SHC)

e Mission: International collaboration to fulfil the vision of solar thermal energy meeting 50% of low
temperature heating and cooling demand by 2050
® Focus (21 countries, 2 associates)
= Components
= Systems
= Integration into energy system
= Design and planning tools
* Training and capacity building

Current Australian participation:

SHC Task 51 — PV in Urban Environments

SHC Task 48 — Quality Assurance Support Measures for Solar Cooling Systems
SHC Task 47 — Solar renovation of non-residential buildings

SHC Task 46 - Solar Resource Assessment and Forecasting

SHC Task 43 - Solar Rating & Certification Procedures

SHC Task 42 - Compact Thermal Energy Storage

SHC Task 40 - Net Zero Energy Solar Buildings

For further information on the Australian PV Association visit: www.apvi.org.au

For further information on the IEA PVPS Programmes visit www.iea-pvps.org and www.iea-shc.org
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