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Executive Summary 
Report overview 
This report details the findings of a short study into the current operation and 
performance of the ACT Energy Efficiency Improvement Scheme (EEIS). The study was 
commissioned in response to consumer and industry feedback received by the 
Department since the Independent Scheme review in 2018. To address this feedback, the 
ACT Government engaged Common Capital to conduct a targeted market and policy 
assessment. Specifically, we were asked to assess key questions within the below scope (a 
full set of questions is detailed in the Background to this Report): 

1. What are the impacts of tier 1 retailer delivery of activities on the ACT water heater 
and air-conditioning markets, and for consumers?  

2. Do delivered activities support the objects of the Energy Efficiency (Cost of Living) 
Improvement Act? What are the key barriers to, and what would be the impacts of, 
tier 2 retailer participation in the Scheme?  

 
Overall, we found that the Scheme is performing well and operating as intended. We 
found that products delivered by ActewAGL under the Scheme were of a high quality and 
offered at a competitive market price. We found that some stakeholder concerns around 
Scheme performance were due to misperceptions around how a market-based scheme is 
supposed to operate.  

We also found that some tier 2 retailer participation in the Scheme is likely in the near 
future. While this will expand the market reach of the Scheme and deliver increased 
energy savings in the ACT, it will also result in a significant loss in Energy Savings 
Contributions revenue for EPSDD and a significant increase in workload.  

Our key findings and opportunities for EPSDD to consider are mapped out in the two 
diagrams below. More detailed descriptions of these findings and opportunities can be 
found in the final sections of this executive summary, as well as throughout Sections 1 
and 2 of this report.
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Key f ind ings  and oppor tun i tes  map –  Repor t  sec t ion  1 
W h a t  a r e  t h e  i m p a c t s  o f  A c t e w A G L ' s  a c t i v i t i e s  o n  t h e  A C T  w a t e r  h e a t e r  a n d  a i r - c o n d i t i o n i n g  m a r k e t s ,  
a n d  f o r  c o n s u m e r s ?
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Key f ind ings  and oppor tun i t i e s  map –  Repor t  sec t ion  2 
D o  d e l i v e r e d  a c t i v i t i e s  s u p p o r t  t h e  o b j e c t s  o f  t h e  E n e r g y  E f f i c i e n c y  ( C o s t  o f  L i v i n g )  I m p r o v e m e n t  
A c t ?  W h a t  a r e  t h e  k e y  b a r r i e r s  t o ,  a n d  w h a t  w o u l d  b e  t h e  i m p a c t s  o f ,  t i e r  2  p a r t i c i p a t i o n  i n  t h e  
S c h e m e ?  
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Key findings 
The following list describes the key findings relevant to EPSDD’s scope questions for 
Sections 1 and 2 of this report.  

S e c t i o n  1 :  T h e  i m p a c t s  o f  t h e  E E I S  o n  t h e  m a r k e t  a n d  c o n s u m e r s  a r e  
o n  b a l a n c e  p o s i t i v e  

• ActewAGL’s space heating/cooling and hot water offerings are competitive 
(Section 1.1) - A pricing review was completed on hot water and space 
heating/cooling activities in the ACT. Overall, the products offered by ActewAGL 
installers are of a high quality and the prices are in line with market rates.  

• Negative sentiment from non-ActewAGL installers is in part a response to 
healthy competition, which could be addressed by increased tier 2 participation 
(Section 1.2) - There are some stakeholder concerns regarding levels of competition 
driven by the EEIS, however, this is a key feature of the Scheme’s market-based design 
and is a desired outcome. Negative installer sentiment could be in part alleviated by 
increased tier 2 retailer participation as smaller installers would have the opportunity 
to subcontract to larger Accredited Energy Savings Providers (AESPs).  

• Complementary policies help maximise Scheme benefits for non-participants 
(Section 1.3) – Energy efficiency obligation (EEO) schemes are most effective when 
part of a broader suite of policies. Complementary programs reduce Scheme spend by 
providing access to energy efficient upgrades in other forms. The ACT Government 
has a range of complementary programs to the EEIS which help support a range of 
energy efficiency and energy demand-side objectives.  

• Space heating/cooling offerings are appropriate. Cheaper hot water offerings 
are available in other jurisdictions but are not fit-for-purpose in the ACT (Section 
1.1) - New, cheaper offerings are available in other jurisdictions, but these are likely 
not fit-for-purpose in the ACT due to the low winter temperatures. If tier 2 retailers 
participate in the Scheme, they will likely use national installers who favour these 
cheaper products that they provide in other jurisdictions – this may jeopardise the 
integrity of the Scheme.   

S e c t i o n  2 :  T h e  k e y  c h a l l e n g e s  t o  t i e r  2  p a r t i c i p a t i o n  a r e  s t a k e h o l d e r  
u n d e r s t a n d i n g ,  E S C  r e v e n u e  a n d  S c h e m e  r e s o u r c i n g  

• ActewAGL’s delivery of activities aligns with EEIS goals and design (Section 2.1) - 
ActewAGL is delivering a range of eligible activities – meeting both their energy 
savings and priority household obligations. ActewAGL has decided to only deliver 
energy saving activities to its own customers. This is in keeping with the spirit and 
letter of the Act and the general operating principles of a market-based scheme – the 
EEIS is not a government program, it is a regulated market-based scheme. 
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Opportunities 
The following opportunities have been identified to improve the performance and 
outcomes of the EEIS.  

I m p r o v e  c o m m u n i c a t i o n  w i t h  c o n s u m e r  a n d  i n d u s t r y ,  t o  i n c r e a s e  
u n d e r s t a n d i n g  o f  t h e  d i r e c t  a n d  i n d i r e c t  b e n e f i t s  o f  t h e  S c h e m e  a n d  
c o m p l e m e n t a r y  A C T  p r o g r a m s  

• Opportunity 1A: Develop and disseminate a clearer narrative to stakeholders to 
address misunderstandings – clearly communicating the primary objectives of the 
EEIS and Scheme design will help both consumers and industry understand the 
dynamics of a market-based scheme (see Section 1.4). 

• Opportunity 2A: Improve communication with customers and installers 
regarding pathways to participation and benefits of the Scheme – pathways 
include tier 2 participation and the Sustainable Household Scheme. Clear 
communication will be required to facilitate greater participation (see section 2.4). 

S t r e n g t h e n  r e s o u r c i n g  a n d  f u n d i n g  s o u r c e s  t o  p r e p a r e  f o r  l i k e l y  t i e r  
2  p a r t i c i p a t i o n ,  t h e n  e n g a g e  w i t h  t i e r  2  r e t a i l e r s  a n d  p o t e n t i a l  
A E S P s  t o  e x p a n d  d i r e c t  b e n e f i t s  t o  m o r e  A C T  c o n s u m e r s  a n d  
i n s t a l l e r s  

• Opportunity 2B: Investigate cost recovery pathways for EPSDD to offset 
anticipated lost revenue – should tier 2 retailers elect to participate in the Scheme, 
there will be a significant loss in ESC revenue which will have a sizeable impact on the 
operation of the team (see Section 2.4).    

• Opportunity 2C: Increase EPSDD resourcing to support additional compliance 
requirements – if tier 2 retailers participate in the Scheme and installers become 
AESPs, the compliance burden will shift from retailers onto the EPSDD, which does not 
have the resources to support the increased workload (see Section 2.4). 

• Opportunity 2D: Clarify the financial obligations of participation with tier 2 
retailers - Make sure that tier 2 retailers understand that they can start to 
incrementally participate in the Scheme using the AESP framework. Clarify that they 
can continue to pay the ESC, not the shortfall penalty, if they fail to meet their delivery 
plan (see section 2.4)  

• Opportunity 2E: EPSDD to engage with tier 2 retailers and potential AESPs to 
facilitate tier 2 participation – neither installer nor tier 2 retailer is currently aware of 
the other party’s interest in participating in the Scheme, therefore bringing these two 
stakeholders together will help overcome this barrier (see section 2.4). 
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R e v i e w  a c t i v i t y  c o d e s  f o r  e m e r g i n g  p r o d u c t s  

• Opportunity 1B: Review heat pump hot water activity codes to ensure only 
products that can perform well in the ACT climate are installed under the EEIS – 
EPSDD should carry out its own compliance and approval process on new market 
offerings as there has been anecdotal feedback that some of these products have 
historically experienced performance issues in the ACT (see Section 1.4). 
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S u g g e s t e d  o p p o r t u n i t i e s  i m p l e m e n t a t i o n  t i m e l i n e  
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• 1.2a - Is the Tier 1 retailer offering a value for money product and service? How does 
it compare to the broader market? 

• 1.1b - What options might be suggested to improve local industry and consumer 
outcomes whilst not compromising the objects and cost effectiveness of the scheme? 
Please provide short-mid term solutions (i.e. changes to subordinate legislation) and 
long-term solutions (i.e. changes to the Energy Efficiency Improvement Act) if 
applicable. 

• 2.2b – Does ActewAGL’s activity offering, and associated product selection provide 
and appropriate energy efficiency solution for consumers?  

Do delivered activities support the objects of the Energy Efficiency (Cost of Living) 
Improvement Act? What are the key barriers to, and what would be the impacts of, 
tier 2 retailer participation in the Scheme? Considering: 

• 2.1a – Is the AESP framework fit-for-purpose given the limited interest shown to date 
in pursuing this pathway from retailers and installers? 

• 2.1b – What would be the impact of Tier 2 participation in activity delivery with 
respect to the Objects of the Act? 

• 2.1c – What might be the potential implications in relation to pass through costs of 
Tier 2s delivering activities under the Scheme? 

• 2.1d – What changes to the Scheme could best facilitate increased Tier 2 participation 
and reduce perverse outcomes? 

• 2.2a – Are Tier 1 retailer’s business considerations in selecting activities to deliver to 
achieve their energy saving obligation in conflict with the objects of the Act or 
consumer priorities? 

• 2.2b – Does the tier 1 retailer’s activity offering, and associated product selection, 
provide an appropriate energy efficiency solution for consumers? 

• 2.3a – How does Tier 1 delivery of EEIS activities to only their own customers impact 
the Objects of the Act? 

W e  w e r e  t a s k e d  w i t h  u n d e r t a k i n g  a  t a r g e t e d  “ h e a l t h  c h e c k ”  o f  t h e  
E E I S  

The ACT Government engaged Common Capital to review and assess the current 
operation of the EEIS to identify ways to reduce barriers and maximise the public benefit 
delivered by the Scheme. The outputs of this project are intended to inform the EEIS 
Administrator on potential future legislative updates and non-legislative policy strategies. 
We began by completing a detailed review of pricing and delivery of energy efficient 
space heating/cooling and hot water technologies in the ACT. This involved calling 
heating, ventilation, and air conditioning (HVAC) installers and plumbers in the ACT for 
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EEIS. This allowed us to address the key concerns and questions outlined at the beginning 
of this section.  

T h e r e  a r e  s o m e  l i m i t a t i o n s  t o  t h e  d a t a  r e p o r t e d  i n  t h i s  p r o j e c t  

This was not a comprehensive quantitative market analysis. However, every effort was 
made during our pricing review and interviews to collect reliable and meaningful data. 
We sought to engage a broad range of stakeholder perspectives through the interview 
process but were somewhat limited by interview numbers. We interviewed 6 installers in 
total and while they expressed a diverse range of views, they may not be entirely 
representative of the ACT installer market. Likewise, with our pricing review we were not 
able to perform a comprehensive comparison of quotes from all ACT installers. We 
attempted to obtain a typical sample. However, this exercise was not intended to be 
statistically significant. We would need an order of magnitude more interviews than were 
in scope for this project to be able to draw statistically significant findings on price, 
uptake and market share. However, some clear and consistent themes emerged from 
which we were able to qualitatively answer EPSDD’s questions.
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1. Market analysis 
Overview 
This section considers the implications for local industry and consumers receiving energy 
saving upgrades under the EEIS from ActewAGL meeting its legislative obligations. In 
particular, we focus on the two current upgrade types:  

• replacement of gas space heating and/or electric space heating and cooling with high 
efficiency, ducted, reverse cycle heating, ventilation and air-conditioning (HVAC) 

• replacement of gas or electric water heating with high efficiency electric heat pump 
hot water systems. 

The key findings detailed in this section are: 

The undiscounted prices ActewAGL 
installers are quoting for both 
HVAC and hot water upgrades are 
in line with market rates and 
around 10% lower than market 
rates after ActewAGL subsidies are 
applied.  

BUT it appears that the vast majority of new 
upgrades, that are mostly undertaken by non-
ActewAGL installers, would not have happened 
without ActewAGL’s subsidies and promotion. 
EEIS upgrades are not happening at the expense 
of non-ActewAGL installer’s existing sales and 
market share. 

Some installers who chose not to 
respond to ActewAGL’s tender 
have said retrospectively that they 
would have bid if they had their 
time again and would like access to 
incentives if the EEIS was run as a 
government rebate program. 

BUT the EEIS is a marked-based scheme and the 
discounts are a commercial innovation between 
ActewAGL and the successful tender respondents, 
in accordance with the obligations and policy 
intent of the EEIS.  

 

At present, ActewAGL is only 
offering upgrades to its own 
customers under the EEIS 

BUT this is consistent with the spirit and letter of 
its obligations and places competitive pressure on 
other energy retailers to participate in the EEIS 
and offer upgrades to their own customers. The 
EEIS aims to benefit all ACT customers with 
avoided carbon emissions and lower energy 
prices by delivering energy savings. Additionally, 
complementary ACT Government programs 
provide pathways for non-ActewAGL customers 
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and installers to directly benefit from energy 
saving upgrades.  

 

In this section, you can find answers to the following research questions, as outlined in 
the EPSDD’s project RFQ: 

• 1.1a - Does Tier 1 Retailer pricing and delivery of space heating/cooling and hot water 
activities under the EEIS impact local industry and consumers? If so, how? 

• 1.2a - Is the Tier 1 retailer offering a value for money product and service? How does 
it compare to the broader market? 

• 1.1b - What options might be suggested to improve local industry and consumer 
outcomes whilst not compromising the objects and cost effectiveness of the scheme? 
Please provide short-mid term solutions (i.e. changes to subordinate legislation) and 
long-term solutions (i.e. changes to the Energy Efficiency Improvement Act) if 
applicable. 

• 2.2b – Does ActewAGL’s activity offering, and associated product selection provide an 
appropriate energy efficiency solution for consumers?  
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One interviewee had installed 30 hot water heat pumps from one of the newer brands 
five years ago but has since had to remove all of these units as they have failed to 
perform in the ACT climate. Several non-ActewAGL installers who were asked for a quote 
refused to install hot water heat pumps, citing their poor performance during ACT 
winters. Due to the lower price, these newer units are offered for free under one other 
state’s scheme and for $33 in another. These units perform well in these states due to less 
severe temperature fluctuations. If tier 2 retailers participate in the scheme, they are likely 
to use national installers who may have a preference for the lower cost products they are 
currently installing in other jurisdictions. Two interviewees raised performance concerns 
of these products in the colder temperatures experienced in the ACT. These products are 
not currently prohibited by the EEIS codes of practice. The current product offerings 
under the EEIS were praised by interviewees for being of a high quality and performing 
well in the ACT. Subsequently incorporating newer products that are not fit-for-purpose 
may jeopardise the integrity of the Scheme.  

Ducted reverse-cyc le  a i r  cond i t ion ing  pr i c ing  and 
of fer ings  
ActewAGL ducted HVAC offerings are of a high quality and priced at market rate. As 
shown in Table 5 below, the price discrepancy between ActewAGL and non-Actew AGL 
installer offerings is not significant. Some non-ActewAGL installer offerings are cheaper 
than ActewAGL installers, while others were more expensive. ActewAGL installer quotes 
were typically in the middle of the market. The average quoted offering is a little lower 
than the average price quoted by non-ActewAGL installers – however this could be 
because there are only three ActewAGL installers. 
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They claimed that non-ActewAGL customers were calling up to get quotes, knowing that 
they weren’t eligible for any incentives. It appears that many of these new upgrades 
would not have happened without ActewAGL’s subsidies and promotional activity. While 
their sales have increased, non-ActewAGL contracted installers reported a higher cost of 
sales due to an increased request for quotes in response to ActewAGL marketing and 
discounts. Non-ActewAGL installers are therefore winning a lower percentage of quotes 
provided. For example, one installer has experienced an increased number of hot water 
heat pump sales but reported going from a 30-40% conversion rate on most quotes to 
20-30%. 

Assessing the additionality of the EEIS is outside the scope of this review. However, based 
on installer feedback it appears likely that the Scheme has resulted in additional hot water 
and HVAC installations beyond business as usual in the ACT. 

ActewAGL i s  no t  ob l igated to  con t rac t  to  a l l  
i n s ta l le r s  i n  the  ACT 
As a tier 1 retailer, ActewAGL has selected not to use the AESP framework to deliver 
energy saving activities. Tier 1 retailers can carry out their own procurement processes to 
select their preferred installers. ActewAGL sent out an open request-for-tender to the 
market. Following this process, they selected three installers to deliver energy saving 
activities on their behalf.  

 

Like all market-based schemes, EEIS is designed to drive innovation and price competition 
through allowing tier 1 retailers to work out how they are best placed to deliver energy 
savings obligations based on their business capabilities and business processes. 
Increasing competition is implicitly built into the scheme design. Requiring tier 1 retailers 
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provides more value for non-participants in the Scheme as the less money ActewAGL 
spends, the lower the pass-through costs are for all energy consumers. Subsequently, the 
wholesale price of energy may also decrease as the demand for energy decreases, due to 
energy efficient appliances using less energy.  

Energy Efficiency Obligation (EEO) schemes are most effective when operating within a 
broader policy mix, which has been designed in response to local market conditions [8]. 
This policy mix should be designed to support the emergence of a sustainable energy 
efficiency industry that can deliver upgrades at scale [9]. Figure 1 below shows a 
framework for targeting energy efficiency policy tools, depending on where the target 
activity sits on the diffusion of innovations curve [10]. It is based on the findings of a 2020 
Common Capital study into the effectiveness of financial incentive-based policy tools in 
driving energy efficiency upgrades [10]. 

 
Figure 1: Adoption curve showing how policy tools interact to incentivise the uptake of energy efficiency practices in 
commercial buildings (source: 1Rogers [11] and  2Common Capital [10]) 

The yellow s-curve is a simplified depiction of the rate of market adoption over time for 
the successful diffusion of new innovations. The blue bell curve shows the percentage of 
market share that different customer categories represent. The most suitable policy types 
are plotted along the diffusion of innovations curve. As shown above, EEO schemes are 
most effective when targeted at technologies and practices in the innovator and early 
adopter stages to drive costs down and result in mass market adoption. Therefore, EEO 
schemes are useful for scaling the adoption of energy saving activities with demonstrated 
commercial feasibility, but low levels of adoption. As shown above, a mix of policy tools is 
required to support EEO schemes and maximise their benefits. The ACT Government has 
various complementary programs to the EEIS which help support a range of energy 
efficiency and energy demand-side objectives. These programs include the Sustainable 
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2. Scheme performance 
Overview 
This section assesses whether ActewAGL’s Scheme decision-making is in line with the 
objects of the Act and Scheme design. It also assesses the impact of tier 2 retailer 
participation in the Scheme, particularly on energy savings delivered by the Scheme, 
EPSDD resources, pass through costs, and priority households. Lastly, this section 
evaluates the AESP framework and its suitability for delivering the goals of the Scheme. 

The key findings detailed in this section are: 

ActewAGL’s delivery of 
activities aligns with EEIS 
goals and design 

BUT there are inherent trade-offs between the four objects 
of the Act. 

Tier 2 participation will 
moderately increase 
energy savings 

BUT significantly impact EPSDD resourcing and ESC-funded 
programs.  

The AESP framework is 
fit-for-purpose 

BUT needs improved awareness as many installers and tier 2 
retailers are unaware of, or misunderstand, the AESP 
framework. In addition, EPSDD does not have the resources 
to monitor compliance of AESPs 

 

In this section, you can find answers to the following research questions, as outlined in 
EPSDD’s project RFQ: 

• 2.1a – Is the AESP framework fit-for-purpose given the limited interest shown to date 
in pursuing this pathway from retailers and installers? 

• 2.1b – What would be the impact of Tier 2 participation in activity delivery with 
respect to the Objects of the Act? 

• 2.1c – What might be the potential implications in relation to pass through costs of 
Tier 2s delivering activities under the Scheme? 

• 2.1d – What changes to the Scheme could best facilitate increased Tier 2 participation 
and reduce perverse outcomes? 

• 2.2a – Are Tier 1 retailer’s business considerations in selecting activities to deliver to 
achieve their energy saving obligation in conflict with the objects of the Act or 
consumer priorities? 
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• 2.2b – Does the tier 1 retailer’s activity offering, and associated product selection, 
provide an appropriate energy efficiency solution for consumers? 

• 2.3a – How does Tier 1 delivery of EEIS activities to only their own customers impact 
the Objects of the Act? 
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2.1.  ActewAGL’s  del ivery of  act iv it ies  al igns  
with EEIS goals  and des ign 

There  are  inheren t  t rade-of f s  between  the  ob jec t s  
o f  the  Ac t  
The four objects of the Energy Efficiency (Cost of Living) Improvement Act are shown in the 
figure below. While the objects are mostly complementary, individual activities delivered 
under the scheme won’t necessarily meet all four objectives. For example, upgrading an 
electric water heater with a high efficiency heat pump will reduce household and business 
energy use and provide bill savings, but it won’t reduce greenhouse gas emissions in the 
ACT where offsite renewable energy purchases account for 100% of the Territory’s 
consumption. Decommissioning gas heaters and installing high efficiency ducted HVAC 
systems will provide the largest reduction in greenhouse gas emissions but will increase 
electricity use and deliver only moderate bill savings (gas is cheaper than electricity, but 
HVAC is much more efficient). This is also an activity that is likely inaccessible for priority 
households due to the high upfront installation costs.  

 
Figure 2: Objects of the Energy Efficiency (Cost of Living) Improvement Act 2012 
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• Reduce greenhouse gas emissions associated with energy use in the ACT – 
through electrification, e.g. gas to electric hot water installations and 
decommissioning gas heating, replacing with electric. 

• Encourage the efficient use of energy – marketing the scheme to consumers and 
delivering bill savings through long term energy efficiency. 

No single activity can meet all four of these objects. However, despite ActewAGL’s 
scheme obligations being separate to the objects of the act, they are still managing to 
support all four objects. ActewAGL’s operations are consistent with the intent of a 
market-based scheme. If the ACT Government’s policy goals change and it wants to drive 
uptake of different activities or deliver activities to other priority groups under the 
Scheme, then the priority household definition could be expanded and/or additional sub 
targets introduced for specific activities. Consideration of whether either of these things 
should be pursued falls outside the scope of this project. However, if the government 
decides to explore these changes in the future a thorough assessment of any perverse 
outcomes and trade-offs will be required.  

For example, expanding the scope or size of the priority household definition would likely 
not result in a greater diversity of priority groups being serviced. Schemes like the EEIS 
are very effective at overcoming informational barriers to energy efficiency by providing 
subsidies. However, removing an information barrier is irrelevant if your main barrier is 
price, or you are a renter who does not get a long-term benefit from the activity. Most 
priority households face various structural barriers which the EEIS alone cannot overcome. 
If the government wants to reach a more diverse group of vulnerable homes the Scheme 
must be complemented with other programs tailored to address the other barriers to 
energy efficiency e.g. split incentives, trust in institutions, social hardship etc.  

The  de l ivery  of  ac t iv i t i e s  to  on ly  Ac tewAGL 
cus tomers  i s  con s i s ten t  w i t h  t he  Ac t  
ActewAGL has now decided to only deliver energy saving activities to its own customers. 
This is in keeping with the spirit and letter of the Act and the general operating principles 
of a market-based scheme. Tier 1 retailers are under no obligation to deliver activities to 
the broader ACT market. They must simply meet both their energy savings and priority 
household obligations.  

Providing incentives for energy efficiency upgrades and installations creates a point of 
difference in the market for ActewAGL. Opening up the program to customers outside of 
ActewAGL diminishes their market edge. By choosing to only service ActewAGL 
customers, a competitive market is created, whereby pressure is increased on tier 2 
retailers to also participate in the scheme. This is exactly how a market-based scheme is 
supposed to operate. If tier 2 retailer customers want access to the scheme, they can 
either put pressure on their retailer to participate, or they can switch to a tier 1 retailer. Of 
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energy use and costs through 
installing more energy efficient 
appliances. 

which may have an adverse effect on 
priority households. 
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