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 22 July 2020 
 
 
 
 
 
Department for Energy and Mining 
Government of South Australia 

Submitted by email: DEM.REES@sa.gov.au  

 

Dear Sir/Madam, 

 

Consultation paper on proposed Retailer Energy Productivity Scheme (REPS) Regulatory 
Framework and Activities 

 

Origin Energy Limited (Origin) welcomes the opportunity to provide comments on the proposed Retailer 
Energy Productivity Scheme (REPS) consultation paper. 
 
Origin has been a major liable party under the current Retailer Energy Efficiency Scheme (REES) since 
the scheme commenced. We support cost effective energy efficiency and demand response activities 
being supported by the scheme. 
 
However, we are concerned with the proposed implementation of the new scheme from 1 January 2021. 
We believe there is a high degree of uncertainty as to what activities may be commercially feasible to 
deliver under the scheme, what targets are feasible, the associated cost to the end customer and the 
benefit to the end customer.  
 
It is difficult to respond meaningfully to some parts of the consultation paper when key information is not 
yet available. This includes details on targets, deeming for activities, particularly existing activities that 
are moving over, and how carry-over credit will be converted. 
 
We therefore suggest a number of ways to make the transition to the new scheme more effective and 
provide greater certainty for all participants. This could include: 
 

• Delay the implementation of new activities and the new normalisation calculation until the later 
of - 1 January 2022 or six months after ESCOSA publish all activity specifications and bulletins. 

• Release the carry-over conversion details as a matter of urgency to allow planning for the 
remainder of the 2020 scheme year. Uncertainty over these details has a direct, and negative, 
impact on the amount of industry activity that will occur in the remainder of 2020. 

• Release the 2021 target and 2021 deeming for existing activities as soon as possible to enable 
planning, and negotiations with approved providers.  

• Shape the first five years targets (2021-25) so that 2021 is set conservatively and annual targets 
increase, with these targets provided three years in advance, not year by year. 

• Allow carry-over of sub target credits into the following year’s sub target, rather than only to the 
overall target.  
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Our other key points are as follows: 
 

• Technical advice - we suggest the consultancy work that underpins normalisation factors, activity 
deeming rates and targets be publicly accessible so the basis for the decisions in the scheme is 
transparent to the market. 

 

• Priority Group activities - as new activities are developed there needs to a focus on those suitable to 
the Priority Group.  Many people in this group are not home-owners, so the activities need to address 
the split incentive problem between renters and landlords. 

 

• Costings - we do not support the requirements that retailers must submit costings to ESCOSA. The 
compliance and shortfall penalty burdens in the scheme are significant and drive many of the 
contracting decisions made by retailers. 

 

• Annual tender (REPS credits program) - the option of an annual tender to achieve certain activities 
may provide useful additional flexibility in meeting scheme targets. However, we note that it may take 
many months to engage new providers. Obligations to deliver activities under the tender must be 
clearly established in advance. 

 
 
More detailed responses to specific issues are contained in the following attachment. 
 
If you wish to discuss any aspect of this submission further, please contact Matthew Kaspura at 
matthew.kaspura@originenergy.com.au or on 02 9503 5178.  
  
 
Yours sincerely,  
 

  
 
Keith Robertson 
General Manager Regulatory Policy 
Origin Energy Limited 
GPO Box 5376 
Sydney NSW 2001 
+61 2 9503 5674–Keith.Robertson@originenergy.com.au 
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Attachment 
 
 
 

No Issue Response 

3 REPS Obligation • The regulatory framework should require that the Minister only approve activities that are shown 
to be capable of delivering a tangible benefit to the customer. 

• For example, the customer gains at least twice the benefit on their contribution over the deeming 
period, if the customer is required to co-contribute for the activity. 

• For activities that require no co-contribution, the customer should be no worse off. 

4 Administration • Origin is concerned that with increasing complexity in the scheme there needs to be an associated 
increase in resources to administer the scheme. Without this, the operation of the scheme may 
suffer, and the timely delivery of key information and documents needed for the scheme may be 
delayed. This leads to greater uncertainty for all participants. 

6  Targets • Starting a new scheme in 2021, with such a large amount of regulations, specifications and 
bulletins requiring updating, is very ambitious. 

• We suggest that the planned changes in normalisation calculations and new activities be 
introduced on 1 January 2022, or 6 months after ESCOSA have published the specifications and 
bulletins, whichever comes later. This gives all participants an appropriate amount of time to plan 
and prepare for the new scheme. 

• We suggest the targets be ramped across several years, with a smaller start, as has been used 
previously in the REES. This will allow the industry to smoothly transition to new activities. Targets 
should be released 3 years in advance to enable the industry to plan ahead. 

• Notice for changes to sub-targets should be longer than 4 months. We suggest 6 months as an 
absolute minimum. 

• To make operational management of the scheme easier, we suggest the Household target 
(HEPT) be a sub target of the overall target, and the Priority Group target (PGEPT) a sub target 
of the HEPT. Having many separate targets makes the scheme more complex and costly to 
manage. 

• We note that all renters are now defined as being in the Priority Group. Not all renters are from 
vulnerable sectors of the community. If renters do not require a co-contribution then this 
establishes a disparity in the scheme. 

7 Apportioning targets • We note that a retailer’s total annual target is referenced in proportion to energy purchases but 
that sub-targets are referenced to number of customers. We do not believe the latter approach 
for sub-targets is appropriate. Instead, we believe it should also be referenced in proportion to 
energy purchases. 

• Currently the apportioning of targets double counts customers, as almost all gas customers would 
also have an electricity account. With the change in the scheme to a focus on electricity 
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productivity, and minimal focus on gas usage reduction activities, the inclusion of gas customers 
distorts the obligation on retailers. The gas target should be removed.  

8 Calculating REPS credits • The concept of ‘normalised GJ’ with reference to a time profile of energy is a complex calculation. 
We suggest that this process be simplified as much as possible because it may make the scheme 
very difficult to administer.  

9 Normalisation factors • It is difficult to provide comment on this proposed feature until further details of the possible 
activities are communicated. 

10 Transfer and carry-over • We support providing 20% carry-over between 2020 and 2021 but seek clarity on exactly what 
will be carried over. The conversion approach is vital to finishing the 2020 scheme year - this 
should be made available as soon as possible. 

• We recommend that carryover of sub target activities be allowed, to go toward the 2021 sub 
targets, not just the overall target. 

11 REPS credit program • We support the option of a tender (REPS credit program) as a means of providing additional 
flexibility in the scheme to deliver cost effective activities. 

• The obligations of the fund will need to be clearly established in advance. 

• We note that it may take many months to engage activity providers so adequate time will need to 
be built into the tender process. 

12 Activities • While the Minister’s protocol is appropriate to set minimum specifications, past experience has 
found market changes can take a long time to address. We believe this is partially due to the 
formal nature of the process required to change scheme specifications. We would like to suggest 
a process exists outside formal gazetting to maintain specifications. This could be via delegation 
from the Minister to an alternative party, giving the power to amend specifications to administer 
the activities, by mutual agreement between ESCOSA and the Department. 

• A 6-month notice period should apply when the Minister makes changes to the scheme. This 
allows for contracts and work currently in process. 

• There would be benefit in a whole-of-scheme analysis based on the demography of South 
Australia that analyses the activities available and the available market for each. For example - 
how many homes have hot water systems, and of what type; how many are replaced each year, 
and to what type. This type of analysis together would enable a view on whether sufficient viable 
activities exist to meet targets. It would allow potential saturation of markets to be forecast, as 
with residential lighting, and facilitate changes to the scheme. 

• We are concerned that the proposed activity to move PG customers to a TOU tariff may result in 
them paying a higher bill over the long term, and how this risk will be managed. 

13 Costing of activities • We do not support the requirements that retailers must submit our costings to ESCOSA. The 
penalties for shortfall built into the scheme are significant and represent such a significant brand 
risk that they are the primary consideration when selecting approved providers. Origin seeks out 
approved providers that will provide safe, compliant and certain supply of activities. Given that 
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cost is not the only factor, we don’t see value in providing this cost data when it won’t capture 
those other more important considerations.   

• Further, we do not support the proposed separate ‘activity target’ which would force a certain 
amount of particular activities to be delivered, irrespective of cost. This appears at odds with the 
principle of the scheme to create activities and allow the market to select the most appropriate 
ones. 

• If the Government wishes to have this much control over the scheme it would be more efficient 
for the Government itself to run the scheme as a direct Government subsidy.  

14 Eligible activities • We support a range of cost-effective peak demand response activities being incentivised by the 
new scheme. This could include: 
o Residential behavioural demand response 
o Controlled devices, such as air conditioning and batteries 
o Routine shifting of demand, such as hot water and pool pumps 
o Electric vehicle charging which incentivises charging at off-peak times 

• We would be pleased to discuss these opportunities with the SA Government in more detail. 

• Whether the scheme can provide material support for such activities will depend on the detailed 
methods developed. We support the SA Government undertaking further modelling and analysis 
of a range of potential activities to enable their timely development in the new scheme. 

• Beyond lighting upgrades, a significant issue will be how the scheme enables activities to be 
implemented for renters (who are now classified in the Priority Group). This will require stimulating 
activity that needs to overcome the split incentives of the landlord-tenant arrangement, including 
the effort of securing approval from the landlord for fixed asset improvements. Some of the new 
activities described in the consultation paper as suitable for the Priority Group would rely on home 
ownership. 

• The In-Home Display activity (IHD1) should continue in the new scheme, and be modified to allow 
uptake (i.e. no need for installation by an electrician). This would enable households to 
understand electricity usage and prepare for TOU tariffs or highlight activities that might work for 
them. 

• The Top-up Ceiling Insulation activity (BS1B) should be revisited. It has the potential to be a 
valuable activity, and meaningfully improve the liveability of homes, but the credits do not reflect 
the energy saving potential. This could be a valuable activity for renters/landlords and assist with 
the move away from lighting in the Priority Group.  

• We support new methodologies and activities within the REPS that have undergone analysis to 
demonstrate they are suitable for the South Australian market, which is considerably smaller than 
in interstate schemes, with fewer providers able to gain a critical mass. 

15 Compliance and reporting • Compliance and reporting requirements within the scheme are a significant barrier to entry for 
activity providers. A more streamlined process may produce higher uptake from tradespeople and 
a lower cost for the scheme. 
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• The process to approve a compliance plan can take 2-3 months. Streamlining the compliance 
process and reducing this time would provide greater flexibility to bring on new providers and 
activities.  

• The requirements of the plan need to be clearly defined to accelerate the process and simplify 
submission between providers and retailers. 

• We have found that the compliance burden results in some energy efficiency activities being lost. 
We have customers interested in upgrades that do not meet the very high compliance standard. 
We have found providers of, for example hot water upgrades, that are not interested in the REES 
due to the compliance burden. This can result in customers getting a less efficient model.  

16 Shortfall penalty • We support the flexibility provided by a 10% shortfall allowance. 

• We suggest that this shortfall allowance may need to be higher in the first few years of the new 
scheme, to mitigate against delays in developing new demand response activities. A level of 
around 20% would be reasonable. 

• It is not possible to assess the level of shortfall penalty in the absence of detailed information on 
targets and activities, so that costs for the new scheme can be determined. 

• Origin recommends removing the term penalty and rephrasing it as a shortfall contribution. The 
significant brand damaging aspects of the shortfall penalty results in retailers focusing more on 
compliance and reliable supply of activities than cost. The inadvertent outcome of this is higher 
cost activities and less flexibility in the scheme. We suggest that any shortfall be paid into the 
REPS activity fund and no further penalty measures apply. This would allow retailers to focus 
more on developing new activities that carry higher risk. 

 


