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1. Executive summary

The Energy Efficiency (Cost of Living) Improvement Act 2012 (the Act) establishes the
Australian Capital Territory’s (ACT’s) Energy Efficiency Improvement Scheme (EEIS or the
’Scheme’), which aims to encourage the efficient use of energy; reduce greenhouse gas
emissions associated with energy use in the Territory; reduce household and small-to-
medium sized business energy use and costs; and increase opportunities for priority
households to reduce energy use and costs. The EEIS establishes a Territory-wide energy
savings target (EST), defined as a proportion of a retailer’s total electricity sales in the ACT.

The Act requires electricity retailers to achieve energy savings by delivering eligible activities
to households and small-to-medium businesses. Eligible activities are determined by the
Minister and include insulation, draught sealing, efficient space heating and cooling systems,
water heaters and other items that reduce energy bills and provide energy savings while
maintaining quality of life. EEIS ‘tier 1’ retailers must deliver energy savings activities or
acquire energy savings factors (ESFs) from Approved Energy Savings Providers (AESPs), while
‘tier 2’ retailers can deliver eligible activities, acquire ESFs from AESPs, or opt to pay an
energy savings contribution (ESC). Any retailer that fails to meet its obligations under the
Scheme within a given compliance period is required to pay a ‘shortfall penalty’.

This regulatory impact statement (RIS) relates to the Energy Efficiency (Cost of Living)
Improvement (Priority Household Target) Determination 2025 (the determination). The
priority household target (PHT) ensures that a specified proportion of energy savings
achieved under the Scheme are delivered in Canberra’s lower income households, defined
as households in which at least one resident holds an eligible concession or is experiencing
financial hardship, or as those that classify as a priority dwelling as defined in the legislation.
These households are most affected by energy price rises, but least able to invest in energy
efficiency upgrades.

This RIS was prepared in accordance with Part 5.2 of the Legislation Act 2001. It outlines the
costs and benefits associated with the Minister determining the PHT at 40 per cent for 2027.

2. The authorising law

The EEIS is the ACT’s market-based Energy Efficiency Obligation (EEO) scheme established
under the Act. The Act was passed by the Legislative Assembly on 3 May 2012 and the
Scheme is currently legislated to run until 31 December 2030. Under the Act, an energy
savings target (EST) is established, which determines the total energy savings to be achieved
by individual retailers in a compliance period, expressed as a percentage of their total
electricity sales in the ACT. A retailer’s energy savings obligation (RESO) for a compliance
period is calculated as follows: EST (%) x electricity sales (in megawatt hours or MWh).

Section 8 of the Act requires the responsible Minister set the target of total energy savings
tier 1 NERL retailers must achieve in priority households. The Priority Household Target
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(PHT) is expressed as a percentage of the RESO. The PHT is determined by disallowable
instruments for each compliance period, defined as a calendar year.

The PHT must be determined by the Minister no later than six months before the
commencement of the relevant compliance period if it increases; or no later than three
months before the commencement of the compliance period if there is no increase.

3. Priority Household Target context and policy objectives

Increases to the cost of living are felt most acutely by Canberra’s low-income households
who spend a greater proportion of their income on essential goods and services®. For
example, households living with low incomes or experiencing disadvantage pay
disproportionately more of their income on energy than the average household?. Energy
costs are relatively fixed regardless of income due to the universal need for heating, hot
water, cooking, lighting and power for appliances. Low-income households are also more
likely to be living in housing with poor energy efficiency or renters with limited ability to
make improvements or access the benefits of energy efficiency upgrades and electrification.

The PHT is designed to address this problem by providing opportunities for priority
households to secure energy and cost savings to help improve the distributional equity of
the EEIS. In the absence of a PHT, retailers would likely seek out least cost opportunities to
meet their energy savings obligations. This would favour higher-income households that are
able to make greater co-contributions and reduce participation among priority households.
Modelling commissioned by Government indicates that activity delivery to priority
households’ costs around double that of standard private households, as they have less
ability to fund upgrades and require much higher financial support to participate in the EEIS.
Without a PHT, retailers would shift activity towards higher-income households better able
to co-fund measures, reducing support for vulnerable households.

To support the delivery of the PHT there is a separate Priority Household Definition (PHD)
instrument which defines priority household eligibility. To ensure most vulnerable
households are supported by the EEIS the current PHD sets broad eligibility criteria and is
estimated to capture approximately 30% of all ACT households.

The policy objective of the determination is to achieve object (d) of the Act as established in
section 6: to “increase opportunities for priority households to reduce energy use and cost”.
The PHT also delivers on key objectives of the ACT Climate Strategy 2026-2036: Overarching
Framework? including: achieving net zero emissions in the ACT by 2045 at the latest;
building resilience to climate change impacts; and supporting a just transition to net zero

1 ACTCOSS (2022) Poverty and inequality in the ACT, available at https://actcoss.org.au/publication/factsheet-
poverty-inequality-in-the-act/

2 ACTCOSS (2025) Energy Hardship Factsheet, available at https://actcoss.org.au/publication/energy-hardship-factsheet/

3 Available at ACT Climate Change Strategy 2026-36
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emissions. It also achieves the objective of a just transition under the ACT’s Integrated
Energy Plan 2024-2030 (IEP)* through the EEIS Priority Household Target (PHT).

4. Priority Household Target setting analysis and rationale

EEIS activities deliver significant energy and bill savings to participating households, which
includes a proportion of priority households. This is achieved through improving household
energy efficiency, with the EEIS primarily delivering reverse cycle air conditioning (RCAC),
hot water heat pump (HWHP) and insulation upgrades in ACT households — supporting key
electrification technologies and home energy efficiency improvements which reduce
household energy bills.

The PHT has been consistently met by the tier 1 retailer over the lifetime of the Scheme, at
times through the support of surplus savings achieved in previous years. Previous
consultation with the tier 1 retailer indicated that it would be possible to continue to meet a
40% PHT if it was expanded to include rental properties, which was completed for the 2025
compliance year to support expanded activity delivery to a wider range of ACT households.

The Tier 1 retailer has raised concerns in previous compliance years about the ability to
meet the 40% PHT target. However, despite these concerns, it has exceeded the target in
recent years. This can be attributed to their participation in the ACT Government’s
Vulnerable Household Energy Support Scheme (VHESS) which enables electrification and
insulation upgrades in social housing properties. The Tier 1 retailer has historically been
permitted to claim activities delivered through this Program against its PHT obligation.
These VHESS installations are expected to remain in some capacity in the 2027 compliance
year, supporting achievement of the Scheme’s priority household objectives.

Government-commissioned analysis found that delivering activities to non-VHESS priority
households’ costs around twice as much as delivering them to standard private households,
largely due to the additional financial support needed to install typical EEIS RCAC and HWHP
appliances. Lowering the PHT would require a tightening of the priority household definition
to ensure support is directed to low-income households with the greatest need and least
ability to undertake upgrades independently.

Although social housing tenants are typically low-income, these properties are managed by
the ACT Government and are currently undergoing widespread electrification and insulation
retrofits through the VHESS program. To maintain support for low-income ACT residents
who do not live in social housing, the PHT is retained at 40 per cent to ensure sufficient
activity delivery to these vulnerable households.

4 ACT Government Integrated Energy Plan (IEP), available at
https://www.climatechoices.act.gov.au/ data/assets/pdf file/0006/2509458/integrated-energy-plan-2024-

2030.pdf
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4.1 Setting the Priority Household Target (PHT)

Maintaining the PHT at 40 per cent for the 2027 compliance year remains appropriate given
the current broad PHD. This setting helps ensure sufficient support for low-income
households through EEIS electrification and energy efficiency upgrades. Noting the impact
of the PHT on Scheme pass-through costs, maintaining the target at 40 per cent is
considered to achieve an appropriate balance between cost impacts and equitable
outcomes for vulnerable households under the Scheme.

Maintaining a 40 per cent PHT is projected to keep pass-through costs close to the $4/MWh
threshold, minimising bill impacts on ACT electricity consumers. It should be noted that this
target is informed by the current broad PHD and may require adjustment from 2028
onwards should the Government wish to adjust the definition.

Alternatively, a reduction in the PHT would reduce the distributional equity of the Scheme
and likely limit opportunities for more vulnerable households to participate in the EEIS and
receive the benefits of improved household energy efficiency.

5. Consistency of the proposed law with the authorising law
As mentioned above, the determination is consistent with the object of the Act to increase
opportunities for priority households to reduce energy use and cost.

The Act requires the Minister to set a PHT at least three months before the start of the
compliance period to which the PHT relates. The requirement is for the PHT to be
established six months before the start of the compliance period if the PHT is to be
increased. Compliance periods are calendar years.

As the proposal is to retain, rather than increase the PHT, the Act requires the PHT to be set
at least three months before the beginning of 2026.

6. Inconsistency with the policy objectives of another territory law
The determination is not inconsistent with the policy objectives of any other Territory law.

7. Reasonable alternatives to the proposed law

Section 8 of the Act is explicit in its requirement for a PHT to be determined by the Minister
and provides for no alternative. Alternatives to the determination are therefore restricted
to either maintaining, increasing, or decreasing the PHT.

8. Brief assessment of the benefits and costs of the proposed law

Government-commissioned modelling assessed the scheme's costs and benefits at a 40%
PHT, as shown in the table below. In the absence of the target, priority households would
potentially be underrepresented in delivery while still facing the costs of the scheme.
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Lifetime bill savings to participating households (across $85,020.039
period 2027-29 compliance years)

Total wholesale, network and greenhouse gas (GHG) $96,471,153
emissions savings from period 2027-29

Estimated average annual pass-through cost to Tier 1 $3.57 /MWh
customers

Net present value of public investment $60,508,702

9. Human rights
The determination does not engage any human right set out in the Human Rights Act 2004.

10. Assessment of the consistency of the proposed law with the Standing

Committee on Legal Affairs (Legislative Scrutiny Role) principles
The terms of reference of the Standing Committee on Justice and Community Safety
(Legislative Scrutiny Role) require it to consider whether (among other things):

(a) any instrument of a legislative nature made under an Act which is subject to
disallowance and/or disapproval by the Assembly (including a regulation, rule or
bylaw):

(i) is in accord with the general objects of the Act under which it is made,

(ii) unduly trespasses on rights previously established by law,

(iii)  makes rights, liberties and/or obligations unduly dependent upon non reviewable
decisions, or

(iv) contains matters which in the opinion of the Committee should properly be dealt
with in an Act of the Legislative Assembly.

The position in relation to each term of reference is as follows.

(i) is in accord with the general objects of the Act under which it is made
As noted above, the determination is in accordance with the general objects of
the Act.

(ii) unduly trespasses on rights previously established by law
The determination does not unduly trespass on rights previously established
under law.

(iii)  makes rights, liberties and/or obligations unduly dependent upon non reviewable
decisions
The determination does not make rights, liberties and/or obligations unduly
dependent upon non reviewable decisions.

(iv) contains matters which in the opinion of the Committee should properly be dealt
with in an Act of the Legislative Assembly
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The subject matter of the determination is appropriate for a disallowable

instrument.

11. Conclusion
This RIS was prepared in accordance with Part 5.2 of the Legislation Act 2001.

This RIS has presented information to support determining the EEIS Priority Household
Target at 40 per cent for the 2026 compliance period.

This determination is consistent with the objects of the Act and will create a pathway for
continued support to priority households without placing a greater financial burden on

energy consumers.
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