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1 Request for comment
In October 2018, the Victorian Government announced an election commitment to ban embedded networks in
new residential apartment buildings, with appropriate exemptions for buildings that use renewable energy
microgrids to deliver low-cost renewable energy to apartment blocks.
The Government’s election commitment to ban embedded networks in new residential apartment buildings
was made in response to ongoing concerns that customers living in embedded networks pay higher prices and
do not have access to the same level of customer protections as those who live outside of embedded networks.
This Issues Paper seeks feedback from a range of stakeholders to inform implementation of the election
commitment. An Expert Panel (Panel) leading an Embedded Networks Review (Review) is developing advice
on how best to implement the ban.
Submissions are sought on the issues raised in this Issues Paper, or on any other matters relevant to
implementing the Government’s election commitment. Questions have been included throughout the
document. Stakeholders are not required to respond to all of them. If there are other concerns or considerations
not related to the specific questions posed, stakeholders are also encouraged to outline these aspects in their
submissions.1
In implementing the ban, the Review aims to ensure that, to the fullest extent practicable, Victorian energy
consumers in residential embedded networks can access the same competitive retail offers and consumer
protections as other Victorian energy consumers.

How to make a submission

1.1

We invite stakeholders to make submissions in response to this Issues Paper. Submissions should be made
by 5pm 26 February 2021.
In providing secretariat support to the Panel, the Department of Environment, Land, Water and Planning
(DELWP) is keen to hear from embedded network customers about the prices they are being charged.
Customers are encouraged to submit their recent bills to the Review. DELWP would also like to receive data
from embedded networks about the tariffs and fees charged. Any personal customer information that is
provided to DELWP as part of the Review will be treated confidentially and not published.
Stakeholders intending to make submissions are strongly encouraged to do so by the due date. We may not
be able to consider submissions received after this deadline.
To make a submission to this Issues Paper, please choose from one of the following:
-

go to Engage Victoria’s website;

-

email at Embedded Networks Review (DELWP) EmbeddedNetworks.Review@delwp.vic.gov.au; or

-

mail your submission to:
Manager, Embedded Networks Review
Energy Sector Reform
Department of Environment, Land, Water and Planning (Vic)
PO Box 500
East Melbourne VIC 8002

Any
queries
should
be
directed
to
EmbeddedNetworks.Review@delwp.vic.gov.au.

1

the

Review

Secretariat

by

email

to

A full list of questions is available at Appendix 1.
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1.2

Publication of submissions

We will treat submissions received in response to this discussion paper as public documents and submissions
will be placed on the Review website at www.engage.vic.gov.au.
If you believe that there are aspects of your submission that are confidential or commercially sensitive, you
should mark those sections ‘IN CONFIDENCE’. In such instances, formal requests for confidentiality will be
honoured, however, submissions may be made available publicly under the Freedom of Information Act 1982
(Vic). Any requests for public access to a submission will be determined in accordance with that Act.
DELWP is committed to protecting personal information provided by you in accordance with the principles of
the Victorian privacy laws. For more information, please read DELWP's Information Privacy Policy and the
Privacy Collection Statement (Appendix 2).
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2 Introduction
Embedded networks are private electricity networks that are not part of the national energy market. 2 Embedded
networks serve multiple customer premises (or lots) within a building or self-contained site that deliver the
essential service of electricity. Given the changing nature of housing in Victoria, an increasing number of
people are living in multiple occupancy developments, such as apartment buildings and retirement villages. As
a result, more Victorians are living in embedded networks than ever before.
In recent years, there have been several Victorian and national reviews into the performance of embedded
networks and the regulatory frameworks that govern them. These reviews have consistently identified a range
of issues with embedded networks and the need to improve consumer protections and outcomes for customers
living in them.
The Victorian Government is committed to improving outcomes for customers living in embedded networks. In
August 2017, DELWP conducted a review of the General Exemption Order (GEO) to ensure it addresses the
needs of consumers in embedded networks.
The environment surrounding embedded networks continues to change, and since the 2017 GEO review, there
have been a number of changes to support embedded network customers. Recent policy and regulatory
improvements for residents of embedded networks include setting the Victorian Default Offer (VDO) as the
maximum price cap, access for some customers to free and independent dispute resolution via the Energy
and Water Ombudsman (Victoria) (EWOV), and the emergence of low-cost renewable microgrid technology.
To further protect embedded network consumers, in October 2018 the Government announced an election
commitment to ban embedded networks in new residential apartment buildings, with appropriate exemptions
for buildings that use renewable energy microgrids to deliver low-cost renewable energy to apartment blocks.
The proposed reforms are aimed at ensuring that, to the fullest extent practicable, all Victorian electricity
customers can access the same competitive retail offers and consumer protections.
The Government has appointed a Panel to provide recommendations to the Minister for Energy, Environment
and Climate Change (Minister) on how best to implement the Government’s election commitment.
The Panel comprises Jo Benvenuti, Gerard Brody, Neil Gibbs and Andrea Steele.3 The Panel is supported by
a Secretariat administered by DELWP. The Panel will prepare a final report to the Minister that examines the
operations of residential embedded networks and provides recommendations on how to implement the
Government’s election commitment with improved outcomes for consumers.
To date, the Panel has gathered anecdotal evidence suggesting that there have been varying experiences and
outcomes delivered to customers living in embedded networks. Embedded networks have the potential to
deliver benefits to customers in theory, however, these benefits are not always adequately or fairly passed on
to customers in practice. The VDO now limits the extent of poor price outcomes but does not cover all
embedded network customers, and not all customers have access to EWOV.4
This Issues Paper outlines the issues identified by the Panel and Secretariat to date. The Panel is interested
in receiving submissions about well-designed and operated embedded networks that pass on benefits to
customers, as well as embedded networks that provide negative experience and outcomes for customers.
When making recommendations to implement the Government’s election commitment, the Panel will take into
account submissions about embedded networks that provide both positive and negative customer experiences
and outcomes.

2

Essential Services Commission, Embedded Electricity Networks: Exempt Providers’ Obligations in Victoria (Commission Guidance), 2020, p 5.

3

The biographies for each of the Panel members are provided at Appendix 3.

4

Under the GEO, EWOV has the power to independently investigate and facilitate the resolution of complaints from embedded network customers across
all settings, except those who are customers of multi-activity exemption holders, which may include microgrids.
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Some of the issues identified in this Issues Paper are substantially based on historical practice, while others
relate more to contemporary or potential future practice. As the scope of the Panel’s work embraces both
legacy and future embedded networks, the Panel asks that stakeholders consider this Issues Paper with that
in mind.

Scope of the Review

2.1

Under the Terms of Reference, the core focus of the Panel is to provide recommendations to the Minister on
how to implement a ban on embedded networks in residential apartment blocks, with appropriate exemptions
for renewable energy microgrids.5 The Panel is also tasked with providing recommendations on how to ensure
that, to the fullest extent practicable, embedded network customers in existing residential settings can access
the same competitive retail offers and consumer protections as on-market customers.
In addition to the core recommendations, the Panel has also been asked to provide advice on:
-

an exemptions pathway for innovative new technologies including in the form of microgrids;

-

the expected impacts of the Panel’s recommendations;

-

actions for regulators, particularly in relation to compliance and enforcement; and

-

an appropriate transition process.

The Terms of Reference also ask the Panel to consider some additional matters as part of the Review.
Although the Panel is not required to make specific recommendations on these matters, they may draw any
significant issues to the Minister’s attention for consideration in a potential future review.
Table 1 outlines the key aspects related to the scope of this Review.

5

The Terms of Reference for the Review are at Appendix 4.

OFFICIAL

Embedded Networks Review
Issues Paper

5

Table 1 Key outputs and considerations of the Review
Key outputs and considerations
Primary outputs

How to implement a ban on embedded networks in new residential apartment
blocks, including appropriate exemptions to the ban for buildings that use
renewable energy microgrids to deliver low-cost renewable energy to apartment
blocks
How such a ban would intersect with legacy embedded networks in residential
apartment blocks, including options for retrofitting or removing existing embedded
network infrastructure if appropriate
How to ensure that, to the fullest extent practicable, Victorian consumers in
residential embedded networks can access the same competitive retail offers and
consumer protections as other consumers. This includes consideration of
frameworks for electricity, gas and any other embedded networks

Secondary outputs

How exemptions to the ban may allow for innovative new technologies or
new/existing applications and other appropriate uses of embedded electricity
networks
Recommended actions for regulators, particularly in relation to compliance and
enforcement
Expected impacts of the Panel’s recommendations and the expected impacts of
any of the Panel’s non-preferred options
Steps to implementation, including the timing and sequencing of recommended
changes

Considerations

Where the Panel recommends more than one potential option, to specify
its preferred recommendation
Any amendments necessary to ensure that Retailer of Last Resort arrangements
extend to embedded network customers
Infrastructure and contractual barriers/opportunities to retrofit or remove legacy
embedded networks
Current regulatory regimes and enforcement options and their effectiveness
Outcomes of government reviews on embedded networks, including from DELWP,
the Essential Services Commission and the Australian Energy Market Commission
The interaction of the Panel’s recommendations with the national
energy framework and relevant building and planning legislation
The interaction of the Panel’s recommendations with reforms related to the
Victorian Government’s Energy Fairness Plan
Current embedded network retail offerings, in order to identify innovations,
competitive pricing practices and the costs faced by embedded network
customers, perhaps by using case studies
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Principles to guide the Review

2.2

The Panel has developed four agreed principles which will guide the Review and its recommendations to the
Minister.
-

Place benefits to consumers at the centre, so that the Review is driven by the needs of customers,
particularly consumers experiencing vulnerability or disadvantage, and not the business model of
suppliers and other interested parties.

-

Prioritise equitable pricing outcomes and consumer protections, where residential embedded
network customers can access the same competitive retail offers and consumer protections as other
Victorian electricity consumers.

-

Future-proof the design of the system to ensure access to the energy options of today and tomorrow
(such as solar photovoltaics (PV), renewable microgrids, energy storage, electric vehicles, demand
response and other markets).

-

Ensure that Victoria’s regulatory framework will mirror or enhance the national standards for
embedded networks. The Panel’s recommendations will consider whether the Australian Energy
Market Commission’s (AEMC) proposed amendments to the national regulatory framework for
embedded networks are appropriate for Victoria.

These principles aim to ensure that implementing the Government’s commitment does not inadvertently create
barriers to residential embedded networks or technologies that deliver benefits to customers.

Purpose of the Issues Paper

2.3

The purpose of this Issues Paper is to:
-

set out some of the possible issues to be explored during the Review;

-

present stakeholders with questions to guide their submissions; and

-

elicit evidence-based submissions from stakeholders to inform the Review.

Stakeholders are invited to submit their views in response to the Issues Paper, along with supporting evidence.
This paper is not intended to provide an exhaustive list of possible issues and stakeholders are encouraged
to share their views on any additional issues relevant to the operation of residential embedded networks in
Victoria.
Stakeholders are also invited to outline possible policy options that may be available to improve outcomes for
consumers. There is potential for government or regulatory intervention to result in unintended consequences,
therefore, stakeholder input is sought to identify risks and potential negative outcomes from any options
identified.
A glossary of commonly used terms throughout this document is available at Appendix 5.

Next steps

2.4

Submissions in response to the Issues Paper are invited by 5pm 26 February 2021.
The consultation process for this Review has been impacted by the COVID-19 pandemic. As a result, we will
be hosting consultation events online to accommodate the current requirements.
The key timelines are:
•

3 February 2021
o

a webinar to capture any key issues not covered in the Issues Paper including any
implementation challenges

We request stakeholders register their interest to participate in the webinar:
▪
▪

at the Review website at www.engage.vic.gov.au; or
alternatively, by emailing EmbeddedNetworks.Review@delwp.vic.gov.au.
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•

5pm on Friday, 26 February 2021 - Submissions on the Issues Paper close.

DELWP is committed to providing opportunities for stakeholders to engage with the Review and provide views
on the Panel’s proposed approach. The nature of engagement will also be informed by feedback to this Issues
Paper.
The Panel is expected to release a draft report for further consultation in June 2021 and a final report will be
prepared for the Minister by October 2021.
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3 What is an embedded network?
Embedded networks are private electricity networks that serve multiple customer premises (or lots) within a building
or self-contained site. They are common in multiple tenancy developments, such as apartment blocks, retirement
villages, social housing, caravan parks and shopping centres. Embedded networks operate in a unique space from
the regulatory perspective. In Victoria, a party that supplies and/or sells electricity to customers in embedded
networks is often called an ‘exempt person’, because it is exempt from the normal requirement under section 16 of
the Electricity Industry Act 2000 to hold a licence to sell, supply or distribute electricity.
The activities that are exempt from the requirement to hold a licence under the Electricity Industry Act 2000 are set
out in the GEO.
The GEO has three broad categories of exemptions:
-

retail exemptions;

-

distribution exemptions; and

-

generation and multiple activity exemptions.

While persons covered by the GEO may be exempt from the legal requirement to hold a licence, this does not mean
that they are exempt from regulation.6
The enforcement action the ESC can take against an exempt person who fails to comply with their obligations is
limited to removing their exemption. However, the ESC may take administrative action, such as informing the exempt
person of any breaches and requesting they ensure compliance, before withdrawing the exemption.
This section provides an overview of:

3.1

-

how embedded networks are configured to show their key characteristics (section 3.1); and

-

the development lifecycle of an embedded network and the key decision-making phases (section 3.2).

How are embedded networks configured?

Embedded networks are connected to the distribution and transmission system in the National Electricity Market
through a ‘parent connection point’ (also known as a ‘parent meter’ or ‘gate meter’). Ownership of the electricity
assets, such as the electrical infrastructure and electricity meters, depends on the business operating model. The
electricity assets beyond the parent connection point (to the right of the parent meter in Figure 1 and Figure 2 below)
may be owned and operated by either the exempt person (generally the owners’ corporation, in the case of a
residential apartment block), or another third-party.
A third-party service provider may be engaged by the exempt person as its agent to perform particular functions on
their behalf.
The local distribution network supplies electricity to the parent connection point but is not responsible for the
downstream supply and management of electricity to customers within embedded networks. Customers in embedded
networks are typically individually metered and sold electricity from the exempt person.
The exempt person usually buys electricity at a reduced rate from a licensed energy retailer for the site (measured
at the embedded network parent connection point) and then ‘on-sells’ the electricity to the customers at each of the
individual premises within the embedded network. This is metered through individual ‘child meters’ (also known as
‘customer meters’ and ‘embedded network customer connection points/meters’) at each premises. In some

6

For details on a range of obligations on exempt persons, see Essential Services Commission, Embedded Electricity Networks: Exempt Providers’ Obligations in
Victoria (Commission Guidance).
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situations, part of the electricity sold by the exempt person may be generated on site (e.g. from a solar PV system
installed on the rooftop).
Increasingly, some embedded networks are also installing other electrical infrastructure including for example battery
energy storage, communal electrical vehicle charging stations, and advanced energy monitoring and Building Energy
Management Systems. These assets may be configured and managed as a microgrid.

Figure 1 Types of embedded networks

Figure 2 Comparison of standard supply arrangements and
embedded networks

Source: ESC Maximum prices for embedded networks7

Source: AEMC Updating the regulatory frameworks for embedded
networks Final Report8

3.2

What is the development lifecycle of a residential embedded network?

As illustrated in
Figure 3 below, the development lifecycle of an embedded network in a residential apartment building can generally
be broken down into seven stages, with the role of each party differing at each stage.
The following lifecycle is typical of many residential apartment buildings, but may differ from other types of embedded
networks and is illustrative only:
(i)

Conception, the developer comes into possession of the site, and becomes the owner.

(ii)

Design, an architect or an engineer carries out the programming and feasibility study and schematic design
of the development. Services including electricity embedded networks, centralised hot-water and other

7

ESC, Maximum electricity prices for embedded networks and other exempt sellers review 2020, 2020. https://www.esc.vic.gov.au/electricity-and-gas/prices-tariffsand-benchmarks/embedded-network-tariffs-including-caravan-parks/maximum-electricity-prices-embedded-networks-and-other-exempt-sellers-review-2020

8

Australian Energy Market Commission (AEMC), Updating the regulatory frameworks for embedded networks, Final Report, 2019, p 11.
https://www.aemc.gov.au/sites/default/files/2019-06/Updating%20the%20regulatory%20frameworks%20for%20embedded%20networks%20%20FINAL%20REPORT.PDF
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offerings are factored into the proposed site. The developer then liaises with a third-party service provider
on the design of services to be installed.
(iii)

Pre-construction, a project team is assembled by the main contractor before commencing any on-site
work.

(iv)

Procurement, materials, equipment and the workforce are obtained (generally performed by the main
contractor).

(v)

Construction, the embedded network becomes operational, but only to the builder for the construction
phase of the development, to install electrical and gas infrastructure, meter and hot-water plants.

(vi)

Post-construction, once all on-site works are complete, the exempt person presents its various
management/service agreements to the newly formed owners’ corporation (formerly the developer).

(vii)

Operation and maintenance, lot owners and tenants move into the development and begin using the
embedded network. The embedded network is now fully operational.

Long before occupants or lot owners begin to live in and utilise the embedded network, the developer may choose a
third-party service provider to deliver ongoing management or other services for the embedded network. Once
appointed by the developer, this party can negotiate a connection to the relevant distributor’s network and establish
a supply agreement for the parent meter connection point with a licensed retailer. They can also arrange for the
equipment (such as electricity meters, solar PV, hot-water plant and equipment, hot-water meters) to be delivered to
the site for installation.
Questions
1. What processes exist to ensure the interests of lot owners and tenants are considered at the start of, and
throughout, the embedded network design lifecycle?
2. Do you have any comments about the design process of an embedded network in other residential settings (e.g.
caravan parks, retirement villages etc)?
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Figure 3 The development lifecycle of an embedded network
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4 What is a microgrid?
The Victorian Government supports microgrid technology and the benefits it can deliver to customers. Any
recommendations to the Minister will be guided by the principle (noted in Section 2.2) that, in line with the
objectives of the Electricity Industry Act 2000, this Review will place benefits to consumers at the centre. To
this end, the Panel will consider the need to amend legislative and regulatory instruments in the context of
providing an exemptions pathway for microgrids that deliver low-cost renewable energy benefits to consumers.

Current understanding of microgrids

4.1

A key issue with the current Victorian frameworks is that the term ‘microgrid’ is not defined anywhere in
legislation, including the GEO.9 As such, microgrids are not entitled to access pre-defined licence exemptions,
meaning microgrids need to seek an individual exemption to supply electricity to customers, which must be
considered by the Minister on an case-by-case basis.
Key benefits of a microgrid include providing consumers with choice over their source of electricity, and
enabling existing electricity consumers to switch to become users of a local electricity supply system. 10 Monash
University’s 2019 White Paper identified economic benefits of between $22-$36 million per annum from
Victorian microgrids.11
Another complication is that the terms ‘microgrid’ and ‘embedded network’ have often been used
interchangeably in regulatory reviews and other literature. However, though they may fit in the multiple activity
exemption in the GEO, microgrids should not necessarily be regarded as the same as embedded networks.
This is because they deliver a vertically integrated bundle of electricity services to multiple users within a
defined location(s).12
It is important for developers, microgrid proponents, regulators and others to have a common, clear
understanding of the characteristics of a microgrid. This will enable microgrids to be best utilised to boost
consumer benefits.

Key features of microgrids

4.2

Microgrids are typically developed for three main reasons – energy security, cost savings and sustainability.
The environmental appeal is that in the right situations, microgrids can be substantially self-sufficient and
largely powered by renewable energy, enabling community power needs to be met by local generation.
However, this is dependent on the local generation capacity and energy usage.
Microgrids have lower energy transmission losses because the electricity is consumed close to the point of
generation. A microgrid can be powered by distributed generators, batteries, or renewable resources like solar
panels and wind turbines.
Various definitions exist for a microgrid, as outlined at Appendix 6.

The Review’s approach to the definition of microgrids

4.3

An examination of the microgrid definitions at Appendix 6, and a search of the global literature, demonstrates
that there are a number of generally common elements in the contemporary definition of a microgrid including:
-

9

On-site generation capacity, often based on renewable energy sources

The GEO outlines the requirements of electricity suppliers who are exempt from holding a licence.

10

Monash University, Reforming the regulation of local electricity supply, 2020.

11

Monash University, Victorian Market Assessment for Microgrid Electricity Market Operators White Paper, 2019.
https://www.monash.edu/__data/assets/pdf_file/0004/1980499/Monash-Net-Zero_Microgrid-Operator-Whitepaper_20190617-1.pdf

12

Monash University, Reforming the regulation of local electricity supply, 2020.
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-

An increasing application of battery energy storage, and the availability of electric vehicle charging
infrastructure

-

Constant monitoring of on-site load and generation, with major load and all generation and storage
assets managed by sophisticated software

-

The capacity to respond to grid signals, including to operate in a ‘stand-alone’ (also known as ‘islanded
mode’) if required

-

In the future, the capacity to participate in any grid markets (such as are being developed by the
Energy Security Board’s Post 2025 Market Design).

Some residential embedded network settings are able to adopt all the technology options noted above. This
would provide the microgrid with the capacity to electrically separate from the network for short periods of time
before reconnecting. This is called operating in a ‘stand-alone’ or ‘islanded’ mode. However:
-

It may not be technically possible to develop a microgrid with these full capabilities, notably including
the ability to operate in an islanded or stand-alone mode in all locations. For example, the physics of
some sites may not allow sufficient renewable energy, even with the inclusion of battery energy
storage, to enable stand-alone capability. For example, the physics of some sites may not allow
sufficient renewable energy generation to support customer mode and operate in islanded mode, to
enable stand-alone capability

-

It may not be commercially viable or in the consumers’ best interests. For example, a caravan park
site may well have access to sufficient renewable energy resources, but may not be able to support
the costs associated with battery energy storage, monitoring and software control.

The Panel intends to explore a pragmatic and workable definition and pathway for exemptions for microgrids
as part of this Review.
The Review invites submissions from stakeholders on how best to deliver a workable exemptions pathway.
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Figure 4: Overview of microgrid connected to distribution network 13

Questions
3. What do you consider to be an appropriate definition for a microgrid?
4. What is the most effective way to offer an exemption for microgrids? How can the proposed exemption
pathway for microgrids ensure the benefits of microgrids are passed onto customers?

13

Monash University, Microgrid Electricity Market Operators: Victorian Market Assessment White Paper Fact Sheet, 2019, p. 7.
https://www.monash.edu/__data/assets/pdf_file/0006/1980501/Monash-Net-Zero_Microgrid-Operator-Factsheet_20190617.pdf
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5 Summary of issues relating to the Review’s core
focus
Under the Terms of Reference, the core focus of the Review is to provide recommendations on how to
implement a ban on embedded networks in new residential apartment blocks, with appropriate exemptions for
renewable energy microgrids. The Panel is also tasked with providing recommendations on how to ensure
that, to the fullest extent practicable, embedded network customers in existing residential settings can access
the same competitive retail offers and consumer protections as on-market customers.
As noted above, the Panel has gathered anecdotal evidence suggesting that there have been varying
experiences and outcomes delivered to customers living in embedded networks. The Panel is interested in
receiving submissions about well-designed and operated embedded networks that pass on benefits and create
positive outcomes for customers, as well as hearing about embedded networks that do not do so.
This section provides an overview of some of the key issues identified by the Panel in relation to its core focus,
including:
-

Consumer protections (section 5.1)

-

Access to competitive retail offers (section 5.2)

-

Information disclosure requirements (section 5.3).

5.1
5.1.1

Consumer protections
Embedded network customers are not afforded the same consumer protections as on-market
customers

As set out in section 2, embedded networks customers do not have the same consumer protections as onmarket customers. This is in part because conditions and regulatory obligations placed on licensed energy
retailers are more stringent than those placed on exempt persons. In particular, exempt persons’ obligations
vary from licensed retailers in areas including disconnections and life support arrangements.
Moreover, reliability standards and guaranteed service-level payments for outages (established in Victoria’s
Electricity Distribution Code) and obligations regarding assistance for customers affected by family violence
do not apply to exempt sellers.
In addition to fewer consumer protections, embedded network customers do not have the same access to
rebates and concessions as on-market customers. Eligible on-market customers receive a 17.5 per cent
concession automatically applied on each energy bill. 14 However, embedded network customers can only
apply for the ‘non-mains energy concession’, which is an amount paid annually based on the amount paid for
each energy type in that year.15 Although the rebate available to embedded network customers can be as
much as 52 per cent of the customer’s bill, the customer must pay their energy bill in full each year before they
can claim the concession.16 This may be particularly difficult for vulnerable customers who struggle to pay their
monthly bills. Anecdotal evidence suggests that requiring a customer to claim a concession, rather than it being
applied automatically, significantly reduces take up rates.
As part of its Review, DELWP is looking to identify how protections can be enhanced for customers residing
in embedded networks to ensure that, to the fullest extent possible, they have the same protections as onmarket customers. This is particularly important as some embedded network customers represent some of the
most vulnerable members of society.
This may be achieved by aligning more of the obligations placed on embedded networks with those placed on
licensed retailers or replacing the GEO with a more comprehensive regulatory instrument. The Government
14

Department of Health and Human Services (DHHS), Non-mains energy concession, 2020. https://services.dhhs.vic.gov.au/non-mains-energy-concession

15

DHHS, Non-mains energy concession.

16

DHHS, Non-mains energy concession.
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may also look at amending the concessions framework to ensure that the assistance available to embedded
network customers is as accessible as the concessions available to on-market customers.
Questions
5. What is the most appropriate approach to expand the obligations on an exempt person to improve
consumer protections for embedded network customers?
6. What are the most important protections to be extended to embedded network customers?
7. How can access to concessions and rebates for embedded network customers be improved?

5.1.2

Embedded network customers’ access to dispute resolution services are disparate

If a consumer has been unable to resolve a supply or service complaint with their embedded network, it is
important that they have access to a free and independent dispute resolution service. Therefore, in 2017,
mandatory dispute resolution mechanisms for exempt persons and their customers were established as part
of the Review of the GEO, giving embedded network customers access to EWOV. Under the GEO, some
embedded networks are required to become a member of EWOV, enabling the customers within that
embedded network to access independent dispute resolution services, including the investigation and
resolution of individual complaints. However, the GEO does not currently require multi-activity exemption
holders to become a member of EWOV, so customers within those sites do not have the same access to
dispute resolution as other customers.
At the time of preparing this Issues Paper, 1,120 embedded network sites (or almost 60 per cent of embedded
networks17) had registered with EWOV, capturing almost 128,300 customers.18
When EWOV receives a complaint from an embedded network customer, it checks if the embedded network
is a member of EWOV. If the complainant is a customer in a member embedded network, EWOV can
investigate the complaint and bill the relevant embedded network for the case management aspect of handling
the complaint. However, if the complaint is from a customer in an embedded network that is not a member of
EWOV, EWOV cannot investigate the complaint. EWOV can contact the embedded network to remind them
of their obligations. If the embedded network does not respond, EWOV refers to the matter to the ESC.
However, under the GEO, the ESC does not have the appropriate enforcement powers to require the
embedded network to join EWOV. The likelihood of a customer complaining about an embedded network not
being a member of EWOV is considered to be low.
DELWP would like to hear from respondents about any barriers that exist to customers actively pursuing
complaints across the range of embedded network settings.
Anecdotal evidence also suggests that the level of engagement with EWOV varies amongst exempt persons,
largely depending on the scale and sophistication of their business.
Questions
8. Are there any barriers embedded networks customers face in bringing a complaint to EWOV? If so, what
are they?
9. Should microgrid operators in embedded networks be required to be members of EWOV?

17

ESC, Embedded electricity network data and customer numbers, 2020. https://www.esc.vic.gov.au/electricity-and-gas/licences-andexemptions/electricity-licensing-exemptions/embedded-electricity-network-data-and-customer-numbers

18

Energy and Water Ombudsman (Victoria) (EWOV), Embedded network map, 2020. https://www.ewov.com.au/companies/embedded-network-map
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Access to competitive retail offers

5.2
5.2.1

Embedded network customers cannot readily access the same competitive retail offers
despite anecdotal evidence suggesting they generally pay higher electricity prices than onmarket customers

Anecdotal evidence suggests that embedded network customers usually pay higher electricity prices
compared to customers on retail market contracts.
In July 2020, the ESC established the VDO as the maximum price for residential and small business embedded
network customers.19 This decision, which came into effect on 1 September 2020, could save embedded
network customers between $180 and $370 a year on energy bills.
In theory, embedded network customers can ‘opt-out’ of the embedded network and purchase their electricity
from a licensed energy retailer, potentially providing access to cheaper offers and greater transparency around
their energy costs. Access to the retail market enables customers to benefit from:
-

a variety of prices and pricing structure of their electricity service that suits them best;

-

government-based schemes, concessions and rebates;

-

a wider variety of payment methods; and

-

free and independent dispute resolution services.

However, in practice, embedded network customers may find it difficult to exercise their right to choose
between their exempt seller and a licensed electricity retailer as there are significant practical barriers to
embedded network customers accessing retail market competition.20
One of the key barriers to embedded network customers choosing their own licensed electricity retailer is the
cost of installing a new, National Electricity Market compliant meter, which can be in excess of $200. Further,
even if the customer is willing to pay for the new meter it has been suggested that in practice, despite the
requirements on exempt persons not to prevent access to a retailer of choice, they may not readily provide a
retailer or distributor physical access to the main switch board to install the new meter required to become an
on-market customer.
An embedded network customer’s ability to access the competitive retail market is also limited as some
licensed retailers are not interested in attracting embedded network customers. Anecdotal evidence suggests
that the decision by licensed retailers to ‘opt out’ of making offers to customers within an embedded network
might be due to the time involved in transferring the customer, the smaller margin made on the customer
because they’re in an embedded network and the requirement to work with the exempt person from a network
charges perspective. This combination of factors may make customers within an embedded network
unattractive to licensed retailers as opposed to potential on-market customers.
One option the Government may consider is introducing agreed market systems and processes to enable
embedded network customers to easily transfer away from an exempt seller to a licensed retailer. These
processes would aim to remove some of the barriers and streamline the process for customers wanting to
transfer to a licensed retailer.
DELWP is keen to hear from embedded network customers about the prices customers are being charged.
Customers are encouraged to submit their recent bills to the Review. DELWP would also like to receive data
on tariffs charged by embedded networks. Any personal customer information that is provided to DELWP as
part of the Review will be treated confidentially and not published.

19

ESC, Victorian Default Offer, 2019. https://www.esc.vic.gov.au/electricity-and-gas/prices-tariffs-and-benchmarks/victorian-default-offer

20

DELWP, Review of the Victorian Electricity Licence Exemptions Framework, 2017; AEMC, Updating the regulatory frameworks for embedded networks.
https://www.energy.vic.gov.au/__data/assets/pdf_file/0025/80746/Review-of-the-Electricity-Licence-Exemptions-Framework-Final-Position-Paper.pdf
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Questions
10. What are the approaches to pricing, now that the VDO has been implemented? Are there specific
examples of prices less than the VDO being offered to customers?
11. What are the main practical barriers to customers in embedded networks accessing retail market
competition? How can these barriers be removed? Are there any issues specific to customers in long-term
caravan parks and other residential embedded network settings?
12. What would be the best way to ensure embedded network customers can access competitive price
outcomes?

Information disclosure requirements

5.3
5.3.1

Lot owners and tenants, particularly in residential apartment buildings, are not always
adequately advised of their rights as an embedded network customer or of the ownership and
commercial agreements around embedded network infrastructure and assets (e.g. electricity
and hot-water meters, PV systems or hot-water plant and equipment)
5.3.1.1

Transparency and
disclosure of the
existence of an embedded
network

As described in section 3.2 above, commercial agreements and decisions around the ownership of an
embedded network’s infrastructure and assets are made long before new lot owners and tenants take
possession or occupy the site. As a result, prospective customers have very little, if any, influence over the
design (including technology offerings) and operation of the embedded network.
A lot owner and occupant’s understanding of the commercial contracts and ownership arrangements
associated with the embedded network infrastructure and assets is also often quite limited, making it difficult
for them to negotiate a better deal.
Despite the information and disclosure obligations on exempt sellers under the GEO and Residential
Tenancies Act 1997 (VIC),21 there are also concerns that embedded network customers are not always fully
informed of the presence of an embedded network or their rights as a customer of an embedded network.
In April 2018, the GEO was amended to enhance the information disclosure obligations on exempt persons
when entering into a contract with a customer located within its embedded network. As a result, exempt
persons must advise customers that they will not receive the same protections as on-market customers. They
must also provide customers with information regarding:
-

their right to choose to purchase energy from a licensed retailer of their choice and information on the
options for meters that would provide them this choice;

-

their rights in relation to dispute resolution, including how the embedded network will manage
complaints and their rights to access EWOV;

-

the availability of energy rebates, concessions and relief-schemes;

-

the forms of assistance and application process if the customer is experiencing payment difficulties;

-

the energy tariffs and associated fees and charges for the sale of energy; and

-

contact information in the event of an electricity fault or emergency.

However, questions remain around whether the information provided to customers is adequate, or whether a
different approach is required to ensure customers are adequately informed and provide customers with more
consistent outcomes.

21

Residential Tenancies Act 1997, s 498LB(d).
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5.3.1.2

Clarity and transparency
around pricing, access to
choice and bundling of
services

Transparency of pricing information is another ongoing issue for customers in embedded networks. Commonly,
embedded networks bundle several services together on a single bill to include charges for the gas used to
produce hot water and unmetered gas for stove tops. Further, the limited information on the bills means that
some customers do not know how the price was calculated.
DELWP is seeking to understand the customer perspective on bundled billing and the level of detail that is
being provided to customers by embedded networks. As stated above, subject to the Privacy Act 1988 (Cth),
stakeholders are invited to submit recent embedded network customer bills when making a submission to the
Review to provide an indication of the prices customers are paying and the transparency of the bills. Any
personal customer information that is provided to DELWP as part of the Review will be treated confidentially
and not published.
Case study: Operation of the Strata Schemes Management Act 2015 No 50 (NSW)
The Strata Schemes Management Act 2015 No 50 (NSW) (the SSM Act) places restrictions on the powers of
an owners’ corporation while it is controlled by the developer during the development phase.
These restrictions mean that while a developer can establish an embedded network in the development, any
agreements it signs with a third-party service provider in respect of the ongoing management of the embedded
network, expire at the first Annual General Meeting of the owners’ corporation. If the third-party service provider
wants to continue to manage the embedded network, a new agreement must be executed between the owners’
corporation and the third-party service provider.
In theory, this presents the owners corporation with an opportunity to negotiate with the third-party service
provider agent for a ‘better deal’ for the owners’ corporation and potentially for the customers within the
embedded network. However, these restrictions might not be effective in protecting the interests of the lot
owners. This is because the incumbent third-party service provider may own the electricity meters in the
development.
As such, whilst in some instances an owners’ corporation may agree to appoint the incumbent third-party
service provider, in reality the owners’ corporation’s choices are limited. This is because if they choose to
appoint an alternative third-party service provider, they may have to purchase the electricity meters from the
‘incumbent’ third party service provider.
A further consideration is that the incumbent third-party service provider is also likely to own the installed hotwater system, associated hot-water meters and the solar PV system, making it even more difficult or unlikely
that the owners corporation will be able to appoint an alternative third-party service provider.

Questions
13. Are information disclosure requirements to prospective owners and occupants adequate (regarding the
existence of an embedded network, ownership structure of embedded network infrastructure and assets,
and the contractual arrangements with third-party service providers and/or agents)? If not, how can they
be improved?
14. For other residential embedded network settings (i.e. retirement villages, social housing, caravan parks),
are there any other factors which need to be considered?
15. How can we ensure transparency of pricing information for embedded network customers (including
common area electricity lighting costs, the gas used to produce hot water and unmetered gas for stove
tops)?
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6 Inter-related issues for consideration
In addition to the core recommendations, the Panel has also been asked to provide advice on:
-

an exemptions pathway for innovative new technologies including in the form of microgrids in
embedded electricity networks;

-

the expected impacts of the Panel’s recommendations outlined in section 5;

-

actions for regulators, particularly in relation to compliance and enforcement; and

-

an appropriate transition process.

This section provides an overview of the key issues identified by the Panel in relation to this advice, including:
-

the implications of a ban on embedded networks (section 6.1);

-

compliance and enforcement (section 6.2); and

-

transitional arrangements (section 6.3).

6.1
6.1.1

The implications of a ban on embedded networks
Implementing an embedded networks ban may inadvertently effect microgrid proponents and
users

The regulatory framework for embedded networks should encourage innovation and promote efficient and
ongoing investment in network infrastructure and the supply of energy and energy related services while
delivering benefits to consumers. It should also create market incentives for proponents of microgrids to design
the set-up of microgrids in a way that ensures consumers are able to enjoy benefits.
As outlined in section 4 above, the terms ‘microgrid’ and ‘embedded network’ have often been used
interchangeably. Therefore, it is important to clearly consider and develop an exemptions pathway for
microgrids.
Microgrids currently operate under the same legislation and regulations as embedded networks. These
frameworks assume microgrid users are passive electricity consumers who can choose to purchase their
electricity from the microgrid operator or a conventional retailer. They do not account for microgrid technologies
that enable dynamic control of local load, storage and generation, and optimise local and network supply for
multiple users within a bounded network. These functions distinguish a microgrid from an embedded network
and in principle allow users to capture a greater proportion of the available value.
To date, the Victorian Government has been supportive of microgrids through its $10 million Microgrid
Demonstration Initiative (MDI). 22 As noted in section 4, the MDI was launched in 2017 to support the
development and implementation of microgrid demonstration projects that address sector challenges and
contribute to the growth of microgrids in Victoria.
It is important that the Review and its recommendations on any subsequent regulatory changes do not
disproportionally impact microgrids and stifle this industry that can provide financial and environmental benefits
to Victorian consumers. This may be achieved through a robust definition that differentiates microgrids from
embedded networks. Alternatively, a guideline, outlining certain features or technologies that define a microgrid
may be considered, as part of developing a microgrid exemptions pathway.

22

DELWP, Microgrids - Factsheet, 2020. https://www.energy.vic.gov.au/renewable-energy/microgrids
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6.1.2

Embedded networks can offer benefits to customers in theory (e.g. energy bought at reduced
purchase rates, reduced network and connection costs), but anecdotal evidence suggests
that these are not always passed on to customers in practice

If an embedded network is operated effectively, all stakeholders involved in the management and use of the
network can benefit.
For example, an embedded network allows developers to avoid significant capital costs by contracting with a
third- party service provider who pays for the up-front capital costs of the individual electricity meters which
are installed at each lot.
Once contracted by the developer, the third-party service provider will likely have an ongoing management or
service agreement with the developer to deliver specified services to customers in the embedded network as
it relates to the supply and sale of electricity, and potentially other services like hot water and unmetered gas
cooktops. The third-party service provider may be paid an ongoing management or service fee, the details of
which are commercially agreed between the developer and the third-party service provider and not disclosed
to prospective lot owners and/or the future owners’ corporation.
Electricity for an embedded network is purchased at the parent connection point from a licensed retailer. This
purchase of electricity is for the entire site and supplies a number of customers at that site, or potentially across
a broader portfolio of embedded networks. Therefore, embedded networks are often able to negotiate a
reduced energy rate. The electricity is then on-sold to customers within the embedded network, theoretically
at a cheaper rate than a licensed retailer could sell directly to that embedded network customer. However,
anecdotal evidence suggests that these financial benefits associated with an embedded network are not
always passed on to customers either in part or in full.
There is also a lack of transparency around the first-time connection fees customers within the embedded
network are being charged. When an embedded network is first connected to the external distribution network,
a one-off network connection fee is charged by the distributor at the ‘parent’ connection point. Under the current
regulatory framework, this charge can be recovered from each of the lot owners within the development as a
‘first-time connection fee’. The pricing principle behind the charge to lot purchasers within the embedded
network is one of ‘shadow pricing’ whereby the amount is determined to reflect the relevant local distributor’s
fees and charges for a new connection to their network.
Under the current legislative framework, the recovery of these new first-time connection fees by the developer
from each lot purchaser is permitted. However, there is a lack of transparency regarding the potential ‘margin’
which a developer can make on these new first-time connection fees when taking into consideration the parent
connection point cost they incur to initially connect the embedded network to the local distributor’s network.
The Panel is considering the viability of regulatory changes to ensure the benefits of legacy embedded
networks and future microgrids are shared with customers.
Questions
16. How are any financial benefits of embedded networks shared between the developer, the third-party
service provider and the customer in practice?
17. Should the legislative framework be strengthened to ensure greater transparency of network and first-time
connection fees?
6.1.3

Electricity services are usually bundled with unregulated services, such as hot water,
unmetered gas cooktops and solar PV offering

Imposing a ban on electricity embedded networks alone may have unintended implications for the sale of other
services that are common in apartment buildings, such as bulk hot water, unmetered gas cooktops and solar
PV in new apartment buildings. This is because these services are generally provided by a single third-party
service provider or exempt person, and can be bundled together in one bill.
For example, if developers can no longer install an embedded electricity network in their premises, it may no
longer be profitable for them to install bulk hot-water services and/or unmetered gas cooktops. Under this
possible scenario, lot owners would pay more for the infrastructure in their individual apartments, which may
in turn result in higher rental prices, and materially increase running costs for each occupant.
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Although the VDO price cap on the sale of electricity in an embedded network is now in place, some thirdparty service providers and exempt persons may seek to recover costs (or lost profits) from these other bundled
services. It is important that third-party service providers and exempt persons are transparent in the way they
charge for their services so customers understand how much they are paying for each service.
Questions
18. Is there a risk that other services, such as bulk hot water and unmetered gas cooktop will no longer be
installed in an apartment building if there is no embedded electricity network? Is this a concern? How might
this risk be mitigated?
19. From an embedded network customer perspective, what are the issues regarding the bundling of services?

6.2
6.2.1

Compliance and enforcement
The current compliance, monitoring and enforcement framework for exempt entities is limited

The current embedded networks framework, as set out in the GEO and the Energy Retail Code (ERC),
provides the ESC with limited ability to enforce an exempt person’s compliance with their exemption conditions.
The GEO does not outline any penalties for breaching the conditions of a network or retail licence exemption.
This means, for example, if an exempt person charges their customers more than the regulated maximum
price (set at the VDO) for electricity or refuses to join EWOV, the ESC cannot impose any penalties for noncompliance.
The only enforcement measure available to the ESC is to deregister the embedded network. However, this
may have implications for customers within the embedded network as it may lead to issues around certainty
of supply. Therefore, it is important that a more appropriate and robust compliance and enforcement regime
is considered.
Any compliance reporting, monitoring and enforcement regime implemented in Victoria would need to take
into account the vast number of embedded networks, their differing business models and varying levels of
understanding of their regulatory obligations.
Questions
20. What compliance and enforcement functions should the ESC have to ensure more effective compliance
and regulatory oversight of embedded networks? If not, why not?
21. Should the enforcement and consequences of non-compliance differ for exempt persons and licensed
retailers? If so, how and why? If not, why not?

6.3
6.3.1

Transitional arrangements
A well-designed transition strategy will be required when considering a new framework for
residential embedded networks

The Panel will develop a suite of recommendations for implementing a ban on embedded networks, an
exemption pathway for new residential apartment buildings and enhancing consumer protections for
embedded network customers. Like any other reforms, it is important to ensure that affected stakeholders have
a clear understanding of the key changes, including their rights and obligations as well as the sequencing and
timelines for the reforms coming into effect.
A transition to any reforms is likely to be phased, to allow stakeholders time to familiarise themselves with the
new obligations and reallocate resources as required. It will also account for the various forms and levels of
understanding of regulatory obligations across different kinds of exempt persons, including those administering
networks in apartment buildings, social housing, retirement villages and caravan parks.
Given the proposed ban, the new exemption pathway will have implications for new developments, so
consideration will also be given to the lead times for the planning and building phase of apartment buildings.
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Questions
22. What factors need to be considered when developing a transition strategy for the proposed ban on
embedded networks in new residential apartment buildings?
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7 Supplementary issues for consideration
The Terms of Reference ask the Panel to consider some additional matters as part of the Review. Although
the Panel may not make specific recommendations on these matters, they may draw any significant aspects
of these matters to the Minister’s attention for consideration in a potential future review.
This section provides an overview of some of the key issues identified by the Panel in relation to these
considerations including:
-

Retailer of last resort arrangements (section 7.1.1)

-

The AEMC’s national review and proposed recommendations (section 7.1.2).

7.1.1

Retailer of Last Resort arrangements for embedded network customers may be inadequate

As an essential service, the likelihood of disruption to electricity supply should be minimised wherever possible,
regardless of where people live.
Under the Electricity Industry Act 2000, the Retailer of Last Resort (RoLR) scheme is designed to guarantee
continuity of energy supply in the event of retailer failure, by designating a RoLR who will continue to supply
customers in the event in the incumbent retailer fails.
The risk of operator failure represents a regulatory gap for embedded network customers in Victoria, as the
RoLR scheme does not extend to customers living in embedded networks. This is because the RoLR scheme
only applies to licensed retailers under the Electricity Industry Act 2000, and not exempt persons.
Customers living in embedded networks are not visible to retailers, who deal with the exempt person and
generally regard supplying a parent meter of an embedded network as supplying a large customer. As such,
the retailer may not necessarily be aware of the customer impacts of moving to disconnect the parent meter.
The Panel is aware of this matter, however the Review will not make specific recommendations on extending
the RoLR arrangements for embedded network customers.
Question
23. What would be the most effective solution to ensure customers in embedded networks continue to receive
electricity, even if their embedded network operator is no longer able to supply electricity?
7.1.2

The AEMC’s national review and proposed recommendations

In June 2019, the AEMC released the final report of its Updating the Regulatory Frameworks for Embedded
Networks review. The purpose of the AEMC’s review was to strengthen the national regulatory framework for
embedded networks.
The legislative and regulatory arrangements applicable to Victoria’s embedded networks are unique and
different to the arrangements in other National Electricity Market jurisdictions, meaning only some of the
recommendations will apply in Victoria if they are adopted at a national level. For example, some of the AEMC's
proposed recommendations regarding network licencing will apply in Victoria under the National Electricity
Rules if the reforms are implemented. However other recommendations, relating to metering, sales and billing
will not apply in Victoria as they are governed by Victoria’s GEO and ERC.
The Review will consider how Victoria’s jurisdictional regime will interact with the AEMC’s proposed updated
national regime and whether there are aspects of the national regime that should be adopted in Victoria. The
Panel will use the AEMC’s recommendations as a guide. Stakeholder feedback will also be considered.
The Panel’s recommendations will consider whether the AEMC’s proposed amendments to the national
regulatory framework for embedded networks are appropriate for Victoria.
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Question
24. What aspects of the AEMC’s proposal, if any, should apply in Victoria? Why? Why not?
25. Are there any other matters that you wish to bring to the attention of the Review? Do you have any other
comments?

OFFICIAL

Embedded Networks Review 26
Issues Paper

Appendix 1: List of consultation questions
Section 3: What is an embedded network?

1. What processes exist to ensure the interests of owners and occupants are considered at the start of,
and throughout, the embedded network design lifecycle?
2. Do you have any comments about the design process of an embedded network in other residential
settings (e.g. caravan parks, retirement villages etc)?

Section 4: What is a microgrid?

3. What do you consider to be an appropriate definition for a microgrid?
4. What is the most effective way to offer an exemption for microgrids? How can the proposed exemption
pathway for microgrids ensure the benefits of microgrids are passed onto customers?

Section 5: Summary of issues relating to the Review’s core focus

5. What is the most appropriate approach to expand the obligations on an exempt person to improve
consumer protections for embedded network customers?
6. What are the most important protections to be extended to embedded network customers?
7. How can access to concessions and rebates for embedded network customers be improved?
8. Are there any barriers embedded networks customers face in making a complaint to EWOV? If so,
what are they?
9. Should microgrid operators in embedded networks be required to be members of EWOV?
10. What are the approaches to pricing, now that the VDO has been implemented? Are there specific
examples of prices less than the VDO being offered to customers?
11. What are the main practical barriers to customers in embedded networks accessing retail market
competition? How can these barriers be removed? Are there any issues specific to customers in longterm caravan parks and other residential embedded network settings?
12. What would be the best way to ensure embedded network customers can access competitive price
outcomes?
13. Are information disclosure requirements to prospective owners and occupants adequate (regarding
the existence of an embedded network, ownership structure of embedded network infrastructure and
assets, and the contractual arrangements with third-party service providers and/or agents)? If not, how
can they be improved?
14. For other residential embedded network settings (i.e., retirement villages, social housing, caravan
parks), are there any other factors which need to be considered?
15. How can we ensure transparency of pricing information for embedded network customers (including
common area electricity lighting costs, the gas used to produce hot-water and unmetered gas for stove
tops)?
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Section 6: Inter-related issues for consideration

16. How are any financial benefits of embedded networks shared between the developer, the third-party
service provider and the customer in practice?
17. Should the legislative framework be strengthened to ensure greater transparency of network and firsttime connection fees?
18. Is there a risk that other services, such as bulk hot water and unmetered gas cooktop will no longer be
installed in an apartment building if there is no embedded electricity network? Is this a concern? How
might this risk be addressed?
19. From an embedded network customer perspective, what are the issues regarding the bundling of
services?
20. What compliance and enforcement functions should the ESC have to ensure more effective
compliance and regulatory oversight of embedded networks? If not, why not?
21. Should the enforcement and consequences of non-compliance differ for exempt persons and licensed
retailers? If so, how and why? If not, why not?
22. What factors need to be considered when developing a transition strategy for the proposed ban on
embedded networks in new residential apartment buildings?

Section 7: Supplementary issues for consideration

23. What would be the most effective solution to ensure customers in embedded networks continue to
receive electricity, even if their embedded network operator is no longer able to supply electricity?
24. What aspects of the AEMC’s proposal, if any, should apply in Victoria? Why? Why not?
25. Are there any other matters that you wish to bring to the attention of the Review? Do you have any
other comments?
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Appendix 2: Privacy Collection Statement
The Department of Environment, Land, Water and Planning (DELWP) is committed to protecting personal
information provided by you in accordance with the principles of the Victorian privacy laws. For more
information read DELWP's Information Privacy Policy at:
http://www2.delwp.vic.gov.au/__data/assets/pdf_file/0019/5464/DELWP-Privacy-Policy.pdf
The information you provide will be used to inform the Embedded Networks Review (the Review) which has
an objective of implementing the Victorian Government’s 2018 election commitment to ban embedded
networks in new residential apartment buildings, with appropriate exemptions for buildings that use renewable
energy microgrids to deliver low-cost renewable energy to apartment blocks. The information in your
submission is collected by DELWP to administer the public consultation process only.
Your contact details may be used by DELWP or its contracted service providers under confidentiality
agreements as part of the Review process.
DELWP may do the following with your submission (your personal information will not be included):
•

publish a copy of your submission on the DELWP website or other Victorian Government
website

•

quote directly from your submission in the Review report

•

make available to other Victorian Government agencies.

For transparency and accountability, the contents of your submission may be published on a Victorian
Government website which is accessible worldwide. Any person may view your comments.
Your comments may remain on external servers, even once your comments are removed from the original
website it was published on.
All submissions are public documents and may be accessed by any member of the public unless you
request, and your comments are given, confidential status.
If you are making comment as an organisation, then your comments may be published, including the name
of your organisation.
If you are making comments as an individual, then your comments may be published, including your
postcode but with no other details.
If you freely and voluntarily provide any ‘sensitive information’ under the Privacy and Data Protection Act
2014 in your submission, DELWP will consider that provision to be consent to collect the information and will
then protect it under the Information Privacy Principles in the Act. Sensitive information is information relating
to racial or ethnic origin, political opinions, membership of a political association or trade association/union,
religious or philosophical beliefs or affiliations, sexual preference or criminal record.
You have the right to access and correct your personal information. Requests for access should be sent to
the Project Manager, Secretariat of the Embedded Networks Review, by one of the following:
•

email at EmbeddedNetworks.Review@delwp.vic.gov.au

•

mail to:
Manager, Embedded Networks Review
Energy Sector Reform
Department of Environment, Land, Water and Planning (Vic)
PO Box 500
East Melbourne VIC 8002
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Appendix 3: Bios of the Expert Panel Members
Ms Jo Benvenuti
Jo is an experienced consultant across a range of consumer matters, specialising in consumer engagement
and energy and water policy.
Jo is currently a sole trade consultant, as well as a Director at Gippsland Water and a Panel Member of the
COAG Energy Council’s Independent Energy Appointments Selection Panel.
As part of her consulting work, Jo produced a 2016 research report on embedded networks for the Energy and
Water Ombudsmen of SA, NSW and Victoria. The research report examined the applicability of ombudsman
jurisdiction for Australian energy consumers in the midst of energy market reform and innovation, with
particular focus on identifying energy transactions that fall outside of the jurisdiction of ombudsmen schemes.
During 2016-17, Jo provided consultancy services to the Consumer Policy and Research Centre on embedded
networks.
Prior to her current roles, Jo was the Chair of the Consumers’ Federation of Australia from 2013 to 2015 and
Executive Officer of the Consumer Utilities Advocacy Centre from 2008 to 2015. Jo has previously held
executive positions for the Energy and Water Ombudsman Victoria and RSPCA Victoria.
Jo holds a Higher Diploma of Teaching Secondary from the Melbourne College of Education and a Graduate
Diploma in Public Policy from the University of Melbourne.

Mr Gerard Brody
Gerard has been the CEO of the Consumer Action Law Centre for more than six years and is a leading
consumer rights advocate and lawyer. Prior to his role as CEO, he spent around ten years in various policy
officer, solicitor and management roles at both the Consumer Action Law Centre and the Brotherhood of St
Laurence.
Gerard has also held the role of Chairperson at the Consumers’ Federation of Australia for the past four years.
Gerard has represented consumers on a number of bodies, including the ACCC’s Consumer Consultative
Committee, the Australian Securities and Investments Commission’s Consumer Advisory Panel and the
Australian Energy Regulator’s Customer Consultative Group.
Gerard holds a Bachelor of Laws and Bachelor of Arts (both with Honours) from the University of Melbourne
and also holds a Master of Public Policy and Management from the University of Melbourne.

Mr Neil Gibbs
Following a career in global energy markets, Neil now actively supports the decarbonisation of the electricity
system, specialising in the evolution of technology, business models, regulation and markets at the “grid edge”
– harnessing the value of innovation and customer engagement to deliver secure, reliable, affordable and lowemissions energy and services. His core skills are in strategy development, the art of building organisational
support for change, and the diligence of strategy execution.
He is the Founder & Principal of OnLine Power, a boutique advisory firm serving the Australian energy industry.
He is also Co-Chair of the Clean Energy Council’s Distributed Energy Leadership Forum, and is currently
engaged to support the Energy Security Board’s Post 2025 Electricity Market Redesign process with a focus
on Distributed Energy Resource markets. His previous roles include as the Founding Chair of both GreenSync
and i.n. concepts, Founder & CEO of Marchment Hill Consulting, VP for AT Kearney (Asia Pacific Energy), VP
for Cap Gemini Ernst & Young, and Global Energy Practice leader for PA Consulting Group.
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Ms Andrea Steele
Andrea is a lawyer who specialises in providing legal, regulatory, compliance and energy-related strata law
advice to the Australian electricity and gas sectors.
Andrea is currently a Principal Consultant at ENRG Consulting, which specialises in providing advice to the
Australian energy sector – with a particular focus on the embedded network industry.
Between 2012 and March 2019, Andrea worked in-house at WINconnect, an embedded electricity network
provider in Australia, as an Executive General Manager and General Counsel. Andrea advised WINconnect
on their retail electricity and gas operations, embedded network, hot water and solar businesses.
Andrea’s key focus and capabilities include advice relating to the national electricity and gas markets and their
respective regulatory frameworks, including how the regulatory instruments apply in these markets.
Andrea holds Bachelor’s degrees of Law and Commerce from Bond University. In addition, Andrea holds a
Masters of Laws (International Banking & Finance and European Law) and a Masters of Legal Practice.
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Appendix 4: Terms of reference
Background
The Victorian Government has committed to ban embedded networks in new residential apartment blocks, which too
often lock in high costs on consumers. Exemptions will be allowed for buildings that use renewable energy micro
grids to deliver low-cost renewable energy to apartment blocks.

Purpose
The Embedded Network Expert Panel (the Panel) is requested to engage with and advise the Minister for Energy,
Environment and Climate Change and the Minister for Solar Homes (the Minister) on the implementation of a ban on
embedded electricity networks in new residential apartment blocks.
The purpose of banning embedded networks in new residential apartment blocks is to ensure that, to the fullest
extent practicable, these Victorian consumers can access the same competitive retail offers and consumer
protections as other Victorian consumers.
Any Victorian consumers that will remain in residential embedded networks (including apartment blocks and other
types of residential embedded networks) should also, to the fullest extent practicable, have access to the same
competitive retail offers and consumer protections as other Victorian consumers.

Function and Output
The main output of the Panel will be written recommendations to the Minister on:
•

how to implement a ban on embedded networks in new residential apartment blocks, including the
appropriate exemptions to the ban for buildings that use renewable energy micro grids to deliver low-cost
renewable energy to apartment blocks;

•

how such a ban would intersect with legacy embedded networks in residential apartment blocks, including
options for retrofitting or removing existing embedded network infrastructure if appropriate; and

•

how to ensure that, to the fullest extent practicable, Victorian consumers in residential embedded networks
(including apartment blocks and other types of residential embedded networks) can access the same
competitive retail offers and consumer protections as other Victorian consumers. As part of this, the Panel
should consider the frameworks for electricity, gas and any other (such as bulk hot water and variable
refrigerant volume) embedded networks.

In addition to its written recommendations, the Panel’s Review should also deliver written advice on:
i.
ii.
iii.
iv.

how exemptions to the ban may allow for innovative new technologies or new/existing applications and other
appropriate uses of embedded electricity networks;
recommended actions for regulators, particularly in relation to compliance and enforcement;
the expected impacts of its written recommendations and the expected impacts of any of its non-preferred
options; and
steps to implementation, including the timing and sequencing of recommended changes.

While undertaking the Review, the Panel should consider:
•

where it recommends more than one potential option, to specify its preferred recommendation;

•

any amendments necessary to ensure that Retailer of Last Resort arrangements extend to embedded
network customers;
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•

infrastructure and contractual barriers/opportunities to retrofit or remove legacy embedded networks;

•

current regulatory regimes and enforcement options and their effectiveness;

•

outcomes of government reviews on embedded networks, including from DELWP, the Essential
Services Commission and the Australian Energy Market Commission;

•

the interaction of its recommendations with the national energy framework and relevant building and
planning legislation;

•

the interaction of its recommendations with reforms related to the government’s Energy Fairness Plan;
and

•

current embedded network retail offerings, in order to identify innovations, competitive pricing practices
and the costs faced by embedded network customers, perhaps by using case studies.

The scope of the Review excludes the price cap for embedded electricity network customers.
In preparing its recommendations, the Panel:
•

may attend meetings with DELWP and other government departments to discuss policy and
implementation considerations;

•

may meet with relevant stakeholders (including from industry, consumer groups, the Energy and Water
Ombudsman and government)

•

may publish written reports to guide consultation and accept written or verbal submissions from
stakeholders;

•

will be required to make consensus recommendations at the conclusion of its Review; and

•

may brief the Minister throughout the Review on its proposed recommendations and the implications
for Victorian consumers, embedded network operators and other energy retailers.

Chair
The Minister will nominate the Panel Chair.

Secretariat
The Panel will be supported in its work by the DELWP Secretariat (the Secretariat). The Secretariat will
comprise a DELWP manager and staff. The Secretariat will be responsible for the administration and operation
of the Panel including:
•

providing all necessary project management and policy support;

•

providing guidance on key technical elements of the Review;

•

facilitating consultation with other State and Commonwealth Government stakeholders (such as the
Essential Services Commission, Consumer Affairs Victoria and the Australian Energy Market
Commission);

•

drafting written material as necessary, preparing briefings and arranging meetings with relevant
stakeholders and/or the Minister; and

•

procurement of any additional advice required by the Panel to inform their considerations.

Completion
The Panel will be required to provide its recommendations to the Minister within 12 months of its establishment.
The Panel may be asked to provide follow-up advice related to its recommendations. To allow for this, the
Panel may be extended as necessary.
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Appendix 5: Glossary of terms
Distributed energy
resource

Where electricity is generated from sources, often renewable energy
sources, near the point of use instead of centralised generation sources from
power plants.

Electricity Industry Act
2000 (EIA)

This Act regulates the Victorian electricity supply industry. It prohibits persons
from generating, transmitting, distributing, supplying or selling electricity
without either holding a licence from the Essential Services Commission of
Victoria, or being exempted from the requirement to obtain a licence.

Embedded network

A privately owned electricity network that is not part of the national energy
market. Embedded networks generally buy electricity in bulk and then on-sell
it to customers inside the embedded network.
Examples typically include apartment blocks, retirement villages, caravan
parks and shopping centres.

Embedded network
operator

Operates the embedded network, including purchasing electricity from a
licensed retailers and billing individual customers within the embedded
network.

Embedded network owner

Owns the site of the embedded network, and can purchase electricity from a
licensed retailer.

Energy Retail Code
(ERC)

A code that sets out the rules which electricity and gas retailers and exempt
persons must follow when selling energy to Victorian customers.

Essential Services
Commission (ESC)

Victoria’s economic regulator of essential utility services.

Energy and Water
Ombudsman (Victoria)
(EWOV)

Exempt person

General Exemption Order
(GEO)

Third-party service
provider

A free and independent dispute resolution service for Victorian energy and
water customers. Licensed retailers and distributors and some embedded
networks are required to become EWOV members, enabling their customers
to access dispute resolution services.
Persons exempt from the legal requirement to hold a licence under the EIA
and who comply with requirements as set out in the General Exemption
Order (GEO).
The activities that are exempt from the requirement to hold a licence under
the Electricity Industry Act 2000 are set out in the GEO. The GEO is an Order
in Council made by the Victorian Governor in Council under section 17 of the
Electricity Industry Act 2000.
A party that acts as an agent on behalf of the exempt person or embedded
network operator to perform particular functions (e.g. a third-party provider
may be engaged by the exempt person or embedded network operator to
purchase electricity from a licensed retailer at the parent meter).
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Appendix 6: Microgrid definitions
As noted in section 4 of this Issues Paper, there is currently no legislative definition of a microgrid in Victoria.
In developing an approach to granting exemptions from the ban on embedded networks for buildings that use
renewable energy microgrids to deliver low-cost renewable energy to apartment blocks, the Panel will be
mindful of other microgrid definitions, for example as explored below.
The Victorian Government is investing in a series of commercial ready, smart, microgrid demonstration projects
across Victoria. These commercial demonstrations include battery storage and new technology solutions with
the potential to boost renewable energy dispatch to the grid. The demonstration of smart microgrids will help
Victorians attract international interest and provide education, skills, investment and job creation opportunities.
See Example 1 for more details about the Microgrid Demonstration Initiative program in Victoria.
Definition Example 1: Microgrid Demonstration Initiative, Victoria (2017)23
A microgrid can be considered as a sub-set of the broader electricity network, including all the necessary
components to operate independently. A microgrid is a network with the ability to integrate and optimise
generation, storage and load and respond to signals from the main grid and participate in energy markets. It
can island and operate in isolation.
Eligible projects for the Microgrid Demonstration Initiative program include microgrids, smart embedded
networks, virtual-power plants and prosumer clustering projects. The program is only targeting grid-connected
projects, as smart private embedded networks are already well-developed in Victoria.
At an international level, for example in the United States, microgrids are defined in legislation,24 while in other
jurisdictions like Singapore they are not. 25 Example 2 illustrates how the United States Department of Energy
defined a microgrid, which has also been largely codified in a number of states.
Definition Example 2: United States Department of Energy (2012)
Microgrids are defined as a group of interconnected loads and distributed energy resources within clearly
defined electrical boundaries that act as a single controllable entity with respect to the grid.
A microgrid can connect and disconnect from the grid to enable it to operate in both grid-connected or islandmode.
This description includes three requirements:
1. it is possible to identify the part of the distribution system comprising a microgrid as distinct from the rest
of the system;
2. the resources connected to a microgrid are controlled in concert with each other, rather than with distant
resources; and
3. the microgrid can function regardless of whether it is connected to the larger grid or not.
Microgrids are relatively small energy systems, typically including small-scale generation, storage and
consumption, which can separate from the grid to feed specific customers with reliable energy.

Other definitions have been used in project-specific settings. See Example 3 for the definition used by the
Queensland Farmers’ Federation for the Microgrid in Agriculture project funded by the Commonwealth
Government.

23

DELWP, Microgrids – Factsheet , 2020.

24

DT Ton and MA Smith, ‘The U.S. Department of Energy’s Microgrid Initiative’, The Electricity Journal, 2012, 25(8):84-94.

25

C Wouters, ‘Towards a Regulatory Framework for Microgrids – The Singapore Experience’, Sustainable Cities and Society, 2015, 15:22-32.
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Definition Example 3: Microgrids in Agriculture project by the Queensland Farmers’ Federation (2020)
The Microgrids in Agriculture project is aimed to increase knowledge on the types of microgrids, how they may
work, opportunities for agriculture and rural communities and what existing work is being done. This project is
funded by the Commonwealth Government’s Regional and Remote Communities Reliability Fund.
The Queensland Farmers’ Federation defines a microgrid as a smaller group of distributed energy resources
and loads that are connected to a network but can also disconnect as a group in an ‘island mode’. Microgrids
are typically connected behind a common meter with each connection having a sub-meter.
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