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Executive Summary

Since 2014, thée A i@ 2F 51 NB 0 A Y QRas su@dssfuly etnploges algpecialkaked NI Y
mechanism to deliver solar to more than 300 households across the municipality.

In doing so, the council identified a mechanism to help pensioner andhloeme households access
the benefits of orsite solar photovoltaic (PV) power, reduce their daytietectricity costs and
contribute to climateaction through renewable energy generation in Victoria.

This business cagavestigates what is required to help an estimated 52,@@@income, pensioner
owner-occupierhouseholds across the state invest in sptacognising that what worked in Darebin
is not automatically replicable elsewhereprovides recommendations to state and local
governments and their partnei@n how to provide an effectivand wide scale level of support to
helplow-incomehouseholdsgnstall solar PV systems on their homes as a least cost energy option

In particular, it recommends an integrated approach leveraging involvement of councils, state
government and leaders in the finance sector. In particular, there is a need for theiaficto
government to providéncentives such as througtules enabling access to electricity concession
paymentsfor qualified households purchasing and instalkagar PVwhichis both immediately cost
neutral for the state an@é necessary catalyst to hieve scale in Victoria.

The time toactis now.

An alignment of affordable finance and stated political ambitions to increase renewable energy at
both the state and local level provides momentum for a concerted push to overcome barriers-to low
income haiseholds accessing solar PV.

Project overview and prior business casephase

This project follow®hase Iof abusiness case finalised by Moreland Energy Foundation Ltd (MEFL)
for EAGANn January 2016, which examined necessary conditions for a household to benefit from
innovative financing options for solar PAhd provided a preliminary exploration of models, eliradp
legislation, and delivery approachgs.

Some findings from Phase 1 of particular importance to the current business case (Phase 2) are:

9 Thatloan products available through mainstream lending channels are inappropriate and/or
inaccessible for finanognsolar PV systems on lémcome householdfor a range ofdctors
including eligibility, lifetime of the loan, arufferedinterest rates.

9 Cost benefitmodelling identified that such households would need to be offered interest rates
no higher than 5 9%er annum p.a) repaid overat least ten yearsin order for the household to
be in a cash positive position when balancing borrowing costs against energy sakiags
outcome changes depending on the balance between electricity generated and used on site
versus exported off siteédnlyhigher energy users that expect to use much of the energy on site
may stand to clearly benefit at the higher interest rates of 5 % p.a. and beyond.

1 The Phase 1 report identified a number of laweome market segments andlwr groups that
may benefit from accessiblew interestfinance to install onsite solar systems. The first priority

1 Report is available fromittps://eaga.com.au/projects/solarates/ [Accessed 8 June 2016].
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low-income group recommended for support wasner-occupierpensioner louseholds
although in time, other groups may also bensidered

1 Phase 1 findings suggested a range of approachesdancik and state government to support
access to suitable finandecluding pathgo diminish the level of risk that lenders may otherwise
be exposed to, and to streamline engagement and operationsadt sc

Building from this work,ite main objectives of the current projephase (Phase 2ye to:

1 Inform counciladvocacy relating to the Review of the Local Governm@hand assist
legislators in their redrafting of thactQa LINE2 @A & A 2 yse oftatntillciages3 (2 (K

 Assist2dzy OAfa yR 20KSNJ LI NIYySNAR (2 RSaAdy IyR
solar rates programs within Victoria

9 Assist the state government and other stakeholders to set up a default fund and/or other means
to grant lenders confidence and catalyse uptake of PV systems eimémme homes

During Phase 2, the business case team established a tight understanding of the problem that
substantiatesaction at scale; and through consultation, gained deeper insigittsthe types and
levels of support from state and local government that represent meaningful assistance to the
household, and established working relationships with core delivery partners (particularly lenders
andcouncis).

Thebusiness casBhase Directions Papeiset out initial findingsacrosshese themes, ahad of
developingdraft and finalbusiness caseeports, which presentargeted reconmendations to assist
EAGA and its partnsr

Understanding the problem

In reviewing the current assistance for this sector in the Directions Paglar PV folow-income
householdgthe Directions Paper), the following problem was identified:

While the rdail gas andelectricity market generally functions to suppbnergyto households

relatively efficiently, some lower income households face price risks and risks of disconnection that
present a significant societal welfare cost that require interventidexisting retaitfocused

government interventiongenergy concessions; hardship provisioasg inefficient and ineffective

for low-income households that are able to use onsite solar enerqgy for their daytime energy needs

We see this stated problem asising from two shortcomings in the existing arrangements for
addressing the energy costs of lemcome households:

1. The DHHS energy concessions assistance is confined to aksisimgpmehouseholds with
costs in procuring energy (gas and electyicgourced from retail suppliers, and does apply to
other cost effectivemeansto source energysuch as solar P¥s a result, the concession payment
effectively lockdgn currentenergy consumption and production behaviours and discourages
household mvestment in alternatives

2. An established barrier that stops households on low incomes from installing solar panels is their
inability to access capital with terms that allow them to remain cash positive from the oiitsist.
effectivelyrestricts themii 2 a4 SO2y R 06Said WINARR 2y &ddm Ddtdork 2y & =
0KS K2dzaSK2f RX GKS 0O02YYdzyAides FyR GKS aidl dSQa
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Together, hese fctorslocklow-incomehouseholds out of installing solar PV systems, even if it
makes economic sense foraim to do soFurther, unlocking one problem and leaving the other in
place may be insufficient for enabling the lowest cost solution for these households.

RECOMMENDATIONThat the stated problem is jointly agrebg state and local governmenss

warrarting shared effort in line with responsibilities, role and capacity to contribute to a solution.

Recognition and responses requiring more consolidated action

We find thatboth state and local governments acknowledge andiaterested in resolving these
problens for low-income Victoriarhouseholds Thestate-funded EAGAed New Energy Jobs Fund
pilot (below)may be indicative of emerging state support for a solution in partripralith the local
governmentsectaf $ KA OK LA 2y SSNBR &dzLJLl2 NI KNP dzaAK

iKS

NEW ENERGY JOBS FUND PROJECASOLAR PV FORLOW-INCOME HOUSEHOLDS

This EAGAed project seeks to instalip to 1,000solar PV ofow-incomeand vulnerable households
across22 municipalities in Victoria. The project is led by Maroondah City Council and coordinated
the Victorian Greehouse Alliances. ill be deliveed overtwo-and-a-half years and will:

1 Test a model foscalng-up the use otouncilrates to provide individual loans to households
and recover costs through the rates system

1 Catalyse privatévestment within a community segment traditionally viewesitagh risk to
investors by establishing and evaluating partnership finance models with the banking sect

1 Establish a shared services approach to project implementation to enable access to dedic
capability and reduce resource requirements and risksouncik. Thiswill leveragescale
economies in administration, procurement and governance, and enable participation by
councik not otherwise able to offer this service to their residents.

Along with lenders,Here is aecognisedpportunity forstate and local governmente work
together to overcome theinwarranteddisadvantag faced by lowincome householdm accessing
the benefits of solar PV.

Scale of opportunity

The Directions Paper followed the Phase 1 report recommendation thainoeme owneroccupier
pensioner households ke first market segment to be investigateBoth the Phase 1 report and
the Phase Dusiness case acknowledge that there are otherilogome households that are likely
to be ingreaterneed than this grouphoweverthey are more difficult to quantify and support. In

time, it would make sense texpand out to these other groups and address their separate barriers

as needs dictate.
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Fromthe Directions Papeanalysis, it is conservatively proposed that at least 52,00&lmcome
owner-occupierpensionerhouseholds are imacted today through not hawig the means to invest
in onsite solar PV systems. By 20#iis figure is at least 56,600 and this suggests tlggivernment
interventionwould have awarranted impact on the community

Our analysis@apts the modelling undertaken during Phase 1 to consid@cessions ingcts on

this target sector, and the benefit of installing a 2 kWtelyson a typicapensionerhome

consumingl2] 2 K St SOGNAOAGE LISNIRIF&d !aiAy3a | Wy2 AyidaSN
schemeor similar programbaseline annuanergycosts of$951could be reduced tbetween $774

and$877, resulting inasaving of $4to $177to the household and $8f $109to the state

concessions budgeter year.

However, dully scalable offering may requiret@rest rates above 0 ¥ha. as not altouncilswill be
in a position to lend from their cash reservés a resultthe estimatedhouseholdbenefitsmay be
lower should they be subject to higher interest rates from other loan soufegsiaranteed level of
uptake connected t@ compelling sum of benefivill therefore require serious ambitiowith
regards to intervention and household selection procedeesuch programs

Our analysisuggests that the provision of 52,000 2 kW Solar PV systemsnsioner households
represents a minimumannual generation of 114,557 MWh of clean energy amdinimum
greenhouse gas savings of 143,197 tonnes efég@valent. At an estimated system cost of $3,350
to $3,635per unit, this represents a collective investment of $17#liom to $189 million across all
52,000 homes.

Due to the existing link between energy concessions andnoame household energy use, if this
investment were to be realised across all 52,000 homes it would equate to a decrease in energy
concessions cos{se. a windfall gain)o the Victorian Governmenof $4.5 to $6.0million each year.

Future interventionshouldperiodically take stock of what revised funding terms can be offaret!
whether these can be extendedd other lowincome household groups to investienewable
energy where it makes sense to do $his may depend on innovations where the asset is net co
located with occupancguch as through participation scommunity-owned renewable energy power
stations sited on public assetfsat allow tenants and others ndfuitedto onsiterooftop installatiors
to participate in renewable energy investment.

RECOMMENDATIONLowincome owneroccupier pensioner households are to be focused on as
the firstlow-incomehousehold group to offer support to, and to expand from this initial base.

RECOMMENDATICBNThe scaled up support is able to offer funding termsaative to the
majority of owneroccupier pensioner households, for whom it makes economic sense td instal
solar PV systems. The program must be scalable and clearly beneficial to suitable target households.

RECOMMENDATION®hat program/service delivery arrangements continually identify the means
to offer terms to attactother low-income household group&cluding where relevant, the
application of separate but complementary interventions.
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State and local support

The business case recognises that both state and local goverratn isrequiredfor low-income
households to be in eonfidentposition toinvest in onsite slar PV systemand have certaintyhat
they will be better off

Councils are uniquelgonnectedwith their community, and have nearly all the tools required to
addresghe problem:

1 They have acceds financeat interest rates lowethan can be offered byanks via the MAV
Locd GovernmentundingVehicle

They an levycharges on properties and overcome the split incenbigerier.
They lave engagement @nnels withand oftenactastrusted advisosto the target group

They lave a wealth of experience in delivering residential eneffjgiencyprograms

= =/ =4 =

They dready use shared servis@and have governance structgii@ place to support regional
scale delivery in an efficient manner

The state can facilitataroll out of councitled programsandcanmore effectively apply existn
welfare support measures to reinforce the assistance providelddsl government

1 It can improvehe financial viability of programarticipation, bypartly allocating its energy
concessions budget tassistin repaying loans offered through local governméad programs

It can streamlinedministrative overheadsorne bycouncik, through legislative amendments

It couldhelp synchronisaction across regions, alinate duplication and provideesources to
support the scaling of existing shared service madels

9 It could coordinatedata collection, anlgsis and information exchange

Reforming the scope of energy costs recognised in skete energy concessions

Sate energy concessions work via payments to energy retailers in line with the 17.5 % discount
awarded to pension and other card holders that identify themselves for support. This discount does
not apply for that part of the conasionthat is foregone when purchasing a solar PV system and
replacing retail energy with onsite generatidrhe discount only applies to residual energy

consumed from the grid.

It would make sense if th#dusinessasusualroncessiorpaymentwas stillfully available to low

income households #&r borrowing for a solar PV systeand was used tdiscount te residual

energy consumed pluke solar PV systefdlédan repayments until fully repaid. This approach has
net impacton the state budget becauselte government has already committed its energy
concessions budge®nce the loan is paid off, the government reaps the savings that come with the
K2dzaSK2f RQa f26SNJ 20SNIff SySNHe O2adao

The proposed reform simply makes the budget available for the samzession recipientand at
the same level, albeit applicable to purchasitg systems through a managed program. In time, it
will lower the energy concessions budget as system loans are rapditie overall retail energy
cost componenteclines as iis replaced byhe ongoinguse of onsite energyl hisdynamic cannot
be assumed in the absence of this concessions reform, i.e. there may be no savingsiiatethe
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government to banlkf the combination of assistance measures do not go far enough to ldriwe
incomesolar uptake at scale

RECOMMENDATIONBhe Victorian Government (DHHS) reform the gas and electricity concessions
A0KSYS: G2 lfft2¢ AL G2 FdzyR 02y 0Saairizy NBOALMASYI
current discount rate (1.5 %) are recommended to be applied to the estimated annual reduction in

NEGIFIAf O2aita RdzS (2 AyadlftAy3a a2tFNE YR |[0S YIF

Lending via the local government rates scheme backed by reserves and plairties

The precedent ofommittingcouncilreserves coupled with repayments via the rates mechanism
wastested andprovenby City of Darebin. This offdi@v-income households the lowest cost
finance, agouncils can set interest rates in line with tlesel of subsly they wish to offer

Ly GKS2NEBEZ | Wy2 &Adzo0aAReQ | LI OO Kiekdti@ed@nga 80 (K S
lending riskstime value of money, and overheadsyAinterest rate below that inMges some level

of cost absgption by the council For this reason, along with thegmtical constraint thatouncils

can only offer this financing optiahthey have cash reserves available, there are natural limits to

scaling this offering across the state.

While City of Darebin pneered this approach since 2014, it is only now being replicated in the
EAGAed New Energy Jobs Fund lavweome solar projet, whereincouncilsare offeling the
Wouncilsa G NB I YQ T diryaRvioné Emitéd ledieht2 y

Councilshave reservations in usj this instrument due to theonditionsimposed in using the

special rates mechanism to collect repayments (Sedtishof the Local GovernmeALt, refer to
Appendix ). TheCity of Darebin considers these costs manageable while proposing that the ideal
approach would be to havBection 163 amended to lower administrative cosibere the special
NFGS A& dz&aASR 2y |y W2LJi AyQ olaraod

RECOMMENDATIGANASs part of the Local Governmefittreform, Victorian Government (DELWP)
G2 AyaSNI W2 Liion 268ddthed dchl E&dv&mmerkcy tha exdluGe@he need for
gazetting and allowing for public comments when using special rates for voluntary programs.

As a means to extend tleash available fosolar loans while leveragirapuncib 1@w credit risk,

banks are open tthe idea of lending t@ouncils.Usingcouncils as liable intermediaries substantially

lowers the risks for banks as they are lendingdancils rather than households and allows an

interest rate in the order of 2.5 % p.a. to be passadmthe householdsee figure below)interest

rates may bdurther reducedifc2 dzy OAf a I NS gAffAy3a G2 RNI¢g 2y GKS
6a! Qa0 [ 201t D2 @SNGFY)ahich typaityhBkesiinAncea@iblegtt S

around 100 bse pointsi.e. 1 % p.dower thanwhat bankstypically offer
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Figure: Usingauncils as debt intermediaries and rates as a means to collect repayments
can lower the interest rate offered tlmw-incomehouseholds.

This approach would requileuncilsto overmme their prevailing preferenceot to carrydebt,
formalised inO 2 dzy iGdivitiual @ebt policieslt is understood that the Local Governmeiut
reform process may bring clearer guidance on financial management principlesuiacils which
maylead to a revised stance on debt across the sector.

The proposed approaaecommended in this reporvould allowcouncilsto use the MAV LGRY
source very low cost finaeandif necessaryto offload that debt vhen it reaches the limits of the

O 2 dzy d@lt poficii (i.e. the initiative can stay strictly within debt limi&)r example, solar loans
could be pooledicross a number afouncilsand then used as payments for bonds issued on behalf
of thosecouncils so that the loans are effectivefggregated and sold on to a third party.

This pathcomplements the method t&ed by City of Darebin, usieguncilreserves to fund solar on
low-income households with no interest charges. Between the two opticmsncilscould offer ne
interest and/or bw-interest loans, according to their castsegves and their debt tolerancdhis
combiration should grant confidergcalability while offering least cost finance to households.

RECOMMENDATIOMNParallel to or within the Bw EnergyJobsFund pilot, leadng councilsshould
explore and then commit to use of third party finance as a means to finameacomesolar
panels where they are unable to drawn cash reserve® sufficiently meet demand

RECOMMENDATIONG®ouncils engage with MAV Procurement and financial institutions on options
to set up and implement a procefs councilsto borrow at low interest rates to fund solar loans for
low-incomehouseholds, and a process to offload debt in line with their delerances.

RECOMMENDATIGN Councils continue to offer space for retail banks to partner via direct lending
to households (as in the New Energy Jobs Fund progaad)allow that the bankare best placed to
actindependently to developroducts and sorce credit according to their individual strengths.
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An integrated approach

Thisbusiness case recommends that Victorian Government revise the terms of its energy
concessions scheme to allow existing concession card holders to access thebsatéelevel of
concessions (i.e. based on their baseline energyous@mapproximationthereof) when installing

solar PV systems onsite via a low interest |aamtil that loan is paid oufThis willmaintain the

concession for theesidual energylrawnfrom the grid, whileassignindunds tovardsservicinghe
loan.Once the loan is paid, the energy concessions will still apply to the remaining energy purchased
from the grid, which has been reduced relative to baseline energy costs for those households.

This appoach needs an adequate estimate of the change in retail energy costs for each household
after they install solar, in order to determine the sum of solar concession to apply over the loan
years. We expect that a range of methods would be available toidplihsed on the experiences

and data gathered over the Solar $avers progrhrns suggested thatouincils and state government
adoptan approach to estimating the quantum of supptrat balances accuracy against

administrative and other overheagwithout causing undue financial uncertainty for the household

The busiess case also recommends thatiocils use third party financing for solar PV on-low
income household rooftops within their community, where the lender provides fundstmcilsas

an inteemediary.Councils can also draw on reserves as a lower interest alternative where thigy are
a positionto do so.

Taken together, these measurEsm a conplementary approach to help loimcomehouseholds

afford solar PV systems where it makes economic sense for them, and gives them the best chance of
participating in local renewable energy investment without introducing market distortions or
budgetary im@acts. The table below sets out the indibee benefit during and after a solar loan

period, using assumptions reflective of the target pensioner group and solar offering.

Table: Distribution of household and state benefitgtbring in the allocation of concession gains to assist solar loan
repayments and using assumptions set out in Section 3. Note that for a 5 % p.a. solar loan, the household would need to
use 76 % of the electricity on site to be $100 better off during loan years (calculations not shown).

Interest rate | Householdbenefit Household benefit Concession savings
(during loan, per year) | (after loan, per year) (after loan, per year)
0% $161- $282 $409- $536 $87-$109
15% $135-$253 $409- $536 $87-$109
25% $116-$233 $409- $536 $87-$109
5% $68- $181 $409- $536 $87-$109

RECOMMENDATIQN: Councils and state government pursare ntegrated approachsupported
by delivery partners as necessary, to streamline management of the revised state concessions
arrangement anaouncitassisted financing methods.

In particular,afair and reasonableseof the conces®ns budget to repagolar loars will provide
householdswith greater confidence that they can manage the loan while facing uncertainty over the
loan period (see figure overleaf).range of optiongs expected to beavailable to implement these
measures togethenisingcomman processesnd administrative structures
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Figure: Overview of the benefit to households and state concessions budget through the recommended initiatives. Gragehtsapeebaseline costs to household and @ssionsudget
without solar Graph B shows the moderate net savings to the househdgitet concessions budgetvhich may not be adequate to ensure strong uptake across the target sedsmiation
Graph C illustrates that the net concessions savings preBentd y . | a (1 KS Waeployetb theAhgulehdlderttotassiStiwigh sa@asloaNfepayments, and deliver net sthaings
drive strong uptakeOnce the loan is pé off, as presented in Graph e concessions savings are realised and theskbold has substantially lower energy costs for the long term.
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Building scale to a state wide service

This project has incorporated discussions with stakeholders and potential partners around the
characteristics and merits of incorporating shared servicgs ongoing program delivergt scale.

The NEJF application and related program delivery approach was developed pravkton Phase

2 ofthe businesscaie Saidll ofAakKAy3a | aidNRy3d LINBOSRSyid F2NI L
AaSNIAOSQ | eddhRith Stakehol@ess Bas Belped to further socialise the NEJF pilot and

consider options to both strengthen NEJF d&lyvand provide opportunities fdow-income

households at greater scaliee. across all council areas within the state.

RECOMMENDATION:X2ouncils and government agree to pursue a shared service based low
income solar PV program that accommodates state wide scale and reach.

CKS WaKlNBRLUIDSANDAKOSKE & GNIRAGAZ2YIff& 0SSy RS@St 2
within the local government sector, however it does not have to be constrained to bringing benefits

and efficiencies tehis sector alone. If the problems and benefits are shared between sectors (i.e.

local and state government and/or other stakeholders),rthiee case for shared investment may be

made.

The key chaacteristics of a shared service for lemcome solar PV program delivery are:

Flexibility in achieving state coverage and scale
Driving continuous improvement on financing terms and interest.rate

9 Efficient recruitment processestargeted communication and engagement witdw-income
households

9 Efficient and effective household energy (Solar PV) technical expertise
1 Leverage group procurement benefits
1 Ability to integrate other servicesenergyefficiency and thermal comfort

Once agreed as a starting point, program partners can seek to establish performance measures for
the shared service aspects of the program.

RECOMMENDATION:Ithe key chacteristics (set out above and outlined further$ection 4) are
agreed as central to a scalable shared service deliveEnmgncomesolar to households across
Victoria. In particular, incorporating shared services into program delivery should deliver:

wNecessary flexibility to respond to and providegeegated services for combinationsafuncib
and partners whose anition, budgets and timing align

wContinuous improvement on financing terms and interest rate and bencketbenefits to the
householder

w roader energy efficiency and thermal comfbetnefits for residents over the medium term.

EAGA_SolarRates_BusinessCase FINAL_REPORT
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Involving Municipal Association of Victoria and Sustainability Victoria in building scale

Initial engagement through this projefitund a number of areas ailignment between MAV
Procurement services, kephatacteristicsof shared service (as abovednd preferredfinancing
options. Involving MAV will helihe project partnerdo achieve

9 Flexibility to scalec Councils can joiimdividually or collectively to workiaMAV
Procurement as their pcurement /contracting agent. It grants the opportunity far
flexible arrangenent that could start smabr be scaled to a stetwide scale

1 Energy services group procuremeqnDrawing onrecent experience in managing
procurement relating to streetlight retrofitdMAV Procurement could set up procurement
processes and panels of providers for solar panels, project management, facilitation and
energy service brokering services.

1 Financial services group procuremeq# procurement process seeking suitable financial
products forlow-incomed 2 f + NJ O2dzZA R 6S GUSYLIW SR IAGSYy al
(as below).

1 Leverage the Local GovernmeRundingVehicle (LGF\\)The LGFV israechanism that
could be employed to providéhears Nidiance to the local governmeémsector, in part to
provide additional funding vieouncikfor provision of solar PV tow-incomehouseholds.

The longterm expectation is that capital will be provided¢ouncis through LGFV at
approximately 1 % p.a. below bank finance.

1 Encourage ingstment from state and Commonwealth governmegqiith scale comes the
opportunity to seek direct investment from state and Commonwealth entities. For example,
the Clean Energy Finance Corporation (CEFC) had expressed some interest in investing
through theLGFV, given they have notionally allocated $230 million for local government
sector investment.

RECOMMENDATION:Ihe project partners (led by Alliancesauncik) should seek formal
participation of MAV in support of the project and request (in additmiRecommendation 8) that:
w al+* t NPOdzNBYSyid LINRPGARS LINRBOdAzZNBYSyid LI ySt &

S
w a!zx fSIFIR Sy3al3asSySyid sAldK GKS adardS 320SNYyYSyi
access to the state concessions budgetuport low-incomesolar (including via the NEJF Pilot
scheme.

Initial engagement with Sustainability Victoria staff during this project suggests an awareness of
councilefforts (i.e. Darebin Solar $avers and the NEJF pilot) and a willingness to exploseprof
support to these and other initiatives into the future. Options for support may include technical
input into program design and deliveglignment to complenentary programs and/or assistance
with investment attaction.

RECOMMENDATIQIM: Progam partners should consider further engagement with Sustainability
Victoria to determine their ongoing commitment to supportilogv-incomehousehold Solar PV /
energy efficiencyand potential to compleent the objectives of the pilot NEJF and achievenoént
an integrated state scaled scheme.
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1 The case for action

This business case provides recommendations to state and local governments and their partners, on
how to provide an effective, confident, and wide scale level of suppdaweincomehouseholds

who may be interested in installing solar PV systems on their homes as a least cost energy option,
but face significanbarriers to do so.

This project follows on from Phase 1 of the business case finalised by Moreland Energy Foundation
Ltd (MEFL) for EAGA in January 2016, which amongst other goals, examined necessary conditions for
a household to benefit from such a program, and provided a preliminary exploration of financing
models, enabling legislation, and delivery approaches.

There are ompelling reasons for why state and local governments should closely examine the needs
of low-incomegroups regarding their energy use and energy costs, and whether these groups have
adequate support in pursuing an investment in solar PV systems on dlodiops.

Historic and current measures from both tiers of government reaeahterest in themes that, at
the very least, suggest this is an implicit priority for thémmitedpublic initiatives and investments
are more explicit but at the same time skighat governments need to progress further before
realising relevant and full scale assistancétg-incomehouseholds wanting to install solar panels
based on a sound economic decision.

1.1 An established problem that needs a new solution

The nature and exint of support fodow-incomehouseholds faced with rising energy costs and the
relatedrisks of hardship are inadequate, outdated and not equitable. In reviewing the current
assistance for this sector in the Directions Pa@elar PV folow-incomehouselolds(the Directions
Paper) the following problem was identified:

While the retailgas andelectricity market generally functions to suppbnergyto households
relatively efficiently, some lower income households face price risks and risks of discoométat
present a significant societal welfare cost that requires interventidxisting retaitfocused
government interventiongenergy concessions; hardship provisioasg inefficient and ineffective

for low-incomehouseholds that are able to use onsite solar energy for their daytime energy needs

We see this stated problem as arising from tlweemostshortcomings in the existing arrangements
for addressing the energy costsloWw-incomehouseholds:

1. The DHHS engy concessionassistance is confindd assising low-incomehouseholds with
costs in procuring energy (gas and electricity) sourced from retail supplidis.is outdated and
inefficient inrecognisinghat, for some households, their least cost eggiprocurement will be by
investing in solar PV systems on their rooftops, yet the concessions bdagenot aidhose

2Report is available frorttps://eaga.com.au/projects/solarates/ [Accessed 8 June 2016].

3 See Directions Paper, p. 6.
4 See Directions Paper, p. 8.
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households with thesaon-retail costs.To the extent that households would forgo energy
concessions for that part of their retail erggrthat is replaced by solar, exigl arrangements work
against rather than suppothe uptake of solar PV systemsIbyv-incomehomeowners.

2. An established barrier that stops households on low incomes from installing solar panels is their
inability toaccess capital with terms that allow them to remain cash positive from the otu@tter
households can rely on their savings or can absorb high loan repayments in the early years, but this
is not an option fothose on dow income. Further, they havewer loan options than higher

income householdsBy and large, state and local governments have been unable or unwilling to
address this barrier through an integrated approagtiinance

Taken together, thesattors lockiow-incomehouseholds out of instling solar PV systems, even if
it makes economic sense for them to do so. This outcome is inequiiakieat:

1 Erergy prices are still rising wailow-incomehouseholdbudget pressures an@creasing

1 These peoplare more inclined toeside in lower qality housing, leading to higher energy
consumption and cost®r a given level of comfort (or volunidy forgoing this comforto
save moneyjelative to others, and this is worsened in a changing climate

1 AA 20 KSNJ K2 dza S Koz dtheriviseWeHicétReir éxpoSure Fehdi eRefyy costs
low-incomehousehotls are left to carry the ongoing fixedtwork costs across a shrinking
customer base.

Given the adverse welfare and environmental justmatcomes in unduly exposidgw-income

households to energy costs andated risks, there is a basis fdoing more to help these people.

This is compounded in that there are untapped energy concession budget savings, caused by a lower
investment in solar panels thamould be the case if the®e barriers were overcome

RECOMMENDATIONThat the stated problem is jointly agreed by state and local governments as
warranting shared effort in line with responsibilities, role and capacity to contribute to a solution.

1.2 Common acceptance of the problem

In this section, we review the extent that this problem is conceded by state and local government,
and by the household lending secfowe examine the level afction that governments have
committed to the present. We find that although implicit acceptaris somewhat commoiaction

thus far is limited and uncoordinatednd is not able to offer lower income households any options
to invest in solar that are immediately scalable and unambiguously beneficial.

5 See Directions Paper, p. 7.
5 See Directions Paper, pcq.
" See Directions Paper, p. 8.
8 This section reproduces andands on content from the Directions Paper, @ 8
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Stategovernment responses

The state governmet displayssome recognition of the welfare difficultiésat energy costs expose

to low-incomehouseholds. It recentlyequestd for Essential Services CommisgiaSClo review

the provisions protectindgow-incomeconsumers from undue hardshiptemmingirom energy

prices and the riskf disconnectionlt also has an ongoing and substantial concessions budget which
includes payments to alleviatew-incomehousehold§energy costs.

We note thatthe current government interventions solely rely on diraderaction with retail
market mechanisms:

9 The DHHS electricity and gas concessions grant rétigétailers ofeligible consumers (pension
OF NRZ KSIf K OF NiirsQolde&REholteysRo voldntadyNkeid digeount
of 17.5 % off theielectricity bills. This discount is appliafter accounting fobther retailer
discounts, solar creditgnd Commonwealth subsidies

9 The ESC hardship provisions provide directionsaatidns to regulate how electricity and gas
retailers treat their cosumers at risk of disconnectiowhile newer provisions seek to foster
innovation in how hardship is diminished, it still relies on the retailer as the agentict en
change despite an otherwise conflict with its interest to maintain and grow profits.

Given transformations and price trends in the retail energy market and the ongoing falling costs of
solar panels and related technologies, there is a case for the state governmaupport the

further evolution ofinstruments pathways angbartnershipsused to address the welfare irapts of
energy costs otow-incomehomes.

Sate government developments in renewable energy and climate change

State government is working towards a comprehensive commitment to renewable energy p
through its Renewable Enerdyction Plan (in development). While tlaetion plan is yet to be
released, the government has recently announced the plan to install a 40 % Victorian Rene
Energy Target (VRET), to be achieved by 2025.

The Victorian Government has also indicated an intention to better enable access to renew
energy for vulnerable ivd SK2tf Ra ONBFSNJ G2 / KIFLWGSNAE n
Renewable Energy Roadmap). However, policy detail is yet to be made public. With the rig
support, lowincome Victorians could materially contribute to the renewable energy target.

The Vicbrian Government has committed to zero emissions across the state by 2050. Princ
of environmental justice and equitable climate change mitigation /adaptation dictate that the
impacts on and contributions from losnwcome households need to laetivelyaccounted for.
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Further, instruments that carry a climate change mitigation or renewable energy investment
dimensior overlap with stated and emerging policy interests of the stateegoment, and should
be recognised for this ebenefit and policy dlivery dividend

As yet, we do not see actical evidence that the state government is connecting these two related
issues via its intervention framework. \Waggest that there is a cag@connectil K S alawt G S Q&
incomehousehold energy support with renewable energy and climate change priorities where there
are clear efficiency, effectiveness and welfare equity outcomes.

Local government responses

From the perspective of local governmetitere are precedents that legitimate a role foouncis
regarding energy costs, wider costs of living, and renewable enertpmweimcomehomes in the
context of climate changeithin their communities.

1 Manycouncik view climate change adaptation amitigation of sufficient importance to justify
membership witln a greenhouse IAance. This membership funds and resources climate
changerelated planningaction and representation on behalf obuncik at the regional scale
and enablsinitiatives notpossible at individuatouncillevel.

91 Further, some fiftyplus Victoriarcouncis have substantial and quantitative corporate emissions
reduction targets, which indicates the level of commitmeantincik have in this area, and the
importance they attachd being local leaders.

1 Local government Community Plans and Health and Wellbeing Plans place prominence on the
need to support wellbeing and build resilience for vulnerable members of their community,
including agedand disabilitypension citizens. In mgrcases, these Community Plans recognise
both the need to adapt to climate change, and the anpof population aging on demand for
welfare services and support.

1 Inthe Climate Change Memorandum of Understanding executed beta@encis and Victorian
Govenment in September 2014, the impt of climate change on vulnerable social groups is
recognised as an area of priority for future work. The MOU recognises that there are shared and
separate responsibilities between local government andncik in this aea, although
respective roles still need to be clarified.

Beyond these generalised indicators that local government has an interest in this space, there are
two recent programs that showouncii Q SYSNHAY3I RSRAOIFGA2Y G2 | &az2fd

Given the above point$, may be argued that local governments, both individually and at the sector
level, recognise the dual problem $ingliving costs and climate change iagis forlow-income
households in their community. Should a solution to this problem involve pisttiebetween state
and local governments, this would be in accordance with how state and local government have
historically worked together on this problem.

9 The Renewable Energy Roadmap is available at:
http://www.energyandresources.vicay.au/energy/sustainabkenergy/victoriasrenewableenergyroadmap
[accessed 21 April 2016].
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Darebin Solar $avers

LY wnanmnI GKS /AdGe 2F 5 NB0OAY Qaangfa fiearlN30®Ww-@S NB &
incomehouseholds to install.5 and 2 kowatt PV systems on their rooftops. Darebin funded its
scheme from its reserves and repayments are madmotancilvia the special rates mechanism. This
shows both that there can be a cleagr®fit to households that opt into the scheme, and that there

is a cleacouncilappetite to commit in this space. But as set out in the Directions Paper, there are

O

S
N>

a2YS (y2s6y OKIFffSyaSa (2 NBLI AOIGAY 3 inidkafion & OKSY S

to legislated overheads and the reliance@uncilcash reserves.

NEW ENERGY JOBS FUND PROJECASOLAR PV FORLOW-INCOME HOUSEHOLDS

This EAG#ed project seeks to instalip to 1,000solar PV oow-incomeand vulnerdle households
across22 municipalities in Victoria. The project is proposed to be led by Maroondah City Council
coordinated by the Victorian Greenhouse Alliances. Thaiivié will be delivered over twand-a-
halfyears and will:

I Test a model foscalng-up the use otouncilrates to provide individual loans to household
and recover costs through the rates system

9 catalyse privaténvestment within a community segment traditionally viewed as high risk
investors by establishing and evaluating partnership finance nsoalith the banking sector

9 establish a shared services approach to project implementation to enable access to ded
capability and reduce resource requirements and risksotancis. The approach will leverag
scaleeconomies in administration, procureant and governance, and (importantly) enable
participation bycouncik not otherwise able to offer this service to their residents.

New Energy Jobs Fund projegcSolar Rates program

[20Ff 3I2@0SNYYSydQa adlr{1S Ay (KA A&counisSthat avie Y 2 NB
signed on to a EAGAed pilot scale version of mw-incomeSolar Ratescheme(refer to box

below). This project is funded Byictorian GovernmentA range d commitment levelswill be

explored by thoseouncik, and the scheme will trial two financing mechanismslving direct

lending by banks and replication of the Darebin modi&is business caseiigended to inform the

LINE 2s&tlif t@ dlow futureexpansion and fulldow-incomehousehold participatiomver time

Similarly, ve alsonote that this piot will provide important empical informationto inform a
workable, scalable model. As the project was initially conceived for a fixed teawtivdfy and

limited offering to households, weelieve further augmentation iseeded to ensure both scalability
and unambiguoutonger termbenefitsto low-incomehouseholds across the state.
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Responsible lending

The retail lending sector sees that theseai need to offer finance products lmwv-income

households with term$avourable for onge energy investment. The bankagagedn this project

so fat®recognise that this need comes with a tension against their standard responsible lending
approachesand duty of care, which normallgrecludesthem from offering products with these
terms to that borrower segment

In net termsJendingneeds to be seen as a service tihmproves pwvate and public welfare, and this
inturnsupportsit KS & S O 2 Nierate. & inabflity tO &ffer aradequate response to the
welfare problem defined herenay beviewed asa sectoral failure

lender) FSSRoOoI O 2 yheyiview sate ABIEES dofetnmentisledsentigbartners to

help unlock access &uitabk private finance, especially in building to scale. That is, lenders are

willing tomove into the area if they can depend on interventions that support their delivery of

responsitte loan productsAt thesame timeji KS& SELISOG 32 @S Nysdeyfér (2 Wy 2
example by crowding out private lending through competing (as opposed to complementary)

servicesor by introducing undue red tape to a scheme that would otherwise unlock private finance

1.3 Common acceptance, needing a coordinated commitment

The discussion above shows that state and local governments both acknowledge and are interested
in resolving this problem fdow-incomeVictorians.The DELWP funded EAGA led pilot {egebox

in previous section) may be indicative of emergatgte suppat for a solution in partnership with

the local government sector.

Despite thisthe state government is yet to progress from acknowledging the problem to building
the most suitableand effectivesolution, and the leading examplesanftion by local govenment are
yet to coalesce into a scalable and sector wide approach that can confidently meet the needs of
more vulnerable Victorians. Lenders also see the issue at hand but are preventeactiom
unilaterally by sectoral constraints and in some casesir ihdividual lending ethos.

Granted the separate and complementary responsibilities, powers and relationships across state and
local tiers of government and the lender community, we see that there is a unique opportunity for
these sectors to work togetlié¢o overcome the unfair disadvantage facedidmy-income

households as the amgy sector undergoes transformation.

1.4 Empowering low-income households: a closer look

At the core of the problem statement, while there exists some supporofgrincomehousehdds in
Victoria to avoid hardships araimelioraterisks of disconnection from energy retis, this support
does notdeliveroptions for those householder®okingto access other energy pathways.

As a separate but related issuew-incomehouseholds also have fewer options to finance the
upfront investment needed to install solar PV systems and share in the benefits enjoyed by other
Victorians investing in renewable enerldye separatelyobserve that some households set out in

10 Refer to Appendix 2 for a list of persons consulted on this project to date.
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the Phase teport!! have additional complications and setbacksw-incometenants for example
that would require support and interventidmeyondthat setout in this business case.

From the standpoint of théow-incomehousehold, their present status is one ofatispowerment.
They do not have the sanexpandingoptions to choose from regarding their enenggsources as
other Victorians, and this lack of choiloeks them into an ongoing role of price taker for all of their
energy needs, even as retail energy anldestliving expenses rise in cost.

This position also makes their energy consuming decisions relatively marginal, compared to higher
earning households that can currently select across retail purchasing and onsite investment and who
will benefit from futule sectoral transformations in storage, local energy tradinga@her
developmentsLowincomehouseholds have fewema more marginal options, despitmme

support(such as energy concessipmich do not alter theipositionasless enablegbrice takers

As set out in the Directions Paper, this is neithéir nor an efficient approach to this welfare
problem. A preferred approach would see all Victorians participating in renewable energy
investment ifand whenit makes sense for them to do so. Argugbbwer income Victorians should
have the samabilitiesas others to pursue the least cost energy path available to them, given that
energy is legislated as an essential service and given the health, welfare and social and economic
participation that aférdable energy services brifg.

In this light, there is a moraind economiémperative across state and local governments and other
sectors with a proclaimed social licertoebetter empower these energy consumers. We are sure
that this can be achieveddth at scale and with definitbenefits to the household, but it rests on a
shared and coordinated approacha&otion. The clear longer termmajectory should be to

increasingly enablw-incomeVictorians to invest in renewable energg the bestpossibleterms.

1.5 The case for action

Given the needs set out in this section, there avincingcase to appropriately suppolow-
incomehouseholds investing in their own solar power systems. This support needs to align with
sound welfare economics, recognisexes of government and the private sector, agxisting
responsible lending standards.

It is also clear that coordinated commitment is needed across several sestset out irTablel. As
later sections in this business case will prove, the only way meaningful support can occur is if each
ASOU2NJ LIX Fea Ada NBaLISOGADS NARcioS. ' yR NBAYT2NDSa

11 See Phase 1 report, p. £20.
12 See Directions Paper, p. 6.
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Tablel: Summary of state and local goverant and lender interests, responsibilities and roles.

State government ‘

Problem recognition

Relatedresponsibilities

Potential role in a solution

Recognises the need to
include vulnerable household
in renewable energy
investment

Recognises that suppdidr
energy hardship needs
improvement

Recognises the need to
support vulnerable
households adapting to
climate change

Local government

|

Problem recognition

Legislates state welfare, local
government, climate change and
retail energy provisions

Manages energy concessions

Sets state renewablenergy and
climate change policy

Partners withcouncik through
targeted programs (e.g. VASP;
NEJF grants Community stream)

Oversees, manages and funds
state public housing

Relatedresponsibilities

Potential role in a solution

Reform to legislation to enable
renewable energy investment
by low-incomehouseholds

Make improvements to energy
concessions in line with modert
energy markeheeds

Technical guidance
Shared investment in a solution

Large scaleolar investor on
public housing stock

Lender derisking interventions

Commitments in Community
Plans, Health and Wellbeing
Plans, Environmental Plans

Greenhouse alliancactions in
energy and climate change

City of Darebin Solar $avers
NEJF Grants project

Private lenders

Problemrecognition

Delivery oflocal and regional
climate change and renewable
energy strategies

Small scale trials of innovative
funding forlow-income
households

Delivery of local climate change
mitigation and adaptatiomction
via VASP

Trusted advice to the community
on renewable enggy and climate
change

Relatedresponsibilities

Trusted promotion, guidance
and advice tdow-income
households concerning
renewable energy and finance
products

Source and/or intermediary for
no or low interest finance

Shared investment in a solutio

Potential role in a solution

Stated recognition that they
cannot supply products at the
terms required

Recognised gap in the marke
that they are constrained in
addressing by themselves

Responsible lending and related
activities
Development and brokering of

related financial products such as
green bonds

Revised product termis line
with a solution

Brokeringthird party finance

Services related to offloading
and managing debts in line with
tolerances
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2 Scale andfocus

Section 1 established that there exists a real problem in the lack of suppdotfeéncome

households with an interest in onsite solar PV systems, owing to the design of existing interventions
and barriers to accessing finance. A determinatiorkoAtd  LINEadefarl Yi<s@nificance to the
Victorian communitys set out below. file problem is material to the health and wellbeing of a
sizeable population of lessadvantaged Victorians, with inagts carried to the state budget.

2.1 Initial segment a nd scale

Given the problem as stated in Section 1, the business case Directionsfegeconfirmed the
problem exists at a significant scale in the Victorian communitte. Directions Paper followed the
Phase 1 report recommendatiétthat limited incomeowner-occupier pensioner households be
looked at first, as a reasonably well understooitial demographic that isuitable for support.

The Phase 1 report and the business case Phase 2 acknowledge that there afdewtimmome
households that are likely to be more in need than this group, although they may be more
challenging to quantify and to assist in the early years of support. In time, it would make sense to
expand out to tlese other groups and addreigeir separate bargrs as needs dictate.

Fromthe Directions Papeanalysis, it is conservatively proposed that at least 52,00@%-income
owner-occupierpensionerhouseholds are imacted today through not having the means to invest
in onsite solar PV systems. By 20#iis figure is at least 56,00 and this suggests thagovernment
intervention is warranted

RECOMMENDATIOGNLowincomeowner-occupierpensioner households are to be focused on as
the firstlow-incomehousehold group to offer support to, and to expand franistinitial base.

RECOMMENDATIGNThe scaled up support is able to offer funding termsaative to the
majority of owneroccupier pensioner households, for whom it makes economic sense to instal
solar PV systems. The program must be scalable andyckeareficial to suitable target households.

B This section refers to findings from the Directions Paper, , 1D.
1 See Phase 1 report, p. 17.
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2.2 Quantifying expected benefits

This business case is able to adapt the benefits model developed during the business case Phase 1,
to determine the scale of benefit to this initimw-incomehousehold group under a range of

support scenarios. In doing so, expected renewable energy investment and greenhouse gas
emissions results can also be derived.

The benefits modét, established through the Phase 1 business case, provides some usefusinsigh
built around quantifying the expected benefits of choosing to invest in solar PV at the individual
household level to a preferred number of households (i.e. 52,000). The model attempts to
charmcterise the electricity consumption profiles of differenps oflow-incomehouseholds,

including the current and initidbw-incomefocus aroundwner-occupierpensioners.

The project team applied the Phase 1 modellfav-incomepensioner householdwith a view to
determine the scale of benefit achievable fasuseholds signing ontolaw-incomesolar program.
The following settingsvere usedand foundeal on the accompanying reasons:

1 Retail tariff before installing solar set at 30 ¢ per kWh, based on independent advice on
standard ongoing tariffs (i.e. napplying market discounts) applied to the target segmént

1 Retail tariff after installing solar equalised with the tariff used before installation, to avoid
results being unduly affected bgtail pricefactors outside investment in solar

1 Feedin tariff setat 5 ¢ per kWh, in line with the most recent ESC determination

1 Sdar energy export ratio set between a range of 23 %8QA®%, based on advice provided by
a9C[ YR RNIgy FTNRY |ylfeasSa 2 ¥ (bithosgtha®af I NI bl f
this varable is dependent on individual household circumstances)

1 Businessasusual average daily electricity consumption for each household revised to 12.1
kwh, based on advice provided by MEFL and drawn from analyses of the Solar $avers
LINE IANF YQa ®3MMROIBI Ry EZdZAYRADARdzZ f K2dzaSK2f RaQ

1 PV system price and performees for 2 kilowatt systems includidgfault settings (i.e.
$3,350 purchase price; 2.02 MWh p@&ar generation)and settings most recently
considered by City of Darebind$35 purchase price; 2.68 MWh per year generation)
although it is recognised that other values can substantially affect results

The model (wittsubsequenterivationsreflecting the specific consumption of 12.1 kWh per day)
generated the following resust(refer to Table2).

% View the benefits model dittps://eaga.com.au/projects/solarates/

{88 F2NJ SEIF YL ST {lGcEayOSYyUA RIAYHIAE EQFCcKSMpPD al O Af 6
https://www.vinnies.org.au/icms_docs/228265 National Energy risda - Still_Winging_It.pdfaccessed 5

September 2015].
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Table2: Annual benefit to household in applying terms to the Phase 1 model as abovegctwtirfg inconcessions.

Defined Baseline retail | Loan Postsolar Export Net annual
interest rate cost repayment retail cost revenue benefit
0% $1,325 $335- $364 $706- $862 $26- $33 $161- $286

Factoring concessions into the expected benefit

While the derivation above is instructive, refinements to the estimated benefit need to account for
LISy aA 2y Olk&lyRccés2td tReSONEN®NWealth and state electricity concessions
allowances. We need to ensure that the comparison illustrates thewaddition of solar PV provides
benefits against the current electricity costs in@dy including the concessions thatypical

pensioner is entitled to receive from the government. These include:

1 A capped Commonwealth concession of $171 per.year

T A 175 % discount on concession household electricity costs, after accounting for the
Commonwealth concession and any solar credits.

As far as we can determine, the benefits model from Phase 1 does not assume the householder is
eligible for an energy concessitmom the Commonwealth or Victorian government nor applies a
proportional concession on the basis of expected electricity consumption as a function of the model
itselfl’” Forthe purposes of illustrating thguantumof benefitswhen appliedo a state scale

(52,000 households), we assume the average pensionweer-occupierhousehold las an average

daily demand of 12.kWh, with an annual electricity biif $1,325 Table3 illustratesthe application

of Commonwealth and state electricity concessions to derive an ageragual cost of electricity of
$951 to the household

Table3: Effect of concessions on annuadividual and sectoral energy costs.

Average pensioner household current situation (no solar PV)

With State Concession
With 17.5 % reduction
Less$202

Annual Retail Electricity Cost| With Commonwealth Concession
$1,325 Lesspl72

$1,153

Annual cost ofretail electricity after concessions is $951
$68.9million - $8.9 million Apply 17.8%reduction
$60.0million - $10.5 million

Annual cost of retail electricity afteconcessions is $49.5 million.

17 Further targeted engagement around a refined model to incorporate electricity concession benefits may be
discussed with the author of the Phase 1 report post submission of this report.
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Now utilising the Phase 1 benefits model, we assume that same average household chooses to
invest n a 2 kW system as per the settings stated earkerther, we assume they live in Darebin

and take advantage of the SoRates scheme, which means they will pay $885364per year (for

ten years with cost dependent on system deployeda their rates to theouncilto payfor the Solar

PV system, and $86#r year to the energy retaildpre-concessionso pay for gridelectricity. They

also receive annual solar credits totalli®gl to$33 (dependent on energy generated and amount
exported) Table4 showsthe applcation of Commonwealth and State Concessions to give an annual
cost of electricity obetween $774 an&877.

Table4: Costs to dow-incomehousehold (with concegsns)investing in a 2 kW system with a 0p%.loan over ten years.

Average pensioner householgwith 2 kW solar PV

Annual Retail Electricity Cost| With Commonwealth Concession| With State Concession

$706- $862 Lessp172 With 17.5 % reduction after
solar credit of $33
$534-$690 Less $93%$115

Annual cost of retaiklectricity after concessions is $441 to $575

Plus $33%r $364as annual investment cost of Solar PV system (with 0 % p.a. interest rate)
Annual cost of electricity i$805 t0$910
Deducting solar credits dd31 to$33 gives net cost of electricity dfetween $774 and$877

Based on these estimatghe immediatesavings to the householder are significaflte household
electricity cost is reduced from $951 between $774 an®877, i.e. $740 $177saved per year.
However, we note this is a signifitadownwardsrevisionof $87to $109againstthe original Phase 1
result of $161to $286peryear(from Table2), whereconcessions were omitted from the analysis.
In effect, the difference of $8i $109represents the windfall gain to the state for each system
installed, i.e. payin§93 to$115 in oncessions post solar installation, relative to the baseline of
$202. We note that the statmayinadvertentlystandto benefit more than the household for the
duration of the loarunder some of théndicative scenariehere,yet does nosubstantivelybea the
risk orthe funding costsarriedby the household.

Should these perceived risks and funding costs outweigh the perceived benefits (not as modelled
here, but as judged by the householder), the household will not proceed with investing, such that
neither the state nor the householddinancially improvesand both remain fully tethered to retail
costs.Based on City of Darebin advice that a net annual benefit of around $100 is considered the
minimum level needed for strong community participation ammhfidence that the program will not
lead to participants being worse off, the nature and level of any support, and program recruitment
and vetting methods will need to be well designed and delivered to a high standard.

The level of thestate benefit at vaious scales of program deliveryastlined inTable5 below,
presentedwith the capital valueof and annual repayments for threnewable energy systems
installedacross thenumber oflow-incomehouseholds imolved inthe program.
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