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EXECUTIVE SUMMARY

The 2025 Price-Regulated Retail Service Price Determination (2025 Determination) comes at a
time of continued large electricity market reform, major restructuring of supply sources into the
National Electricity Market (NEM) and large distribution and transmission cost additions.

Tasmanians, like their counterparts in other states have also faced increased cost-of-living
pressures in recent years. The aftereffects of the COVID-19 pandemic have flowed into a period
of high inflation and interest rates. These indicators appear to be turning and Tasmanian
consumers have been supported in recent years by generous energy bill relief payments from
State and Federal governments.

Electricity bills are clearly a part of everyday household expenses that customers face. Despite
having the lowest regulated prices in Australia, Aurora Energy is cognisant of the difficulty being
felt by some homes and businesses across the state in meeting these expenses. These consumer
challenges are uppermost in our considerations as we engage with the Tasmanian Economic
Regulator (Regulator) on price outcomes to be applied in this new determination period.

It is important to note that the retail costs to be assessed by the Regulator in the 2025
Determination only amount to approximately 12 per cent of a customer’s bill. All other
components are effectively ‘pass through’ costs that Aurora Energy has little to no control over.
For example, in the reset of prices on 1 July 2024, network charges made up 42 per cent of the
bill and wholesale charges made up 32 per cent. Both of these components have been material
drivers of price changes in recent years whereas retail costs have predominantly remained static.

Despite it having one of the lowest contributions to the price stack, Aurora Energy has the
greatest ability to help customers manage and mitigate the impacts of electricity bills. In an
environment where Aurora Energy can appropriately recover its costs and receive a fair market
margin, it will be able to continue its current level of significant support to customers through
both direct financial assistance, targeted programs and broader community partnerships as well
as delivering increased customer service standards and product choice. Tasmanians expect a high
level of service from Aurora Energy, particularly as it is owned by Tasmanians and solely based in
Tasmania.

Aurora Energy is committed to supporting the price investigation process hence, this submission
provides material information to support the ongoing examination of the two key retail cost
components of Cost-to-Serve and Retail Margin. Noting there remains uncertainty of
methodology to be applied to numerous key elements, Aurora Energy has also provided
pertinent facts to these key points for the Regulator to consider.
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A summary of the Aurora Energy proposals contained in this Preliminary Submission are as
follows:

Aurora Energy Position

Consistent with regulatory trends, Aurora Energy has performed its benchmarking
over Retail Operating Costs (ROC), being the combination of costs to serve (CTS),
costs to acquire and retain customers (CARC) and bad debt expense.

Cost to Serve

e Aurora Energy considers the appropriate benchmark to be $196 per customer,
consistent with the Retail Operating Costs (ROC) of non-Big 3 retailers reported in
the ACCC Inquiry into the National Electricity Market: December 2023 report.

e Aurora Energy considers that an efficiency factor should not be applied, as they are
not applied in other regulatory decisions and recent observable data from the ACCC
Inquiry into the National Electricity Market: December 2023 report demonstrates
that retailer’s costs are increasing.

e Aurora Energy has provided the Regulator with access to its detailed cost model,
noting this is commercial in confidence information, as well as the cost allocation
manual.

e Aurora Energy proposes the Regulator adopt an ‘Expected Returns’ approach that
provides for a more robust, stable and predictable assessment of the return
required to cover inherent systematic risk.

Retail
Margin

e The use of the expected returns approach is consistent with recent regulatory
precedent. (Independent Competition and Regulatory Commission (ICRC)
determination for the 2024-27 regulatory period).

e Any fixed component of retail margin should be set with reference to contemporary
cost stacks, which are more reflective of long-term averages, to avoid the outcomes
of the 2022 Determination where actual retail margins fell well below the
benchmark the Regulator deemed appropriate.

e Aurora Energy supports the use of benchmarking to set the Retail Margin, and
considers a retail margin benchmark of 5.5 percent, consistent with the ICRC and
the Default Market Offer (DMO) mid-point, to be appropriate. However, should the
Regulator not allow the full pass through of Unaccounted for Energy (UFE) and
Basslink Regulation costs, Aurora Energy will seek a higher allowance to compensate
for the additional losses imposed on the business.

e Since the introduction of Global Settlements, the Australian Energy Market

Unaccounted
Operator (AEMO) has separated the impact of UFE on retailer’s invoices.

for Energy

e AEMO allocates UFE to market customers in each local area, pro-rated based on
their “accounted-for” energy.

e An outcome where UFE is not recoverable in the regulated cost stack goes against
the intent of the Global Settlements Rule Change given all retailers in the market
can now reliably quantify the impact of UFE, whether positive or negative.

e Aurora Energy recommends the Regulator allow for the pass through of UFE as part
of the Ay element of the NMR calculation. This will ensure transparency of a market
applied calculation that may rise and fall over a multi-year period.

e Aurora Energy is seeking the pass-through of UFE over the 2025 determination
period, as well as the pass through of UFE in relation to Period 2 and Period 3 of the
2022 Determination in line with the unders and overs for all other AEMO and
ancillary charges.
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e Transmission network economic price regulation is highly prescribed and is
delivered by the Australian Energy Regulator under the National Electricity Laws and
Rules with a range of tests and structures employed to ensure these are efficient
and prudent costs.

e This regulation is established on the basis that costs associated with regulated
assets such as Basslink flow though Co-ordinating Network Service Providers
(CNSPs), such as TasNetworks, and are appropriately assigned to authorised
retailers operating in Tasmania.

e Consequently, costs related to services such as Basslink should be appropriately
recovered from all electricity customers in Tasmanian retail prices.

e Aurora Energy’s preferred methodological option for calculating the WEP is the

Wholesale
current method and does not support a change to a ‘No Future Price Method.’

Energy

o Volume weighted costs to hedge the Tasmanian small customer load profile are fully
reflected in the WEP calculation.

e Aurora Energy is not supportive of any change to the WEP methodology that comes
into effect prior to 1 July 2027 at the earliest.

e That the Regulator notes its obligations under the Electricity Supply Industry Act
1995 (ESI Act) reflect that the focus of consultation on changes to the Wholesale
Electricity Price (WEP), timing of changes to the WEP, and risks, should be with
Aurora Energy.

e late payment fees in comparable retailers and industries are materially higher than
the Aurora Energy late payment fee that has not altered for over two decades.

e Aurora Energy proposes an amended late payment fee of $12.

As part of its preparations for the development of its Regulated Tariff Strategy, Aurora Energy
will be following its 19 August 2024 public forum, with further targeted consultation on key
elements of the Regulated Tariff Strategy in late 2024 and as part of the remainder of the price
investigation process.
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1 PURPOSE AND APPROACH

This submission to the 2025 Price-Regulated Retail Service Price Determination (2025
Determination) price investigation has been prepared to assist the Regulator’s setting of
Aurora Energy prices that will apply to regulated residential and small business customers
from 1 July 2025.

Based on the Regulator’s Review of the Approach to Regulatory Retail Electricity Prices — Final
Methodology Paper (Final Methodology Paper), released on 3 October 2024, the 2025
Determination will apply for a three-year period and will reset the value at which Aurora
Energy charges for its costs and services.

Aurora Energy provided a submission to the draft version of the Final Methodology Paper that
outlined a number of key positions on the approach and method for the Regulator to
undertake in calculating a Final Determination. However, it is noted that the Final
Methodology Paper leaves unresolved many of the key retail price cost component
methodologies with these to be clarified as part the Regulator’s Draft Determination, due
21 February 2025.

Given the material degree of uncertainty with the methodologies underpinning the price
investigation process, this ‘Preliminary Submission’ will further articulate Aurora Energy’s
view on the method and approach for the calculation of the final 2025 Determination,
currently due in early May 2025.

As outlined above, Aurora Energy is committed to supporting the price investigation process
and the Regulator in reaching an informed and well considered position. Hence, this
submission provides material information to support the ongoing examination of the two key
retail cost components of Cost-to-Serve and Retail Margin.

Looking forward throughout the price investigation process, Aurora Energy is seeking
evidenced based outcomes from the 2025 Determination with clear decision logic based on
multiple credible sources. Additionally, that the key outcomes of the 2025 Determination and
its price investigation should be focussed purely on the retail components applied to Aurora
Energy which, represent only 12 per cent of the overall cost stack for retail prices.
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2 CONTEXTUAL DRIVERS

Shaping this Submission and Aurora Energy’s overall approach to the 2025 Determination is a
highly complex and challenging environment for both Aurora Energy and its customers. This
is as follows:

Market volatility and
Risk

Recent years show the
NEM as a volatile market
subject to global and
environmental forces that

can affect prices.

Cost of Living Pressures

Energy customers are
currently experiencing
heightened cost of living
pressures.

Price Pressure beyond
Aurora Energy

Retail costs represent

Retailers need support
to help customers

Retailers are best
positioned to help
customers manage
cost of living pressures
but first need to be
sustainable.

12% of the price stack
yet, the key cost drivers,
network and wholesale,
remain beyond the
Regulator’s control.

Customer Expectations
are Changing

Customers expect more
tailored, digitalised
services that cater to a
wider range of energy
choices.

2.1 COST OF LIVING PRESSURES

Tasmanian electricity customers continue to experience some of the lowest electricity prices
in Australia, yet their energy bills remain relatively high compared to other jurisdictions and
challenging to manage.1

Despite historic low regulated prices, energy affordability issues persist under the
environmental and structural challenges placed on consumers within the Tasmanian
electricity market. These distinct challenges, while not new, when compared to those on
mainland Australia, in particular cold winters and a lack of inter-model fuel competition due

1 Comparison of Electricity and Gas Prices Available to Small Customers in Australia, October 2023
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to the low availability of reticulated natural gas, as stated by the AER: “Electricity usage is
highest in Tasmania ... Tasmania has particularly low gas penetration for households.”?

These challenges are compounded by other factors such as Tasmanian household stock being
generally older and of a lower standard when it comes to energy efficiency. Further, with over
a third of Aurora Energy customers receiving a concession, there are segments of the
Tasmanian customer base that require a high degree of support when managing the payment
of their electricity bills.

Because of these circumstances, Tasmanians can experience some of the highest energy bills
in Australia. This creates an environment whereby ongoing retailer support for customers,
that provides solutions to a range of drivers for consumer vulnerability is critical.

2.2 RETAILERS NEED HELP TO SUPPORT CUSTOMERS

As the Regulated Offer Retailer in Tasmania, Aurora Energy provides several critical market
support functions for all residential and small business customers.

Through Aurora Energy’s Your Energy Support Program (YES Program), vulnerable electricity
customers are provided targeted and proactive assistance to help them manage both short-
term and chronic bill payment difficulties.

In 2023-24, Aurora Energy provided vulnerable customer support and community assistance
across a range of programs including:

e Waived $247,000 in outstanding energy charges as part of our debt forgiveness
program.

e Provided over $550,000 to customers as incentivised payment plan instalments as part
of the Aurora Energy Customer Support fund.

e Invested over $400,000 in partnerships and donations to support worthwhile projects
and causes, including a new multi-year, $70,000 annual agreement with Variety
Tasmania to become the founding partner of its Variety School Breakfast Club.

e Supported the Energy Saver Loan and Subsidy Program delivered by the NILS Network
Tasmanian and supported by Aurora Energy and the Tasmanian Government. Since its
inception, Aurora Energy has provided over $3.2M to NILS. The initial NILS contribution
of $300K in 2002 has been leant and repaid to the community eighteen times since.

e Launched the Power People Project alongside TasNetworks and the Tasmanian Men’s
Shed Association, with the aim of increasing energy literacy within the community.

Aurora Energy undertakes these initiatives in recognition of the need to support Tasmanians
and the significant proportion of its customer base that relies on community organisations to

2 AER Annual Retail Markets Report 2022-23, p 42
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support their day-to-day lives. These are significant support contributions in the context of
overall Aurora Energy financial outcomes.

In an environment where Aurora Energy can appropriately recover its costs and retail margin,
it will be able to continue its current level of significant support to customers through both
direct financial assistance, targeted programs and broader community partnerships. The
Tasmanian community expect this level of support and behaviour from Aurora Energy in
looking after our own as proud Tasmanians.

Aurora Energy recognises that governments and regulators alike have taken action to
implement both short- and long-term solutions to assist customers in managing high bills and
cost of living pressures. Whether this be through rebates and consumer protection regulation
enhancements, the combination of these measures with those of Aurora Energy are critical to
not leaving Tasmanians behind.

However, it is through retailers that customers have a direct operational relationship. This
uniquely positions retailers as the best party to deliver bill payment difficulty support.

2.3 CUSTOMER EXPECTATIONS ARE CHANGING

Energy retailers are being required to transform their businesses in order to meet regulatory
obligations, remain competitive, provide value, meet changing customer expectations
(particularly related to consumer energy resources (CER)) and achieve cost efficiencies from
increased digitalisation. Technological changes through the greater use of mobile devices and
increased customer connectivity create an expectation of a modern and tailored service
response.

Customer engagement is increasing, and Aurora Energy has seen a marked increase in the
demand for broader customer services over the past three years. Given the changes in
customer expectations and digitalisation of customer services, Aurora Energy has commenced
a process to reshape the way it does business with a core focus on further improving the
Tasmanian customer experience.

When dealing with any type of retailer, customers expect a personalised, value adding
experience, provided both digitally and via traditional channels. Australian businesses are
evolving to reflect these expectations with the cost and service requirements placed on energy
retailers increasing every year.

Technological changes through the greater use of mobile devices and increased customer
connectivity create an expectation of a modern and tailored service response. Aurora Energy
is aware of these expectations and is continually adapting and innovating to ensure it stays
relevant and valuable to its customers.

aurora+ has been a game changer for thousands of Aurora Energy customers in helping them
manage bill shock, grow their understanding of their energy usage, transact digitally at any
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time and access energy cost saving programs. With over 100K customers now signed up to
aurora+, it is clear that visibility of energy use, greater payment options and access to
customer service tools, all in digital form, is the preferred method of engagement for a large
segment of customers. aurora+ customers continue to experience lower levels of bill shock
and it has become a key tool for vulnerable customers to utilise in addressing any systemic
budget and energy challenges.

The newest aurora+ feature, Power Hours, has been developed to get customers further
interested in their power usage. Power Hours provides access to uncapped free electricity to
aurora+ customers in their chosen timeslots. It also helps customers understand their energy
use from hour to hour, which in turn helps them better manage their energy bills. Since its
launch in January, Aurora customers have saved approximately $461,000 over a total of 1.1
million free hours.

2.4 PROJECT, REGULATORY AND IT COSTS ARE INCREASING

Aurora Energy’s operating environment continues to change at pace, with regulatory, policy
and market developments having the potential to impact the capacity for Aurora Energy to
not only achieve its strategic outcomes but also remain a sustainable ongoing business.

By operating in a national market, Aurora Energy is subject to national reform projects and
programs that can vary in size, impact and regularity. Since the 2022 Determination there has
been a continued upswing in national market reforms with varying rule changes directly
impacting Aurora Energy operations with a number of these driving material and large-scale
operational change. Consequently, Aurora Energy now bears a larger and more onerous set
of regulatory obligations that reflects a trend of increasing level of risk being borne by retailers
across the NEM

e The Consumer Data Right (CDR) is the largest system and data change to be delivered
by retailers since the commencement of Five-minute and Global settlements rule
changes. Like the market settlement reforms, CDR is a multi-million-dollar reform
program that is impacting all energy retailers (and banks and telephony providers). The
benefits versus high cost of implementation in the CDR project remains unclear at this
point and the cost prohibitively impacts retailers with smaller customer bases. The CDR
obligation is a strong example of the ‘one size fits all’ approach that fails to appreciate
and reflect the realities of smaller retailers and support for true market competition.

e Consumer Energy Resources is shaping up to be the next key growth area in customer
infrastructure that will impact retailer services and systems. There are already new
rule changes in place to support the propagation of CER including the AEMC Flexible
Trading Rule Change.

e The Accelerating Smart Meter Deployment Rule Change will require further effort to
implement, with a number of new obligations on retailers in addition to the current
roll-out in Tasmania.
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e To keep pace with the fast-changing market, AEMO has multiple projects in train to
reform and update market platforms.

e Looking forward, there are a number of AEMC rule changes under consideration with
six new retail focussed reforms proposed for energy retailers by the Federal Minister
for Energy, alongside market driven reforms to key provisions in the retail framework
such as life support rules and providing consumers access to real time data.

When it comes to information technology and cyber security spending, Aurora Energy is facing
the same challenges experienced in the energy sector and broader globally. The trend in IT
costs is marked with an 8 per cent increase from 2023.3 Cyber security and risk management
costs have also increased by 11.3 per cent.*

All these changes demonstrate that the Australian energy market is under a constant state of
review and development, with a number likely to come at considerable cost. Aurora Energy is
challenged in its capacity to tackle future energy market challenges in the same manner as a
large, diverse or integrated energy business. These constraints and risks shape Aurora
Energy’s ability to develop and manage its information technology and business infrastructure
as well as its services designed to support customers.

2.5 COMPETITION

Since the commencement of full retail competition in Tasmania in 2014, the market has
actively developed and there are now seven active retailers providing market offers to both
residential and small business customers.

Aurora Energy has responded to increased competition by improving the Tasmanian customer
experience, prudent cost management and the provision of tailored products to drive strong
customer outcomes.

Whilst the retailers active in the Tasmanian market are typically ‘second tier’ retailers,
Tasmania remains an open prospect for all mainland retailers to consider, particularly
following reintroduction of price regulation in a number of jurisdictions. National
authorisation for retailers under the National Energy Retail Law (NERL) alongside the
Tasmanian Wholesale Contract Regulated Instrument (WCRI) ensures regulatory and
wholesale energy barriers are broadly consistent with other NEM jurisdictions.

Hence, Aurora Energy remains exposed to the threat of existing and potential new
participants. Aurora Energy expects further increased competition to come from not only
traditional energy retailers, but also from new and emergent business models that may be
incentivised to enter and disrupt the market.

Shttps://www.gartner.com/en/newsroom/press-releases/2024-04-16-gartner-forecast-worldwide-it-
spending-to-grow-8-percent-in-2024
“https://www.gartner.com/en/newsroom/press-releases/2022-10-13-gartner-identifies-three-factors-
influencing-growth-i
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For the 2025 Determination, Aurora Energy proposes the Regulator remain consistent with
previous approaches and provide reasonable recognition of competition costs within the
broader assessment of the CTS.

2.6 MARKET AND VOLATILITY RISK

Recent years have proven the NEM to be a volatile market that presents risk to each market
participant. Aurora Energy is not immune to this increasingly deep risk environment. Global
factors such as the war in Ukraine and constraints on gas supply appear detached to the
Tasmanian market but have acted as tangential drivers of instability in recent years.

The NEMs transition to one with increased variable renewable generation means that weather
will have an increasing role in driving market outcomes resulting in increased levels of market
volatility. Market volatility will be further challenged through the structural change in supply
certainty, lack of required deep energy storage options and continued market dysfunction
from interventionist energy policies. The Tasmanian market by way of physical
interconnection will not be immune from realising this increased level of volatility.

The form of retail Regulation in Tasmania means that Aurora Energy faces an arguably higher
level of risk than competing retailers. This is because only Aurora Energy is regulated and is
obliged to offer regulated prices to all customers, irrespective of how volatile market
outcomes may be. On the contrary, other retailers have no obligations to provide default
standing offer rates as they are in other NEM jurisdictions under VDO and DMO regulatory
frameworks. In effect the Tasmanian pricing regulatory framework only applies to Aurora
Energy and acts as the Regulated Offer Retailer. By comparison to mainland retailers, Aurora
Energy faces risks and constraints on its activities that do not apply to other retailers and
impact its ability to defray costs and achieve economies of scale.

The further elements of risk and how they impact Aurora Energy is discussed in Section 4.4.
2.7 PRICE PRESSURE BEYOND AURORA ENERGY

A key concern for Aurora Energy in the price investigation for the 2025 Determination is that
the impacts of the movements in the price stack are only revealed when the final retail price
is set, even though these impacts may have been accruing all throughout the prior year. This
can create an environment where stakeholders and customers believe that retailers and those
who regulate them are responsible for all the components of a bill, where this is not the case.

Producing customer focussed outcomes within the 2025 Determination is essential to
managing customer energy affordability. Aurora Energy plays a key role in producing the tools,
services and outcomes that continue to enable downwards pressure on customer energy bills.

However, it is important to note that in energy bills, retail costs only constitute 12 per cent of
the total bill. Wholesale energy costs and network charges remain the highest contributors
to customer bills and are by far the key drivers for recent price increases of 11.8 per cent in
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2022 and 9.5 per cent in 2023. In 2024 prices increased marginally by 0.5 per cent which saw
wholesale prices fall by 16.6 per cent but saw network costs increase with increases between
10 to 21 per cent on network tariff rates, hence negating the wholesale drop. It is important
context to note that with Aurora Energy representing 12 per cent of the retail customer bill, a
material decrease or increase in Aurora Energy costs will trigger a very minor alteration in
overall prices. For example, a 5 per cent decrease or increase to the Aurora Energy component
will only change retail prices by 0.6 per cent.

Whilst retail prices announced annually are the end point for the cost stack, their
determination mush be undertaken in isolation of other cost components that are set and
determined outside of the 2025 Determination process. This is particularly relevant when
single cost components can increase dramatically in intervening periods, such as was the
recent case with network charges.
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3 AURORA ENERGY’S COST-TO-SERVE

Key messages:

e Consistent with regulatory trends, Aurora Energy has performed its benchmarking over
Retail Operating Costs (ROC), being the combination of costs to serve (CTS), costs to
acquire and retain customers (CARC) and bad debt expense.

e Aurora Energy considers the appropriate benchmark to be $196 per customer,
consistent with the Retail Operating Costs (ROC) of non-Big 3 retailers reported in the
ACCC Inquiry into the National Electricity Market: December 2023 report.

e Aurora Energy considers that an efficiency factor should not be applied, as they are not
applied in other regulatory decisions and recent observable data from the ACCC Inquiry
into the National Electricity Market: December 2023 report demonstrates that retailer’s
costs are increasing.

e Aurora Energy has provided the Regulator with access to its detailed cost model, noting
this is commercial in confidence information, as well as the cost allocation manual.

3.1 OVERVIEW

Aurora Energy’s proposed CTS allowance is an integral part of its submission as it provides the
mechanism to recover the ongoing operating costs to service Tasmania’s small customer
segment. As such, the CTS allowance is a critical component of the 2025 Determination and a
key contributor to the ongoing sustainability of Aurora Energy.

This part of the submission provides details of Aurora Energy’s costs under the cost build-up
and benchmarking approaches outlined in the Regulator’s Final Methodology Paper.

To support its submission on CTS allowance, Aurora Energy engaged Frontier Economics to
undertake benchmarking analysis.

3.2 EVALUATION OF AURORA ENERGY’S COST-TO-SERVE

As outlined in the Regulator’s Final Methodology Paper, consideration will be given to two
approaches in recommending an appropriate CTS allowance for Aurora Energy:

e Bottom-up Build applying a cost allocation methodology to allocate expenditure to the
regulated standing offer segment and then applying a ‘base-step-trend’ approach where
base year costs are representative of future costs and/or are adjusted for future changes
in circumstances and operating environment changes, to develop a forecast for the
efficient per customer CTS.

e Benchmarking to allowances or evidence from other jurisdictions to ensure the bottom-
up CTS allowance reflects the costs of a benchmark entity servicing standing offer
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customers. Whilst a range of benchmarks have been provided, Aurora Energy considers
the base benchmark of non-Big 3 retailers reported in the ACCC Inquiry into the National
Electricity Market report, that the Regulator used in the 2022 Determination, remains the
most appropriate benchmark.

In this submission, Aurora Energy will only be providing a view on the benchmarking aspect of
the Cost to Serve (CTS). Separate to this submission, Aurora Energy will provide the Regulator
with access to its detailed CTS model, noting this is commercial in confidence information.

The following sections provide further information on the benchmarking outcomes when
assessing Aurora Energy’s Cost to Serve.

3.3 BENCHMARKING

Aurora Energy has undertaken benchmarking analysis with reference to both regulatory
evidence (i.e. allowances set by regulators in other jurisdictions and previous determinations
by OTTER) and market-based evidence, being actual retail operating costs (i.e. as reported to
the ACCC). The rationale for using relevant benchmarks is that for markets with similar
regulatory, policy and cost structures, retailers would be expected to have similar efficient
costs.

Aurora Energy’s benchmarking analysis looks at the comparable regulatory retail operating
cost (ROC) allowance, being the combination of cost to serve (CTS), cost to acquire and retain
customers (CARC) and bad debt expenses that were historically split out in regulatory
decisions. Analysing ROC is in line with the recent approach of the ICRC, which noted:

“Given the difficulties with comparing the individual components of retail operating
costs across different sources, we proposed using an aggregate benchmark and
cross-checking that benchmark with total retail operating costs for ACT retailers...

These benchmarks all include CTS, an allowance for CARC and bad and doubtful
debt.”

The Essential Services Commission (ESC) is the only regulator that still specifies a separate CTS
and CARC allowance, which have been combined by Aurora Energy for the benchmarking
analysis in Figure 3.1.

Noting all amounts are displayed in SFY24, Aurora Energy’s benchmarking analysis in Figure
3.1 shows that:

e the most recent regulatory allowances in other jurisdictions and actual retail
operating costs, as reported by the ACCC, materially exceed the allowance Aurora
Energy currently receives under the 2022 Determination; and

5 ICRC, Retail Electricity Price Investigation 2024-2027, May 2024, p. 42
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e All benchmarks have increased in recent years with the exception of OTTER
(Tasmania), which has declined over the past three years as a result of the application
of a 3.4 per cent efficiency factor (not typically imposed in other jurisdictions).

Figure 3.1: Recent Retail Operating Cost (ROC) allowances (FY24 $)

ROC allowance ($FY24/customer/annum), ex. GST
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Note: The AER allowances reported are the simple average of the retail costs estimated by the AER exclusive of smart meter costs
and inclusive of bad and doubtful debts for each of the 5 networks covered by the DMO, exclusive of GST and weighted to Aurora

Energy’s Standing Offer customer base (residential 89%, small business 11%).

In its 2022 Determination decision, the Regulator relied heavily on the ACCC Inquiry into the
National Electricity Market report, broadly benchmarking Aurora Energy against the combined
CTS and CARC allowances for non-Big 3 retailers. The below Table 3.1. outlines the CTS and
CARC allowances as reported in the most recent ACCC Inquiry into the National Electricity
Market: December 2023 Report, which Aurora has combined to present a ROC comparable to
the regulatory benchmarks noted above.
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Table 3.1: Non-Big 3 CTS and CARC Real $FY23, excluding GST

2020-21 $123 $69 $192
2021-22 $116 $68 $184
2022-23 $122 $67 $189

Source: ACCC, Appendix C Supplementary Table C8.6a and C8.8a, Inquiry into the National Electricity Market: December 2023
Report, December 2023

Noting the above table is in SFY23, when converting to SFY24 the most recently observable
non-big 3 benchmark of 2022-23 in the ACCC reporting is $196 per customer. This exceeds the
current observable regulatory benchmarks, demonstrating the actual costs of operating a
non-Big 3 retailer on average far exceed Aurora Energy’s current allowance for Period 3 under
the 2022 Determination of $162 (SFY24). This comes as no surprise to Aurora Energy given the
increased demands on retailers in relation to data handling, cybersecurity, regulatory changes
and bad debt. Never-ending productivity gains are clearly unrealistic.

3.3.1 Accounting for Local Factors

Aurora Energy considers there are a number of local factors that increase Aurora Energy’s
operating costs.

a) Economics of scale and scope

Aurora Energy is a relatively small energy retailer with approximately 270,000 standing
offer customer connections. Further, Aurora Energy’s inability to operate beyond the
Tasmanian market limits potential cost advantages from economies of scale. This is in
contrast to larger NEM retailers that have the capacity to spread fixed costs over a
larger customer base (i.e. economies of scale) and spread costs over a wider range of
operational activities (i.e. share marketing costs for gas and electricity, shared
corporate costs for vertically integrated (‘gentailers’).

As an example, the majority of customers that drive the ROC per customer included in
the non-Big 3 analysis in Table 2 sit with much larger, sometimes vertically integrated
tier 2 retailers. Furthermore, almost all other non-Big 3 retailers operate in jurisdictions
where customer debt is less prevalent and are not required to be the Regulated Offer
Retailer that incurs the additional burdens of supporting all customers. Table 3.2 below
demonstrates where Aurora Energy sits in terms of national market share,
demonstrating that Aurora has access to less economies of scale and scope than the
larger non-Big 3 retailers that make up more than half the weighting of the ACCC’s ROC
per customer for non-Big 3 retailers.
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Table 3.2: NEM Market Share by Retailer®
Retailer Market Share Comments

Origin Energy 26.3%
AGL 22.3%

EnergyAustralia 14.6%

63 per cent of all Customers
sit with the Big 3 Retailers

Ergon Energy 9.5% 56 per cent of Non-Big 3
Red Energy 5.7% Customers sit with these

Alinta Energy 5.5% three retailers

Aurora Energy 3.5%

ActewAGL 2.6% 44 per cent of Non-Big 3
Customers sit with the
remaining retailers including

Powershop 1.1% Aurora Energy

Total of Other 6.8%

Non-Big 3

Simply Energy 2.1%

b) Levels of bad debt

There are reasons to expect Tasmania would face higher bad debt costs relative to
other jurisdictions over the medium term. In its 2022-23 Annual Retail Market Report,
the AER analysed the levels of energy bill debt and found that residential customers in
Tasmania have experienced marked increases in the levels of total energy debt and
have the highest proportion of in-debt customers of any NEM jurisdiction, as
demonstrated in Figure 3.27 This is indicative of the compounded impact of COVID-19,
colder weather conditions leading to larger usage, poor housing stock, high proportion
of customers on government assistance and recent cost of living pressures on a range
of everyday expenses.

Figure 3.2: Proportion of Customers in Debt (AER)
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6 Australian Energy Regulator (AER) Retail Energy Market Performance Update, 2022-23
7 AER, Retail Markets Report 2022-23, November 2023, p. 65
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c¢) Competition

In previous determinations, the Regulator has considered the lack of competition in
Tasmania as a factor for reducing the ROC allowance. Since the 2022 Determination,
competition has increased and there are over seven active retailers in the Tasmanian
market. New entrants are providing a range of competitive offers, from those
targeting distinct segments of the market such as solar customers to others that are
focused on broader mass market acquisition. Figure 3.3 shows the steady growth of
competition in the small customer segment since 2018-19. As this trend continues,
further customers losses will erode Aurora Energy’s market share in the lead up to the
2025 Determination period and beyond.

Figure 3.3: Residential Customers with other Tasmanian Retailers

Residential Customers with other Other Tasmanian
Retailers

2018-19 2015-20 2020-21 2021-22 2022-23

34 EFFICIENCY FACTOR
In its Final Methodology Paper, the Regulator stated that:

“Given the significant reductions in retailer costs per customer in mainland
Australia in recent years, the Regulator can see no reason why an efficiency
factor should not be applied to Aurora Energy’s CTS allowance as a way of
incentivising Aurora Energy to continue to identify cost reductions.”

Whilst Aurora Energy accepts the importance of achieving efficient operating costs, it
challenges the Regulator’s above statement due to recent observable data indicating that
retailer costs are no longer decreasing at the rates previously experienced and in fact are
increasing. The ACCC’s Inquiry into the National Electricity Market: December 2023 Report
shows that retailer costs actually increased in FY23 (refer Table 3.1 above), and over the past
three years have remained relatively consistent.
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Recent increases in retail operating costs are not surprising, as retailers face continuous
regulatory programs of work that drive higher ongoing support fees and costs to manage the
increased data and cyber-security requirements that result from the imposed changes. Aurora
Energy seeks to reduce costs where possible, but this is often balanced with onerous and
unavoidable regulatory costs and achieving acceptable standards in relation to data handling
and cyber-security. Furthermore, cost of living pressures are leading to increased customer
arrears nationwide, which will result in a long tail of debt collection challenges for retailers in
the coming years.

In the 2022 Determination, the Regulator used the observed reductions of prior year retail
costs in the ACCC'’s Inquiry into the National Electricity Market report to justify an ongoing
efficiency factor of 3.4 per cent annum. As demonstrated in Table 3.1 above, this expectation
has not been realised and costs are increasing.

Aurora Energy maintains that the application of any efficiency factor is inconsistent with
incentive regulation and good regulatory practice noting it becomes increasingly challenging
to achieve efficiency improvements as a business gets close to an efficiency frontier. Further,
Aurora Energy notes that other regulators do not use such a mechanism in relation to Cost to
Serve and, as a result, considers the efficiency factor should be removed.

3.5 CUSTOMER ADJUSTMENT MECHANISM

Aurora Energy again seeks to clarify that the customer number adjustment mechanism was
introduced by the Regulator in the 2022 Price Determination to account for the high
proportion of fixed costs in Aurora Energy’s cost base.

Aurora Energy states that its costs are largely fixed in nature and do not vary materially with
variable components such as the number of customers and customer load. In its Approach
Paper, the Regulator acknowledged that if Aurora Energy’s customer numbers change, Aurora
Energy will have more or fewer customers from which to recover its fixed costs attributable
to providing services under standard retail contracts. Therefore, the Regulator indicated it
intended to allow the cost to serve allowance to vary in accordance with customer numbers
by including a separate mechanism whereby the CTS is adjusted for the change (either
upwards or downwards) in customers between periods.?

In its Final Methodology Paper, the Regulator re-states its incorrect assumption from its Draft
Methodology Paper that Aurora Energy will better recover its fixed costs from tariff
rebalancing (noting also that the Regulator has not yet agreed to any tariff re-balancing for
the 2025 determination period). Aurora Energy seeks to clarify that its strategy to re-balance
tariffs is to reduce the risk of recovery of supplier costs, i.e. to allow Aurora Energy to
effectively pass through its ‘pass through’ costs, like other retailers in the NEM. The desire to
achieve cost reflective tariffs in Tasmania is a very different concept to customer number

8 OTTER, 2022 Standing Offer Electricity Price Investigation Draft Report
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adjustment mechanisms. Aurora continues to seek quicker movement towards cost
reflectivity in customer tariffs.

The customer adjustment mechanism was put in place by the Regulator in its 2022
Determination to allow Aurora Energy to recover its own fixed costs should a material change
in customer numbers occur over the determination period.

Regardless, Aurora Energy acknowledges that, similar to an efficiency factor, regulators do not
use such a mechanism and accepts the Regulator’s proposal to remove it.

3.6 TREATMENT OF CLOUD-BASED SYSTEM COSTS

The Regulator intends to further investigate the treatment of cloud-based system costs based
on the Essential Services Commission of South Australia’s (ESCOSA) SA Water Regulatory 2024
Final Decision. Aurora Energy understands that the treatment of cloud-based system costs in
the SA Water Regulatory 2024 Final Decision was made to smooth costs across the 2024-2028
regulatory period, as opposed to creating ‘downwards pressure’® as the Regulator suggests.
Aurora Energy understand that these costs remained fully recoverable and there was no
scenario where SA Water did not receive allowances for these costs, ESCOSA just ensured
year-on-year price changes were less volatile by shifting the costs between various recovery
mechanisms available to SA Water.

Aurora Energy notes that the Regulator does not provide Aurora Energy with a regulated asset
base for capital assets as part of its determination, and as such the suggestion to re-classify
costs from operating to capital does not make sense in the context of a retail electricity
business. Aurora Energy will seek to engage with the Regulator to better understand the intent
of the proposal to consider different treatment of SAAS costs.

3.7 PROPOSED COST-TO-SERVE ALLOWANCE

Aurora Energy considers:

e the appropriate benchmark for the Cost to Serve (CTS) allowance to be $196 per
customer (SFY24) and will provide the Regulator with its bottom-up build of CTS to
further assist with the determination of the appropriate allowance;

e the application of an efficiency factor is inconsistent with incentive regulation and
good regulatory practice, and does not reflect the observable retail operating cost
trends that the Regulator used as justification for the factor in its previous
determination; and

e Aurora Energy will continue to work with the Regulator regarding the interpretation
and intent of the cloud-based system cost proposal.

® OTTER, Review of the Approach to Regulating Retail Electricity Prices — Final Methodology Paper,
October 2024, p. 25
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4 AURORA ENERGY’S RETAIL MARGIN

Key messages:

e Aurora Energy proposes the Regulator adopt an ‘Expected Returns’ approach that
provides for a more robust, stable and predictable assessment of the return that can
be expected to be recovered for systematic risk.

e The use of the expected returns approach is consistent with recent regulatory
precedent (Independent Competition and Regulatory Commission (ICRC)
determination for the 2024-27 regulatory period).

e Any fixed component of retail margin should be set with reference to contemporary
cost stacks, which are more reflective of long-term averages, to avoid the outcomes of
the 2022 Determination where actual retail margins were below the benchmark the
Regulator deemed appropriate (refer to section 4.2 below).

e Aurora Energy supports the use of benchmarking to set the Retail Margin, and
considers a retail margin benchmark of 5.5 percent, consistent with the ICRC and the
Default Market Offer (DMO) mid-point, to be appropriate. However, should the
Regulator not allow the full pass through of Unaccounted for Energy (UFE) and Basslink
Regulation costs, Aurora Energy will seek a higher allowance to compensate for the
additional risk imposed on the business.

4.1 OVERVIEW

The ESI Act requires the Regulator to enable a Regulated Offer Retailer to make a reasonable
return on its investment in respect of the provision of standard retail services, after taking into
account the risks associated with making that investment. This return is captured in the retail
margin element of the NMR calculation.

Aurora Energy seeks a reasonable margin to be applied to the standing offer customer prices
that takes into account the capital costs and risks associated with operating as a retailer in the
market.

In the 2022 Determination, the Regulator adopted a new retail margin methodology of a dollar
per customer approach. However, in consultation on the Regulator’s Draft Methodology
Paper for the 2025 Determination, Aurora Energy raised concerns with both the method and
application of this approach, specifically:

e the setting of the Retail Margin on a dollar per customer basis was undertaken with a
reference to (then) recent low wholesale cost periods and an overall lower cost stack.

e the inability of the fixed dollar per customer approach to reflect the volatility that is
typical in the NEM.
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For this Preliminary Submission, Aurora Energy is outlining its continuing points on the most
appropriate Retail Margin Methodology as well as providing a range of benchmark data to
assist the Regulator in preparing the Draft Determination.

4.2 RETAIL MARGIN METHODOLOGY

As noted above, the Regulator moved from a fully variable retail margin in the 2016
Determination to a fixed allowance per customer in the 2022 Determination. For the 2025
Determination, Aurora Energy proposes the Regulator adopt an ‘Expected Returns’ approach
that provides for a more robust, stable and predictable assessment of the return that can be
expected to compensate for systematic risk. This approach is consistent with the recent
decision by the ICRC and essentially provides a balanced outcome, by fixing 50 per cent of the
retail margin at the start of the determination period and leaving 50 per cent as variable to
move with the prevailing cost stack each year.

In its Final Methodology Paper, the Regulator noted a stakeholder comment that the size of
the regulated retail margin needed to be addressed. However, Aurora Energy notes that the
regulated retail margin in Tasmania has been materially lower than other jurisdictions over
the past three years. One of the key contributors to Aurora Energy’s low retail margin in the
2022 Determination was the setting of the Retail Margin on a dollar per customer basis with
a reference to (then) recent low wholesale cost periods and an overall lower cost stack. As a
result, despite the Regulator deeming the appropriate retail margin benchmark to be 5.25 per
cent (the lowest observable regulatory benchmark), Aurora Energy’s average retail margin
over the 2022 determination period was slightly below 5 per cent, with one year as low as 4.8
per cent.

Should the Regulator adopt an approach to setting the retail margin that includes a fixed
component (whether fully fixed or 50 per cent fixed under an Expected Returns approach),
Aurora Energy considers that the fixed component should be set with reference to a two-year
contemporary cost stack average or a longer term (6-8 years) cost stack average, both of which
demonstrate typical costs are higher than the low point witnessed in 2021-22. This will avoid
the Regulator’s benchmarking decision being materially inconsistent with the actual retail
margin outcomes for Aurora Energy over the 2025 determination period, as was the case in
the 2022 Determination. For consistency of application between Determinations, Aurora
Energy proposes the use of the most recently observable two years of cost stacks when setting
the fixed portion of the retail margin.

4.3 RETAIL MARGIN BENCHMARK

In its 2022 Determination, the Regulator determined the appropriate benchmark for retail
margin to be 5.25 per cent. Since this decision, no other clearly observable regulatory decision
has resulted in a retail margin benchmark this low, despite regulatory margins in some
jurisdictions declining significantly. The recent decision by the ICRC breaks the trend of
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decline, with the retail margin increasing from 5.3 per cent to 5.5 per cent. This is further
displayed below in Figure 4.1.

Figure 4.1: Regulated Retail Margin (%) by Regulatory Jurisdiction

101

Retail margin (%)

2022-23 2025-24 2024-25

= AER = ESC = ICRC —(OTTER {actual)

Mote - The AER decision indudes seporate margins for residentiol ond small busines customers. These have been weighted ocross Auroro
Energy’s stonding offer customer bose (89% residentiol, 11% small business) for comparison.

Further, despite the general decline, the AER’s margin for the Default Market Offer (DMO) still
far exceeds Aurora Energy’s current margin, with the residential margin set at 6 per cent, and
small business margin set at 11 per cent as per Table 4.1 below When weighting these margins
across Aurora Energy’s standing offer customer base, it results in a weighted average margin
of 6.53 per cent. Acknowledging the AER noted these margins reflect some conservatism, the
midpoints between the lower and upper bounds of estimates of efficient margins are 4.9 per
cent for residential and 10.2 per cent for business. When weighting these midpoints across
Aurora’s standing offer customer base, it results in a weighted average margin of 5.47 per
cent.
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Table 4.1: Application of AER’s DMOG6 retail margin to Aurora Energy

Mid-point of AER's

AER retail margin from DMO6 determination

Small Businesses 11.00% 10.20%

Residential 6.00% 4.90%

Weighted average using Aurora Energy’s customer numbers for FY25

Weighted average margin 6.53% 5.47%

The Essential Services Commission (ESC) in Victoria reduced the Victorian Default Offer (VDO)
retail margin to 5.3 per cent in 2023-24, citing that a key reason for the reduction was that
other regulators had decreased retail margins, including the Tasmanian Economic Regulator’s
decision in 2022. The ESC has maintained this margin in its most recent decision.

Aurora Energy notes that the Regulator intends to take into account the retail margin
outcomes from the ACCC’s Inquiry into the National Electricity Market report. The reported
ACCC'’s observed margins should not be confused with long-term efficient margins. In some
years, observed margins will be low because market conditions are unfavourable for retailers,
while in other years observed margins will be high because market conditions are favourable
for retailers. Aurora Energy notes that selecting unfavourable observable years for retailers
from the ACCC reporting is not consistent with the ESI Act requirement that the Regulator
enable a Regulated Offer Retailer to make a reasonable return on its investment in respect of
the provision of standard retail services (Section 40AB(1)(b)). For the reasons stated, Aurora
considers the margins reported in the ACCC’s Inquiry into the National Electricity Market
report to not provide a suitable benchmark for setting a regulatory allowance for retail margin.

4.4 RISK ENVIRONMENT FOR AURORA ENERGY

Noting the retail margin for electricity businesses represents the return that a retailer requires
to attract the capital needed to provide a retailing service, the retail margin required typically
depends on the level of systematic risk that a retailer faces.

Principally, Aurora Energy contends that it faces, on balance, no less or more systematic risk
compared to those in other NEM jurisdictions. However, there are elements of non-systematic
risk or ‘local risk factors’ that should be considered when assessing an appropriate Retail
Margin outcome in the 2025 Determination. To address this the following areas are examined
as key topic considerations to demonstrate the risk environment faced by Aurora Energy:
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e Wholesale market risk
e Competition risk
e Tariff imbalance risk

4.4.1 Wholesale market risk

Key to understanding the impact of wholesale risk on Aurora Energy’s retail margin are two
questions:

e [swholesale risk a consistent systematic risk for retailers and regulators in the NEM?
e |f wholesale risk is a factor, does Aurora Energy experience a different level of risk
compared to mainland retailers?

Aurora Energy has identified that most mainland retailers do not consider wholesale market
volatility as part of Retail Margin systematic risks. Specifically, the Victorian Essential Services
Commission notes that:

Specific risks around wholesale market volatility are addressed in the wholesale energy cost
component of the cost stack...(We) note that the retail operating margin is based on the
systematic risks in the economy associated with operating in the retail electricity market,
rather than being a provision for the business specific risks for individual retailers.'®

On this basis, the benchmarking data provided in Section 4.3 does not factor in wholesale
market risk and neither should this be the case in the Regulator’s consideration for the 2025
Determination.

Further, Aurora Energy strongly disputes the notion that it faces a lower wholesale market risk
compared to other retailers. This is based on:

e The wholesale contract regulatory framework was introduced to ensure that Aurora
Energy did not face risks that were materially different to the risks facing retailers
operating in interstate markets.

e The Wholesale Contract Regulated Instrument (WCRI) is limited in its function to act
as proxy to a liquid transparent forward contracts market that exist in other
jurisdictions.

e That Aurora does not have physical generation; hence, it requires a financial product
such as that provided through the WCRI to enable effective hedging of wholesale risk.

It is important to note that the intent of the WCRI was not to make the risk lower than other
jurisdictions but rather make it commensurate with them. There is a perception that due to
the WCRI that wholesale market risk is somehow lower in Tasmania than that faced by
retailers in other jurisdictions. However, the WCRI falls short of the flexibility offered by a

10 ESC, Victorian Default Offer to apply from 1 January 2020: Draft Decision, September 2019, p. 46,
https://www.esc.vic.gov.au/sites/default/files/documents/Victorian%20Default%200ffer%20to%20appl
V%20from%201%20January%202020%20-%20Draft%20decision%2020190920.PDF
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transparent, liquid forward contract market or more significantly, access to physical
generation. This means that despite the WCRI, the wholesale risks of operating in Tasmania
still remain higher than other jurisdictions based on the following:

e Unlike effective forward contract markets where there are both buyers and sellers of
contracts, the Tasmanian contract market is asymmetric; the WCRI only places an onus
on Hydro Tasmania to offer contracts, but not to buy. This increases risks to Aurora
Energy relative to retailers in other jurisdictions as, Aurora Energy is unable to sell out
its’s contract position should it experience reduced customer load forecasts that could
be attributable to weather driven reduced demand or, alternatively, higher customer
churn.

e Whist the WCRI, provides transparent pricing, this is available in all other NEM
jurisdictions via the futures and pricing is available dynamically every working day.

e The unique market structure and regulation in Tasmania means that access to physical
generation is not commercially viable at scale to manage wholesale risks of the
Standing Offer Customer base. Physical generation that you can choose how it runs
will always be more effective in hedging wholesale risks than a financial product such
as that provided through the WCRI. In this context, Aurora Energy is the largest
regulated retailer in Australia without access to physical generation to manage
wholesale risk.

The Tasmanian Small Business Council (TSBC) submission to the Draft Methodology Paper
suggested that Aurora Energy’s volume risk is low compared to some tier 3 and 4 retailers in
the NEM. However, the customer bases of tier 3 and 4 retailers aren’t as impacted by
regulatory decisions as these retailers have few customers on default standing offers, with
most on market offers. Conversely, all of Aurora Energy’s small customers are impacted by
the Regulator’s decision. As such, the Regulator making an error in any aspect of its allowances
in the Determination will have a far higher impact on Aurora Energy’s cost sustainability than
on a retailer in other NEM jurisdictions. This compares to other retailers in Tasmania who are
not price regulated and therefore experience no regulatory price risk. Further, non-price
regulated retailers are not compelled by the obligation to offer supply and can price their
products at a discretionary value.

The TSBC further argued that “....there is extensive regulation of the WEP in Tasmania and the
method used is well known to Aurora Energy and very stable, such that it can adopt strategies
to manage this and reduce risks.” However, this seems to contradict with the Draft and Final
Methodology papers that seeks to change the approach setting the WEP, highlighting
increasing regulatory risk rather than a stable method in calculating the WEP.

Critically, Aurora Energy points to the outcomes of the fixed dollar per customer Retail Margin
methodology and how wholesale market volatility significantly altered the actual Retail
Margin outcomes as further evidence of wholesale market risks.
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4.4.2 Competition Risk

In previous Tasmanian retail price determinations, there were considerations of whether the
lack of competition or active competition provided a lower risk environment in which for
Aurora Energy to operate. This was clear in determinations handed down prior to full retail
competition commencing on 1 July 2014 and in the 2016 Determination under which
competition was embryonic.

Since this time, competition has steadily grown and there are now seven electricity retailers
operating in Tasmania, with a range of different propositions for attracting customers. In this
past financial year, the progression of retail competition has been significantly marked and
identifiable. Hence, as outlined previously, Aurora Energy remains highly exposed to the
threat of existing and potential new participants. On this basis, there is no local risk factor that
suggests a lowering of the systematic risk faced by Aurora Energy in regard to competition.

Aurora Energy further notes that IPART comprehensively considered the types of systematic
risks that should be accounted for in determining the retail margin in its 2010 determination.
IPART considered various factors but did not cite levels of retail competition as a relevant
factor in determining the risks of retailing. 1*

4.4.3 Tariff Imbalances

Aurora Energy faces a unique local risk in relation to the inability to set cost-reflective tariffs.
Historical government intervention in price setting and limitations placed on Aurora Energy in
relation to reflecting underlying cost structures has meant Aurora Energy’s standing offer
tariffs do not recover margin evenly across tariff components or even representatively at a
total fixed and variable NMR level. As a result, Aurora Energy’s ability to recover its regulated
retail margin is disproportionately impacted by external factors such as weather and customer
behaviour changes (whether driven by the customer or other drivers like government-
mandated lock downs).

Aurora Energy has engaged with key stakeholders to develop its Tariff Strategy, which will
include its plan to address tariff imbalances in the standing offer tariff suite. However, the
magnitude of the imbalances, the need for side constraints to limit customer impacts, and the
upcoming re-balancing of Network tariffs recently approved by the AER, means the lack of
cost reflectivity in retail tariffs will not be resolved by the end of the 2025 Determination
period (and could even worsen depending on the side constraints ultimately allowed).

As a result, over the 2025 Determination period Aurora Energy will face heightened volume
risk that is unique to Tasmania. When considering other national benchmarks, the Regulator
should consider the ability of retailers in those jurisdictions to apply the retail margin
benchmarks to cost-reflective cost stack builds.

T IPART (2010). Review of regulated retail prices and charges for electricity. Electricity — Final Report,
p.54-56.
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For example, the VDO, which has the lowest observable regulated retail margin of 5.3 per
cent, has a clear definition that allows a retailer to build their fixed and variable charges
reflective of their underlying costs, greatly reducing their volume risk should actual customer
consumption differ from that expected. When outlining the approach for calculating tariffs,
the ESC states that “the flat tariffs and two-period time of use tariffs reflect the underlying
networks costs that retailers face for most customers”*? and specifies the following cost
reflective tariff build:

Flat tariff cost allocation

Daily supply charge (fixed costs) =

(retail operating costs including customer acquisition and retention + fixed network costs + per
customer ‘other’ costs) x (1 + retail operating margin) x (1 + GST rate) + days in the year

Usage charge (variable costs) =

(wholesale electricity costs + variable network costs + environmental program costs (including
the feed in tariff social cost of carbon) + variable ‘other’ cosis + electricity network losses) x (1
+ retail operating margin) x (1 + GST rate)

As a result, the VDO margin of 5.3 per cent is not considered an appropriate benchmark when
factoring in the additional risk faced by Aurora in relation to its inability to set retail tariff rates
that fully recover pass-through costs and allowances.

4.4.4 Other Factors Not Addressed in the Regulator’s Final Methodology Paper

The Regulator’s Final Methodology Paper does not address two key items that have a direct
impact on Aurora’s risk:

e Unaccounted for Energy (UFE); and
e Basslink Regulation Costs.

Following the implementation of the Global Settlements rule change in May 2022, retailers
can now quantify the amount of Unaccounted for Energy (UFE) for which they are
charged/credited by AEMO but under the 2022 Determination cannot pass these true-ups
onto customers (this is discussed further in Section 5).

Aurora Energy proposes UFE should be captured as part of AEMO Costs in the Notional
Maximum Revenue (NMR), along with market and ancillary charges, because since the
introduction of the Global Settlements rule change it is now quantifiable and observable. It is
also more than likely that the large year on year movements in UFE are the result of variances
in forecast loss factors (used in the NMR calculation) and actual loss factors that eventuate

12 ESC, Victorian Default Offer 2024-25: Final Decision Paper, p. 41
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over the period. As Aurora is allowed to incorporate forecast loss factors into its NMR
calculation, UFE, which inherently includes the square up of loss factors, should also be passed
through (noting it can be both positive and negative). However, should the Regulator not
adopt Aurora’s proposal for pass through of UFE, Aurora Energy requests that UFE be
considered as part of the Retail Margin allowance.

Further, the Regulator has suggested not including Basslink costs in Network Costs in the NMR
should Basslink become a regulated service. Should these costs not be recoverable, Aurora’s
retail margin could be eroded by up to $10.5M per annum under the Geographic (50:50)
approach proposed by the Victorian Government if adopted by the AER. This will erode Aurora
Energy’s margin by roughly one third and would be the equivalent of the Regulator setting a
retail margin percentage 1.8 per cent lower. Should this impact not be balanced with a higher
retail margin, Aurora Energy would most likely need to seek financial support from the State
Government to continue to invest in its systems and products to stay market-compliant and
deliver an acceptable standard of customer support. A potential Customer Service Obligation
(“CSO’) may be required on an annual basis from government to Aurora.

4.5 RECOMMENDED RETAIL MARGIN
Aurora Energy proposes:

e An Expected Returns Approach to Retail Margin, with 50 per cent of the margin fixed
and 50 per cent variable;

e Consistent with the Regulator’s approach in 2022, the fixed portion of the margin is
set based on the most recently observable two years of cost stacks in the NMR; and

e Providing the Regulator allows the full pass through of Unaccounted for Energy (UFE)
and Basslink Regulation costs, Aurora Energy considers a retail margin benchmark of
5.5 percent, consistent with the ICRC and the DMO range mid-point, to be appropriate.
Should the Regulator not allow the pass through of these observable and quantifiable
amounts, Aurora Energy will seek a higher allowance.
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5 UNACCOUNTED FOR ENERGY

Key messages:

e Since the introduction of Global Settlements, AEMO has separated the impact of
unaccounted for energy (UFE) on retailer’s invoices.

e AEMO allocates UFE to market customers in each local area, pro-rated based on their
“accounted-for” energy.

e An outcome where UFE is not recoverable in the regulated cost stack goes against the
intent of the Global Settlements Rule Change given all retailers in the market can now
reliably quantify the impact of UFE, whether positive or negative.

e Aurora Energy recommends the Regulator allow for the pass through of UFE as part of
the Ay element of the NMR calculation. This will ensure transparency of a market
applied calculation that may rise and fall over a multi-year period.

e Aurora Energy is seeking the pass-through of UFE over the 2025 determination period,
as well as the pass through of UFE in relation to Period 2 and Period 3 of the 2022
Determination in line with the unders and overs for all other AEMO and ancillary
charges.

With the introduction of the AEMO Global Settlements rule change in May 2022, Unaccounted
for Energy (UFE) became quantifiable and trackable for NEM participants in their distribution
area. Specifically, AEMO now allocates UFE to market customers in each local area, based on
their “accounted-for” energy.

When examining the impacts of UFE, it is critical to refer to the AEMC Global Settlements Rule
Change, that commenced on 6 February 2022. This rule change was implemented to treat all
retailers equally by allocating a share of UFE to all retailers in a distribution area. In particular,
the AEMC sought to bring about “competition on equal terms” and contended in its Final
Determination that: “to facilitate effective retail competition in the long term it is important
that where there are shared market inefficiencies, they are shared in a manner which does
not distort competition by being disproportionately allocated to one group of retailers over
others.” In confirming the Global Settlements rule change against the National Electricity
Objective, the AEMC also found that “retail charges should accurately reflect the quantity of
electricity consumed” as part of its principle that prices should reflect the cost of supply and
value of its use.'

3National Electricity Amendment (Global Settlement and Market Reconciliation Rule 2018 p.ii
14 ibid, p.18
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Hence, as a result of the rule change, the cost or benefit attributable to differences between
all adjusted metered energy entering a local area and all adjusted metered energy consumed
within the local area can be determined.

Aurora Energy considers UFE to be a factor of participating in the market, similar to AEMO
market charges or ancillary costs. As it is now fully quantifiable, it can be included in the NMR
as a discrete item as opposed to needing to be qualitatively considered as part of a risk
allowance. Due to the 30-week revision cycle for market settlements, Aurora Energy considers
that, consistent with unders and overs in relation to AEMO market charges and ancillary costs,
true ups in relation to UFE for Period 2 and Period 3 of the 2022 Determination period should
be included in the 2025 determination.

Further, the NMR calculation already allows for the inclusion of Distribution Loss Factors
(DLFs), acknowledging that losses exist. These loss factors are provided by TasNetworks to
AEMO and published by AEMO prior to the start of a financial year, and are therefore best
estimates. Aurora Energy considers that the cost or benefit that arises in UFE is mostly the
true up of TasNetworks’ estimated loss factors with actual outcomes. Neither Aurora Energy
or the Tasmanian Economic Regulator have input into the setting of loss factors used in the
NMR calculation.

Previously, UFE impacted Aurora Energy in AEMO invoices being different than the Wholesale
Energy Cost build up in the NMR. These differences were absorbed by Aurora Energy. Now
that UFE is known in each weekly settlement, Aurora Energy is able to pass through these
amounts to its unregulated customers. This leaves the remaining portion of UFE relating to
Standing Offer customers unallocated. This is not the intent of the Global Settlements Rule
Change. Further, as other retailers operating in the Tasmanian jurisdiction have the option to
include UFE in their offers to both small customers and large customers, there is the potential
for a competitive neutrality complaint if UFE is not allowed to be recovered from regulated
customers.

As part of the Regulator’s Final Methodology Paper engagement, it was observed by
stakeholders that Aurora Energy should seek to minimise the costs associated with UFE.
Aurora Energy firstly notes that there are key elements for determining UFE that are beyond
its control, such as the setting of distribution loss factors and energy theft. However, one key
avenue for minimising UFE impacts is through the installation of advanced meters, which
therefore removes billing estimation errors and updates the overall metering fleet to a more
modern device. Hence, where possible, Aurora Energy is already taking substantial actions to
limit UFE impacts with its metering rollout one of the most progressed in all of Australia.

In summary, the introduction of UFE on both business sustainability and competition is clear,
trackable, and intended. Aurora Energy simply seeks to reflect the intent of the Global
Settlements rule change, ensure its sustainability, and ensure a level competitive playing field
for all retailers in Tasmania.
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6 BASSLINK COSTS

Key messages:

e Transmission network economic price regulation is highly prescribed and is delivered by
the Australian Energy Regulator under the National Electricity Laws and Rules with a
range of tests and structures employed to ensure these are efficient and prudent costs.

e This regulation is established on the basis that costs associated with regulated assets
such as Basslink flow though Co-ordinating Network Service Providers (CNSPs), such as
TasNetworks, and appropriately assigned to authorised retailers operating in Tasmania.

e Consequently, costs related to services such as Basslink should be appropriately
recovered from all electricity customers in Tasmanian retail prices.

Aurora Energy notes the Regulator’s decision from the Draft Methodology Paper that further
information is required before a decision can be made in relation to the treatment of Basslink
costs, should Basslink become a regulated service. This decision is challenging as it leaves open
a key element that results in significant costs flowing through to Aurora Energy as well as
impacting other elements of the NMR calculation, such as need for retail margin to mitigate
the risks associated with a potentially material new impact.

As highlighted in its submission to the Draft Methodology Paper, Aurora Energy contends that
transmission services are essential to the Tasmanian energy system’s ability to supply energy
to customers and interconnecting services, such as Basslink, are an integral aspect of energy
security services and the balancing of on-island energy needs.

It is important to restate that transmission regulatory framework is structured that, pending
the classification of Basslink as a regulated link, that Basslink will recover its Tasmanian
revenue through TasNetworks. Given TasNetworks is currently the sole provider of
transmission services and is responsible for the aggregate annual revenue requirement (AARR)
within Tasmania, it will function as the ‘Co-ordinating Network Service Provider’ (CNSP) for
Tasmania after Basslink is regulated. The National Electricity Rules require that TasNetworks,
as CNSP will recover the revenue for Basslink through its network charges (with this
subsequently returned to Basslink). The role of CNSP has been approved by the AER as part of
TasNetworks pricing methodology and guidelines.

If the Regulator adopts a decision to not allow Basslink costs recovery it would only be a
binding decision on Aurora Energy, not any of the other supply chain participants. This has a
range of implications for not only Aurora Energy but multiple market participants, both
current and potential entrants.
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As noted by the Regulator, other regulatory bodies across Australia allow for network costs to
flow through, as calculated by the AER each year. These charges include those associated with
network bodies functioning as a CNSP. Noting that Basslink costs will form part of
TasNetwork’s charges, it is clear the regulatory imperative is to allow pass through of Basslink
costs.

In the Final Methodology Paper, the Regulator notes that it has the power to decide to not
pass on costs that are not required to deliver network services to customers on Standard Retail
Contracts (SRCs). Aurora Energy observes that Basslink has been an essential market service
device for Tasmanian customers since it was introduced. It is a critical element of the
Tasmanian market and this was proven with its outage across 2015 and 2016 that triggered a
then energy crisis for Tasmania. At this time, the coincident long-term drought produced a
range of emergency response actions within the Tasmanian energy sector in order to avoid
loss of supply.

Whilst Basslink is not currently a TNSP, it functions in a highly similar pattern, hence the
request from the APA to have the AER determine Basslink as such. TNSP assets are essential
to ensuring the ongoing balance, security and reliability of the Tasmanian energy sector.
Tasmania has a range of TNSP assets that are in place to bring utility level generation to the
low-voltage network and without this transmission of energy, residential and small business
customers would not have supply or security of electricity. Aurora Energy suggests that
Basslink should be considered in the same category as other TNSP assets in Tasmania.

It is clear from the ongoing assessment of Basslink by the AER and the proposed conversion
of the Basslink interconnector from a market service operated by Market Network Service
Provider (MNSP) to a prescribed service operated by a Transmission Network Service Provider
(TNSP) that there is a large degree of ambiguity as to the outcome. Potentially, Basslink may
not eventuate as a regulated asset, and this would remove it from the Regulator’s
consideration. However, the AER process is external to the Regulator’s price investigation and
there appears to be no reason why a decision could not be provided to the Tasmanian
community at this point in time, by the Regulator, as to the treatment of Basslink costs, subject
to the AER’s findings.

The methodology for delivery of the Basslink costs is clear (through TasNetworks charges) and
it is only the quantum that would be in question, depending on the outcome of the AER
determination. Aurora Energy argues that the value of the Basslink charges is not an
appropriate determinant of whether these should be applied. Rather, the Regulator’s decision
should be based on the established principles of network cost allocation and the benefit that
Basslink has brought to Tasmania’s on-island energy security.

If Basslink is regulated and its costs are not allowed, its charges would still flow through to
Aurora Energy and create a material a position of non-cost recovery that would then threaten
the viability and sustainability of the Regulated Offer Retailer for Tasmania.
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Aurora Energy also encourages the Regulator to examine the broader impacts of this decision
on comparative projects, such as Marinus Link, which is a key program for the Tasmanian
government and forms part of AEMO’s future NEM planning in the Integrated System Plan.

Given the significant pipeline of new generation and transmission projects outlined for the
Tasmanian jurisdiction, Aurora Energy suggests that if the Regulator doesn’t allow recovery of
Basslink costs, this would also trigger a larger structural discussion with parties such as AEMO
and the Tasmanian Government.
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7  WHOLESALE ENERGY COSTS

Key messages:

e Aurora Energy’s preferred methodological option for calculating the WEP is the current
method and does not support a change to a ‘No Future Price Method.’

e Volume weighted costs to hedge the Tasmanian small customer load profile are fully
reflected in the WEP calculation.

e Aurora Energy is not supportive of any change to the WEP methodology that comes into
effect prior to 1 July 2027 at the earliest.

e That the Regulator notes its obligations under the Electricity Supply Industry Act 1995
(ESI Act) reflect that the focus of consultation on changes to the Wholesale Electricity
Price (WEP), timing of changes to the WEP, and risks, should be with Aurora Energy.

Wholesale electricity charges are the second largest component of standing offer electricity
prices, making up approximately 29 per cent of the total charges in 2021-22 (Period 6 of the
2016 Determination).

The Wholesale Energy Price (WEP) is estimated by the Regulator using a methodology that
references the regulated Load Following Swap offer prices from the Wholesale Contract
Regulatory Instrument (the Instrument) that was introduced on 1 January 2014.

Aurora Energy welcomes the Regulator’s decision in its Final Methodology Paper to maintain
the current timing of when the WEP is calculated and maintaining the current methodology.
However, Aurora Energy notes that the Regulator considers that the ‘no future price’ method
has merit, and that the Regulator intends to consult further on this method with stakeholders,
including other electricity retailers, during the pricing investigation. The Regulator further
stated that:

“In the event that there is a change in the way that the WEP is calculated, the
Regulator considers that there may be a need for a transition period. For example,
if a different approach is adopted, it may be prudent for the approach to
commence on 1 July 2026 as Solstice Energy has suggested.”

Whilst the Regulator has approved maintaining the current WEP methodology, it has only
done so for the first period of the Determination period and left methodology for future
periods uncertain. This presents a risk to Aurora Energy related to the timing of a new
methodology being introduced as well as the potential methodology change itself.
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7.1 TIMING OF CHANGE TO METHODOLOGY

In its Final Methodology Paper, the Regulator indicated that should a change approach be
adopted, that it may be prudent for the approach to commence on 1 July 2026 as Solstice
Energy had suggested in their submission. Aurora maintains the view it does not support a
change in the WEP methodology and as the current WEP methodology already prices in
contract prices beyond 1 July 2026, Aurora Energy does not support any changed WEP
approach if adopted to be introduced on 1 July 2026 as suggested by Solstice Energy.

As the Regulator would be aware, the current WEP methodology prices in load 104 weeks
preceding the start of the relevant contracting quarter. This means that as of 21 October 2024,
the current methodology is pricing in volume for Quarter 3, 2026 and Quarter 4, 2026. By the
time the Regulator confirms if there will be any change to the WEP methodology in early 2025,
the current WEP methodology will also have priced in volume for Quarter 1, 2027. If such a
change in methodology came into effect on 1 July 2026 it would present a significant
wholesale risk to Aurora Energy. Consequently, Aurora Energy is not supportive of any change
to the WEP methodology that comes into effect prior to 1 July 2027 at the earliest.

7.2 NO FUTURE PRICE METHOD

In its Final Methodology Paper, the Regulator considered that the ‘no future price’ method
has merit, and that the Regulator intends to consult further on this method with stakeholders,
including other electricity retailers, during the pricing investigation. In coming to the decision,
the Regulator noted that:

“... the ‘no future price’ method would also set the Absolute Minimum Capacity
Offer volume for all weeks after the WEP calculation date to zero. While the
Regulator acknowledges that this would mean that the volume for some weeks
would be removed from the WEP calculation, the Regulator notes that, in practice,
Aurora Energy (and other retailers) would still need to purchase electricity for its
customers regardless of how the WEP is calculated.”

This statement presents significant concern to Aurora Energy in its implication that removing
volume from the calculation for some weeks won’t have an impact (on Aurora) as Aurora
Energy would still need to purchase electricity for its customers regardless of how the WEP is
calculated. Whilst Aurora would still need to purchase electricity for it’s customers, the
Regulator’s implication fails to recognise that a WEP methodology that removes small
customer load required to be hedged by Aurora Energy, fails to meet the Regulators
obligations under 40 AB (3) of the ESI Act in requiring the WEP methodology to reflect usage
profile of the small customer load.

40 AB (3) (C) “related to the same number of units of electricity as the
number of units of electricity purchased by the retailer for the purposes of
providing those services.”.
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In addition, Aurora contends that in setting volumes to zero effectively distorts the WEP price
by disproportionally removing weighting to the higher priced contract period of Quarter 2.
Figure 7.1 below illustrates that 43 per cent of Quarter 2 volume is removed and the
disproportionate removal of volume across the quarters resulting in the ‘no future price’
method no longer reflecting the customer load required to be hedged.

Figure 7.1: WEP methodology Pre-May vs Future Price weighting
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The intent of the WEP methodology, and hence the requirement in section 40 AB (3) (C) ESI
ACT is to ensure that, a retailer should have confidence that should they follow that
methodology, the retailers hedging costs would be similar to that set out in the WEP, but also
importantly, provide hedge coverage of the usage profile of the small customer base. Figure
7.2 below compares load necessary to hedge Tasmanian small customer load/demand to that
included in the Regulator’'s WEP methodology for Option 3.

Aurora Energy Preliminary Submission to 2025 Determination 38



Figure 7.2: Tasmanian Small Customer Load/Demand vs WEP methodology for “No Future Price
Method”
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As Aurora illustrated in its submission to the Draft Methodology Paper the risk that the WEP
does not include the full volume of load that Aurora Energy requires to hedge to cover the
small customer load, can only be mitigated by adjusting the WEP methodology to bring
forward the volume set to zero to periods prior to when the WEP is calculated.

However, bringing forward this volume into the WEP methodology would widen the period
between when load is hedged and the relevant quarter it is managing in Aurora Energy’s
wholesale exposure. In practice, any widening of the period between which load is contracted
and when the relevant quarter that those contracts take effect, exposes Aurora Energy to
changes in retail load relative to that contracted. For Aurora Energy, this load risk relates to
customer churn as well as weather driven demand outlook. This would result in increased risk
of long contract positions should customer churn be realised. This risk is greater in Tasmania
than in other justifications for the following reasons:

e In other jurisdictions, the WEC set in other jurisdictions DMOQ’s only applies to
approximately 15-20 per cent of retailers load whilst in Tasmania the WEC allowance
reflects the price for near 100 per cent of customers.

e No futures exchange exists in Tasmania to support contract trading. Whilst an over-
the-counter market exists, Hydro Tasmania as a generator is not a natural buyer of
contracts. In this case, should Aurora Energy have a net long contract position as a
result of customer churn, there are limited avenues, relative to other jurisdictions, to
unwind contract length positions by selling contract length.

Based on the ‘No Future Price Method’ being incongruent with the Regulators requirement
under 40 AB(3)(C) of the ESI Act to determining the wholesale Energy cost as well as the
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increased risks that it presents relative to the current WEP methodology, Aurora Energy is not
supportive of ‘No Future Price Method’ or any alternate that seeks to bring forward future
hedging into periods any earlier than May (annually) as per the current methodology.

7.3 CONSULTATION FOCUS

Aurora Energy observed that in its Final Methodology Paper, the Regulator made reference to
consulting with other retailers with regard to changes in the WEP methodology and made
specific reference to the timing of changes to the WEP by Solstice Energy. The Regulator states
in the Draft Methodology paper that:

“This paper and the methodologies set out in it do not apply to Aurora Energy’s customers on
market retail contracts, nor does it apply to the prices charged by other retailers offering
market retail contracts in Tasmania.”

As Aurora Energy is the only party that has obligation to offer customer prices in line with the
methodologies set out in the paper, Aurora Energy is concerned at the level of weighting that
the Regulator may have to the views of other retailers that itself acknowledges are not
covered by any of the methodologies in the standing offer Determination. Whilst the
Regulator should have regard to the competition impacts of his decisions on all retailers, it’s
obligation under the ESI Act are to that of Aurora Energy as the only Regulated Offer Retailer.
Aurora Energy believes that this is a critical consideration when considering the WEP
methodology and the timing of changes to this as Aurora Energy is the only retailer obliged to
offer services to customers.

Should retailers incur wholesale risk as part of the WEP methodology or changes associated
with that, Aurora Energy can’t cease to offer retail services to customers as all other retailers
in Tasmania can. This exposes Aurora Energy to significantly higher risks associated with the
Regulator’s decisions under the Determination than any other retailer.
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8 ADDITIONAL CHARGES

Key messages:

e Late payment fees in comparable retailers and industries are materially higher than the
Aurora Energy late payment fee that has not altered for over two decades.

e Aurora Energy proposes an amended late payment fee of $12.

As detailed, in the 2022 Determination, two additional charges are permitted by the Regulator
and approved for publication in the Aurora Energy Standing Offer Tariff Schedule at each
annual price reset point:

e Late payment fee of $5
e Interest on overdue accounts

Both fees serve as practical reminders to Aurora Energy customers of their recent bill
outcomes and assist in the overall suite of messages to customers regarding build-up of debt.
This is important to not only the individual customer but the entirety of Aurora Energy’s
customer base as a lower overall bad debt profile will contribute to a lower cost to serve. For
clarity, late payment fees are not applied to vulnerable customers that are part of Aurora
Energy’s Your Energy Support (hardship program).

These fees are currently presented as follows:

Late S5 Late payment fee for accounts not paid in full by
payment fee the fifth day past the due date.

Interest on DxOD=1/365 Interest is calculated daily on accounts not paid in
overdue full by the due date where:

accounts

O =the overdue balance
D = daily rate
| = the reference rate + 6%

Aurora Energy proposes a continuation of the approval to charge interest on overdue accounts
on the same basis as described in the 2022 Determination.

For the 2025 Determination period, Aurora Energy is proposing to increase its late payment
fee to $12.
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The Aurora Energy late payment fee has not altered from the current S5 level for over two
decades. There are now numerous reference points in comparative businesses and industries
that apply a much higher late payment fee. Such as:

e Actew AGL - $15

e AGL-S12

e Energy Australia - $10.90
e Origin Energy - $12

e Simply Energy - $12

Telstra - $15

The above group represents the ‘big 3’ energy retailers alongside comparative second tier
retailers and Telstra. In proposing a $12 late payment fee, Aurora Energy is adopting a fee that
sits just below the bottom level of the above group. If approved, the new late payment fee
would still be at the bottom end of the range of late payment fees applied across Australia.

As noted above, late payment fees are important for assisting Aurora Energy to keep its levels
of bad debt at manageable levels. Hence, Aurora Energy proposes an amended late payment
fee of $12.
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GLOSSARY

ACCC
AEMC
AEMO
AER
CTS
ESC
ESI Act
FRC
ICRC
IPART
NEM
NMR
Regulator
ROR
WEP

Australian Competition and Consumer Commission
Australian Energy Market Commission

Australian Energy Market Operator

Australian Energy Regulator

Cost-To-Serve

Victorian Essential Services Commission

Electricity Supply Industry Act 1995

Full Retail Competition

Independent Competition and Regulatory Commission
Independent Pricing and Regulatory Tribunal, New South Wales
National Electricity Market

Notional Maximum Revenue

Tasmanian Economic Regulator

Regulated Offer Retailer

Wholesale Electricity Price
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