
Our Ref: 31617015 
Contact Officer: David Monk 
Contact Phone: 

29 April 2026 

Alena Christmas 
Manager Regulatory Affairs 
Energy Queensland 
GPO Box 1461 
BRISBANE QLD 4001 

By email: 

Dear Alena, 
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GPO Box 3131 

Canberra ACT 2601 

tel: (02) 6243 1111 

www.aer.gov.au 

Re: AER Determination - Energex Tropical Cyclone Alfred cost pass through application 

I am writing to advise you of the Australian Energy Regulator's (AER's) assessment of the cost 
pass through application submitted by Energex on 24 October 2025, in relation to the Tropical 
Cyclone Alfred natural disaster event that occurred in March 2025. 

In accordance with clause 6.6.1 (d) of the National Electricity Rules (NER), the AER has 
determined that a positive change event has occurred, and that Energex may recover total 
incremental revenue of $66.1 million ($nominal) from network users in 2026-27 and 2027-28. 
This amount is approximately $6.5 million higher than Energex's proposal of $59.6 million 
($nominal), with the difference reflecting corrections to modelling issues to ensure internal 
consistency across the Post Tax Revenue Model (PTRM), Roll Forward Model (RFM) and 
depreciation models; partially offset by a minor reduction to proposed pass through costs. 

The approved pass through amount is estimated to result in an incremental annual increase in 
residential bills of about $13 and in small business bills of about $26 in 2026-27 and 2027-28. 

Details of the AER's assessment against the relevant factors in the NER are set out in the 
following attachments. If you have any queries in relation to this matter, please contact 
David Monk at 

Yours sincerely 

Ben Stonehouse 
Acting General Manager 
Network Expenditure 

Sent by email on: 29.04.2026 
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3. Timing of Energex’s application  

The cyclone event occurred between 1 and 16 March 2025.7 Accordingly, Energex’s cost pass 
through application was due within 90 business days after 16 March 2025. 

On 10 April 2025, Energex sought an extension to the submission deadline under clause 
6.6.1(k) of the NER, citing difficulties in assessing and quantifying the impact of the event. The 
AER granted an extension until 31 October 2025. Energex submitted its application on 
24 October 2025. 

4. Assessment of the pass through amounts  

In assessing Energex’s pass through application, the NER requires the AER to consider a 
number of factors8 to determine whether the proposed level of costs is prudent and efficient. We 
reviewed the cost estimates submitted by Energex, along with the accompanying cost pass 
through documentation including the cost build-up model and the updated post-tax revenue 
model (PTRM), among others. To assist our review, we sought additional information from 
Energex, which Energex provided.  

Our review identified the inclusion of approximately $0.12 million in labour costs for supporting 
services in error, which Energex subsequently removed from its cost pass through amount and 
submitted an updated PTRM. Our review also identified modelling issues, including the 
application of inflation deflators inconsistent with the relevant final decisions, incorrect treatment 
of the time value of money, and inconsistent updating of capex, depreciation, RFM and tax 
impacts. 

These modelling errors understated incremental revenue. Once corrected, they resulted in 
approximately $6.5 million (around 11%) higher unsmoothed incremental revenue for the 2025–
30 period, in nominal terms, compared to Energex’s initial proposal. In response to an 
information request, Energex agreed to all our modelling corrections. 

We scrutinised the inclusion of ordinary time and overtime labour costs and, following 
subsequent enquiries, Energex confirmed that all overtime included in the cost pass through 
application relates solely to Tropical Cyclone Alfred response and recovery activities, with no 
costs associated with business-as-usual (BAU) work recovery included. While BAU program 
delivery was affected during March–April 2025, Energex fully recovered the program by June 
2025, with no planned works cancelled or deferred beyond this period. Energex considered it 
had adopted a conservative approach by using reallocated labour at ordinary time rates, rather 
than directly quantifying overtime costs, resulting in a lower incremental cost than would 
otherwise arise from applying higher overtime rates.   

Based on the information provided by Energex and our review of the cost estimates, our 
assessment found that: 

• the proposed pass through amount reflects only the incremental costs incurred as a 
consequence of the storm event, and not business-as-usual costs, or costs associated 
with increasing the scope of network services. 

• Energex’s decisions and actions in responding to the storm event were likely to be 
efficient, and the scope of works undertaken appears reasonable in the circumstances. 

• Energex had not taken any action which had increased the magnitude of the pass 
through amount, or failed to take action that could reasonably have been taken to reduce 
the magnitude of the pass through amount. 

 

 
7  QLD Tropical Cyclone Alfred and associated severe weather (1 - 16 March 2025) 
8   CI. 6.6.1(j) of the NER. 
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6. Timing of cost pass through recovery  

Energex proposed to recover the incremental revenue arising from its cost pass through 
application in 2026-27 and 2027–28, being the second and third years of the current regulatory 
control period (2025–30). 

Our determination on the timing of recovery is consistent with Energex’s proposal and approves 
a positive pass through amount of $66.1 million ($nominal), to be recovered over two years in 
2026–27 and 2027–28. We are satisfied that this approach will allow Energex to recover its 
efficient costs in a timely manner, without materially increasing volatility in the revenue 
recovered from consumers. 

This is estimated to result in an incremental increase of approximately $13 to the annual bill for 
residential customers and $26 for small business customers in 2026–27 and 2027–28. 

7. Submissions  

We received two submissions from David Prins, Mark Henley and Robyn Robinson (members of 
the AER’s Consumer Challenge Panel, sub-panel CCP32) and Jennifer Brownie on behalf of the 
consumer advocacy group Queensland Electricity Users Network (QEUN), in response to the 
public consultation on the cost pass through applications. While the submissions did not 
specifically oppose Energex’s application relating to this event, both raised broader concerns 
about consumer impacts, engagement, and consistency across the cost pass through and 
revenue determination frameworks. 

The submissions highlighted that cost pass through applications can impose material costs on 
consumers through electricity bills, but can receive limited and inconsistent stakeholder 
engagement compared to broader regulatory processes. They also raised concerns about 
insufficient consumer scrutiny, cumulative bill impacts, and potential substitution of insurance 
with cost pass through claims, and suggested businesses and the AER strengthen and review 
engagement approaches for these applications.10 

We acknowledge the concerns and suggestions raised in these submissions, and note that we 
are actively considering these issues in continuing to develop the cost pass through assessment 
function, processes and framework. 

 

  

 

 
10   David Prins, Mark Henley, Robyn Robinson - Submission to the AER - Cost pass through applications - 23 Jan 2026 ; QEUN - 

Submission on network cost pass through applications, 27 January 2026.  










