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1 Introduction 
Fee-based services are those services provided by Aurora where the service is, in general, provided for 
the benefit of a single customer rather than uniformly supplied to the entire customer base.  These 
services are provided at the request of a third party and are typically initiated by way of a service request 
received from a retailer. 

Examples of services Aurora provides on a fee-basis includes: 

• Energisation; 

• De-energisation; 

• Re-energisation; 

• Meter alteration; 

• Meter testing; 

• New connection – permanent supply; and 

• Supply abolishment – removal of meters and service connection. 

These services are largely uniform in nature and therefore a fixed fee can be set in advance with 
reasonable certainty.  That is, the cost inputs in providing these services do not involve material variations. 

The AER, in its final Framework and Approach, proposed that all fee-based services should be classified 
as Direct Control Services and further classified as Alternative Control Services, subject to a price cap 
form of control. 

That is, that a price cap should continue to be applied to all standard special services and that the other 
special service should be incorporated into the price cap form of control. 

Aurora proposes to apply a price cap form of control for the forthcoming Regulatory Control Period to all 
fee-based services (both standard and other special services), with caps applied to individual services 
under a schedule of fees. 

The forecast costs for fee-based services for the forthcoming Regulatory Control Period have been 
developed with regard to the levels of service currently provided by Aurora, including timeframes and 
conditions. 

The forecast costs for fee-based services for the forthcoming Regulatory Control Period are based on 
Aurora maintaining its existing service levels, in compliance with its regulatory obligations.  Changes to the 
standard conditions or levels of service provision to reflect specific customer requirements will constitute a 
quoted (non-standard) service. 
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2 Purpose 
The purpose of this document is to provide an overview of the Excluded Services Model and the 
methodology used to determine the indicative prices.  

3 Price Cap Calculation Methodology 
Aurora proposes to apply the control mechanism for each of the fee-based services to be offered, through 
the build up, through Aurora’s Fee-Based Services Model, of the following cost components: 

• Labour; 

• Materials; 

• Contractors; and  

• Other costs. 

Aurora’s fee-based services model: 

• Establishes, for each fee-based service, estimated task time and skill set requirements based on 
Aurora’s historical data and projected volumes for each year of the forthcoming Regulatory 
Control Period of Aurora’s anticipated work program; 

• Builds up a schedule of fixed prices for each year of the forthcoming Regulatory Control Period 
the cost for each fee-based service using the costings for relevant activities derived in the unit 
rates model; 

• Applies operating overhead costs (Corporate and Shard Services, Network Division Management 
and Distribution Business Shared Resource costs) to the schedule of fixed prices in accordance 
with the approach set out in Aurora’s amended CAM.  The relevant escalation rates across the 
forthcoming Regulatory Control Period are already applied to this overhead expenditure; 

• Undertakes and annuity calculation for shared services capital overhead costs (comprising 
Corporate and Shared Services and Network Division Management capital overhead costs) in 
accordance with the methodology set out in Aurora’s amended CAM, and apportioned to fee-
based services on the basis of forecast volumes. 

The annuity calculation (Excel-based PMT function is used) is undertaken for assets in service at 
30 June 2012 and for capital overhead costs applied to contract lighting services in the Regulatory 
Control Period in which; 

• For overhead assets in service at 30 June 2012: 

o The written down book value of the assets is the present value parameter; 

o The remaining weighted average asset life is the number of years parameter; and 

o A pre-tax real WACC provides the rate of return parameter; and 

• For capital overheads costs applied to metering services: 

o The applied capital overheads costs is the present value parameter; 

o The asset standard life is the number of years parameter; and 

o A pre-tax real WACC provides the rate of return parameter; and 
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• Aggregates the annuity calculations and schedule of fees (including overheads) for each fee-
based service to give a final price for each service. 

This process can be summarised as: 

(fee schedule including operating overheads) + (annuity for overheads assets in service) + (annuity for 
capital overhead costs) 

The following provides further detail on fee-based services inputs: 

• Fee Based Services Model – the unit rates model uses labour, materials, contractors and 
other costs to determine the overall costs and to develop the schedule of fixed prices for fee-
based service for each year of the forthcoming Regulatory Control Period; 

• Labour rates – the costs of providing fee-based services are principally labour related costs.  
Labour rates are based on a weighted average hourly rate (fully inclusive) by skill set.  The 
rates have been adjusted for each year of the forthcoming Regulatory Control Period to reflect 
expected increases in efficiency.  It is noted that the task time for after hours fault work is set 
to 4 hours; as field staff are paid this as a minimum under Aurora’s enterprise agreement; 

It should be noted that Aurora does not include a profit margin in any fee-based services that it provides.  
The prices are levied on a cost-recovery basis. 

Prices for each service for each subsequent Regulatory Year of the forthcoming Regulatory Control Period 
will be escalated by CPI and by escalation rates established by SKM and included in Aurora’s annual 
pricing proposal to be submitted for AER approval in accordance with the Rules. 
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4 Indicative Prices 
 
Indicative prices are shown below in 2011-12 dollars per service and are considered indicative only. 
 
All indicative prices are exclusive of GST. 
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5 Glossary 
Term Definition 

AER Australian Energy Regulator 

ICAM Indirect Cost Allocation Model 

NEL National Electricity Law 

NER National Electricity Rules 

PTRM Post Tax Revenue Model 

RIN Regulatory Intent Notice 

POW Program of Work 
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