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The network and retail exemption Guidelines are updated so that all 
residential customers are included in a registered class exemption. 

The AER create a registered exemption class for entities selling unmetered 
gas combined with hot water. 

Proactively engage 
with exempt entities 
and maintain the 
exemption register 

The AER take a more active role in engaging with exempt entities, and in 
reviewing existing registered and individual exemptions. 

The guideline contain stronger requirements for exempt entities to keep 
the information on registered exemptions up-to-date. 

Increase 
accountability for 
unregulated billing 
agents  

The published information contained on the register of exemptions be 
expanded to include the details of any billing agent providing retail 
services to the embedded network. 

Spotlight On: Hot water embedded networks 
In our Spotlight On report Hot water embedded networks, we shine a light on the importance of hot 
water as an essential service; its regulation in NSW; the need for residents to be covered by energy-
specific consumer protections; and why residents living in hot water embedded networks across 
Australia need access to Energy & Water Ombudsman schemes now and in the future. 

The National Energy Customer Framework (NECF) recognises energy (electricity and gas) as an 
essential service. Energy is needed to heat water which is an essential element of day to day life and 
so requires regulation and additional consumer protections. When the sale of hot water is separated 
from the sale of energy and water and becomes unregulated, it places the security of one of our 
long-standing essential energy services at risk. 

In 2019, there were 13,000 customers living in hot water embedded networks. By 2021, this number 
increased to over 49,000. These figures demonstrate a rapid growth in consumers who do not 
receive energy-specific consumer regulatory protections for the supply of hot water. 

EWON recognises the regulatory dilemma caused by the sale of hot water within embedded 
networks. This problem is linked to the current definition of energy as being ‘electricity or gas or 
both’ in the National Energy Retail Law (NERL). This definition omits hot water services from the 
consumer protections designed specifically for metered essential services. However, the sale of hot 
water has historically been part of basic energy services. For example, the Australian Energy Market 
Operator (AEMO) has long-standing Gas Retail Market Procedures for NSW and ACT that incorporate 
hot water meters into the delivery point for customers’ gas supply. Industry practice is already 
embedded for billing customers for gas based on measured hot water consumption. However, the 
AER’s Retail Exemption Guideline explicitly states that the sale of hot water is not the sale of energy. 
This inconsistency in our consumer framework has led to a rapid growth of a group of consumers 
without appropriate consumer protections. 

In May 2021, EWON convened a Roundtable discussion on hot water embedded networks with key 
regulatory stakeholders. The participants included senior representatives from the following bodies: 

• Australian Energy Market Commission (AEMC) 

• Australian Energy Regulator (AER) 

• Department of Industry, Science, Energy and Resources (Commonwealth) 

• Department of Planning, Industry and Environment (NSW) 

The discussion was both positive and constructive and participants agreed that the sale of hot water 
was a regulatory gap impacting an important consumer service. 
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We have invited participants back for a second round of discussions and will be reporting on the 
outcome. We hope the focus of this discussion will be on practical consumer protection solutions to 
this growing consumer issue. 

Recommendation  
Any response to the growth of hot water embedded networks will require a coordinated effort 
between State governments and national bodies. We believe that the first critical step in extending 
appropriate consumer protections to hot water customers in embedded networks would be to 
create a new registrable class exemption in the AER’s Exempt Selling Guideline. 

We recognise that the AER does not currently consider the sale of hot water to be the sale of energy. 
However, AEMO’s Gas Retail Market Procedures shows that it is possible to incorporate hot water 
meters into a gas delivery point and allow customers to be billed for the energy used to heat the 
water, thus providing customers with appropriate consumer protections. 

We recommend that the AER create a registered exemption class for entities selling unmetered gas 
combined with a hot water service. This class would only apply to entities that bill customers for the 
energy (gas) used to heat the hot water, not entities that bill for litres of hot water used. 

This action would provide State jurisdictions with the opportunity to create regulations requiring hot 
water embedded networks operators to bill customers for the energy used to heat water and 
register an exemption with the AER. 

Again, the AER’s review of the guidelines provides an opportunity for consumer protection equity for 
all energy customers. 

Updating the Network and Retail Exemption Guidelines 
EWON welcomes the changes proposed by the AER in the consultation paper. EWON supports the 
AER’s following proposed initiatives: 

• Amending the network exemption guideline to require a single registrant. 

• Amending the network exemption guideline to include the retail exemption guideline 
disconnection obligations. 

• Amending the retail exemption guideline to require exempt sellers to provide residents with 
a hard copy or a link to a factsheet (developed by the AER) at the start of their tenancy, 
residency or supply agreement, when the customer requests this information and following 
an enquiry from a customer to leave an embedded network. 

• Amend the retail exemptions guideline to require exempt sellers to adopt affordability / 
hardship programs. 

• Requiring individual exemption applicants to provide evidence of the steps they have taken 
to obtain Ombudsman membership in the jurisdictions in which they intend to sell energy to 
residential customers. 

Our detailed response to each of the consultation questions is attached below. 

 

 
































