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Dear Mr Anderson 

Review of rate of return guideline - evidence sessions 

Evoenergy welcomes the opportunity to provide a submission on the rate of return guideline 

evidence sessions, discussion papers and transcripts. Evoenergy has found the evidence 

sessions a useful process for identifying and prioritising key areas of agreement and 

differences between experts, and an important step in developing a guideline that is capable 

of acceptance by all stakeholders. This submission provides Evoenergy's high level views 

on key issues covered in the evidence sessions. Evoenergy supports the more detailed 

submission prepared by the Energy Networks Association (ENA) on the issues covered in 

the evidence sessions to date (being gearing, financial performance measures, risk and 

judgement, gamma, �quity beta, the market risk premium (MRP) and the automatic 

application of the rate of return) and this submission should be read together with the more 

detailed ENA submission. 

Evoenergy understands that the AER will conduct a separate consultation process in relation 

to the cost of debt and looks forward to providing its views in later stages of the guideline 

review process. 

Principles for the new guideline 

Evoenergy considers the rate of return guideline should be consistent with the decisions of 

the Australian Competition Tribunal (Tribunal) and Federal Court and is otherwise supportive 

of an evolutionary approach to the rate of return guideline review. There has been substantial 

time and effort invested in the Tribunal and Federal Courts reviews and, accordingly, any 

rate of return guideline should be consistent with their decisions. Where a change is 

considered appropriate, it should be applied symmetrically (in the same way to potential 

increases and decreases in parameter estimates) and consistently (if one parameter is left 

unchanged then other parameters, where the evidence for change is weaker, must also be 

left unchanged). Further, the AER should only change the value of parameters in a manner 

that is consistent with the direction of market evidence since the 2013 guideline. This 

approach will provide stability and predictability, which is important for all stakeholders. 
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