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Retail consultation procedure

This notice, including draft amendments to the ABRmpt selling guideline (the
guideline) and the registrable and deemed exemplasses, has been published in
accordance with the retail consultation procedetest in r. 173 of the National
Energy Retail Rules.

Written submissions on the draft amendments areinvited by 11 January 2013.
Late submissions may not be taken into account.

Submissions can be sent electronicallyABRInquiry@aer.gov.awith the title
“Revised exempt selling guideline”, or by mail to:

General Manager, Retail Markets Branch
Australian Energy Regulator

GPO Box 520

Melbourne VIC 3001

Submissions provided by email do not need to beiged separately by mail.

PLEASE NOTE:

The AER prefers that all submissions be publicly available to facilitate an informed and transparent consultative
process. Submissions will therefore be treated as public documents unless otherwise requested, and will be placed
on the AER’s website (www.aer.gov.au). Parties wishing to submit confidential information are asked to:

= clearly identify the information that is subject of the confidentiality claim
. provide a non-confidential version of the submission for publication, in addition to the confidential one.

The AER does not generally accept blanket claims for confidentiality over the entirety of the information provided.
Such claims should not be made unless all information is truly regarded as confidential. The identified information
should genuinely be of a confidential nature and not otherwise publicly available.

In addition to this, parties must identify the specific documents or relevant parts of those documents which contain
confidential information. The AER does not accept documents or parts of documents which are redacted or ‘blacked
out’.

For further information regarding the AER’s use and disclosure of information provided to it, please refer to the
ACCC-AER information policy: the collection, use and disclosure of information, which is available on the AER
website under ‘Publications’.




1 Purpose and background to the AER
Exempt selling guideline

Under the National Energy Retail Law (Retail Lasperson who sells energy must
hold either a retailer authorisation or a validrapéion. Most entities that sell energy
are authorised retailers, with responsibilitiesaétin the Retail Law and National
Energy Retail Rules (Retail Rules).

However, there are some situations where energgldsbut a retailer authorisation
may not be appropriate. Such situations could aeldor example, the sale of energy
in retirement homes or caravan parks, where an olbunes energy from an
authorised retailer and then ‘onsells’ to residelttsay be burdensome and
unnecessary to compel these businesses to ohtaiailer authorisation under the
Retail Law.

The Retail Law provides for such situations byllmy the Australian Energy
Regulator (AER) to exempt certain selling arrangetsérom the requirement to hold
a retailer authorisatiohThe Retail Law and Rules set out the exempticarmémwork,
and the AER is responsible for regulating this fearark.

The Retail Rules provide for three different typégxemption:
= deemed exemptions, which apply automatically te¢hwho are eligible

= registrable exemptions, which apply once they Hmean registered with the AER
and

* individual exemptions, which are available by fotmpplication to the AER.

Under the Retail Law, the AER must develop and ighldn exempt selling guideline
(the guideline} The AER consulted extensively in developing theent guideline
and the current classes of deemed and registrablaions, undertaking three
rounds of consultation (including two stakeholdsums), plus an additional targeted
consultation relating to hardship customers.

The AER published the guideline and the deemedegidtrable exemption classes in
December 2011, ahead of the expected commencerniret Betail Law and Rules
on 1 July 2012.

At the time of writing this notice, only the ACT @ asmania had commenced the
Retail Law. Tasmania, however, has not adoptedHER’'s exempt selling
framework, and therefore, the AER’s Exempt seltyagdeline does not apply to
sellers in Tasmania. New South Wales has indigateidl commence the Retail Law

1 Section 110 of the Retail Law.
2 Rules 149, 150 and 151 of the Retail Rules.
3 Section 118 of the Retail Law.




on 1 July 2013. South Australia, Victoria and Qustand have not yet determined
commencement dates.

The AER has been accepting exemption registradodsapplications for individual
exemptions since the publication of the guidelm®ecember 2011.

1.1 Rationale for amendments

The AER has been accepting exemption registradodsapplications for individual
exemptions since the current guideline was pubtistiespite the delay in the
introduction of the Retail Law in most jurisdict®rDuring that time the AER has
also worked with non-authorised sellers to helprtheetter understand their
obligations under the new exempt selling framewadtks has led to greater AER
awareness of the type and extent of onselling émer mon-authorised selling of
energy in the community. As a result, a numberesf gituations which may fall
under the exemptions framework have come to ligsind, further complexities have
been revealed.

Feedback suggests that the guideline has provicuttifor potential exempt sellers
to follow and that the exemptions classes coulegebefmom further fine-tuning. The
AER has therefore revised and restructured theetjnelto make it clearer and more
user-friendly, as well as amending several regitrand deemed exemption classes.

This notice accompanies the revised guideline aaded deemed and registrable
classes of exemption, to provide background antbegpory material.

1.2 Overview of amendments
Guideline

The AER has amended its guideline for further tfaand simplicity. The guideline
has a substantially different structure from thevpus version. The AER has also
separated thguideline and the determinatio(which set out the classes of
exemption, and associated conditions) into two dwenis.

Deemed and registrable exemptions

Some new exemption classes have been createdlard deleted. Some classes have
also been made less prescriptive to enable a broacige of non-authorised selling to
be captured.

1.3 Legislative requirements

Where a person or business’ primary businesssslt@nergy, the AER will normally
require that they apply for a retailer authorisatidowever, the Retail Rules
empower the AER to exempt certain sellers wherecggpiate.




The AER can determine to exempt certain classegrsons, by either deeming them
to be exempt or requiring a person within a clas®gister with the AER The AER
may also decide to grant an individual exemptioa f@rticular person.

The AER may from time to time amend the deemedragitrable exemption
determinations by following the retail consultatijprocedure set out in the Retall
Rules®

When exercising its exempt selling powers, the ARt take into account the
following policy principles:

= that regulatory arrangements for exempt persongl@mmt unnecessarily diverge
from those applying to authorised retailers,

= that exempt customers should, as far as practicbblafforded the right to a
choice of retailer in the same way as comparaltéel @istomers in the same
jurisdiction are, and

= that exempt customers should, as far as practicabtébe denied customer
protections afforded to retail customers in theaRéw and Retail Rules.

The AER may also have regard to the exempt salated factors and the customer
related factors when exercising its exempt sellimgtions®

The AER’s exempt selling guideline, in additionpimviding information about
exemptions, must set out:

= procedures for applying for the grant, variatiomerocation of an individual
exemption,

= the information that must be provided by an applidar an individual exemption,
= requirements relating to registered exemptions,

= guidance on the application of the exempt sellated factors and the customer
related factors in making any decision relatingxemptions,

= the categories of deemed and registrable exemp@masany associated
conditions of exemption that are to apply, and

* any other matters that the AER considers releVant.

4 Rules 150(1) and 151(1) of the Retail Rules.

> Rule 149(1) of the Retail Rules.

®  Rules 150(3) and 151(4) of the Retail Rules. fitail consultation procedures, which the AER
must follow when amending the guideline, are s¢tapu. 173 of the Retail Rules

" Section 114(1) of the Retail Law.

8 These are set out at sections 115 and 116 élekesl Law.

o Rule 154 (1) of the Retail Rules.




The guideline also sets out the AER’s consideratmmthe exempt seller and
customer related factors, and how these have méekthe AER’s conclusions on
exempt selling.

The AER may amend the guideline at any time in ataace with the retalil
consultation procedurées.

10 gection 118 of the Retail Law. The retail coreidin procedures, which the AER must follow

when amending the guideline, are set out at r.df7Be Retail Rules.




2 Proposed revisions to guideline

The AER proposes a number of revisions to the djueleThese revisions are
intended to better explain the AER’s approach tengxt selling, and to remove
redundancies and inconsistencies in the classgsamhed and registrable exemptions.
The revisions are also intended to make the cldessprescriptive (see Section 3).
The key changes to the guideline are discussedvbelo

2.1  Specialist external providers

An owner/operator of an embedded network may emalgpecialist external
provider to undertake some or all energy sellingctions on their behalf. Their
functions may include liaising with customers, arigang connections and
disconnections, issuing bills to customers and lag@nergy related complaints.
The specialist external provider may also contvatit an authorised retailer for the
supply of energy. These functions are core, naotlerdal, to their business.

The activities of specialist providers raise sevssaes. One relates to who should
hold the exemption — the specialist provider orahdedded network owner/operator
(only the embedded network owner/operator is digibr a class exemption; a
specialist onseller needs to apply for an individxa@mption). Another issue relates
to whether a specialist provider who holds an itligl exemption should be required
to apply for an authorisation.

In relation to the first issue, the AER considérat it is the entity that is contracted to
buy energy from an authorised retailer (and theesbears the risk of any non-
payment) that must hold the exemption. The follgpexamples demonstrate how
this works:

Example A

An embedded network owner/operator has a contrabtawetailer to buy
energy, which it then onsells to residents/tenarite. embedded network/owner
employs a specialist provider to undertake all pinectical aspects of onselling,
such as billing and metering.

In this situation, the embedded network owner/oferna eligible for a class
exemption as it holds the contract with the reta@led bears the risk of the
onselling. The specialist provider is simply anatge

Example B

An embedded network owner/operator wishes to oaseligy. They contract a
specialist provider to provide this service. Thedglist provider negotiates
and forms a contract with a retailer to buy energiie specialist provider then
onsells this energy to customers within the emiskdeéévork.

In this situation, the specialist provider mustab an individual exemption

(or authorisation) as they hold the contract wilie tretailer and bear the risk of
the onselling. As they are not the network ownevator, they are ineligible

for any of the class exemptions. The network owperator would only need to
obtain a network exemption.

10



The second issue relates to the circumstancesiohwan external provider (or any
other non-authorised energy seller) will be reqliieapply for an authorisation. The
AER is likely to require an energy seller to apfdya retailer authorisation in the
following situations:

1. Energy is being bought and sold on a large scale:large number of
customers, and/or to many different sites, andai/darige volumes.

2. Energy is being sold for profit: it is not beingddor reasons of convenience
or priced merely for cost recovery.

3. Selling energy is a core function of the entityisimess — it is not incidental.

4. The seller’s relationship with their customersaséd solely on their role as
an energy seller; there is no other relationstop ékample, a landlord/tenant
relationship).

The AER is of the view that businesses that arectffely acting as energy retailers
should be required to meet all of the obligationd eequirements imposed on
authorised retailers.

The guideline has been amended to clarify thesesss

2.2  Clarification of “exempt selling”

The current guideline focuses particularly on epengselling. Although this is
probably the most prevalent form of non-authorieedrgy selling, it is not the only
form. The AER has amended the guideline to inchitier types of non-authorised
energy selling, for example in “off grid” situatismvhere a person is both generating
and selling energy. In general, “off grid” energgfling, or other energy selling
arrangements that involve both the generation atedaf energy, will require an
individual exemption. The guideline has therefoeerbamended to apply to energy
selling generally (and not onselling, specifically)

2.3 Pricing for commercial and retail customers

The current guideline provides that small residgmiiistomers cannot be charged
more than the local area retailer’s standing offe AER has amended the guideline
to extend this pricing protection to smagdtail and commerciatustomers in
embedded networks, where those custordensothave access to a retailer of choice.

This represents a departure from the AER’s preWdusld view that it does not have
the power to make pricing conditions for non-resié# exempt customers.This
view is based on r. 152 (4) of the Retail Rulesicistates that:

Where the AER determines that it is appropriatienipose a condition in relation to prices to
be charged to exempt customers at residential pesntiy an exempt seller, the AER must
ensure that those customers are charged no mar¢hthatanding offer price of the local area
retailer.

* AER Exempt selling guidelinddecember 2011, p.14.

11



However, given the prevalence of onselling to comumaéretail customers in
embedded networks, the AER has further investigiésddgal options under the
Retail Law. The AER has determined that rule 158@Bsnot preclude the AER
from making pricing conditions for small commeradalretail customers.

The AER acknowledges that retail and commerciatiorners would not ordinarily
have access to pricing protections under the Rea&il However, unlike customers
of authorised retailers, exempt customers in eméeae@tworks do not have easy
access to contestable markets. The AER understaatdlsome customers in
embedded networks cannot access retail contesyaddilall, for example, traditional
inset customers in South Australia. This inabildyaccess a retailer of choice places
the exempt customer at a significant disadvantaggwmegotiating with their exempt
seller.

Further, the AER understands that such a pricimglition is consistent with current
jurisdictional arrangements for pricing in embeddetivorks. On this basis, we
consider that the inclusion of a price cap conststéth the local area retailer’s
standing offer is not an onerous requirement omgxesellers.

2.4  Multi-site exemptions

The AER’s current guideline states that the AER mok generally grant exemptions
covering multiple sites, particularly where sellieigergy is a core activity for the
entity. The AER considers that where a seller betdike a “traditional” retailer, a
retailer authorisation will usually be more appiaf®. In these circumstances the long
term interests of consumers are better servedéyatige of customer protections that
an authorised retailer is required to provide.

However, where the AER believes it is in the indé&sef customers, it may consider
granting a multi-site exemption. These circumstangelude, but are not limited to,
situations where the selling is:

= provided as a community service
® incidental and arises out of a relationship of @mence

® incidental and arises from a long-standing histdnielationship between the
seller and the customer(s).

The AER has revised the guideline accordingly.

2.5 Solar panels

The AER notes a relatively new business modelHersale of solar panéfsvhereby
the solar panel company installs solar panelscastomer’s premises but retains
ownership of the panels. The solar panel busirseable to recover the cost of the
infrastructure by entering into long term energg@y contracts (for example, 20
years) with customers. Customers are effectivelyndao take supply from the

12 These are referred to by some businesses as “Fawenase Agreements”.

12



business and must, if they wish to opt out, paybiligness the depreciated purchase
and installation price of the solar panels.

These arrangements are an alternative to traditsmtar panel installation models
where a property owner buys solar panels outrayid, then is entitled to use or sell
any surplus energy generated. The sale of surplergg back into the grid is
managed by the customer’s retailer and the custewerly charged — or credited —
for their net usage.

It is important that this new business model idtdeah under the exempt selling
framework (it is currently not) as, fundamentaityinvolves the sale of energy. It also
raises important customer protection issues, paatily given that the model is based
on the customer entering into a significantly |aegn contract.

It would be difficult to create an exemption cléisat encompassed the various types
of arrangements possible under this new businesieimadditionally, the AER does
not consider such arrangements to be ‘incidentdéssof energy. Individual
exemptions may therefore be more appropriate fertyipe of energy sale. As noted
in the previous section, the AER prefers not tograulti-site exemptions but
considers this to be a situation where it mighivMaeranted if it were in the best
interests of customers. The alternative would befousiness to seek an individual
exemption for each property that entered intotlype of solar panel arrangement.

If the AER did decide to grant a multi-site exeroptit would be restricted to the
particular type of selling (worded to replicate #pecific contractual model) being
undertaken by the seller. The seller operating utide exemption will not be able to
sell energy under any other business model; fomgka, they will not be able to use
their exemption to sell energy in a shopping ceatran apartment block. The AER
will also attach conditions to the individual exeiop to provide appropriate
consumer protections. These are likely to inclunleditions relating to:

» the length of the solar panel contract

* a mandatory cooling off period

» the way in which customers are billed

» the way in which customers are metered

* the need to make provisions for customers exparngrimancial difficulty
» disconnection provisions

» obligations for information disclosure to customers

* customer buy-out of panels.

The AER may consider that at some point it is my&y appropriate for an entity to
operate under an exemption and that they shoully &mpa retailer authorisation.
This will usually occur when the seller has chantjednature or scope of their
activities, or has expanded the scale of its dawui

13



3 Proposed revisions to exemption classes
3.1 Schedule of amendments to the Exempt Selling Gu ideline
Activity Proposed amendments Reason for amendments
Class D1 « Class deleted and Deletion of original D1
replaced with a new | Although we do not consider common area chargingptustitute a sale of energy
Replace: exemption class that | this class was originally included in the guideliioe the avoidance of doubt.

. _ mirrors class D2 Stakeholders have indicated that the purpose ofldss is confusing. Given this
BGGHGS-QGHS‘GH’PG-F%GHB*HQ and the fact that the AER does not consider comanee charging to be a sale o
from-their-members;through energy, we propose removing this class from theegimie.
body corporate fees, the cost
of-{metered-orunmetered) Creation of new D1
energy used Under the current guideline there is a deemed exiemjor the sale of energy to
ircommeon-areas-within-the residential tenants below a certain threshold (28tomers). Given that
land affected by that body commercial or retail customers are likely to neesls regulatory oversight than
corporate residential customers, we propose creating a sinti&emed class for the sale of

energy by retail or commercial landlords below &aified threshold.
[This class will be closed to
Rew-entants-from-1-January The current threshold for a deemed exemption isudomers. We propose
2015-] lowering this to 10 customers as we consider thiset a small scale operation
With (particularly where those customers are resideiti@onversely, the sale of
ith:

Persons selling metered ener
to fewer than ten small retail
or commercial customers

within the limits of a site that

ay

they own, occupy or operate,

energy to 10 or more customers is a significantrajien that requires greater
regulatory oversight and should be registered @hduld not have to require an
individual exemption, which is the case for anyseking above the threshold
under the current guideline.(see class R1).

The conditions attached to the new class D1 will bethe same asfor class R1.

14



Activity

Proposed amendments

Reason for amendments

where the relationship is a
landlord/lessee relationship.

Class D2

Replace:

With:

Persons selling metered ener
to fewer than ten small
residential customers within
the limits of a site that they
own, occupy or operate, by a
body corporate, or where the
relationship is a

Classes D2 and D4
combined to create a
new class exemption
with the additional
[9Y amendments:

Bodies
corporate
included as
potential
exempt sellers

The threshold
for the number
of customers to
whom exempt
sellers can sell
energy lowered
from 20 to 10

L

aqy

The original D2 and D4 classes are very similae timly difference is that one
applies to relationships governed by jurisdictionasidential tenancy legislation
and the other does not. Given the same conditippydo both classes it will hel
simplify the guideline to consolidate the two. Bgnoving the reference to
“jurisdictional residential tenancy legislation” #nnew class will cover small
scale selling to all types of residential customers

The threshold has been reduced from 20 to 10 cestota better reflect the
regulatory risk between small scale (low risk) dadyer scale (moderate risk)
energy sales.

Bodies corporate engaged in small scale onsellingld/need to obtain a
registrable exemption under the current guideliflke AER considers that
residential customers of a body corporate do nethe greater level of
regulatory oversight than residential customerstbier types of landlords. A boc
corporate selling energy to 10 or more residentiastomers is still required to
obtain a registrable exemption.

The conditions attached will remain the same asfor the original class D2.

ly
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Activity

Proposed amendments

Reason for amendments

landlord/lessee relationship.

Class D3

Persons-eselling metered
energy to short term residents
for use within the limits of a
holiday accommodation site
that they own, occupy or
operate.

U7

Activity has been
extended to energy
selling generally, not
just onselling

While non-authorised energy sales mostly invohseling, not all do. The
guideline has been amended accordingly

Class D4

Remove:

Deleted as a stand-

alone class exemption;:

merged with class D2

See D2

16




Activity

Proposed amendments

Reason for amendments

Class D5

Persons-eselling unmetered
gas for use in premises withirn
the limits of a site that they
own, occupy or operate, wher
gas is used for limited
purposes.

* Activity has been
extended to energy
selling generally, not
just onselling

e

While non-authorised energy sales mostly invohseling, not all do. The
guideline has been amended accordingly

Class D6

Persons-eselling unmetered
electricity in Queensland to
small customers for use withi
the limits of a site that they
own, occupy or operate.

* Activity has been
extended to energy
selling generally, not
just onselling

While non-authorised energy sales mostly invohsebing, not all do. The
guideline has been amended accordingly

Class D7

Remove:

* Class deleted

Although we do not consider common area chargingptestitute a sale of energy
this class was originally included in the guideliioe the avoidance of doubt.
Stakeholders have indicated that the purpose ofltmees is confusing. Given this
and the fact that the AER does not consider comanee charging to be a sale o
energy, we propose removing this class from thdedimie.

17



Activity

Proposed amendments

Reason for amendments

governed-by-commereial or
" loislation.

Class D8

Persons-eselling energy to a
related company within the
limits of a site that they own,
occupy or operate.

Activity has been
extended to energy
selling generally, not
just onselling

While non-authorised energy sales mostly invohseling, not all do. The
guideline has been amended accordingly

Class R1

Replace:

With:

Persons selling metered ener
to ten or more small retail or
commercial customers within

ay

Class limited to
persons onselling to 1
or more customers pe
site

The requirement that
the landlord/tenant
relationship be
governed by
commercial or retalil
tenancy legislation is
removed

The 1 January 2015
sunset clause is
removed.

This class of exemption has been amended, intpdgtter reflect the regulatory
Drisk between small scale and larger scale enerdgss&mall scale onselling to
r retail/commercialand residential customers will now fall under deemed
exemptions (D1 and D2, respectively). Personsngeinergy to 10 or more
customers for a given site will need to registairtiexemptions. The amended
exemption class mirrors the new exemption clastafger scale residential
energy selling (R2).

We understand that not all landlord/tenant relasbips fall under commercial
tenancy legislation and we do not wish to excluddhsarrangements. The
requirement that landlord/ tenant relationshipsgmerned by commercial or
retail tenancy legislation has therefore been reatbv

We consider the regulatory risk for this type aiaty to be relatively low and ng
warranting individual exemptions. The AER considergstration will provide
sufficient protection for small commercial and rietaistomers who buy energy
under this class. The sunset clause for anyonefaltsainto this category and
commences selling energy after 1 January 2015leefore been removed.

—
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Activity

Proposed amendments

Reason for amendments

the limits of a site that they
Own, OCcupy or operate, whel
the relationship is a

landlord/lessee relationship

e

The conditions attached to R1 will remain the same.

Persons selling metered ener
to ten or more small residenti
customers within the limits of
a site that they own, occupy d
operate, by a body corporate,
or where the relationship is a

ay
al

=

Class deleted and
replaced with a new
class exemption that
includes
landlords/lessors but
limited to persons
selling to 10 or more
customers per site.

New requirement that
anyone that engages i
this type of activity on
or after 1 January 201
must apply for an
individual exemption.

The amendment removes inconsistencies in the dugugsheline between similar
types of non-authorised energy selling. Under tmeent guideline only landlords
onselling to fewer than 20 residential customersafgiven site are eligible for a
deemed exemption. Anyone selling to 20 or mordeasial customers needs an
individual exemption. Bodies corporate engagedtimee small scale or larger
scale onselling are eligible for a registrable ex#ion (R2).

This new exemption class mirrors the amended Riks.chs with R1 it applies to

larger scale energy selling activities (ie 10 ormmemall residential customers).

In addition, the class has been extended to incilldeon-authorised sellers of
nenergy, not just bodies corporate.

5 This amendment will result in a change for somelliamis selling energy to smal
residential customers; namely landlords sellind.@ or more customers will nov
need to register their exemption, whereas previpoasione selling to fewer than
20 customers was eligible for a deemed exemption.

The new class R2 will remain open until 1 Janud@$%, after which any bodies
corporate or residential landlords that commenchirsgto 10 or more residents
will need an individual exemption. The AER hasnakés step to discourage
developers of new buildings, and retrofitters astmng buildings, from creating
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Activity Proposed amendments

Reason for amendments

landlord/lessee relationship

[Individual exemption for
those who commence
onselling on or after 1 January

embedded networks. This is due to the significeatdtigal barriers that customer
face when they try to exercise their rights to t@iter of choice.

The conditionswill bethe same asfor the current class R2.

2015]

Class R3 » Activity has been While non-authorised energy sales mostly invohaeting, not all do. The
extended to energy | guideline has been amended accordingly

Persons-eselling metered selling generally, not

energy to residents for use just onselling

within the limits of a

retirement village that they

own, occupy or operate, where

the relationship between the

person and the resident is

governed by retirement village

legislation.

Class R4 » Activity has been While non-authorised energy sales mostly invohaeting, not all do. The
extended to energy | guideline has been amended accordingly

Persons-eselling metered selling generally, not

energy to residents for use just onselling

within the limits of a caravan
park, residential park or
manufactured home estate that
they own, occupy or operate,
where the premises are the

20




Activity

Proposed amendments

Reason for amendments

principal place of residence fq
the resident.

r

Class R5

Persons-eselling metered
energy to large customers.

* Activity has been
extended to energy
selling generally, not
just onselling

While non-authorised energy sales mostly invohseling, not all do. The
guideline has been amended accordingly

Class R6

Persons selling metered ener
to small business customers

a site or premises adjacent ta
site that they own, occupy or

operate

* New exemption class

ay
At

a

Since publication of the guideline the AER has bexaware of a number of long
standing relationships where a person who ownsfoiesua site is selling energy
to an adjacent site. These arrangements are gelyaraltually convenient for
both the seller and customers.

These arrangements are not currently covered dgssexemption, rather seller
have to apply to the AER for an individual exemptibhis might be considered
burdensome by some sellers and could result in thighdrawing the service. Th
could potentially lead to inconvenience and addidilocosts for the customer.
Further, the AER considers registration is adequateéhese arrangements.

The conditions that are to apply to this class will be the same as the conditions
for classR1. (Both classes R1 and Rfeate an exemption for the onselling of
energy to small commercial or retail customers. ©hby difference between ther
is that in the former the selling occurs within giee owned/operated by the
exempt seller, whereas in the latter it occurs oradjacent site. )

)
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Activity

Proposed amendments

Reason for amendments

Class R7

Persons selling unmetered
energy to small business
customers at a site or premis
adjacent to a site that they
own, occupy or operate, whel
the selling commenced prior {
the commencement of the
National Energy Retail Law in
the jurisdiction.

* New exemption class

While the AER does not support the sale of unneemergy, it is aware of legag
arrangements where the unmetered sale of enemgcisring. As this constitutes
a sale of energy it should be regulated to enshia¢ ¢ustomers receive
appropriate protections. On this basis, we are @spg a registrable class
exemption for unmetered sales of energy in comaleycretail situations only.

This exemption will be available only to existimggagements, that is,
arrangements that were in place before the Re@iV and Rules commenc¥d.
Anyone that commences selling unmetered energytladt@pplicable date will
need to either install sub-meters at the site @npises (and obtain an R1
exemption), or apply to the AER for an individuamaption. The AER will
consider approving an exemption for unmeteredrsgelinly in exceptional
circumstances.

The AER proposes the same conditions as class R1, with some amendments to
reflect the unmetered nature of the sale (for example, meter reading
requirements).

(Sellers operating under class D6, namely persorselling unmetered electricit
in Queensland to small customers for use withinithiés of a site that they own,
occupy, or operate, are excluded from this class.)

13

At the time of publication of this notice of drafistrument, only the ACT and Tasmania had implete@ the National Energy Retail Law and Rules. Ngmwith Wales

has indicated that it will commence the Retail Lawl July 2013. Other jurisdictions have not yatamced dates for commencement.
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