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1. Introduction

ERM Power Retail Pty Ltd submits this documentation to the Essential Services Commission (“the
Commission”) as an application for a Gas Retail Licence.

This documentation meets the information requirements set out in the Commission’s “Guidance
Notes for Applications for Gas Licences and the Transfer of existing Gas Licences, October 2006”.

1.1 Background

ERM Power Limited (“ERM Power”) is a publicly listed company registered on the Australian
Securities Exchange. Founded in 1980 as a specialist energy advisory firm, ERM Power has grown
into an energy company which operates electricity sales, generation and gas exploration and
procurement businesses in Australia.

ERM Power’s electricity retail sales business, ERM Power Retail Pty Ltd (“ERM Power Retail”), was
established in 2007. ERM Power Retail is a 100% wholly owned subsidiary of ERM Power.

ERM Power Retail is a licenced electricity retailer in all the states and territories of Australia
(Queensland, New South Wales, the Australian Capital Territory, Victoria, Tasmania, South Australia,
Northern Territory and Western Australia).

ERM Power Retail is a niche retailer who contracts with large commercial and industrial customers.
We currently supply to over 7,000 customer meters. Our customers operate in a wide range of
industries including manufacturing, mining, education, healthcare, infrastructure, retailing,
government and consumer staples.

We have the proven ability to provide large commercial and industrial energy users with tailored
energy solutions. This is achieved primarily through our customer-centric focus, working with
customers to deliver a product specifically designed to meet their needs.

With highly established capabilities in electricity, ERM Power Retail now intends to expand its service
offering by becoming a duel fuel retailer, adding gas to its capability set.

We intend to retail to the large customer market only (those who consume above 1 TJ per annum).

Further information on our business can be obtained on our website, www.ermpower.com.au.

1.2 Our People

ERM Power’s people are working from the ground up to meet Australia’s growing demand for
cleaner, greener, gas-fired energy.

Our performance, growth and success are the result of our strategy to invest in skilled and talented
employees who are experts in the energy market. ERM Power has about 120 employees who are
located in Queensland, New South Wales, Victoria, Tasmania and Western Australia. Investingin
people of the highest calibre means that ERM Power is able to move quickly and intelligently to seize
opportunities and add value for our customers and shareholders.

Many of ERM Power’s staff are also our shareholders.


http://www.ermpower.com.au/

At ERM Power we pride ourselves on having built a company that consistently delivers, while helping
preserve the environment and our communities for future generations.

1.3 Our Customers

Independent survey “Utility Market Intelligence”, conducted by independent research firm NTF
Group in November 2011 (16th year of the survey), found ERM Power Retail to be the leading
business retailer in the NEM, as assessed by customers in several key categories. The research was
based on a survey of 597 business electricity customers, including approximately 100 from each of
six major participating electricity retailers. A copy of the results of this research is provided in
Appendix 1.

The survey found the following —

e ERM Power Retail has the highest proportion of satisfied customers compared to all other
business retailers included in this study.

e ERM Power Retail dominates all other business retailers in terms of customer satisfaction
with billing (with 93% of existing customers indicating that they are satisfied or very satisfied
with ERM Power Retail’s existing billing service, a higher proportion than all the other
retailers surveyed).

e ERM Power Retail has the highest proportion of customers satisfied with their Account
Management.

e ERM Power Retail has the highest customer satisfaction with information provision and
technical advice.

The slide below shows a summary of customer satisfaction in several specific key service areas.



Satisfaction with Service Areas

ERM Power was the best performing retailer in all areas except being a multi-utility.
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It can be seen that ERM Power Retail is assessed by customers to be the best performing business
retailer in all service areas, with the exception of being a multi-utility. In response to this result,
ERM Power Retail is expanding its capabilities to become a multi-utility, positioning itself to be able
to offer its customers both gas and electricity solutions. We are committed to providing our future
gas customers the same level of service excellence as we have demonstrated in the area of
electricity.

1.4 Our Board of Directors

ERM Power’s Board comprises a Non-Executive Chairman, a Non-Executive Deputy Chairman, three
Non-Executive Directors, and a Managing Director. ERM Power Retail has a Board comprising the
members of the ERM Power Board and the Chief Executive Officer of ERM Power Retail as a Director.
Our Board members are:

ERM Power Retail Pty Ltd ERM Power Limited
Anthony (Tony) Bellas Non-Executive Director Non-Executive Chairman
Trevor St Baker Non-Executive Director Non-Executive Deputy Chairman and
Founder
Martin Greenberg Non-Executive Director Non-Executive Director
Brett Heading Non-Executive Director Non-Executive Director
Antonino (Tony) Non-Executive Director Non-Executive Director
lannello
Philip St Baker Chairman Managing Director and CEO




William Mitchell Director and CEO
Anderson

The role of the Board is to represent the shareholders and to promote and protect the interests of
the company.

Profiles of our Directors are provided below.

Anthony (Tony) Bellas — Non-Executive Chairman of ERM Power Limited, Non-Executive Director
of ERM Power Retail Pty Ltd

MBA, BEc, DipEd, CPA, FAIM, MAICD

Tony joined ERM Power as a Non-Executive Director in October 2009, bringing to the business
almost 25 years’ policy and operational experience within the energy industry. He was appointed
Non-Executive Chairman in October 2011.

Tony was previously CEO of the Seymour Group, one of Queensland’s largest private investment
and development companies. Prior to joining the Seymour Group, Tony held the position of CEO of
Ergon Energy, a Queensland Government-owned corporation involved in electricity distribution and
retailing in Queensland. Before that, Tony was CEO of CS Energy, also a Queensland Government-
owned corporation and the State’s largest electricity generation company, operating over 3,500
MW of gas-fired and coal-fired plant at four locations in Queensland.

Tony also had a long career with Queensland Treasury, reaching the position of Deputy Under
Treasurer, where he had oversight of a number of related Queensland Treasury operations. In
2000, as an Assistant Under Treasurer, he was responsible for the Industry and Energy Division of
Queensland Treasury and was heavily involved in formulating the State Government’s energy
strategy.

Tony has an MBA from Queensland University of Technology, and a Bachelor of Economics and a
Diploma in Education from the University of Queensland. He is a Fellow of the Australian Institute
of Management, and a Member of the Australian Institute of Company Directors and CPA Australia.

Other ERM Power responsibilities:

Chairman of the Nominations Committee, member of the Audit and Risk Committee, and a
member of the Remuneration Committee

Other appointments:
e Non-executive Chairman of Corporate Travel Management Ltd
e Non-executive Deputy Chairman of Guildford Coal Ltd
e Director of Australian Water Queensland Pty Ltd

e Non-executive Director of Watpac Limited until October 2010

Trevor St Baker — Non-Executive Deputy Chairman and Founder of ERM Power Limited, Non-
executive Director of ERM Power Retail Pty Ltd

BEng, BA, MAICD, FAusIMM, FIEAust, FAIE

Trevor St Baker founded ERM Power in 1980 as a development company, Energy Resource
Managers Pty Ltd, and energy consulting practice, ERM Consultants, consulting to major energy and




resource companies on energy development planning; including the undertaking of a number of
Australian Aid projects in the energy sector internationally on behalf of the Australian Government.

Trevor has more than 50 years’ national and international energy industry experience, beginning
his career as a cadet engineer with the Electricity Commission of New South Wales in 1957, before
establishing Queensland’s first Generation Planning Department for the Southern Electric Authority
of Queensland in the early 1970s. He later worked to establish the Resources Division of the State
Electricity Commission of Queensland, managing the deregulation of power station coal
procurement in Queensland and negotiating coal supply contracts for Queensland power stations
up to 1980.

Trevor was Executive Chairman of ERM Power from January 2000, until he was appointed Non-
Executive Chairman in June 2009. In October 2011 he became a Non-Executive Director, but
continued to provide mentoring and strategic planning assistance to senior executives of the
company.

Trevor holds a Bachelor of Engineering degree from the University of NSW and a Bachelor of Arts
degree (major in Economics and Psychology) from the University of Sydney. He is also a graduate of
the Australian Administrative Staff College of Mt Eliza in Victoria.

Trevor is a member of the Australian Institute of Company Directors. He is a Fellow of Engineers
Australia, the Australian Institute of Energy and The Australasian Institute of Mining & Metallurgy.
Other ERM Power responsibilities:

e Member of Audit and Risk Committee and the Nomination Committee

e Chairman of NewGen Neerabup Pty Ltd

e Non-executive Director of ERM Power Developments Pty Ltd

e Non-Executive Director of Oakey Power Holdings Pty Ltd, ERM Power Retail Pty Ltd and
ERM Gas Pty Ltd

e Director of ERM Oakey Power Pty Ltd
Other appointments:
e Chairman of National Generators’ Forum
e Chairman of Master Electricians Australia Limited
e Chairman of St Baker Wilkes Indigenous Educational Foundation Limited

e Director of the Queensland Resources Council

Martin Greenberg - Non-Executive Director of ERM Power Limited and ERM Power Retail Pty Ltd
BBus, DipCom, FCPA, JP

Martin was appointed as a Non-Executive Director in October 2006, bringing to ERM Power his
strong finance credentials and over 35 years of business experience.

Martin is currently the Managing Director of Apollan Investments Group, a Sydney-based company
specialising in venture capital, corporate finance, securities, and general investment. He is also the
Chairman of Liquid Capital Management (Australasia) Pty Ltd and an external member of CSIRO
Commercial Executive Committee.




From 1986 to 1999, Martin was a Director of Babcock & Brown, an international investment bank.
Prior to this he was a director of Morgan Grenfell Australia Limited and before that a Senior Vice
President with Security Pacific Group in London. Martin has been a director of several public
companies in Australia and New Zealand, and has an extensive range of national and international
contacts and experience, accumulated over the past 35 years.

Martin holds a Bachelor of Business degree and a Diploma of Commerce from the University of
Technology, Sydney. He is a Fellow CPA and a Justice of the Peace.

Other ERM Power responsibilities:
e Chairman of the Audit and Risk Committee
e Member of the Remuneration Committee and Nominations Committee
e Non-executive Director of ERM Power Developments Pty Ltd
Other appointments:
e Chairman AiMedics Pty Ltd

e Chairman of Selector Funds Management Ltd

Antonino (Tony) lannello - Non-Executive Director of ERM Power Limited and ERM Power Retail
Pty Ltd

BCom, FCPA, FAICD, SFFSIA, Harvard Business School Advanced Management Program

Tony joined ERM Power as a Non-Executive Director in July 2010, bringing to the business more
than 30 years' banking and energy experience.

Prior to embarking on a career as a non-executive director, Tony was Managing Director of
Western Power Corporation until its separation into four separate businesses. Previously he held a
number of senior executive positions at BankWest.

Tony holds a Bachelor of Commerce degree from the University of Western Australia. He is a Fellow
CPA, a Fellow of the Australian Institute of Company Directors, a Senior Fellow of the Financial
Services Institute of Australasia and a graduate of the Harvard Business School Advanced
Management Program.

Other ERM Power responsibilities:

e Chairman of the Remuneration Committee

e Member of Audit and Risk Committee and the Nominations Committee
Other appointments:

e Chairman of HBF Health Ltd

e Chairman of the MG Kailis Group

e Chairman of Energia Minerals Ltd

e Chairman of Intium Energy Ltd

e Director of SP Ausnet




Brett Heading — Non-Executive Director of ERM Power Limited and ERM Power Retail Pty Ltd
BCom, LLB (Hons), FAICD

Brett joined ERM Power as a Non-Executive Director in October 2010, bringing extensive
experience as a corporate lawyer and company director.

Brett has specialised in corporate law for 25 years, including mergers and acquisitions, capital
raising, ASX listings and advising boards of listed and unlisted public companies and government-
owned corporations. He has been a partner of McCullough Robertson Lawyers since 1985 and was
appointed chairman of partners in 2004.

Brett has been a director of a number of listed and unlisted companies. He has also held roles on
Federal Government boards, having been a longstanding member of the Takeovers Panel (1998 to
2009) and the Board of Taxation (2000 to 2009).

Brett holds a Bachelor of Commerce and a Bachelor of Laws (Hons) from the University of
Queensland. He is a Fellow of the Australian Institute of Company Directors.

Other ERM Power responsibilities:

e Member of the Remuneration Committee
Other appointments:

e Chairman of Trinity Limited

e Director of Wilson HTM Charities Limited

Philip St Baker - Managing Director and CEO of ERM Power Limited, Chairman of ERM Power
Retail Pty Ltd

BEng, MAICD

Phil commenced with ERM Power in September 2005 and was appointed Managing Director and
CEOQ in July 2006.

Since then, Phil has leveraged his extensive experience to transform ERM Power from an emerging
power development company into an integrated energy company which operates electricity sales,
generation and gas procurement businesses.

Phil has over 20 years of diversified international experience in the resources and energy industry
including exploration, mining, processing, smelting, refining, power and gas.

Prior to joining ERM, Phil had a 15 year career with BHP, where he progressed to the role of Global
Maintenance Manager, supporting BHP's 100+ businesses worldwide. For five years, Phil led an
international team tasked with facilitating operational business improvement across the entire
company.

Prior roles also include Vice President of Queensland Nickel QNI and CEO of NewGen Power.

Phil holds a Bachelor of Engineering (Mechanical) from the Queensland University of Technology
and is a member of the Australian Institute of Company Directors.

Other ERM Power responsibilities:
e Chairman of the Health, Safety, Environment and Sustainability Committee
e Chairman of ERM Power Retail Pty Ltd
e Chairman of ERM Gas Pty Ltd
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e Chairman of ERM Power Developments Pty Ltd

e Chairman of Oakey Power Holdings Pty Ltd

William Mitchell Anderson — Chief Executive Officer and Director of ERM Power Retail Pty Ltd

Mitch is the CEO and a Director of ERM Power Retail. Mitch joined ERM Power in April 2007 and
has been responsible for the development and management of ERM Power’s electricity sales
business.

Mitch has almost 20 years' experience in energy retailing and trading. His roles have ranged from
financial analysis to risk management, trading, retail operations, and sales. Mitch is a former
General Manager both in operations and sales for Ergon Energy and Contact Energy. In addition, he
has held business development, risk and corporate mergers, and acquisitions roles for companies in
New Zealand and the United States.

Mitch holds a Masters in Business Administration from the University of Southern California and a
Bachelor of Science from California State University. Mitch is an AFMA Accredited Individual and a
Responsible Manager for the Australian Financial Services License.

1.5 The Commission’s objectives

ERM Power Retail fully intends to enable the Commission to serve its primary objective of protecting
the long term interests of Victoria’s large energy consumers by providing additional competition into
the market, delivering greater choice and quality service to consumers. ERM Power Retail will not
win and retain customers if its value proposition does not compete with other retail providers.

ERM Power Retail in its pursuit of its commercial goal will not impede on the Commission’s
objectives regarding efficient investment, efficient operations, preventing monopolistic behaviour,

and preventing market power.

ERM Power Retail would not do anything contrary to the Commission’s objectives and will honour all
elements of the Gas Industry Act 2001, the Essential Services Commission Act 2001 and all related
regulations.

1.6 Statutory Declaration confirming that all information provided is true and correct

Appendix 17 includes a statutory declaration as required by the Commission, confirming that all
information provided in this application is true and correct.

2. General Particulars

Requirement Detail

Legal name ERM Power Retail Pty Ltd

Refer to Appendices 2 and 6 —
1. ERM Power Retail Certificate of Registration (Appendix 2)
2. ERM Power Retail ASIC extract (Appendix 6)

Trading name ERM Business Energy
ABN 87 126 175 460 (ACN 126 175 460)
Registered address for Riverside Centre, Level 5

11



correspondence 123 Eagle Street
Brisbane QLD 4000

Nominated contact person | Mitch Anderson

Chief Executive Officer and Director, ERM Power Retail Pty Ltd
Phone: (07) 3020 5133

Email: Manderson@ermpower.com.au

Form of energy for which Gas (large customers > 1 TJ annual consumption) only
retailer authorisation is
being sought

Diagram of Corporate Refer to Appendix 7
Structure

Date from which licence is | From 1 February 2013*

sought
Nature and scope of Retail of gas to large customers (> 1 TJ/pa).
operations proposed We do not intend to retail to small gas customers (those whose annual

gas consumption falls under 1 TJ).

Details of any prosecutions | None
or regulatory complaints

3. Organisational and technical capacity

3.1 Retail market skills and experience

ERM Power Retail has experience and expertise to deliver industry best practices to retail operations
to large gas customers. As mentioned in section 1.3, ERM Power Retail’s ability to provide
outstanding service to customers has been recently demonstrated by a Utility Market Intelligence
survey undertaken by independent research firm NTF Group, which revealed ERM Power Retail as
the leading business retailer across key service categories. These categories included billing,
information and technical advice and account management. Please refer to Appendix 1 for a copy of
the results of this survey.

Our sales staff are all highly experienced and offer personalised and quality service to our customers.

We have been a licenced electricity retailer since 2007. Detail of our existing licences is provided in
section 3.2.

Our technical capabilities are outlined in the body of this licence application and Appendix 9.

! This date is earlier than our intended operational start date, to allow sufficient time to secure AEMO
registration and complete other licence dependent activities.
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3.2 Existing retail electricity licence information

ERM Power Retail holds electricity retail licences in all states and territories of Australia, including
Queensland, New South Wales, Australian Capital Territory, South Australia, Victoria, Tasmania and
Western Australia.

ERM Financial Services Pty Ltd (a wholly owned subsidiary of ERM Power Limited) holds an
Australian Financial Services Licence and acts as a Financial Services Licence intermediary as part of
the ERM Power Limited Group.

3.3 Gas industry and wholesale energy skills and experience

In addition to energy retail experience mentioned in section 3.1, we have existing personnel with
expertise and experience in gas wholesale and retail markets, regulation, trading, as well as the
areas of geophysics, reservoir engineering, pipeline construction and process plant design and
construction and operations. With respect to retailing gas, we will leverage existing resources to
establish the gas retailing function however will also hire additional experienced and qualified gas
personnel where required. Staff will receive both internal and external training run by gas specialists
(e.g. training courses run by AEMO). Policies and procedures will also be amended or develop to
specifically cater to gas functions.

ERM Power Retail is currently a registered Market Customer in the National Electricity Market (by
AEMO) and in the Western Australia Wholesale Electricity Market (by the IMO). As a NEM and WEM
market participant, ERM Power Retail has demonstrated its ability to operate in wholesale energy
markets in compliance with all relevant market rules and procedures.

ERM Power Retail also has well established relationships with key industry participants, including
market operators, network operators, retailers, generators as well as energy users.

34 All gas functions to be resourced in-house in line with existing business model

All functions of ERM Power Retail’s retail operations are currently performed in-house. Similarly, all
functions of gas retail operations will also be undertaken internally to maintain control and quality;
no functions will be outsourced. These functions will encompass front office, middle office and back
office, including specific functions such as customer service, sales, settlements, billing, wholesale
supply contracting, operations (e.g. forecasting, nominations, bidding), wholesale market trading,
risk management, interfacing with wholesale and retail market system and network operator
systems, gas emergency management, financial control, regulatory compliance and legal counsel.
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3.5 Organisation chart

CEO/ Director

Mitch Anderson

GM Trading GM Operations (GM Sales Chief Financial Officer Retail Counsel GM Energy Solutions GM SME
David Guiver Steve Rogers Terry McCauley Warwick Lyon Mark White Chris Parratt James Dunstan

3 traders 10staff mutiple staff to come

3.6 Qualifications, skills and experience of our Management Team
3.6.1 ERM Power Retail Management Team

The ERM Power Retail Management Team have been with ERM Power Retail since its inception in
2007. A profile of each member of the Management Team that includes a summary of their
experience, skill and qualifications is provided below.

William Mitchell (Mitch) Anderson — Chief Executive Officer and Director

Mitch joined ERM Power in April 2007 and has been responsible for the development and
management of ERM Power’s electricity sales business.

Mitch has almost 20 years' experience in energy retailing and trading. His roles have ranged from
financial analysis to risk management, trading, retail operations, and sales. Mitch is a former General
Manager both in operations and sales for Ergon Energy and Contact Energy. In addition, he has held
business development, risk and corporate mergers, and acquisitions roles for companies in New
Zealand and the United States.

Mitch holds a Masters in Business Administration from the University of Southern California and a
Bachelor of Science from California State University. Mitch is an AFMA Accredited Individual and a
Responsible Manager for the Australian Financial Services License.

Warwick Lyon — Chief Financial Officer — Retail

With around ten years of experience in the electricity and gas industries in Australia, Warwick joined
ERM Power Retail in 2007 to help with the start up of the electricity sales business. As Chief
Financial Officer of the ERM Power Retail business, Warwick is responsible for all finance,
accounting, risk management and governance matters. Warwick has twenty years of professional
experience across a range of industries, including professional accounting, funds management,
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banking and energy.

Warwick holds a Bachelor of Commerce degree, is a Chartered Accountant and a Graduate of the
Australian Institute of Company Directors.

Steve Rogers — General Manager Retail Operations

Steve has over ten years’ experience in the electricity industry and has over fifteen years’ experience
in utility companies. Originally an accountant, Steve migrated to specialise in risk management and
electricity retailing operations and has held various risk management and operational roles at
Ergon/Powerdirect/AGL.

Through his experience and qualifications, Steve has developed expertise in load forecasting,
electricity pricing, electricity markets and operational systems necessary to support a successful
electricity retailer.

Steve holds a Bachelor of Commerce degree from the University of Queensland.

Terry McCauley - General Manager Sales

Terry has worked in the energy industry for more than 25 years, joining ERM Power Retail as General
Manager Sales, following similar senior roles in other national energy companies.

Terry brings detailed knowledge of both electricity and natural gas markets, as well as an impressive
record of achievement. Under Terry’s guidance, the ERM Power Retail sales team has achieved
outstanding success.

Terry's Sales Team ensures that customers are provided with tailored energy solutions and excellent
service. His goal is to drive profitable sales and to meet and exceed expectations, and to position
ERM Power Retail as the retailer of choice for larger customers.

David Guiver — General Manager Electricity Trading

David Guiver, General Manager Trading has ten years’ experience in energy retailing focusing on
electricity, renewable energy and environmental certificate trading. David is an experienced trader
and maintains a strong understanding of the various national trading schemes, from both a
wholesale markets and regulatory perspective. David’s core responsibilities are the day to day
management of ERM Power Retail trading team’s activities which are currently primarily focused on
hedging the financial risk exposures that result from the sale of electricity to customers. These risk
exposures currently extend across the five state nodes in the National Electricity Market, four
mandatory emission liability schemes and several voluntary renewable and carbon abatement
programs.

Complementing his tertiary business qualifications, David is an AFMA Accredited Individual, and
holds the necessary industry accreditation to trade electricity, environmental instruments and credit
derivatives in the Australian energy wholesale markets. David is also a Responsible Manager for
ASIC purposes within ERM Power Retail.

Chris Parratt — General Manager Energy Solutions

Chris has been an energy professional for more than 10 years, with particular expertise in demand
response, demand management and embedded generation for large commercial and industrial
customers.

Given the new and innovative ideas to combat the challenges faced in the energy sector, Chris has
the technical and commercial experience and strong development approach that provides large
customers with opportunities and relevant information to assist in their participation of demand
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initiatives.
Chris has a degree in economics and marketing. He joined ERM Power after similar roles in business
development in the energy industry.

James Dunstan — General Manager SME Market

James is responsible for the development and management of a new growth initiative & platform,
the Small to Medium Enterprise (SME) Market. James brings 20 years’ experience in Business-to-
Business Markets from industries such as Banking & Finance, Information, Communications &
Technology, Marketing & Communications and Energy & Management Consulting.

Known for helping companies achieve their growth aspirations, James is a Strategy & Performance,
Sales & Marketing, Customer Experience Management, Leadership & Culture, Coaching & Mentoring
executive with extensive experience leading and driving high performance and instituting best-
practice evidenced by increased earnings, value & productivity.

James joins ERM Power from KPMG as Associate Director and AGL Energy Limited as National
Manager, Sales & Service, Merchant Energy.

His manifesto is ‘to help people to be their best and to do their best, enabling a high performance
culture and business’. With an Engineering (Electronics) background, James’ later professional
development and predominant career includes Kaplan and Norton’s Balanced Scorecard (Strategy
Management), Mercuri International, Miller Hieman, Huthwaite & Funnel Logic (Strategic Sales &
Marketing), Neuro Linguistics Programming (NLP), Change Mastery, Six Sigma (Green Belt) & Lean
(for process improvement) & Net Promoter Score (Customer Experience Management).

Mark White — Retail Legal Counsel

Mark White is the legal counsel for ERM Power Retail. Mark's area of specialty is in energy and
resources projects. He has particular expertise advising on regulatory issues impacting on
participants in the electricity industry. He has acted on all aspects of the deregulated energy
markets both in the eastern States and the Western Australian markets. He has advised participants
in the National Electricity Market on a range of issues including connection and access issues for
network entities and customers and market contracting issues for generators, retailers and
customers. Mark has extensive experience in drafting and negotiating complicated structured
electricity derivative products and power purchase agreements. He has also been involved in some
of Australia's largest energy transactions, developments, acquisitions and disposals.

Since joining ERM Power Retail, Mark has drafted and negotiated all relevant contracts for the
establishment of the retail operations. This has included ISDA Master Agreements and
confirmations, retail sale contracts, use of system agreements and coordination agreements. He has
also advised on contracts for the Western Australian markets, including bilateral contracts and
Electricity Transfer Access Contracts.

3.6.2 Quadlifications of employees and training policies

All our employees are required to have suitable qualifications relevant to their position and duties.
In addition, all employees receive regular training and maintain continuing education in their area of
expertise. The energy trading and risk management function consists of 7 qualified traders and risk
officers who all hold a Diploma of Financial Management and accredited by the Australian Financial
Markets Association (AFMA) under their financial services accreditation program. Each AFMA
accredited individual is required to complete 20 hours of training per year in order to maintain their
accreditation status.
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With respect to the Australian Financial Services Licence, we have 2 Responsible Managers and 4
Authorised Representatives.

Sales staff receive regular training on how to interact with customers.

ERM Power has a company code of conduct (which extends to ERM Power Retail ) which sets out
acceptable behaviour and interaction with colleagues, customers and other external parties. All
staff undertake training on the code of conduct in their induction when they join the company.

3.7 IT systems
Refer to Appendix 8.
3.8 Risk management, compliance and corporate governance

ERM Power Retail operates under the policies and procedures of its holding entity, ERM Power. This
includes an overarching corporate governance policy.

ERM Power Retail also operates under specific retail risk management and trading policies as well as
a code of conduct with which all employees need to comply. All policies are reviewed and updated
at periodic intervals.

3.8.1 Corporate Governance policy

ERM Power Retail operates in accordance with the Corporate Governance framework adopted by
ERM Power, aspiring to best practice corporate governance in accordance with the ASX Corporate
Governance Principles and Recommendations.

Responsibility for ERM Power’s corporate governance and compliance rests with the Board. The
Board’s guiding principle in meeting this responsibility is to act honestly, conscientiously and fairly,
in accordance with the law, in the interests of Shareholders (with a view to building sustainable
value for them), employees and other stakeholders.

The Board is specifically responsible for establishing the delegated limits of authority for ERM
Power’s executive employees and attending to matters reserved for Board decision-making.

ERM Power has a six-member board comprising a Non-Executive Chairman, a Non-Executive Deputy
Chairman, three Non-Executive Directors and a Managing Director. Together, the Directors have a
broad range of experience, expertise, skills, qualifications and contacts that bring value to ERM
Power and its businesses.

The Board has established an Audit and Risk Committee, Remuneration Committee and Nominations
Committee, all of which are chaired by an independent Non-Executive Director and comply with the
ASX Corporate Governance Principles and Recommendations.

A Health, Safety, Environment and Sustainability Committee chaired by the Managing Director
assists the Board in setting the policies and processes for compliance with all ERM Power’s
workplace health and safety obligations and environmental and sustainability matters. The Board
and Board Committees are administered by the Company Secretary, Peter Jans, who is also the
Group General Counsel.
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Separate functioning boards exist for ERM Power Retail, ERM Developments, ERM Gas and all
project joint venture entities. The Directors of ERM Power Retail include the Directors of ERM Power
and the CEO of ERM Power Retail.

ERM Power has adopted a Board Charter (which is reviewed and amended from time to time as the
Board considers appropriate) to give formal recognition of the Board’s role and responsibilities and
to specify how ERM Power is governed so as to promote ERM Power and protect the interests of
Shareholders, employees, customers and the broader community.

Our Board Charter and Audit & Risk Committee Charter and provided in Appendices 3 and 4.
3.8.2 Risk and Compliance Management Policy

ERM Power maintains a variety of policies, procedures and systems in relation to risk management,
compliance and corporate governance. As discussed above, the Board has ultimate responsibility for
ensuring that appropriate corporate governance, risk management & compliance frameworks are
established. In this regard, the Board has established the Audit & Risk Committee to oversee and
direct these matters, while management has established the Operational Risk Committee in order to
monitor and manage risk, compliance and governance matters in a more hands-on manner.

The risk management approach adopted by ERM Power is based on ISO 31000, with the
identification, analysis, evaluation, prioritisation, treatment, and ongoing monitoring, review and
reporting of risks across the full spectrum of risks to the business. Those risk areas where there is a
greater likelihood and consequence of adverse impact have dedicated teams in place to manage the
risks on a daily basis, including trading risk management, credit risk management and safety risk
management.

In addition, ERM Power Retail has adopted AS 3806 as the basis for its compliance management
approach. Compliance with various energy related obligations is overseen by the GM Operations
and managed by the Billing & Compliance Manager and team. Compliance checklists are maintained
and calendar reminders serve to notify of specific compliance reporting requirements. Additionally,
ERM Power Retail also engaged the assistance of Certainty Compliance back in 2007 to help with
compliance matters, primarily focussed on compliance with AFS Licensing requirements and the
AML/CTF compliance.

A copy of our Risk Management Framework Policy is provided in Appendix 5.
3.8.3 Risk management strategy

An electricity and gas retail sales business is effectively a margin business and requires balanced and
effective risk management policies to govern its operations. ERM Power Retail conducts its activities
in accordance with its corporate governance and risk management framework, as provided for in its
Risk Policy Manual (RPM) which is approved by ERM Power Limited’s Board, and monitored by a
dedicated risk function within the retail business, which provides weekly and monthly reporting to
management and boards.

The Operational Risk Committee meets on a monthly basis to discuss operational risk requirements,
review proposed risk policy amendments, and provide expert advice on risk matters to the ERM
Power Board.

The RPM addresses delegations of authority and compliance with specific policy matters covering
market risk management, credit risk management, and commodity sales and trading activities.

18



The commodity sales and trading policies define the scope of ERM Power Retail’s permitted
operational transactions, including things such as permitted strategies, products, and markets.

ERM Power Retail’s core business strategy is to enter into short to medium term forward commodity
contracts with customers for the sale and physical delivery of energy. All energy to be delivered
under sales contracts is purchased from the relevant markets and delivered to each customer’s
premises by the relevant network distribution business.

A key focus of ERM Power Retail’s market risk management policy is the prevention of major losses
as a result of exposure to adverse spot price events, such as where high spot prices occur for an
extended period of time and the business is unhedged. To help manage this risk, the business
focuses on accurately forecasting customer usage so that these exposures can be accurately
predicted and the position can be optimised to minimise the probability of losses and maximise the
probability of gains.

All electricity positions are aggregated into regional portfolios and managed on that basis. ERM
Power Retail manages this exposure using a range of different hedging instruments to maximise the
effectiveness and efficiency of the portfolio. The same approach will be adopted for gas.

ERM Power Retail’s overall portfolio hedging strategy is premised on maximising trading margins
based on volumes that are highly probable to be transacted under the physically deliverable
contracts, while allowing sufficient flexibility to be able to maximise profits and minimise any losses
that may otherwise arise from load variability and/or spot price fluctuations.

With respect to electricity, ERM Power Retail aims to achieve this by using a base level of swap
contracts, which when combined with other instruments that provide for greater flexibility such as
caps, allows the overall volumes of physical electricity to vary while still managing price risk.

With respect to gas, we will manage our position by a combination of long, medium and short term
supply and transportation contracts, wholesale gas spot market trading, risk management products
particular to each market, financial products where applicable, and daily operational activities such
as bidding and nominations to counterparties and/or the relevant spot markets.

3.8.4 Retail compliance

ERM Power Retail has a dedicated internal regulatory and legal resource. Please refer to Mark
White’s profile provided in section 3.6.1.

We will ensure that we comply with our licence obligations, as well as all laws and regulations under
the Gas Industry Act 2001 as well as the National Gas Law, National Gas Rules, and all associated
rules and procedures pertaining to the retail and wholesale gas markets. We will also comply with
all gas distributor imposed requirements, and will establish a Gas Safety Case with Energy Safe
Victoria as required under the Gas Safety Act 1997.

We note our intention to retail to the large customer class (above 1 TJ per annum) and therefore the
regulations and laws pertaining to < 1 TJ per annum customers will not be applicable to us.

Our employees are all fully trained on all relevant laws pertaining to our business activities and
ethical business conduct.
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3.8.5 Other policies

Our key policy and compliance instruments, which are accessible from our website
http://www.ermpower.com.au/governance, include -

e ERM Power Board Charter

e Audit and Risk Committee Charter

e Remuneration Committee Charter

e Nominations Committee Charter

e Health, Safety, Environment and Sustainability Committee Charter

e Health, Safety, Environment and Sustainability Committee Policy

e Securities Trading Policy

e Code of Business Conduct

e Shareholder Communication Policy

e Risk Management Framework Policy

e Continuous Disclosure Policy

e Diversity Policy

3.9 Details of insurance arrangements

ERM Power insures its plant and equipment in each of its offices under an office pack policy with
QBE Insurance (Australia) Limited. A copy of the certificate of currency for this policy is included as
Appendix 12.

As an employer, ERM Power complies with its workers compensation obligations under the various
State Acts of Parliament and a copy of the certificates of currency for each State in which our
employees are located are included in Appendix 13.

3.10 Agreements to facilitate interaction with other market participants

Interaction with AEMO

We note that we will only be able to commence AEMO market participant registration after we have
obtained a retail authorisation. AEMO requirements are also such that participant IT testing can
only commence after the participant has applied for AEMO registration. Therefore, ERM Power
Retail will only be able to apply for AEMO registration after it has been granted a retail licence, and
will only be able to demonstrate full IT capabilities after it has lodged its market registration
application. As described further below in this section, we have extensive experience in establishing

and maintaining reliable and robust interfaces and processes with AEMO necessary to support our
function as an energy retailer and meet all requirements of market rules and procedures.
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Interaction with distribution businesses

We will enter into agreements with each distribution network business relevant to the region in
which we intend to operate. These agreements cannot be executed until we have the licence. We do
not anticipate any problems in the area as the standard agreements are adequate for our needs.

Interaction with other market participants/counterparties

We will enter into all relevant contractual arrangements required for gas retailing, including gas
supply and transmission pipeline transportation arrangements. We will establish all interfaces
necessary to communicate with the relevant parties. As noted further below in this section, we have
substantial experience in entering into energy contracting arrangements with a range of different
counterparties.

Experience in dealing with external parties and establishing required agreements

We have significant experience in interacting with external parties and entering into the agreements
necessary to support our trading activity. Through our electricity retailing activity we have well
established process to deal with wholesale market participants, network and transmission
companies and market operators.

Our Retail Operations Team deals with AEMO on a daily basis via the Market Settlements and
Transfer Solution (MSATS). Similarly we have comparable experience dealing with the Independent
Market Operator in Western Australia. Furthermore we calculate, bill and collect over $500m of
revenue on behalf of network companies annually.

ERM Power Retail’'s wholesale market trading team have capability trading financial and physical
products in the National Electricity Market, the South West Interconnected System and in the
various federal and state based emissions trading schemes. With ISDA master agreements in place
with over 25 wholesale counterparties, our annual trading activity exceeds S1b. We have experience
in entering into a number of counterparty ISDA derivative agreements with various electricity
generators and intermediaries such as commercial and investment banks, and derivative contracts
through the Sydney Futures Exchange.

ERM Power Retail also is party to metering services agreements (with accredited metering services
providers under the National Electricity Rules), network agreements (with entities that hold
distribution licences) and retail and wholesale brokerage agreements.

3.11 Other information to demonstrate technical capacity

Refer to Appendix 9 “Other information on technical capacity”

4. Financial Viability

4.1 Copies of audited financial reports for the past three years

We provide in Appendix 14, a copy of the audited financial reports of ERM Power Retail for the last 3
years, which include —

e All financial statements required by the accounting standards
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e Notes to financial statements (disclosure required by regulations, notes required by
accounting standards, and any other information necessary to give a true and fair view)

e Director’s declaration that the financial statements comply with relevant accounting
standards, give a true and fair view, have been made in accordance with the Corporations

Act 2001 (Cth) and that there are reasonable grounds to believe the company will be able to
pay its debts as and when they fall due.

e Director’s report

e Auditor’s report.
4.2 Consolidated audited financial statements for the group
Please refer to the link for the ERM Power Limited Annual Report 2011 at

http://www.ermpower.com.au/Media/Default/ASX%20Announcements/ERM_Annual Report Inter
nals 2011 ASX LOWRES.pdf

which incorporates the consolidated financial statements for the ERM Power Limited group.

4.3 Details of bank guarantees

Appendix 15 contains information on our current bank guarantees, which demonstrates our financial
capability to meet the prudential requirements for gas retailing.

ERM Power Retail confirms it is financially viable and able to meet the financial criteria for being a
gas retailer. Also see the declaration referred to in section 4.5.

4.4 Business Plan
A copy of our business plan (commercial in confidence) is provided in Appendix 16.
4.5 Declaration by CEO/Director confirming financial capabilities

A statutory declaration demonstrating our financial capabilities is provided in Appendix 17.
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Appendix 1 Utility Market Intelligence — independent survey and results
Appendix 2 ERM Power Retail Certificate of Registration

Appendix 3 ERM Power Board Charter

Appendix 4 Audit and Risk Committee Charter

Appendix 5 Risk Management Framework Policy

Appendices 6 to 17 inclusive are provided to the Commission on a
commercial in confidence basis and should not be published.

Appendix 6 ERM Power Retail ASIC Extract

[Commercial in confidence — not to be published]

Appendix 7 Diagram of Corporate Structure

[Commercial in confidence — not to be published]
Appendix 8 IT systems

[Commercial in confidence — not to be published]

Appendix 9 Other information on Technical Capacity

[Commercial in confidence — not to be published]

Appendix 10 Letter from EWOV

[Commercial in confidence — not to be published]

Appendix 11 Customer complaint resolution & management process

[Commercial in confidence — not to be published]

Appendix 12 Public and Products Liability Cover

[Commercial in confidence — not to be published]

Appendix 13 Workers Compensation Certificates

[Commercial in confidence - Not to be published]



Appendix 14 Audited Financial Reports for ERM Power Retail

[Commercial in confidence - Not to be published]

Appendix 15 Bank Guarantees

[Commercial in confidence — not to be published]

Appendix 16 Business Plan

[Commercial in confidence — not to be published]

Appendix 17 Statutory Declarations
[Commercial in confidence — not to be published]

This appendix contains the following declarations referred to in sections 1.6 and 4.5.

e A statutory declaration confirming that all information provided as part of this Application is

true and correct.

e A statutory declaration confirming our financial capabilities.
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