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Re: Demand Manager Solar Funding Pty Ltd — Application for an individual exemption from the
requirement to hold an electricity retailer authorisation

| am writing to formally apply for an individual exemption from the requirement to hold an
electricity retailer authorisation for Demand Manager Solar Funding Pty Ltd. A completed
application form accompanies this letter.

A closely related company, Demand Manager Pty Ltd, already holds such an exemption (Your
Reference 53069 Contact Officer Naomi Feast). For internal administrative and capital raising
purposes, we seek a second exemption for the new entity — Demand Manager Solar Funding Pty Ltd.

Should you have any questions regarding this application, please don’t hesitate to contact the
undersigned on 0419 297 119 or email jeffbye@demandmanager.com.au.

ger Solar Funding Pty Ltd
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Demand Manager Solar Funding Pty Ltd is a new entity established to help finance clean energy
upgrades for commercial operations in Australia.

The company is closely associated with Demand Manager Pty Ltd - a leading provider of financial
services to the growing clean energy sector. The existing business aims to assist clean energy
product and service providers to increase sales of their products by sourcing financial assistance
from various avenues such as:

- State-based energy efficiency schemes (ESS, VEET);

- The Australian Government’s Renewable Energy Target;
- Asset finance products; and

- Other Government grant-based programs.

Demand Manager Pty Ltd has been successful in obtaining over $40 million in financial assistance for
clean energy upgrades including solar power, LED lighting, compressed air upgrades and HVAC
improvements.

Demand Manager Pty Ltd has been in operation since 2005 and has rigorous auditing and Quality
Assurance regimes to meet the highest levels of compliance.

Demand Manager Pty Ltd is seeking to introduce a new solar-power product to the market whereby
energy consumers enter into a “Solar PPA” to buy the output from a solar power system which has
been installed at their site. The product is only intended for the commercial sector at this stage.
Demand Manager already holds an exemption from holding a retailers licence for this activity (your
reference 53069) and has commenced operating this business model with several installations.

Demand Manager seeks to obtain a similar individual exemption from the requirement to hold an
electricity retailer authorisation for a closely related company - Demand Manager Solar Funding Pty
Ltd. Having both entities exempted from holding the retailer authorisation would assist with
internal administrative and capital raising requirements.

Demand Manager Solar Funding Pty Ltd and Demand Manager Pty Ltd have the same operating
address, registered business address, contact details, Directors and shareholders.



Demand Manager Solar Funding Pty Ltd relevant details are listed in Table 1, below.

Legal Company Name

ACN/ABN

Demand Manager Solar Funding Pty Ltd

600 700 221 / 24 600 700 221

Registered Office Address

Suite 7.01, 66 King Street Sydney NSW 2000

Postal Address

PO BoxQ1251 QVB Post Ofice NSW 1230

Website

www.demandmanager.com.au

Phone Number

1800 RING DM (02 9279 4704)

Fax Number

02 8076 7460

Email Contact

jeffboye@demandmanager.com.au

Nominated Contact and Title

Jeff Bye, Director 0419 297 119




A. REASONS FOR SEEKING AN INDIVIDUAL EXEMPTION

Demand Manager already offers solar power product suppliers assistance with financing solar power
installations through the provision of services to create STC or LGC incentives and through the
provision of asset lease finance. Demand Manager’s customers are typically retailers and installers
of solar power installations looking to deliver quality solar power systems in the commercial and
residential markets. Demand Manager does not become directly involved in the sale of solar power
equipment to end energy users.

As an extension of this financial service product offering, Demand Manager proposes to establish a
division which offers end users the ability to pay for the solar system based on the volume of kwh of
solar electricity they consume on site.

The key attributes of this product would include:

- Available to commercial customers only {i.e. no residential consumers};

- Customers sign up to a Solar PPA for a fixed period, with the equipment reverting to
their ownership at the end of the period;

- The Solar PPA to provide a fixed rate for solar electricity consumed on site;

- The Solar PPA to be drafted taking into account industry best practice and exemption
conditions should approval be granted;

- Demand Manager to fund the installation and all maintenance costs; and

- Customer to continue sourcing electricity via the grid from their nominated electricity
retailer {Demand Manager will not seek to become their electricity retailer for non-solar
generated electricity.

Such a “Solar PPA” model is new to the Australian energy market and does not fit within any existing
exemption categories contained within the Australian Energy Regulator’s Exempt Selling Guideline.
As such, Demand Manager makes this application seeking an exemption for the class of product
which could be implemented at numerous sites throughout Australia.

For internal administrative and capital raising purposes, Demand Manager seeks a separate
exemption for Demand Manager Solar Funding Pty Ltd.

B. Address of the Site

Demand Manager is seeking approval for applying the Solar PPA model at multiple sites throughout
Australia. It is noted the jurisdiction of the AER does not yet apply in all states. Should Demand
Manager seek to use a Solar PPA model in states not currently under the jurisdiction of the AER,
then necessary approvals will be sought from the relevant State electricity licensing body.



C. Primary Activity of Demand Manager

Demand Manager is primarily concerned with financing clean energy upgrades, whether they are
renewable energy or energy efficiency. The Solar PPA model is an extension of this model providing
customers the choice to finance their solar power installation through an ongoing, per kWh charge.

Demand Manager, or its business partners, will be responsible for the following activities:

- Sizing and designing an appropriate solar power system;

- Negotiating the Solar PPA with each commercial customer, particularly with regards to
the kWh rate and the term of the agreement;

- Arranging for the installation of the system and any metering requirements;

- Checking the quality of the solar power system installation;

- Managing any ongoing or emergency maintenance of the system;

- Insuring the solar power system; and

- Meter reading and billing arrangements.

Customers will remain responsible for maintaining the relationship with their existing electricity
retailer for the non-solar component.

D. The Form of Energy

The Solar PPAs intended by Demand Manager would result in the sale of solar-power generated
energy to the end user.

The Solar PPA would not supply 100% of the site’s electricity needs and customers would continue
to source a proportion of their electricity needs from a traditional grid-based electricity retailer.

Demand Manager is not expecting to use the Solar PPA model in any off-grid applications.

E. Date of Commencement

Subject to approval of this exemption request, Demand Manager expects to start offering this Solar
PPA product from August 1, 2014 onwards.

F. Mailing Address of the Site

Not applicable.



G. Previous Experience as an Energy Retailer

Demand Manager has extensive experience in the installation and financing of clean energy
technologies across Australia, however no direct experience retailing electricity.

The founder of Demand Manager, Mr leff Bye, does have experience working within the NSW
electricity sector including periods with the transmission operator, TransGrid, and within the NSW
Department of Water and Energy.

Demand Manger Pty Ltd is already an exempted party and is currently operating as an energy
retailer for sites in accordance with its exemption authorisation. Demand Manager Solar Funding
Pty Ltd is a related but separate entity that seeks a separate authorisation through this application.

H. Current Authorisations / Exemptions

Nil for Demand Manager Solar Funding Pty Ltd. Demand Manager Pty Ltd is currently exempted.

. Arrangements in the Event of Fallure to Supply

Once the solar panels have been installed on the customer’s roof, responsibility for maintaining the
system becomes the responsibility of Demand Manager Solar Funding Pty Ltd. Should the solar
power system stop working, then the customer will not be billed for any kWh consumption and
100% of the customer’s electricity needs would be served by their primary grid-based electricity
retailer.

J. Customers

Demand Manager Solar Funding Pty Ltd intends to sell this product to commercial customers only —
i.e. not residential customers. The customers are not known at this stage, they will be identified
through sales and marketing activities once an exemption has been granted.

K. Other Services

Demand Manager Solar Funding Pty Ltd will continue to offer other services related to the financing
of clean energy upgrades. This could include the creation of any certificate-based financial incentive
for solar power (such as STCs), and the provision of other financing options for solar power systems
(such as asset finance).



integral to the operation of the Solar PPA, Demand Manager Solar Funding Pty Ltd will assume
responsibility for operation and maintenance of the solar power system installation. This will be the
case for the duration of the Solar PPA. At the end of the Solar PPA, it is envisaged that the
equipment and all maintenance and operational matters will become the responsibility of the end
user.

L. Total Number of Dwellings/Premises at the Site

This application does not refer to a particular site, but instead multiple sites which are yet to be
identified. Through a targeted sales and marketing activity in regions and industries which represent
attractive investment opportunities, Demand Manager will make offers to building owners to install
solar panel systems using the Solar PPA model.

All customers under this model will be of a commercial nature —i.e. they must have an ABN in order
o enter into the Solar PPA.

Initially the activities of Demand Manager Solar Funding Pty Ltd will be restricted to the NSW, South
Australia, ACT and Western Australian markets. Other states may follow subject to demand and
electricity licensing regulatory matters.

M. Sale of Electricity

The power generated by the solar power system will be sold directly to the building occupant. All
performance risks and financing costs of the solar power system will rest directly with Demand
Manager rather than the occupant/owner of the premises.

A utility grade electricity meter, connected via the 3G network, will provide online data for the
performance of the system which will be used in the billing process. The billing cycle will be
determined on a case by case basis, based on actual power generation/consumption {in arrears).

Such billing will continue for the contract term as agreed upfront.

N. Purchase of Electricity

Demand Manager Solar Funding Pty Ltd will not purchase any electricity in this arrangement. The
solar electricity will be generated free by the solar panels. The customer will continue to have an

lH

existing “traditional” retailer filling any power shortfall and/or providing power during times of solar

panel non-performance for whatever reason (maintenance, failure, climatic conditions etc).

0. Estimated Apgregate Amount of Energy Likely to be Sold and Average Expected
Consumption

Note: please redact this information for any publicly available production of this application.

Demand Manager Solar Funding Pty Ltd expects to have a significant take up of this particular
product with a business aim to have 200 solar power systems installed during Calendar Year 2014.



At an average size of 30kW, given Australia’s solar resource, this would equate to around 8.7 million
kwh of electricity sold per annum. Note this figure is for a full year's production, a ramp up period
would be required to achieve this installed capacity, thus the first year's power production would be
generally lower.

It is expected this solar power generation would supply approximately 10-20% of an average site’s
electricity needs and that an average 5% of the solar power generated would not be consumed on
site, but instead exported fo the grid during times of low demand.

P. Customers

Dermand Manager Solar Funding Pty Ltd aims to have this product available for a wide array of end-
users. The investment model is predicated on reducing installation costs and having higher Solar
PPA tariffs, hence this model will not be suitable/offered to all commercial customers.

It is expected that private and public, small and large consumers will benefit from this approach and
the scalable nature of solar power will allow the model to reach a high percentage of the commercial
end-market.

Q. Metering of Premises

A meter will be connected between the solar power inverter and the solar power system’s AC
connection point within the building. This meter will record the electricity that is sent from the solar
power system to the end user. The meter will be of a utility grade and will have remote data
connectivity.

Depending on the end user and the commaercial agreement reached, Demand Manager Solar
Funding Pty Ltd may offer a guarantee on the kWh consumed on site versus that exported to the
grid by netting off any exported electricity recorded by the customer’s traditional grid retailer.

R. Types of Meters

Demand Manager Solar Funding Pty Ltd will use a remotely read interval meter, which complies
with the relevant utility based Standards for recording electricity. The production record can also be
directly compared with the solar inverter. All the real-time data from meter and possibly the inverter
will be made available to the customer via an online information portal.

S. Accuracy of Meters

The type of electricity meter and frequency of calibration of the meter for each site will be pre-
agreed in the Solar PPA model, but generally the meter will conform to Australian Standards
AS62053.21 and the National Measurement Institute’s NMI M 6-1 Electricity Meters publication.


http:AS62053.21

T. Frequency of Reading the Meter

Demand Manager Solar Funding Pty Ltd will monitor the meters constantly through the online data
system to ensure maximum production of the solar systems. Billing will be conducted on a monthly
or quarterly basis depending on the contractual agreement with the end-user.

U. Charges

There will be no other charges except for the agreed $/kWh Solar PPA fee applicable for connecting
and consuming the solarelectricity.

Charges may be applicable for users terminating a Solar PPA early, for instance in the event of selling
a property before the end of the term. These charges and conditions will be clearly explained to all
users and negotiated on a case by case basis.

V. Billing Customers

Demand Manager Solar Funding Pty Ltd will bill customers based on the agreed Solar PPA rate and
the agreed billing cycle for power actually produced and consumed on site.

W. Dispute Resolution

There is a dispute resolution clause in the customer agreement which provides that:

- The customer may raise a complaint with Demand Manager, and Demand Manager will
respond to the dispute within a set timeframe, setting out the reasons for its decision in
relation to the dispute; and

- If the customer is not happy with the outcome of the dispute, then it may refer the
complaint to the relevant fair trading office or ombudsman in its state or territory or

pursue the matter in the civil courts.

Demand Manager Solar Funding Pty Ltd will implemented a Customer Call Centre to respond to
customer queries over telephone and email, with a structured hierarchy to ensure any complaints
are escalated promptly, and issues are resolved within 48 hours if practicable.

There are also provisions in the agreement which provide for any dispute in relation to a statutory
warranty relating to any Building Work.

X. Energy Rebate

The system installed on the property remains the property of Demand Manager Solar Funding Pty
Ltd for the duration of the Solar PPA {varies between 5 and 15 years).



Any financial incentive or rebate that is accessible for the installation {such as STCs or LGCs) will be
the subject of commercial negotiation between the end customer and Demand Manager Solar
Funding Pty Ltd. It is envisaged in the majority of cases the upfront incentive will be used to reduce
the capital costs and hence ongoing g Solar PPA charges.

Any income derived from sales of exported electricity will be paid directly to the end customer via
their traditional retailer. There may be agreement between Demand Manager Solar Funding Pty
Ltd and the end customer to guarantee any losses that may result from a difference between the

Solar PPA rate and any solar net feed-in-tariff rate paid for exported electricity.

Y. Energy Efficiency/Renewable Energy Options

The service provided by Demand Manager Solar Funding Pty Ltd aims to increase the uptake of
renewable energy. Customers may benefit from other Demand Manager products and services
which reward renewable energy and/or energy efficiency.

Z. Additional information for Assessment

An individual exemption is more appropriate than a retailer authorisation with respect to Demand
Manager Solar Funding Pty Ltd's operations for the following reasons:

- The ‘power purchase’ mode! is a novel way of retailing energy which is new to the
Australian market. it does not fit with the Retail Energy Legislation or the categories of
exemption. The grant of an individual exemption with agreed conditions will enable the
power purchase model to develop, at the same time it is assessed to determine its place
in the market, and whether an authorisation is required, or new type of authorisation
category should be implemented.

- While Demand Manager has been operating in the clean energy industry for over 8
years, the company is effectively a ‘start up’ in the retail energy market. The
requirements of an authorisation are onerous and at this stage of its operations,
Demand Manager does not have the resources to meet these requirements.

- Demand Manager will only be targeting the commercial market with this product, thus a
higher level of sophistication amongst the end users is inherent.

- This product has been developed firstly as a new and innovative means of financing solar
panel installations. The fact the model entails retailing electricity is a by-product of the
risk-free financing model offered by a solar PPA.

- The end user will continue to obtain the majority of their electricity from a traditional,
grid-based retailer with all the protections offered under that contract. The purpose of
the retail energy customer framework is to regulate the energy market and protect
energy consumers as electricity is more and more considered an essential service. Under
the power purchase model, customers are required to have an electricity supply
agreement in place with a third-party authorised retailer thus they will always have
access to electricity supply. The customer’s interests are already protected by their
agreement with their retailer. Furthermore, the PPA will be drafted with the retail
energy legisiation in mind.



Q. Implications for other Areas of Law/Consumer Protections

Demand Manager Solar Funding Pty Ltd does not intend to offer this product into the residential
consumer market at this stage. Hence there are no impacts under consumer protection laws.

For the commercial users of this product, the relevant laws will be largely covered by commercial
faw through the actual signed Solar PPA contract. The Solar PPA will be drafted taking into account
the following protections:

Legislative guarantees in relation to the building work and the performance of the
building work;

Dispute resolution;
- Cooling off rights and notice periods;

- MNotices prior to the commencement of the works and site access.

Q. implications for other Agencies

Demand Manager Solar Funding Pty Ltd does not see any major implications for other agencies
considering the commercial-only nature of the product.

Q. Termination of the Agreement
The Solar PPA will outline the termination of the contract. The customer will be able to:

- Terminate the agreement without penalty within 10 business days; or
- Terminate for a material breach of the agreement by Demand Manager Solar Funding
Pty Lid.

if the customer sells or disposes of the property prior to contract end, there will be transfer
provisions set out under the agreement. These include:

a. The customer can transfer the Agreement and the billing payments to the purchaser, subject to
the purchaser signing a transfer agreement to assume the customer’s rights and payment
obligations under the Agreement; or

b. The customer can buy out the system at an agreed rate, ending the PPA.



The 'buy out’ value of the system will depend on the year it is sold. Customers will be provided with
a value statement upon entering the agreement, which sets out the value of the system each year,
for the full term of the agreement. At the end of the Solar PPA term, ownership of the solar system
automatically transfers to the customer.

Q. Guarantee of the Solar System and Building Works

The installation of the solar PV system will be in accordance with any building and electrical safety
standards that may be in place from time to time from various regulatory bodies.

Since the Solar PPA will be based on actual kWh of solar electricity produced, it will be in Demand
Manager Solar Funding Pty Ltd’s interests to ensure the solar system is working and properly
maintained. If the system does not produce any power, the customer will have no costs.

Q. Who will arrange the connection of the solar panels to the network through the
retailer/distributor (the customer or you)?

Demand Manager Solar Funding Pty Ltd, or its agents and subcontractors will be responsible for
seeking approval to connect to the electricity grid and completing any additional works required to
electrically connect to the grid {i.e. new electricity meters).

Q. Who is responsible for maintenance and repair of the solar system once it is installed?

For the duration of the Solar PPA, Demand Manager Solar Funding Pty Ltd will be responsible for
the maintenance and repair of the solar power system. Demand Manager Solar Funding Pty Lid
may enter into arrangements with subcontractors to undertake these works.

Once the Solar PPA term has concluded and the system reverts to the full ownership of the
customer, operational and maintenance issues will become their responsibility. No further warranty
of performance will be offered after conclusion of the Solar PPA period.

Q. Under what circumstances can the customer contract be terminated?

The Solar PPA could be terminated under the termination clauses of the contract in the following
situations:

- Should Demand Manager Solar Funding Pty Ltd fail to fulfil our obligations and there is
a serious breach of the contract, the customer can terminate the contract and Demand
Manager Solar Funding Pty Ltd will remove any equipment installed.

- Should the customer sell or dispose of the facility hosting the solar power system, then
the customer has the option to pay the contract out at a pre-agreed annually
diminishing rate agreed upfront.

- The customer also has the option to novate the agreement to a new owner 1o avoid the
need to fund a termination payment.



Q. What happens to the solar panels ot the end of the contract? Who owns them?

At the end of the agreed Solar PPA term, the entire solar system will revert to the ownership of the
customer. The customer will also assume all operational and maintenance responsibilities at this
stage.

Q. What will hoppen with any green energy certificates or rebates that are generated by the solar
system?

Any green energy certificate rights created as a result of the installation of the solar panel
installation will generally be assigned to Demand Manager Solar Funding Pty Ltd to allow for a
reduction in the ongoing Solar PPA rate. In some cases, the value may remain with the end user,
however the Solar PPA rate will be higher to compensate for the higher installation cost.

Q. What are the likely consequences for your customers if your business falls into financial
difficulties {for example, are the customer’s solar panels likely to be removed}?

Should Demand Manager Solar Funding Pty Ltd fall into financial difficulties, it is envisaged the
installations and contracts will remain in place with little change for the end user. The ongoing
revenue stream from the solar installations will represent an attractive income stream for any
administrator and could be sold off to other investors.

The value of second hand solar power system equipment is generally much lower than new
equipment and the cost to remove systems may outweigh the value of the equipment, negating any
chance of the solar panels being removed from the customer’s address.



