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Cost recovery involves government entities charging individuals or non-government
organisations some or all of the efficient costs of a regulatory activity. This may include
goods, services or regulation, or a combination of them. The Australian Government
Charging Framework, which incorporates the Cost Recovery Guidelines (the CRGs)?, sets out
the framework under which government entities design, implement and review regulatory
charging activities.

1The Australian Government Charging Framework and the CRGs are available on the Department of Finance website
(www.finance.gov.au).
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1 INTRODUCTION

1.1 Purpose of the CRIS

This Cost Recovery Implementation Statement (CRIS) provides information on how responsible
entities will implement full cost recovery for the administration and regulation of offshore
electricity infrastructure (OEl) licences and offshore infrastructure activities under the Offshore
Electricity Infrastructure Act 2021 (the OEI Act), the Offshore Electricity Infrastructure (Regulatory
Levies) Act 2021 (the Levies Act) and associated regulations. The responsible entities are:

e the Offshore Infrastructure Registrar (the Registrar);

e the Offshore Renewable Energy (ORE) within the Department of Climate Change, Energy,
the Environment and Water (DCCEEW); and

e the Offshore Infrastructure Regulator (the Regulator).

It also reports financial and non-financial performance information for licence administration and
regulation, and contains financial forecasts. The CRIS will be maintained until the activity or cost
recovery for the activity has been discontinued.

2 POLICY AND STATUTORY AUTHORITY TO COST RECOVER

2.1 Government policy approval to cost recover the regulatory activity

In January 2020, the Australian Government released a consultation discussion paper on the
proposed OEl framework and invited submissions on the proposed design. The paper flagged the
Government’s intention to charge fees and annual levies to recover all costs. In September 2021,
the Australian Government introduced the OEI Bill and the Levies Bill. The Explanatory
Memorandum? of the Levies Bill states that cost recovery will be used to ensure the Commonwealth
(including the Registrar, Regulator and ORE) are appropriately resourced to effectively and
efficiently regulate the new offshore industry and administer the OEI framework.

In December 2021, both the OEl Bill and Levies Bill received Royal Assent establishing a regulatory
framework to enable the construction, installation, commissioning, operation, maintenance and
decommissioning of offshore electricity infrastructure (collectively, offshore infrastructure
activities) in the Commonwealth offshore area. The OEI Act provides that costs associated with ORE,
Regulator and Registrar’s functions under the legislative framework will be fully recovered through
a combination of cost recovery fees (see section 189 of the OEI Act) and cost recovery levies
imposed on regulated entities (see section 8 of the Levies Act and section 190 of the OEI Act).

The OEI legislative framework will operate on a cost recovery basis through fees and levies and is
not designed to generate revenue above costs incurred by the Commonwealth Government
(including the Registrar, Regulator and ORE) for regulating the OEl industry. The CRIS is regularly
reviewed to make sure that excess revenue is not generated, however this is balanced with the
need for the three functions to maintain capacity for ongoing tasks. This may include a
reassessment of staffing numbers particularly in the out years.

2.2 Statutory authority to charge

The legal authority to impose an offshore electricity infrastructure levy is contained in Part 2 of the
Levies Act.

2 https://www.legislation.gov.au/Details/C2021B00138/Explanatory%20Memorandum/Text
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The amounts are prescribed in the Offshore Electricity Infrastructure (Regulatory Levies) Regulations
2022. The legal authority to prescribe application fees can be found in Chapter 5 of the OEI Act. The
fees are prescribed in the Offshore Electricity Infrastructure Regulations 2022.

3 OVERVIEW

This CRIS sets out the cost recovery framework for OEl activities in Commonwealth waters which
includes application fees and regulatory levies. A flowchart outlining the OEI framework is included
below and a case scenario for potential applicants is included at Attachment A.

The numbers within the document are based on assumed activities numbers in the 2022-23,
2023-24 and 2024-25 financial years. These assumptions are based on an analysis of industry
interest and possible timing of declarations, application assessment and licence grant processes.
The assumptions do not constrain the number of licences that may be granted; they are for
budgeting purposes and will be continually reviewed. Due to the competitive process applying to
feasibility licence applications, it is assumed that not all of these applications will lead to grant of a
licence.

Licence applications per year Cumulative total licences in force
(application fees) (annual levies)
2022-23 8 Feasibility Licences (FL) 0 licences
2023-24 12 FL 10 FL
1 Transmission and Infrastructure 1TIL
Licence (TIL)
2024-25 9 FL 19 FL
1TIL

I.  Application Cost Recovery Fees

Application cost recovery fees are payable either to the Registrar or the Regulator and reflect the
cost to that entity of receiving and assessing an application, making a recommendation to the
decision-maker and implementing the decision.

Il. Cost Recovery Levies
The regulatory cost recovery levies comprise three components:
a) Annual licence levy

The annual licence levy will cover costs to the Registrar for administration of the licensing scheme
including licence compliance and reporting, maintaining the Register of Licences, stakeholder
engagement and provision of advice to the Minister.

The annual licence levy is payable to the Registrar at the end of 30 days after the grant of a licence
and annually thereafter at the end of 30 days after the anniversary date of the grant of the licence,
for the duration of a licence. The annual licence levy will be applied differently based on licence
type. This is to reflect the different nature of licences with feasibility, commercial and research and
demonstration licences being area-based while a transmission and infrastructure licence is point to
point.
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It is anticipated that projects covering a larger area will incur higher administrative costs. Under the
framework there is a requirement for licence holders to continue to meet the merit criteria and
commence activities within a reasonable time. The annual licence levy has been designed with a
base rate for all licence types, reflective of the need to cover administrative costs across all licences,
and a variable component calculated on the basis of the total area of a particular licence with
different rates for different licence types. It is expected the amount of effort required to monitor
and manage the ongoing compliance requirements will increase with the size of the licence. The
variable component intends to make sure the costs are split proportional to effort.

b) Annual Commonwealth levy

The annual Commonwealth levy will reflect the costs incurred by the Commonwealth in:

e identifying, assessing and declaring areas to allow industry to apply for licences to undertake
OEl activities;

e ongoing policy and regulatory development needed to ensure the legislative framework is
comprehensive and remains fit for purpose. Because it is a new framework there will
undoubtedly be some refining that will need to occur; and

e program management, administration and engagement activities required to ensure the
operation and implementation of the legislative framework is efficient and communication
and consultation between ORE and industry is ongoing.

The annual Commonwealth levy is payable at the end of 30 days after the grant of a licence and
then 30 days after the first day of every subsequent calendar year, for the duration of a licence.
The Commonwealth levy will be a fixed rate for each licence type and applied differently based on
licence type (e.g. the annual Commonwealth levy component for a transmission and infrastructure
licence would not include costs of declaring an area).

ORE was created to develop and implement the OEl legislative framework. As processes and
outputs of ORE are undertaken for the industry, it is appropriate that the industry be required
to fund such activities.

The annual Commonwealth levy will be paid into the Registrar’s Special Account for quarterly
reimbursement to DCCEEW.

c¢) Annual compliance levy

The annual compliance levy will cover costs to the Regulator associated with stakeholder
engagement, provision of legislative and policy support, guidance materials, development,
implementation and maintenance of core processes and systems to receive and assess applications,
reporting, handling of information, monitoring and enforcing the compliance of licence holders with
management plans and the requirements of the OEl Act and regulations in relation to work health
and safety, infrastructure integrity, environmental management and financial security.

The annual compliance levy is payable to the Regulator at the end of 30 days after the grant of a
licence and then annually thereafter within 30 days of the anniversary of the grant of the licence.
The annual compliance levy will apply to all licence holders as an ongoing annual levy payable for
the duration of a licence.

The annual compliance levy will be variable reflective of the complexity of activities authorised by
different licence types with licences that authorise more complex activities attracting higher levies.
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It will be constructed similar to the annual licence levy with a base rate for all licence types,
reflective of the need for advice, guidance and compliance monitoring across all licences, and a
variable component for feasibility, commercial and research and development licences calculated
on the basis of the total area of a particular licence with different rates for different licence types.

This approach has been taken as licences that authorise more complex activities and cover larger
geographic areas, such as commercial licences for offshore wind farms, will facilitate larger, more
complex projects involving more offshore electricity infrastructure. Consequently, offshore
infrastructure activities in these licences are likely to be more frequent, more complex and of a
longer duration than activities in smaller licences or in licences that authorise less complex
activities. Regulatory effort for the Regulator to monitor and enforce compliance for a particular
licence will be reflective of the scale and complexity of the activities within that licence.
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4 STAKEHOLDER CONSULTATION

Cost recovery consultation

Public consultation on the CRIS, along with the draft Offshore Electricity Infrastructure Regulations
2022 and Offshore Electricity Infrastructure (Regulatory Levies) Regulations 2022, occurred from

22 March 2022 to 22 April 2022. This process utilised the department’s Consultation Hub, with news
items on the National Offshore Petroleum Titles Administrator (NOPTA) and National Offshore
Petroleum Safety and Environmental Management Authority (NOPSEMA) websites, and approaches
to stakeholders directly via email. Of the 36 total submissions received, 15 included comments on
fees, levies and/or the draft CRIS.

The majority of the submissions noted the significant growth in interest in the offshore renewable
industry in Australia since 2021, and supported ensuring resourcing was sufficient and flexible
enough to support the regime from its commencement. Further, eight of the submissions noted
that, given the increased industry interest, the draft contained overly conservative assumptions of
the likely number of applications to be submitted and licences granted out to 2025. The
assumptions have been updated to reflect this view.

Overall, there was general support for the structure of the fees and levies. Two submissions
suggested amending the funding model to include front-end payments via a pre-qualification or
registration fee payable prior to submitting applications for licences. One submission proposed an
alternative tiered fee structure, potentially reflecting the project development phase of the licence.
Another suggested that the levy amount should not be determined by the size of the licence area as
much of the government activities are not directly linked to the size of the seabed utilised for a
project. These suggested alternative approaches were considered, however it is assessed that a
structure with a combination of fixed and variable components does result in splitting costs
proportionally according to effort and at appropriate times for participants in the scheme. As such,
the structure of the approach consulted on has remained unchanged.

Submissions raised concerns that the department, the Registrar and the Regulator would
experience a shortfall in funding to undertake administration and regulation of activities in the
2022-23 and 2023-24 financial years ahead of cost recovery charging commencing in mid to late
2023. The department, the Registrar and the Regulator will be fully funded through the shortfall
period and no impact on administration or regulation is expected. .

Three submissions noted the fees were high. The CRIS reflects the activities and the capacity
required to administer the OEl framework in an efficient manner. It is consistent with the

Government’s policy on full cost recovery charging for all government activities.

The CRIS will be subject to regular reviews to make sure the estimated costs are consistent with the
actual effort over time.
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5 OFFSHORE INFRASTRUCTURE REGISTRAR

5.1 Description of the regulatory charging activity

The Registrar is a statutory position, assisted by APS employees appointed by the Secretary of the
department under section 153 of the OEI Act.

The functions and powers of the Registrar include:

e Providing information, assessments, analysis, reports, advice and recommendations to the
Minister in relation to the performance of the Minister’s functions or the exercise of the
Minister’s powers under the OEI Act;

o Cooperating with the Regulator in matters relating to the administration and enforcement
of the OEI Act and the applied work health and safety provisions;

e Cooperating with other Commonwealth agencies and authorities having functions relating
to the regulation of offshore infrastructure activities;

e Such other functions as are conferred on the Registrar by or under the OEI Act;

e Doing anything incidental to or conducive to the performance of any of the above functions;
and

o Doing all things necessary or convenient to be done for or in connection with the
performance of the Registrar’s functions.

Operational cost drivers

The Registrar’s ability to effectively administer and discharge its functions under the OEI Act is
underpinned by access to sufficient resources, capacity and qualified personnel. The Registrar must
be able to retain a competent capacity to undertake its advisory and compliance roles under the OEI
regime.

The Registrar is to be fully funded through the cost recovery charges imposed under the

OEl legislation and manages the funds through an administered Special Account. The Registrar will
recover its costs via application fees and annual licence levies. The first cost recovery will occur on
the receipt of the first licence application, which is expected in the latter half of 2022-23. Funding
has been allocated through Budget processes to support ongoing work of the Registrar until the first
cost recovery point.

5.2 Cost Recovery Model

5.2.1 Staffing

For the initial CRIS period, the Registrar will have 13.75 Full Time Equivalent (FTE) staff employed to
support the Registrar in delivering its legislated functions under the OEI Act:

Two full-time EL2 Manager equivalent (2.0 FTE)

Five full-time EL1 Assistant Manager equivalent (5.0 FTE)
Four full-time APS 6 Officer equivalent (4.0 FTE)

One full-time APS5 Officer Equivalent (1.0 FTE)

PwnNnpE

The FTE will deliver across Licensing, Commercial, Risk & Assurance and Compliance activities.
Specialist technical advice will be provided by a Technical Expert which has been costed on a
per application basis.
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These staff are supported by:
1. Technology, Information and Geospatial Support (GIS and ICT) (0.5 FTE)
2. Business Support Unit (BSU) (1.0 FTE)
3. Senior Executive (0.25 FTE)

The cost of the Senior Executive, BSU and GIS and ICT is allocated across the Registrar’s OEIl
activities based on estimations of effort.

Departmental Overheads

The department provides the governance structure, access to corporate support and systems and
insurance coverage and allocates these costs to the Registrar.

These costs consist of:

Workers compensation insurance premium

Property and general liability insurance premium

Depreciation of office fit-outs

Governance structure (Accountable Authority instructions, delegations, departmental
policies), mandatory training, financial and other departmental systems, corporate support
Standard Protected Desktop Offering

Human Resources support and payroll processing
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5.2.2 Outputs and business processes
All references are to the OEIl Act unless otherwise described.

[\ [o) FUNCTION PROCESS
1 Declaration of an area and Release
invitation to apply — Publication of notifiable instrument for invitation to apply.
(Chapter 2)
2 Grant of Feasibility Licence, | Grant of Licence
Commercial Licence, General overview of process:
Research & Demonstration - Receipt of application.
Licence, Transmission & - Screening of application and re-submission.
Infrastructure Licence — Assessment of application.
(Chapter 3) - Request/s for further information.
- Meeting/s with applicant.
— Consultation with the Regulator etc.
- Provide advice and support to the Minister.
- Financial offers and overlapping of proposed licence areas (where applicable).
- Procedural fairness and legal advice.
- Implement the decision.
- Maintain the Register of Licences (Chapter 5).
- Notifiable instruments of event (where applicable — Chapter 5).
3 Licence Applications — All Extension, Variation, Surrender, Cancellation, Transfer and Change In Control
Licence Types General overview of process:
(Chapter 3) - Receipt of application.
- Screening of application and re-submission.
— Assessment of application.
- Request/s for further information.
- Meeting/s with applicant.
— Consultation with the Regulator etc.
- Provide advice and support to the Minister.
- Procedural fairness and legal advice.
- Implement the decision.
- Maintain the Register of Licences (Chapter 5).
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Administrative Activities
(Chapter 3, Chapter 5,
Chapter 7)

Ongoing assessment of compliance with the legislation including conditions on the licence and review of annual licence
reports.

Stakeholder engagement and dissemination of information outside of application process.

Legislative/Regulatory amendments.

Management of resources to undertake Registrar activities including staffing, contract management and risk
management.

Special Account transactions, levy invoicing, refunds and review of cost recovery arrangements.

Management of statutory reviews, senate estimates and other oversight arrangements.

Corporate planning, divisional reporting, feedback and complaints, ad-hoc reports to the Minister.

Maintain guidance material for applicants including factsheets, application forms, submission guidance, website and
training.

Legal Advice.
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5.2.3 Costs of the regulatory charging activity

Direct and indirect costs are allocated to each output based on estimates of effort required (Table 1).
Indirect costs are allocated on a per head basis.

Direct costs are budgeted at $2,671,958 for 2022-23, $3,402,446 for 2023-24 and $3,072,542 for 2024-25
and comprise:
e Employee and associated expenses (e.g., salary, superannuation, leave entitlement, learning and
development, professional memberships).
e Apportioned employee and associated expenses of the Senior Executive, TIGS and BSU teams
based on anticipated effort for OEl activities.
e Apportioned maintenance and support of the co-branded website and
register.

The direct costs are readily identifiable in the financial management and information system. The
Registrar will regularly undertake an exercise to validate the actual time spent on each function.
The direct costs are allocated to various outputs based on estimated levels of effort.

Indirect costs are budgeted at $398,824 for 2022-23, $433,751 for 2023-24 and $446,026 for 2024-25
and comprise:

e Overheads - Departmental and administration

e Office accommodation and utilities

e Travel, liaison and stakeholder engagement

e Legal advice and support

Table 1: Direct and indirect costs estimated for 2022-23 to 2024-25

Financial Year

Licence Assessments, Operations and Administration

2024-25

Staff Costs including Staff Benefits (Direct)

EL2 Manager (2.0 FTE) S 416,999 | $ 425337 | S 433,844
EL1 Assistant Manager (5.0 FTE) S 852,673 | S 869,728 @ S 887,123
APS6 Officer (3.0 FTE increasing to 4.0 FTE 2023-24) S 281,274 | S 573,799 | S 585,275
APS5 Commercial Officer (1.0 FTE) S 117,720 @ S 120,074 @ S 122,476
Specialist Technical Officer (Expert, based on number of applications received) | $ 612,000 S 1,014,390 | S 636,725
Senior Executive (SES) (0.25 FTE) S 92,856 @ S 94,713 @ S 96,607
EL1 BSU Support (1.0 FTE) $ 170,535 | $ 173,946 | ¢ 177,424
IT Systems Support including GIS (0.5 FTE) S 127,901 @ S 130,459 | S 133,068
Sub-total (Direct Costs) S 2,671,958 S 3,402,446 | S 3,072,542
Operational Administration Costs (Indirect)

Legal Advice and Support (Contract) S 200,000 | S 204,000 | S 208,080
Liaison and Ongoing Stakeholder Engagement S 65,000 @ S 70,000 @ S 75,000
Overheads (including overheads to the Dept) S 91,200 | S 116,275 | S 118,600
Administration S 42,624 | S 43,476 | S 44,346
Sub-total (Indirect Costs) S 398,824 | S 433,751 | S 446,026
Total $ 3,070,782 | S 3,836,197 | $ 3,518,568

Page 14 of 43



5.2.4 Costs of the activity

The Registrar’s total budget for OEl activities is $3,070,782 for 2022-23, $3,836,197 for 2023-24 and
$3,518,568 for 2024-25.

Based on analysis of effort required, Table 2 shows the allocation of the Registrar’s costs to outputs for
2022-23, 2023-24 and 2024-25 based on anticipated applications. The figures were derived by multiplying

the direct and indirect costs of each team by the level of effort estimated to achieve each output.

Table 2: Cost allocated to outputs in 2022-23 to 2024-25

Output Direct Costs Indirect Costs

Output
2022-23 2023-24 2024-25 2022-23 2023-24 2024-25 2022-23  2023-24 2024-25

Declaration of an area o
1 B Iniiidten o cehy 5% $133,598 $170,122 $153,627 $19,941 $21,688 $22,301 $153,539 $191,810 $175,928

2 Feasibility Licence 80% $2,137,566 $2,721,957 $2,458,034 $319,059 $347,001 $356,821 $2,456,626 $3,068,958 $2,814,854
3 Commercial Licence 0% $0 $0 $0 $0 S0 S0 $0 $0 $0
4 Research & 0% %0 $0 50 $0 $0 S0 $0 $0 $o

Demonstration Licence

Transmission &

5 . 10% $267,196 $340,245 $307,254 $39,882 $43,375 $44,603 $307,078 $383,620 $351,857
Infrastructure Licence
Transfi 0%
6 ransfer 6 %0 50 ) 0 $0 $0 $0 $0 $0
(all licences)
Change In Control 5%
7 = ° $133,598 $170,122 $153,627 $19,941 $21,688 $22,301 $153,539 $191,810 $175,928
(all licences)
Total 1 $2,671,958  $3,402,446  $3,072,542  $398,824 $433,751 $446,026 | $3,070,782  $3,836,197  $3,518,568

5.2.5 Design of regulatory charges

The Registrar’s cost model has been designed to ensure stable revenue to enable effective regulation and
management of its Special Account in line with Australian Government Charging Framework (AGCF).

The Registrar’s cost recovery charges comprise an annual licence levy imposed on different types of
licences and fees charged on applications made to the Registrar for the approval of activities under the
OEIl Act and regulations. As shown in Table 3, the cost recovery structure for the Registrar aims to be a
60:40 model with approximately 60 per cent of costs to be recovered through application fees and
approximately 40 per cent of costs to be recovered through the annual licence levy. As a new framework,
the majority of effort will be at the licence application stage, facilitating entrants into the framework.
This approach aims to reflect the anticipated level of activity in the OEl industry in Australia but may vary
once the industry becomes established. This structure will be reviewed and re-assessed as part of a
regular CRIS review cycle.

Table 3: Cost recovery structure for OEIl activities in 2022-23 to 2024-25

Financial Year

Cost Recovery Estimates

2022-23 2023-24 2024-25

Application Fees (60%) $1,842,469 $2,301,718 $2,111,141
Annual Levies (40%) $1,228,313 $1,534,479 $1,407,427
Total (100%) $3,070,782 $3,836,197 $3,518,568
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In the Registrar’s view, transparency and stability in the level of fees and levies is important for providing
consistency and clarity for industry, supporting a more predictable investment environment. It is
proposed that fees and annual licence levies be reviewed in 24 months. The Registrar will maintain full
transparency by notifying and consulting industry where required prior to any potential future increase.

5.2.6 Cost recovery levy — Registrar

An annual licence levy for licence administration is imposed on holders of OEl licences. The annual licence
levy is payable in accordance with the Offshore Electricity Infrastructure (Regulatory Levies) Regulations
2022 at 30 days after the grant of a licence and annually thereafter at the end of 30 days after the
anniversary date of the grant of the licence. Where a licence is in force for less than 12 months, the
annual licence levy is calculated for the period the licence remains in force. Annual licence levies are used
to fund Registrar activities where it is not practical to attribute costs to a specific licence, for example,
ongoing stakeholder engagement (including with prospective licence applicants), guidance material and
legislative/policy support, licence compliance and monitoring, reporting, cancellation of licences and
protection of confidential information.

The annual licence levy is forecast to make up around 40 per cent of the Registrar’s revenue, providing

a stable revenue stream that is dependent upon the current number and type of licences in force.
Annual licence levy revenue estimates are based on the anticipated number of licences incorporating
known upcoming activities. It is difficult to predict the number of potential licences, noting that there are
currently no active licences. Furthermore, the number of licences granted may be less than the number
of applications received due to the competitive nature of the licensing regime.

The structure for the annual licence levy (Table 4) is relatively easy to calculate, involving a:
o fixed base rate per licence for feasibility licence, commercial licence and research and
demonstration licence plus an additional levy on a per square kilometer basis above the base area;
o fixed flat rate for a transmission and infrastructure licence, as effort is not affected by the area.

Consistent with the principles of the CRGs, annual licence levy amounts have been designed to encourage
development in an efficient manner to encourage proponents to focus their area of activities by
increasing the annual licence levy on a per square kilometre basis above a minimum area size. The
application of a staggered annual licence levy for feasibility licence, commercial licence and research and
demonstration licence also reflects the increased cost of administration for larger licence/project areas.
This is consistent with the approach applied to other offshore industries. Under the framework there is a
requirement for licence holders to continue to meet the merit criteria and commence activities within a
reasonable time. Therefore, it is expected the amount of effort required to monitor and manage the
ongoing compliance requirements, particularly the use of the complete licence area will increase with the
size of the licence. The variable component intends to make sure the costs are split proportional to effort.

It is the Registrar’s view that the annual licence levy structure is proportionate to the administrative
complexity of the licence scheme and any over/under recovery across levy categories is reasonable.
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Table 4: Annual licence levy revenue estimates for 2022-23 to 2024-25%

Estimated Total No. of licences

Licence Type

2023-24

2024-25

Proposed levy rate

from 1 July 2022

Base Levy

$120,000 for up

Additional Levy

2022-23

Levy amount Outputs

2023-24 2024-25 funded

ibili 2
Feasibility 10 19 foand including | * 1000 per 10 km $0 $1,489,900 | $2,709,900 | 1,2,34
Licence above 100 km?
100 km?
X $150,000 for up 5
Commercial 0 0 ey | Sbl G ROl $0 $0 ) 2,34
Licence above 100 km?
100 km?
Research & $120,000 for up 5
Demonstration 0 0 to and including $1,000 per 10 km S0 S0 S0 1,2,3,4
; above 100 km?
Licence 100 km?
Transmission &
Infrastructure 1 1 $120,000 flat N/A SO $120,000 $120,000 2,3,4
Licence
Levy Estimate 0 11 20 S0 $1,609,900 $2,829,900

# The Estimated Total No. of licences is not a limit or cap on the number of licences to be granted. It is an assumption of industry activity as at June 2022.

5.2.7 Cost recovery fees — Registrar

Licence and licence-related application fees are payable in accordance with the Offshore Electricity
Infrastructure Regulations 2022 at the time that an application is submitted to the Registrar. Revenue
from application fees fluctuates from year to year as they are dependent upon the timing, type and
number of applications lodged.

The focus of the Registrar’s activities in relation to licence-specific applications is on assessing compliance
with the OEI Act, regulations and guidelines, the technical and financial ability of applicants to carry out
licence-related activities, the suitability of the applicant to hold the licence and the likely viability of the
proposed OEIl project.

The application fees are forecast to make up around 60 per cent of the Registrar’s revenue. However,
this is dependent upon the number of applications lodged. It is difficult to predict the type and number
of applications that may be lodged in this new industry. This cost recovery structure also allows for cost
recovery early in the process, as the majority of the Registrar’s effort will relate to the processing of
applications, rather than waiting until licences are granted.

The application fees are calculated by applying a fixed/flat rate to the type of application submitted.
Having a single flat fee for the majority of applications will be maintained as a part of the Registrar’s
revenue structure. The charging of different fee amounts for different application types is necessary to
reflect the level of complexity of the assessment.

Fees have been estimated below in Table 5 based on the predicted number of applications that may be
submitted to the Registrar over the coming years. The number of application fees will fluctuate according
to industry activity and is difficult to predict. There will be minor cross-subsidisation for the first few years
as only limited types of applications are forecast based on declaration conditions and nascence of the
industry. The Registrar will seek to address any cross-subsidisation in subsequent CRIS reviews.
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Table 5: Application fee revenue estimates for 2022-23 to 2024-25%

: P Application Total
.. Estimated No. of applications
Item and type of application - Outputs funded
2022:23  2023-24  2024-25 Fee 202223 2023-24 2024-25

Grant of feasibility licence (s33) 8 12 9 $300,000 $2,400,000 $3,600,000 $2,700,000 2
Grant of commercial licence (s42) 0 0 0 $350,000 SO S0 S0 2
Grant of h &

rantotresearc 0 0 0 $300,000 $0 %0 %0 1,2
demonstration licence (s52)
Grant of transmission &

0 1 0 $300,000 SO $300,000 SO 2

infrastructure licence (s61)
Extensi f li ,all t

xtension of licence, all types . : : $36,500 50 s0 s0 B
(s37, s47, s56, s65)
Variation of licence, all types 0 0 0 $36,500 %0 %0 %0 3
(s38, 548, s57, s66)
S der of li »

urrender of licence 0 0 0 $22,500 $0 $0 S0 3
all types (s74)
Approval of transfer of
licence, all types (s70) 0 0 0 $35,500 0 $0 $0 3
Approval of change in
control of a licence, 0 0 0 $35,500 S0 S0 S0 3
all types (s87)
Fees Estimate 8 13 9 $2,400,000 $3,900,000 $2,700,000

# The No. of applications is not a limit or cap on the number of licences to be granted. It is an assumption of industry activity as at June 2022.

5.3 Risk Assessment

In accordance with the Charging Risk Assessment (CRA) template, the overall risk rating of the cost
recovered activity is assessed as high. This is because the charges involve both fees and levies and require
the development of a new cost recovery framework through regulations. This is due to OEl being a new
framework.

The major budget risk for the Registrar would be a significant delay or decrease in the number of
applications for licences and/or the number of licences granted (Table 6). The application fees and
annual licence levy are the Registrar’s only source of revenue.

To mitigate exposure to potential inconsistencies and unknown patterns in an emerging industry,

the Registrar aims to build a reserve over the initial three-year period, to be maintained over future CRIS
revisions, as a financially responsible measure. It is intended to maintain approximately $1 million in
reserve. This enables the Registrar to manage its cash flow as revenue fluctuates from month to month
while cash outflows are relatively stable. It will also allow the Registrar to maintain a base staffing level to
provide ongoing administration and assistance to the OEl sector. For significant fluctuations in industry
activity, the Registrar may engage the services of short-term contractors as appropriate.
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Table 6: Cost recovery structure for OEIl activities in 2022-23 to 2024-25

Financial Year
Differential In Estimated Costs and Revenues

2022-23 2023-24 2024-25

Application Fees

Required Application Fee Revenue (Approx. 60%) $1,842,469 $2,301,718 $2,111,141
Estimated Application Fee Revenue (As at June 2022) $2,400,000 $3,900,000 $2,700,000
Potential differential $557,531 51,598,282 5588,859

Annual Licence Levies

Required Annual Levy Revenue (Approx. 40%) $1,228,313 $1,534,479 $1,407,427
Estimated Annual Levy Revenue (As at June 2022) SO $1,609,900 $2,829,900
Potential differential -51,228,313 S§75,421 $1,422,473
Totals

Required Cost Recovery (Fees and Levies) $3,070,782 $3,836,197 $3,518,568
Estimated Revenues (Fees and Levies) $2,400,000 $5,509,900 $5,529,900
Potential differential -S$670,782 $1,673,703 $2,011,332

While a surplus is forecast, this is entirely dependent upon application activity levels which at this time
are unknown. There is also the potential for adjustments to budgetary allocations in future.

The Registrar will continue to monitor the cost recovery arrangements to ensure that they remain cost
effective and equitable among applicants and licence holders. In addition, the proposed 60:40 structure
allocation between fees and levies will be reviewed as part of the regular CRIS review cycle.

Any required increase in fees and/or levies will be considered as part of as part of a CRIS review cycle.
The Registrar will actively engage with industry and raise issues relating to cost structures as they arise.

5.4 Financial Estimates

Financial estimates are provided below in Table 7. As these financial estimates change, the CRIS will be
updated accordingly.

Table 7: Summary of financial estimates for 2022-23 to 2024-25

2022-23 2023-24 ‘ 2024-25 ‘
Revenue $2,400,000 $5,509,900 $5,529,900
Expenses $3,070,782 $3,836,197 $3,518,568
Surplus/(Deficit) -$670,782 $1,673,703 $2,011,332

The Registrar will continue to assess fees and levies to ensure they are efficient, and report on cost
effectiveness as part of its annual report of activities.

5.5 Non-Financial Performance

As soon as practicable after the end of each financial year, the Registrar is required to prepare and give to
the Minister, for presentation to the Parliament, a report on the Registrar’s activities under the OEl Act
for that year (section 159 of the OEI Act). This will occur through the department’s broader annual
reporting process. The Registrar will also publish a separate annual report of its activities, which is
consistent with its input into the department’s annual report but is expanded to provide a broader
overview of the Registrar’s operations.
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6 OFFSHORE RENEWABLE ENERGY (DCCEEW)

6.1 Description of the regulatory charging activity

ORE within the DCCEEW is responsible for the ongoing development, implementation and operation
of the framework including: identifying and assessing marine areas to inform Ministerial decision-
making, ongoing policy and regulatory development and program management, administration and
engagement activities.

ORE was originally created to develop and implement the OEl framework and will continue to work
with the Registrar and the Regulator to manage and co-ordinate Government activities relating to the
administration and governance of the framework.

The OEIl framework is designed to enable the development of an offshore electricity industry and to
promote investment certainty. The need for the framework was driven by the industry and the
ongoing Government activities associated with the implementation and operation of the framework
are undertaken for the industry. As processes and outputs of ORE are undertaken specifically for the
OEl industry, it is appropriate that the industry be required to fund such activities.

ORE will operate under full cost recovery charging, with an annual Commonwealth levy to be
imposed on OEl licence holders.

6.2 Cost Recovery Model

6.2.1 Staffing

As at 1 July 2022, ORE will increase to 31.75 FTE staff employed to support the ongoing development,
implementation and operation of the OEl framework. The FTE will comprise:

Three full-time EL2 Managers (3.0 FTE)

Ten full-time EL1 Assistant Managers (10.0 FTE)

Eleven full-time APS 6 Senior Policy Officers (11.0 FTE)

Seven full-time APS 5 Project/Program/Policy Officers (7.0 FTE)
SES Band 1 Executive (0.75 FTE)

vk wh e
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6.2.2 Outputs and tasks of the regulatory charging activity

ORE will have three primary outputs. These, along with the processes involved with each, are detailed below. All references are to the OEI Act unless
otherwise described.

[\ [e) OUTPUT PROCESS
1 Declaration of an area Process consultation, governance and guidance
(Chapter 2) - Preparation and ongoing upkeep of internal and external guidance material and communications.
- Consultation with other Commonwealth government departments.
Staff allocated (13.25 FTE): - Engagement with stakeholders.

— Ongoing administration.
- SESBand 1 (0.25 FTE) Area Identification

- EL2 (1.0 FTE) - Consultation.
- EL1 (4.0 FTE) — Prioritisation assessment of nominated areas.
- APS6 (4.0 FTE) - Ministerial briefing on proposed area for assessment for declaration.
- APS5 (4.0 FTE) - Communication of area under assessment.
Area Assessment
- Identification of existing marine uses and users.
- Assessment.

— ldentification of area boundary.

- Consultation.

- Public consultation notice and discussion paper.

Public consultation

- Drafting of public consultation notice and discussion paper.
- Publish notice calling for submissions on DCCEEW website.
- Consultation.

— Ongoing monitoring and administration of consultation process and submissions.
Assessment of submissions

- Assessment of public submissions.

- Consultation.

- Statement of Reasons.

Recommendation to Minister

— Drafting of declaration legislative instrument.

— Ministerial briefing.

Declaration decision

— Registration of declaration legislative instrument.
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Policy development and Policy Development

regulatory improvement - Research and analysis.
- Developing, maintaining and communicating OEl operational policy and instructional material.
Staff allocated (8.25 FTE): - Development of submissions and discussion papers in relation to the operation and implementation of the OEIl
framework.
- SESBand 1(0.25 FTE) - Strategic planning and policy coordination.
- EL2 (1.0 FTE) - Stakeholder engagement.
- EL1(3.0FTE) Regulatory Improvement

- APS6 (3.0 FTE)

- Legislative framework oversight and maintenance.
- APS5 (1.0 FTE)

- Development of legislation and legislative amendments.
— Consultation on proposed legislation and amendments.

Program management, Program management
administration and - Program approach and planning.
engagement — Industry research and reporting.
- Ministerial and Executive briefings in relation to the OEl framework and industry.
Staff allocated (10.25 FTE): - Cost recovery arrangements.
Administration

- SESBand 1 (0.25 FTE)
- EL2 (1.0 FTE)

- EL1 (3.0 FTE)

- APS6 (4.0 FTE)

- APS5 (2.0 FTE)

- Ongoing administration and governance.

- Information management.

- Internal and external enquiries management.

Engagement

- Internal and external guidance material and communications.

- Development and maintenance of website.

- Stakeholder coordination

- Government relations.

- Engagement with industry, community groups and other stakeholders.
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6.2.3 Costs of the activity

Direct and indirect costs of undertaking the processes and outputs of ORE (as shown above) are

detailed in Table 8. Indirect costs have been allocated on a per head basis.

Direct costs are budgeted at $4,250,827 for 2022-23, $4,271,381 for 2023-24 and $4,298,902 for

2024-25 and comprise:

e Employee and associated expenses (e.g., salary, superannuation, leave entitlements, training

and development)
e Workers’ compensation premiums

Indirect costs are budgeted at $879,651 for 2022-23, $884,811 for 2023-24 and $891,721 for

2024-25 and comprise:
e |CT systems and desktop support
e Organisational services
e Human resources support
e Office accommodation and utilities
e Legal advice
e Travel

Table 8: Direct and indirect costs allocated to outputs for 2022-23 to 2024-25

Financial Year

2022-23
Staff Costs including Staff Benefits (Direct)
EL2 Team Manager (3.0 FTE) $524,458
EL1 Assistant Manager (10.0 FTE) $1,459,992
APS6 Senior Policy Officer (11.0 FTE) $1,329,222
APS5 Program/Project/Policy Officer (7.0 FTE) $750,119
SES Band 1 (0.75 FTE) $187,036
Sub-total (Direct Costs) $4,250,827
Marginal (Indirect) Costs
ICT Systems and Desktop Support $171,265
Organisational Services $214,010
Human Resources Support S44,615
Office Accommodation and Utilities $403,549
Legal Advice $33,192
Travel $13,020
Sub-total (Indirect Costs) $879,651
Total $5,130,478

2023-24

$527,121
$1,467,176
$1,335,501

$753,554

$188,029
$4,271,381

$173,270
$216,514
$44,124
$408,271
$29,461
$13,172
$884,812
$5,156,193

ORE total budget is $5,130,478 for 2022-23, $5,156,193 for 2023-24 and $5,190,623 for

2024-25.

2024-25

$530,685
$1,476,796
$1,343,909

$758,152

$189,360
$4,298,902

$174,622
$218,205
$44,469
$411,459
$29,691
$13,275
$891,721
$5,190,623

Table 9 shows the percentage of staff effort required to deliver each output and the subsequent

total cost for the 2022-23, 2023-24 and 2024-25 financial years.
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Table 9: Cost allocated to outputs for 2022-23 to 2024-25

Output No: Output

% Direct Costs Marginal (Indirect) Costs Total

Efioh 2022-23 2023-24 2024-25 2022-23  2023-24 2024-25 2022-23 2023-24 2024-25

1 Dec;:':::’a”f 41 | $1,728,881 | $1,737,241 | $1,748,434 | $368,257 | $370,417 | $373,310 & $2,097,137 | $2,107,658 | $2,121,744
Policy
development

27 $1,151,940 | $1,157,510 | $1,164,968 | $228,185 | $229,524 | $231,316 | $1,380,125 | $1,387,034 | $1,396,284
and regulatory

improvement
Program
management,
3 administration 32 $1,370,006 | $1,376,630 | $1,385,500 | $283,209 & $284,871 | $287,095 & $1,653,215 | $1,661,501 | $1,672,595
and
engagement
Total 100 $4,250,827 | $4,271,381 | $4,298,902 | $879,652 | $884,812 | $891,721 | $5,130,478 | $5,156,192 | $5,190,623

6.2.4 Cost recovery levy — DCCEEW (ORE)

An annual Commonwealth levy will be imposed on holders of OEl licences. This levy is payable in
accordance with the Offshore Infrastructure Act 2021, the Offshore Infrastructure (Regulatory Levies)
Act 2021 and the Offshore Electricity Infrastructure (Regulatory Levies) Regulations 2022. The levy is
payable upon the grant of a licence and annually thereafter within 30 days of the anniversary of the
licence. The levy is payable every 12 months calculated on the anniversary of the licence, the calendar
month in which the anniversary falls does not have any bearing on the amount of levy payable.

Annual Commonwealth levy revenue estimates (Table 10) are based on the anticipated number of
granted licences in the forward years. It is difficult to predict the number of potential licence grants
given this is a new industry and there are currently no active licences.

The annual Commonwealth levy will recover the costs associated with the delivery of outputs 2
(Policy development and regulatory improvement) and 3 (Program management, administration and
engagement) from all licence holders. The processes involved in the delivery of these outputs, for
example policy development, administration and engagement, are undertaken for the benefit of all
OEl licence holders equally and not for the benefit of any one licence type. These processes comprise
the core work of ORE and are critical to maintaining an efficient and effective OEI framework.

The costs associated with the delivery of output 1 (Declaration of an area) are imposed on feasibility
licence holders only. The declaration of an area as suitable for offshore renewable energy
infrastructure is required before a feasibility or research or demonstration licence can be granted.

Consideration was given to also charging commercial licence holders for costs associated with the
delivery of output 1, however, because it is not anticipated that any commercial licences will be
granted in 2022-23, 2023-24 or 2024-25, doing so would result in a significant delay in the

ORE’s ability to fully recover costs and would create a persistent deficit.

The purpose of a research and demonstration licence is to research or demonstrate the feasibility or
capabilities of new, emerging or under-researched technologies or processes. As projects undertaken
under this licence type are intended to advance understanding of new offshore technologies and
further develop the capability of OEl, charging only the costs associated with the delivery of outputs 2
and 3, is considered appropriate. However, it is not anticipated that any research and demonstration
licences will be granted in 2022-23, 2023-24 and 2024-25.
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Applications for transmission and infrastructure licences are not dependent on an area being
declared by the Minister. Therefore the annual Commonwealth levy imposed on these licence
holders will not include costs associated with the delivery of output 1.

Table 10: Annual Commonwealth levy revenue estimate for 2022-23 to 2024-25%

Estimated total number of P;oposeld Total estimated levy S
i ranted licences finda utputs
Licence Type 8 Commonwealth funded
Levy
2022-23 2023-24 2024-25 2022-23 2023-24 2024-25
Feasibility
. 0 10 19 $513,342 SO $5,133,421 $9,753,500 1,2,3
Licence
Commercial 0 0 0 *$295,186 30 30 30 2,3
Licence
Research &
Demonstration 0 0 0 *$295,186 SO o) SO 2,3
Licence
Transmission &
Infrastructure 0 1 1 $295,186 SO $295,186 $295,186 2,3
Licence
Total S0 $5,428,607 | $10,048,686

# The No. of applications is not a limit or cap on the number of licences to be granted. It is an assumption of industry activity as at June 2022

* It is not anticipated that any commercial, or research and demonstration, licences will be granted in 2022-23, 2023-24 or 2024-25. At this stage, these figures
are placeholders only. The proposed annual Commonwealth levy imposed on these licence holders will be reviewed in the event an application for a commercial,
or research and demonstration licence is received or when this CRIS is reviewed in accordance with the Australian Government Charging Framework.

6.3 Risk Assessment

In accordance with the CRA template, ORE has assessed the overall risk rating of the cost recovered
activity as high. This is because the cost recovery charging is for a new activity and the expected impact
on industry is high given the cumulative effect of the Registrar, ORE and the Regulator’s cost recovery
charging.

The major risk for ORE would be a significant increase or decrease in the number of licences granted by
the Registrar. This could result in either a substantial revenue deficit or surplus.

ORE will continue to engage with the Registrar and industry to monitor the cost recovery arrangements
to ensure that they remain cost effective and equitable among licence holders.

6.4 Financial Estimates

Financial estimates are provided below in Table 11. As these financial estimates change, the CRIS will
be updated accordingly.

Table 11: Summary of financial estimates for 2022-23 to 2024-25

2023-24 Total over forward years
Revenue SO S5,428,607 $10,048,686 $15,477,293
Expenses $5,130,478 $5,156,193 $5,190,623 $15,477,293
Surplus/Deficit -$5,130,478 $272,415 $4,858,063 SO
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No revenue is anticipated for the 2022-23 financial year.

The OEl framework commenced on 2 June 2022. Before licences can be applied for, and granted, there
are a number of statutory processes that must occur. This includes the declaration of an area as
suitable for offshore renewable energy infrastructure and an invitation to apply for licences. Once
these processes have been undertaken, it will take additional time for proponents to compile and
submit applications, for the Registrar to assess applications, and for the Minister to grant licences. As a
result it is anticipated that cost recovery charging for ORE’s regulatory activities will not commence
until mid to late 2023.

As the OEIl framework is new, and the industry in its infancy, it is anticipated that it will take until late
2023-24 or early 2024-25 for ORE to be operating with a surplus. It will take time for the industry to
develop and for the cumulative effect of granted licences to reach a point where full cost recovery is
occurring.
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7 OFFSHORE INFRASTRUCTURE REGULATOR

7.1 Description of the regulatory charging activity

The OEI Act defines NOPSEMA as the Regulator. NOPSEMA is an independent statutory authority
established as the National Offshore Petroleum Safety Authority (NOPSA) on 1 January 2005 and
expanded with additional responsibilities to become NOPSEMA on 1 January 2012.

The OEI Act provides that the Regulator will have core responsibilities for work health and safety,
infrastructure integrity, environmental management, and financial securities for OEI activities in
Commonwealth offshore areas. In addition, the Regulator will provide specialist technical advice
and support to DCCEEW, the Minister for Energy and the Registrar in relation to the performance of
their functions and related activities under the OEl Act as well as performing a critical role in
advising the industry and broader community on the operation of, and compliance with, the

OEl regime.

Effective regulation of high hazard, technically complex offshore industries requires a regulator to
hold and maintain a core staff of highly qualified and experienced regulatory personnel including
engineers, work health and safety specialists and environmental management practitioners.

This approach is consistent with leading practice internationally. Through providing NOPSEMA the
functions of the Regulator under the OEI Act the specialist technical expertise of the organisation
can be effectively leveraged to deliver regulatory functions at reduced cost to the industry.

The Regulator has the capacity to appoint inspectors under section 192 of the OEI Act and will
deliver the primary compliance monitoring and investigation functions under the framework in
relation to licence holder compliance with requirements under the OEl Act and its regulations.

The Regulator will fulfil its statutory functions by undertaking assessment, inspection, investigation,
enforcement, promotion and advisory activities. The Regulator’s statutory functions are to be fully
cost recovered through a combination of fees and levies. These activities are separately identifiable
tasks that can be allocated to an appropriate levy or charged as a fee. The activities are undertaken
on a not-for-profit basis.

Under the OEI Act, the Regulator has the following legislated functions:

e To promote the work health and safety of persons engaged in offshore infrastructure
activities;

e To develop and implement effective monitoring and enforcement strategies to secure
compliance by persons with their obligations under the OEI Act, the applied work health
and safety provisions or a licence or in relation to matters related to the following:

(i) work health and safety;

(ii) environmental management;

(iii) the infrastructure integrity of offshore renewable energy infrastructure and
offshore electricity transmission infrastructure;

e To investigate accidents, occurrences and circumstances:

(i) that affect, or have the potential to affect, the work health and safety of persons

engaged in offshore infrastructure activities; or

(i) that involve, or may involve, deficiencies in environmental management in

connection with offshore infrastructure activities; or

(iii) that involve or may involve deficiencies in the infrastructure integrity of offshore

renewable energy infrastructure or offshore electricity transmission infrastructure;
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e Toreport, as appropriate, to the Minister on investigations;

e To advise persons, either on its own initiative or on request, on matters relating to work
health and safety, environmental protection and infrastructure integrity in connection with
offshore infrastructure activities;

e To make reports, including recommendations, to the Minister on issues relating to work
health and safety, environmental protection and infrastructure integrity in connection with
offshore infrastructure activities;

e To provide information, assessments, analysis, reports, advice and recommendations to the
Minister in relation to the administration and functioning of the OEIl Act and the applied
work health and safety provisions;

e To cooperate with the Registrar in matters relating to the administration and enforcement
of the OEI Act and the applied work health and safety provisions;

e To cooperate with other Commonwealth, State or Territory agencies and authorities having
functions relating to the regulation of offshore infrastructure activities;

e To perform the functions conferred on the Regulator by the applied work health and safety
provisions;

e To perform such other functions as are conferred on the Regulator by or under the
OEl Act; and

e To do anything incidental to or conducive to the performance of any of the above functions.

The functions of the Regulator may be performed within or outside Australia. The Regulator will
share offices with NOPSEMA located in Perth and Melbourne.

Operational cost drivers

NOPSEMA is a Corporate Commonwealth Entity and has operated on a full cost recovery basis since
1 January 2005. NOPSEMA'’s ability to effectively administer and discharge its functions as the
Regulator under the OEIl Act is underpinned by access to sufficient resources, capacity, and qualified
personnel. In order to reduce regulatory costs while the offshore electricity infrastructure industry
is becoming established, it is intended that the Regulator will utilise the specialist technical
expertise and capability of NOPSEMA staff as needed during periods of peak workload and to
support regulatory activities such as the assessment of regulatory applications. This may be
supplemented by additional specialist expertise for particular activities. In addition to accessing
specialist expertise where required, the Regulator will need to build and maintain core staffing to
deliver its functions on an ongoing basis from commencement of the framework. Crucially this will
involve provision of guidance and advice to the industry, government and broader stakeholders in
relation to the requirements of the regime.

Core staffing will be modified over time in response to industry activity levels and associated
regulatory activities. Costs associated with core staffing, the utilisation of NOPSEMA staff and
retaining additional specialist expertise to deliver the functions of the Regulator will be fully
recovered through fees and levies collected under the OEl framework.

Importantly, there is distinct legislative separation between NOPSEMA'’s functions, duties and cost
recovery in relation to offshore petroleum and greenhouse gas storage and the functions, duties
and cost recovery of the Regulator under the OEl Act. Government has directed that there is to be
no cross-subsidisation between NOPSEMA and the Regulator.
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The Regulator is to be fully funded through the cost recovery fees and levies imposed under the
OEl legislation. The Regulator does not receive an annual departmental appropriation and does not
have any other funding streams.

7.2 Cost Recovery Model

7.2.1 Outputs and business processes of the regulatory charging activity

From 1 July 2022, the Regulator will have 4.0 FTE staff (including contractors) employed to deliver
its legislated functions under the OEI Act:

1. One full-time EL1 Team Lead (1.0 FTE)
2. Three full-time APS6 Regulatory Officers /Senior Advisors (3.0 FTE)

From 1 January 2023, the Regulator will have 7.0 FTE staff (including contractors) employed to
deliver its legislated functions under the OEI Act:

1. One full-time EL2 Team Manager (1.0 FTE)

2. Two full-time EL1 Regulatory Specialists (2.0 FTE)

3. Four full-time APS6 Regulatory Officers/Senior Advisors (4.0 FTE)
4. One full time APS4 Regulatory Assistant (1.0 FTE)

From 1 January 2024, the Regulator will have 10.0 FTE staff (including contractors) employed to
deliver its legislated functions under the OEI Act:

1. One full-time EL2 Team Manager (1.0 FTE)

2. Three full-time EL1 Regulatory Specialists (3.0 FTE)

3. Five full-time APS6 Regulatory Officers/Senior Advisors (5.0 FTE)
4. One full-time APS4 Regulatory Assistant (1.0 FTE)

These teams will be supported by:

Information Technology Team (0.4 FTE)
Finance and Human Resources Teams (0.6 FTE)
Legal and Risk Support (0.3 FTE)

Office of the Chief Executive (0.4 FTE)
Executive functions (0.1 FTE)

A

The costs of the above functions are allocated across the Regulator’s OEl activities based on
estimations of effort.
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7.2.2 Outputs and business processes
All references are to the OEI Act unless otherwise stated.

[\ [o) ACTIVITIES PROCESS
1 Declaration of an area Area identification and declaration
(Chapter 2) —  Provision of operational and regulatory advice to DCCEEW.

- Provision of information, assessments, analysis, reports, advice and recommendations to the Minister in relation to the
administration and functioning of the OEI Act (on request).

- Engagement, provision of advice and guidance to potential applicants on matters relating to work health and safety,
environmental protection, infrastructure integrity, financial securities and compliance with the Act and regulations in connection
with proposed licences and offshore infrastructure activities in declared areas.

2 Feasibility Licence Grant, Extension, Variation, Surrender, Cancellation
(Chapter 3) General overview of process

- Consultation and provision of information to the Registrar on request.

- Stakeholder engagement and promotion of good practice both prior to grant and during the life of a licence.

- Provision of information, assessments, analysis, reports, advice and recommendations to the Minister in relation to the
administration and functioning of the OEI Act (on request).

- Engagement, provision of advice and guidance to potential applicants on matters relating to work health and safety,
environmental protection, infrastructure integrity, financial securities and compliance with the Act and regulations in connection
with proposed licences and offshore infrastructure activities in declared areas.

- Cooperation with other Commonwealth, State and Territory agencies and authorities having functions relating to the regulation of
offshore infrastructure activities.

- Ongoing compliance monitoring activities, inspections and investigations against licence conditions.

- As-required enforcement activities including directions, notices, infringements, civil and criminal prosecutions.

3 Commercial Licence See item 2 for general overview of process.
(Chapter 3)

4 Research and See item 2 for general overview of process.
Demonstration Licence
(Chapter 3)

5 Transmission and See item 2 for general overview of process.
Infrastructure Licence
(Chapter 3)

6 Transfers Transfer of licence
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(Chapter 3)

Consultation and provision of regulatory information to the Registrar.

7 Change in Control Change in control in relation to licence
(Chapter 3) - Consultation and provision of regulatory information to the Registrar.
8 Design Notification - Receipt of applications.
(Chapters 4 and 5) - Assessment of applications (including any procedural fairness requirements).
- Consultation with the Registrar (where applicable).
- Implementation of decisions.
- Dissemination and publication of information.
- Ongoing assessment of revisions.
— Stakeholder engagement and promotion of good practice both prior to and during the assessment.
- Core process development, implementation and maintenance.
- Developing and maintaining guidance material for applicants and licence holders.
- Developing and maintaining a regulatory management system and associated records.
— Cooperation with other Commonwealth, State and Territory agencies and authorities having functions relating to the regulation of
offshore infrastructure activities.
9 Management - Receipt of applications.
Plan/Revision - Assessment of applications (including any procedural fairness and public consultation requirements).
(Chapters 2, 4, 5, 6 and 7) - Consultation with the Registrar (where applicable).
- Implementation of decisions.
- Dissemination and publication of information.
- Ongoing assessment of revisions.
- Determination and ongoing administration of financial securities.
- Ongoing compliance monitoring activities, inspections and investigations.
- As-required enforcement activities including directions, notices, infringements, civil and criminal prosecutions.
- Infrastructure decommissioning planning and oversight.
- Developing and maintaining guidance material for applicants and licence holders.
- Developing and maintaining a regulatory management system and associated records.
— Cooperation with other Commonwealth, State and Territory agencies and authorities having functions relating to the regulation of
offshore infrastructure activities.
10 Safety Zones - Receipt of applications.
(Chapter 4) - Assessment of applications (including any procedural fairness requirements).

Consultation with the Registrar (where applicable).
Implementation of decisions.
Dissemination and publication of information.
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Ongoing compliance monitoring activities, inspections and investigations.

As-required enforcement activities.

Developing and maintaining guidance material for applicants and licence holders.

Developing and maintaining a regulatory management system and associated records.

Cooperation with other Commonwealth, State and Territory agencies and authorities having functions relating to the regulation of
offshore infrastructure activities.

11 Protection Zones See Item 10 for general overview of process.
(Chapter 4)
12 Legislative development —  Provision of operational and regulatory advice to DCCEEW on ongoing policy and regulatory development and reform.
(Chapters 2-7) - Development of drafting instructions and liaison with relevant state and commonwealth government agencies in relation to
regulatory initiatives.
- Consultation with relevant stakeholders on regulatory initiatives and requirements.
13 Regulatory — Development and implementation of regulatory policies and guidance.
Implementation - Development and implementation of regulatory management systems, electronic approvals tracking, consultation platforms,
(Chapter 5) inspection, investigation and enforcement systems.
14 Engagement — Consultation and engagement with industry on requirements of and compliance with the regime.
(Chapter 5) - Cooperation with other Commonwealth, State and Territory agencies and authorities having functions relating to the regulation of
offshore infrastructure activities.
- Consultation and engagement with domestic and international stakeholders.
— Development and ongoing management of website and communications collateral.
- Management of feedback and complaints.
15 Governance - Management of resourcing to deliver regulatory functions.
(Chapter 5) - Management of cost recovery through fees and levies.

Management of statutory reviews, senate estimates and other oversight arrangements.
Corporate planning, annual reporting, ad-hoc reports to the Minister.
ICT and record keeping.
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7.2.3 Costs of the regulatory charging activity

Direct and indirect costs are allocated to each output based on management estimates of effort required
(Table 12). Indirect costs are allocated using headcount.

Direct costs (Table 13) are budgeted at $1,603,178 for 2022-23, $2,229,833 for 2023-24, and $3,768,158
for 2024-25, and are made up of:
e Employee and associated expenses (e.g. salary, superannuation, leave entitlement, learning and
development, professional membership)
e Liaison and engagement (Travel and Accommodation)
e |T Systems development, implementation, and maintenance (website, regulatory management
system)
e External contract expertise and contract maintenance
e Legal advice and support

The direct costs are readily identifiable in the financial management and information system. Managers
allocate and verify time on the key outputs and business processes. The Regulator will time write to validate

the actual time spent on each function. The direct costs are allocated to various outputs based on estimated
levels of effort.

Indirect costs (Table 13) are budgeted at $930,109 for 2022-23, $1,398,926 for 2023-24, and $2,283,345 for
2024-25 and are made up of:

e Information Technology Support
e Office Accommodation and Administration Support
e Finance and Human Resources Support

Table 12: Budgeted costs of outputs for 2022-23 to 2024-25

Direct costs 1,603,178 2,229,833 3,768,158
Indirect costs 930,109 1,398,926 2,283,345
Total costs 2,533,288 3,628,760 6,051,503
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Table 13: Direct and indirect costs estimated for 2022-23 and 2023-24

Delivery of core regulatory functions,

Financial Year

operations and administration

2022-23

2023-24

\ 2024-25

Staff Costs including Staff Benefits (Direct)

Staff Costs including Staff Benefits (Direct)

EL2R Regulatory Team Manager 162,162 353,713 347,290
EL1R Regulatory Specialist 262,470 267,719 273,074
EL1R Regulatory Specialist 167,577 267,719 272,969
EL1R Regulatory Specialist 0 158,572 262,151
APS6 Regulatory Officer 154,799 173,526 135,807
APS6 Regulatory Officer 154,799 173,526 135,807
APS6 Regulatory Officer 154,799 173,526 135,807
APS6 Regulatory Officer 86,763 121,286
APS4 Regulatory Assistant 56,080 106,710 69,688
SES Band 1 39,260 40,045 81,768
Liaison and Engagement (Travel, accommodations) 55,000 55,000 55,000
Training & Development 51,231 68,011 103,815
IT Systems Development, Implementation &

Maintenance 95,000 50,000 50,000
External Contract expertise and contract maintenance 100,000 100,000 100,000
Legal advice and support 50,000 50,000 50,000
Printing & Publication 90,000 90,000 90,000
General administration 10,000 15,000 15,000
Sub-total (Direct Costs) 1,603,178 2,229,833 2,299,463
Information Technology Support 217,116 326,553 310,984
Executive 75,059 112,892 107,510
Finance and Human Resources Support 357,223 537,280 511,664
Office Accommodation and Administration Support 280,711 422,202 402,073
Sub-total (Indirect Costs) 930,109 1,398,926 1,332,231
Total delivery of core functions 2,533,288 3,628,760 3,631,694

Assessment of regulatory applications

EL2R Regulatory Team Manager 0 0 171,309
EL1R Regulatory Specialist 0 0 273,074
EL1R Regulatory Specialist 0 0 273,074
EL1R Regulatory Specialist 0 0 273,074
EL1R Regulatory Specialist 0 0 197,453
APS6 Regulatory Officer 0 0 135,807
APS6 Regulatory Officer 0 0 60,591
APS4 Regulatory Assistant 0 0 51,276
SES Band 1 0 0 33,037
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Sub-total (Direct Costs) 0 0 1,468,695

Information Technology Support 0 0 222,019
Executive 0 0 76,754
Finance and Human Resources Support 0 0 365,290
Office Accommodation and Administration Support 0 0 287,050
Sub-total (Indirect Costs) 0 0 951,114
Total assessment of regulatory applications 0 0 2,419,809
Total 2,533,288 3,628,760 6,051,503

7.2.4 Costs of the activity

The Regulator’s total budget for OEI activities is $2,533,288 for 2022-23, $3,628,760 for 2023-24 and
$6,051,503 for 2024-25.

Based on analysis of effort required, Table 14 shows the allocation of the Regulator’s costs to outputs for
2022-23 to 2024-25 based on anticipated operational licences and consequent regulatory activities. The
figures were derived by multiplying the direct and indirect costs of each specialist team by the level of effort
estimated to achieve each output.
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Table 14: Cost allocated to outputs 2022-23 to 2024-25

Output % FY2022-23 Total % FY2023-24 Total % FY2024-25

. . . Indirect . Indirect
Effort Direct Cost Indirect Cost 2022-23 Effort Direct Cost - 2023-24 Effort Direct Cost -

Declaration of an area 136,305 79,079 215,384 214,284 134,435 348,719 96,295 58,351 154,645

Feasibility Licence 0% 0 0 0 16% 346,502 217,384 563,887 10% 329,328 199,559 528,887
Commercial Licence 0% 0 0 0 0% 0 0 0 0% 0 0 0
Research and
4 . . 0% 0 0 0 0% 0 0 0 0% 0 0 0
Demonstration Licence
Transmission and
5 Infrastructure Li 0% 0 0 0 2% 34,650 21,738 56,389 1% 36,592 22,173 58,765
nfrastructure Licence
nTransfer (all licences) 0 0 0 0 0 0 0 0 0
Change in Control (all
7 i ) 0 0 0 0 0 0 0 0 0
icences
nDesign Notification 0% 0 0 0 0% 0 0 0 21% 712,581 431,794 1,144,375
9 Management Plan 0% 0 0 0 0% 0 0 0 21% 712,581 431,794 1,144,375
100 Safety Zone 0% 0 0 0 0% 0 0 0 2% 72,221 43,763 115,984
11| Protection Zone 0% 0 0 0 0% 0 0 0 2% 72,221 43,763 115,984

IP2 L egislative Development  11% 177,486 102,972 280,458 9% 211,184 132,490 343,674 5% 171,597 103,981 275,578

1l2] Regulatory Operations 34% 550,827 319,571 870,398 28% 620,786 389,461 1,010,248 15% 849,753 514,915 1,364,668
IZSSN Engagement 23% 366,573 212,673 579,247 17% 385,165 241,640 626,805 10% 343,194 207,961 551,156
1l53 Governance 23% 371,987 215,814 587,801 19% 417,262 261,777 679,038 11% 371,794 225,292 597,086

Total 100% 1,603,178 930,109 2,533,288 100% 2,229,833 1,398,926 3,628,760 100% 3,768,158 2,283,345 6,051,503

Note: Outputs 8-11 will be cost recovered through fees. All other outputs will be cost recovered through the annual compliance levy.
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7.2.5 Design of regulatory charges

The Regulator’s cost model has been designed to ensure stable revenue to enable effective delivery of
regulatory services on an ongoing basis. In order to achieve this outcome, the Regulator will need to have
access to sufficient resources, capacity, and qualified personnel. It is proposed that this will be delivered
through a combination of levies and fees which will allow the Regulator to implement an agile structure that
can be responsive to changes in industry activity and associated workload over time.

The Regulator’s cost recovery charges comprise an annual compliance levy implemented through different
types of licences and fees charged on applications made to the Regulator for the approval of activities under
the OEI Act and regulations (Table 15).

The Regulator will be required to establish and maintain a core team to deliver regulatory services on an
ongoing basis from commencement of the legislative framework (2 June 2022). This team will be required to
develop and maintain core processes and systems; provide regulatory and operational advice to government
on continued development, implementation and maintenance of the legislative and regulatory regime;
provide advice and support to DCCEEW, the Registrar and the Minister in relation to declaration and
licencing processes; provide guidance and advice to industry and external stakeholders on the requirements
of, and compliance with, the regime; undertake compliance monitoring, investigation and enforcement
activities and meet governance and reporting requirements in accordance with the OEl Act and other
legislative frameworks. The cost recovery structure will seek to recover the full costs associated with the
delivery of regulatory services through this core team, which are likely to be the majority of regulatory costs
in the early stages of the framework, from annual levies on operational licences under the regime as
described further below.

Additional costs will be incurred by the Regulator associated with receiving, assessing, and making decisions
on applications required under the OEl framework. Assessment of these applications will require specialist
technical skills to be accessed from existing NOPSEMA staff and/or from external sources where additional
expertise are required. The nature and scale of regulatory submissions to the Regulator are likely to be highly
variable dependent on the projects to which the applications relate. For example, a management plan for
construction, commissioning and operation of a single interconnector cable on a transmission and
infrastructure licence is likely to be far less complex and therefore require significantly less regulatory effort,
than a management plan for a large-scale offshore wind farm project involving hundreds of turbines and
associated in field and export infrastructure across a broad geographic area.

In order to ensure that costs associated with assessing these plans are equitably recovered from regulated

entities it is proposed that application fees will be calculated on a cost for effort basis as described further
below.
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Table 15: Cost recovery structure for OEl activities in 2022-23 to 2024-25

. Financial Year
Cost Recovery Estimates

2022-23 2023-24 2024-25
Annual Levies SO $3,100,000 $5,900,000'
Application fees SO SO $2,420,000
Total S0 $3,100,000 $8,320,000

Note — Revenue generated from application fees is indicative only. Fees to assess applications will be charged on a cost per hour basis to ensure
equitable cost recovery for expenditure of regulatory effort.

In the Regulator’s view, transparency and stability in the level of fees and levies is critical to providing
consistency and clarity for industry and enabling potential licence holders to engage with and understand
their obligations under the regime. Levies and fees will be periodically reviewed and adjusted and as the
industry develops. The Regulator will maintain full transparency by notifying and consulting industry where
required prior to any potential future changes to cost recovery amounts or structures.

7.2.6 Cost recovery levies — Regulator

Prior to any activities commencing under the OEI regime the Regulator will need to be established and
delivering regulatory functions. To allow cost recovery to occur at the earliest practicable point in the OEI
lifecycle it is proposed that the bulk of costs associated with delivery of the functions of the Regulator will be
recovered through an annual compliance levy imposed on each licence granted under the regime (Table 16).
Effective regulatory oversight will necessitate advice, guidance, compliance monitoring and other regulatory
services being provided to licencees. Particularly in the early stages of the regime an annual levy will provide
the Regulator with a necessary stable funding base to allow delivery of its regulatory functions.

It is proposed that the annual compliance levy be constructed such that licences under which commercial
projects will be developed and operated attract proportionately higher levies than licences for research and
development projects. This differentiation will be achieved through setting a base rate for each licence type
with a variable component calculated on the basis of total licence area. The variable component of the levy
will ensure that larger scale projects, which are likely to have more frequent and complex offshore
infrastructure activities, attract proportionately higher levies. Transmission and infrastructure licences will
attract a flat levy per licence as it is not anticipated that the length of transmission infrastructure will
significantly alter required regulatory effort.
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Table 16: Annual compliance levy revenue estimates for 2022-23 to 2024-25

Title Type Estimated Total Proposed levy rate Levy amount Outputs
No. of licences from 1 July 2022 funded
First 100
2022-23 2023-24 2024-25 Km? 2022-23 2023-24 2024-25
$5,000 per
T, 1-7 & 12-
Feasibility licence 0 10 19 S$100,000 10km? S0 | $3,000,000 |S5,700,000
thereafter
$10,000 per
o 1-7 & 12-
Commercial licence 0 0 0 $300,000 10km2 SO SO SO 15
thereafter
$5,000 per
Research & 1-7 & 12-
o 0 0 0 $100,000 10km2 S0 SO SO
demonstration licence 15
thereafter
Transmission & 1-7 & 12-
i . 0 1 1 N/A $100,000 SO $100,000 $100,000
infrastructure licence
Levy Estimate SO0 | $3,100,000 $5,800,000

Note 1 — Levies recovered through the annual compliance levy fund outputs 1-7 and 12-15. Outputs 8-11 are recovered through fees.
Note 2 - The Estimated Total No. of licences is not a limit or cap on the number of licences to be granted. It is an assumption of industry activity as at May 2022.

7.2.7 Costrecovery fees — Regulator

Fees payable to the Regulator will be calculated as a base application fee per occurrence plus a sliding scale
assessment fee for further work invoiced periodically throughout the assessment. The total fee will represent
the full cost to the Regulator for undertaking an assessment of a submission and will consist of:

a. an application fee — to accompany each application; and
b. an assessment fee - to be paid throughout the course of an assessment with a final fee payment at
conclusion of the assessment.
The application fee will be paid to coincide with submission of an application. The quantum of this fee
reflects the effort and specialist skills required to manage receipt of submissions including registration in the
Regulator’s management systems and publication of applications where required.

The assessment fee will cover additional costs incurred by the Regulator in assessing each application on a
fee-for-service basis. The assessment fee will become due when the Regulator issues an invoice to the
applicant, payable according to the invoice. For extended assessments, invoicing will occur quarterly.

The amount payable for any fee must not exceed the total costs to the Regulator for assessing an application.
The Regulator will calculate the assessment component of any fee on the basis of the total number of hours
expended by the staff of the Regulator in assessing any particular submission. Fee rates will be advised to
applicants on receipt of an application.

The fee structure (Table 17) is designed to ensure equitable cost recovery in relation to assessment effort as
the nature and scale of applications to the Regulator are likely to be highly variable and dependent on
application type and the projects to which the applications relate. For example, a management plan for
construction, commissioning, and operation of a single interconnector cable on a transmission and
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infrastructure licence is likely to be far less complex and therefore require significantly less regulatory effort,
than a management plan for a large-scale offshore wind farm project involving hundreds of turbines and

associated in-field and export infrastructure across a broad geographic area.

The proposed fee structure is considered to provide an appropriately equitable method for the charging of
assessment related regulatory costs to licence holders and will ensure that costs for small scale projects are

not prohibitively high and that cross-subsidisation of regulatory costs associated with assessments is
avoided.

Table 17: Annual application and assessment fee revenue estimates for 2022-23 to 2024-25

Title Type Estimated Total Proposed fee rate Fee amount Outputs
No. of submissions from 1 July 2022 funded
2022-23 2023-24 2024-25 Application Assessment 2022-23 2023-24 2024-25
Fee Fee
Design Notification 0 0 10 $10,000 $100,000 SO SO $1,100,000 8-11
Management Plan 0 0 10 $10,000 $100,000 SO SO $1,100,000 8-11
Management Plan Revision 0 0 0 $10,000 $100,000 SO SO SO 8-11
Safety Zone 0 0 1 $10,000 $100,000 SO SO $110,000 8-11
Protection Zone 0 0 1 $10,000 $100,000 S0 SO $110,000 8-11
Levy Estimate S0 S0 $2,420,000

Note 1 — Revenue generated through assessment fees is indicative only and will vary dependent on the nature and scale of regulatory submissions
Note 2 - The Estimated Total No. of submissions is not a limit, and is an estimate only based on estimates of licencing activity as at May 2022.
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7.3 Risk Assessment

In accordance with the CRA template, the Regulator has assessed the overall risk rating of the cost
recovered activity as high.

Implementation Task Rating ‘
Changes in cost recovery revenue High ‘
Total Proposed annual cost recovery revenue Low
Policy or activity change requirements High
Type of cost recovery charges used High
Policy or activity change requirements High
Involvement with other Commonwealth entities High
Policy or activity change requirements Low
Consultation with stakeholders High
Policy or activity change requirements High

The Regulator will continue to monitor the cost recovery arrangements to ensure that they remain cost
effective and equitable among licence holders.

The major risk for the Regulator would be a significant increase or decrease in the number and size of
licences granted by the Registrar. This change could result in either a substantial revenue deficit or surplus.
For this reason the charging framework has been structured conservatively in the early stages and will be
adapted over time in response to licencing and industry activity.

Any required modifications in fees and/or levies will be considered as part of as part of a CRIS review cycle.
The Regulator will actively engage with industry representatives and raise issues relating to cost structures
as they arise.

7.4 Financial Estimates

Financial estimates are provided below in Table 18. As these financial estimates change the CRIS will be
updated accordingly.

Table 18: Summary of financial estimates for 2022-23 to 2024-25
2022-23 2023-24 2024-25

$000 $000 $000 |
Revenue SO $3,100 $8,320
Expenses $2,533 $3,629 $6,052
Surplus/(Deficit) -$2,533 -§529 $2,268

The OEl framework commenced on 2 June 2022. There are a number of processes required before

licences can be applied for and granted. This includes the declaration of an area as suitable for offshore
renewable energy infrastructure and the commencement of supporting regulations that, amongst other
things, set out the licensing scheme. Once these processes have been undertaken, it will take additional
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time for the industry to prepare and the Registrar to assess any licence applications and for the Minister
to grant licences. As a result it is anticipated that cost recovery charging for the Regulator’s regulatory
activities will not commence until early 2024 at the earliest.

As the OEIl framework is new, and the industry in its infancy, it will take time for the industry to develop
and for the cumulative effect of granted licences to reach a point where full cost recovery is occurring. It is
anticipated that it will take until late 2024-25 for the Regulator to potentially be operating with a surplus.
The CRIS will require review prior to this point in time which will involve reviewing underlying assumptions
and revising cost recovery mechanisms as certainty with respect to industry activity increases.

7.5 Non-Financial Performance

The Regulator’s regulation of the offshore electricity infrastructure sector is subject to a range of governance
controls including, parliamentary oversight, ministerial policy direction and independent reviews.
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Attachment A: Licensing Scenarios

Example 1: Granting a Feasibility Licence
The Minister declares an area as suitable for offshore renewable energy infrastructure. Eligible persons are
invited to apply for a feasibility licence. Company A applies for a feasibility licence with a proposed licence area
of 500 km? to assess the feasibility of a 2 GW fixed offshore wind farm to connect to onshore infrastructure.
There are no overlaps with other feasibility licence application licence areas. The Minister decides to grant the
feasibility licence to Company A and agrees to a licence area of 500 km?. Company A is granted a feasibility

licence for a term of seven (7) years.

Licensing costs involved for Company A u

nder this scenario include:

Item Estimated Cost (inc. GST) Payable To Type

Application fee for Feasibility Licence $300,000 Registrar One-off fee

Annual licence levy for Feasibility Licence $160,000 Registrar Per annum levy

Commencement levy $264,608 DCCEEW (via the Per annum levy
Registrar)

Annual Compliance levy $300,000 Regulator Per annum levy

Sub-total for one-off fees $300,000

Sub-total for ongoing annual levies $724,608

Example 2: Granting a Feasibility Licence — competitive outcome
The Minister declares an area as suitable for offshore renewable energy infrastructure. Eligible persons are
invited to apply for a feasibility licence. Company B and Company C each apply for a feasibility licence with a
proposed licence area of 250 km? to assess the feasibility of a 1 GW fixed offshore wind farm to connect to
onshore infrastructure. Company B and C propose the same licence area. Company B and Company C are
assessed as of equal merit under the merit criteria. The Registrar invites a revision of licence areas from
Company B and Company C, but they choose not to revise the licence areas. The Minister decides to invite
financial offers from Company B and Company C. As Company B submitted the highest financial offer and could
substantiate its ability to pay the financial offer amount, the Minister decides to grant the licence to Company B.
The Minister agrees to a licence area of 250 km?. Company B pays the financial offer amount and is granted a
feasibility licence for a term of seven (7) years.

Company C’s application is refused, and Company C does not receive a feasibility licence. The application fee is
non-refundable. Company C does not have to pay any financial offer amount.

Licensing costs involved for Company B u

nder this scenario include:

Sub-total for ongoing annual levies

Item Estimated Cost (inc. GST) Payable To Type

Application fee for Feasibility Licence $300,000 Registrar One-off fee

Financial Offer As Per Offer DCCEEW (via the One-off payment
Registrar)

Annual licence levy for Feasibility Licence $135,000 Registrar Per annum levy

Annual Commonwealth levy $264,608 DCCEEW (via the Per annum levy
Registrar)

Annual Compliance levy $175,000 Regulator Per annum levy

Sub-total for one-off fees $300,000

Sub-total for ongoing annual levies $574,608

Licensing costs involved for Company C under this scenario include:

Item Estimated Cost (inc. GST) Payable To Type

Application fee for Feasibility Licence $300,000 Registrar One-off fee

Sub-total for one-off fees $300,000
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