Via IPART submissions portal

Dear Members of the IPART Tribunal,

We submit this letter to you in our capacity as shareholders in PEXA Group Limited (PEXA). Our submission
advocates for the following:
1. The use of a discounted cash flow methodology when establishing the initial asset base (“IAB”) as it
correctly reflects how assets are valued across capital markets
2. Consideration of the implications of price shocks driven by the regulator on investors’ confidence
investing in infrastructure-like assets
3. Consideration of customer preferences and critical infrastructure requirements

In our view, the “historical cost rolled-forward” methodology proposed by IPART which uses actual costs, may
include costs to create a market, and may include return on accumulated losses, is most appropriate for
tangible infrastructure such as water networks and pipelines. By contrast, PEXA operates a predominantly
intangible, technology-based platform that requires continuous innovation and ongoing investment in
resilience, including cybersecurity which is accelerating with Al advancements, to safeguard all industry
participants and users of this critical infrastructure.

The Methodology Paper indicates that IPART may apply a government Weighted Average Cost of Capital
(“WACC”) between 2012-2019 when applying the historical cost rolled-forward approach, implying a much
lower asset base in 2019, and minimal “goodwill” value for PEXA in 2019. Such an approach suggests that
investors overpaid at the time of PEXA's initial public offering in 2019 and also that PEXA’s prices in 2019 were
much higher than they needed to be (which contradicts IPART’s determination at the time).

From an investor perspective, this raises a fundamental concern: that the regulatory framework applying to a
commercial buyer of a previous government asset can be retrospectively reinterpreted after capital has been
committed, with material detrimental consequences for shareholder value.

Market reaction provides a clear indication of this concern. Following IPART’s release of the Methodology
Paper on 31 March, PEXA’s share price declined by more than 20% over a short period, equating to a reduction
of more than $500 million in market-priced asset value. This reflects not only a reassessment of potential
future earnings, but also heightened uncertainty about how regulatory decisions may be applied going
forward.

More broadly, this situation raises important questions regarding:
e The extent to which investors can rely on the regulatory settings and valuation assumptions in place at
the time of investment;
e Whether future regulatory decisions may revisit or reinterpret past investment assumptions; and
e The implications for confidence in providing capital to any companies operating in regulated
environments;
e Whether there is compelling rationale to alter the approach that’s currently in place and working.

If IPART takes a discounted cash flow approach, we can assume the 2019 asset base holds, as IPART made a
decision in 2019 that costs were reasonable. This approach can reflect the value of uncapitalized intangible
investment and scale effects which are not captured in historical capital expenditure. It also maintains price
and revenue stability.

We therefore urge IPART to adopt a discounted cash flow methodology in establishing the Initial Asset Base for
PEXA Exchange. Doing so would reinforce the importance of regulatory consistency and predictability, which
are critical to maintaining investor confidence in regulated assets. A forward-looking valuation approach would
better reflect the economic reality of PEXA’s business model, recognise the significance of ongoing intangible
investment, and avoid unintended consequences for market confidence across regulated assets.



A focus on price alone risks overlooking the essential requirements of critical national infrastructure and the
preferences of its users. In this context, regulators, including IPART, should consider what best serves the
national interest—namely, ensuring that designated critical infrastructure is appropriately funded, maintained,
and resilient, particularly in the face of uncertain and accelerating Al-driven change for digital assets. While
transaction fees are often a point of focus, they represent a relatively small component of the overall cost of
buying or selling property. Customer priorities in this sector are typically centred on reliability, security, and
system resilience rather than marginal differences in price. In practice, a mandated and material reduction in
prices is likely to constrain future investment and limit ongoing innovation within ELNOs, potentially
undermining the long-term performance and integrity of the system.

We respectfully submit that adopting a discounted cash flow methodology strikes an appropriate balance
between the long-term interests of consumers and the need to sustain a stable and investable regulatory
environment. We appreciate the opportunity to provide this submission.
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