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Thursday, 30 April 2026

Heather Dear
Principal Analyst
Independent Pricing and Regulatory Tribunal

By email: heather.dear@ipart.nsw.gov.au

Dear Heather,

RE: Methodology Paper — Initial Asset Base for an Electronic Lodgment Network
Operator

Sympli welcomes the opportunity to respond to IPART’s consultation on the methodology for
establishing an initial asset base (IAB) for Electronic Lodgment Network Operators (ELNOs).

Sympli supports IPART'’s proposed historical cost rolled-forward (HCRF) methodology,
supplemented by an uplift for unrecovered efficient costs, as the appropriate foundation for
determining the IAB. In our view, this approach is not only consistent with first principles of
economic regulation, but is also firmly grounded in established regulatory precedent.

In particular, IPART’s approach aligns with the methodology adopted by the Australian
Competition and Consumer Commission (ACCC) in establishing the regulatory asset base
for Telstra’s fixed-line network. In that context, the ACCC set a range based on a depreciated
historic cost framework and depreciated optimised replacement cost, subject to regulatory
scrutiny, rather than accepting the incumbent’s claimed cost base or adopting forward-
looking valuation methods." This approach was explicitly designed to ensure that regulated
prices reflected efficient, verifiable costs, and did not embed monopoly rents or firm-specific
advantages.

The relevance of this precedent to the ELNO context is direct and compelling. Both markets
are characterised by:

¢ adominant incumbent;

o strong network effects;

e substantial intangible and systems-based investment; and

e an absence of effective competitive constraints.

Against this backdrop, it is clear that a cost-based approach such as HCRF is necessary to
ensure that regulated prices are anchored in efficient cost, rather than influenced by market
structure or strategic investment decisions.

However, while Sympli supports IPART’s proposed framework, the credibility and
effectiveness of the methodology will depend critically on its implementation. In particular,
robust safeguards are required to ensure that:

1 https://www.accc.gov.au/system/files/FADs%20for%20Fixed%20Line%20Services%20-
%20Final%20Report%20-%20public%20version.pdf?ref=0&download=y, 5.
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e only costs causally related to ELNO services are included,;

e incumbent-specific inefficiencies and advantages are excluded; and

o the resulting asset base reflects the cost of an efficient contemporary provider, not
the historical trajectory of any single firm.

Questions 1 and 3: Eligible categories of non-capitalised expenditure

IPART correctly identifies that reliance solely on capitalised expenditure will understate the
efficient cost base in a sector characterised by significant intangible investment. However,
the greater regulatory risk is not understatement, but over-inclusion.

This risk is well-established in regulatory practice. In determining Telstra’s fixed-line asset
base, the ACCC did not accept reported expenditure at face value, but instead applied a
structured approach to derive an asset base grounded in depreciated historic cost, adjusted
to exclude inappropriate or non-attributable costs.? A similarly disciplined approach is
required here.

Sympli submits that non-capitalised expenditure should only be included where it satisfies all
of the following conditions:
e itis directly and exclusively attributable to the provision of regulated ELNO services;
e it creates an enduring service capability analogous to a capital asset;
e it was prudently and efficiently incurred at the time; and
* it has not already been recovered through historical revenues.

These criteria must be applied strictly. In particular, the following categories of expenditure
should be excluded:
e costs associated with market development, stakeholder engagement, and user
adoption;
e corporate overheads not causally linked to ELNO services;
e expenditure relating to adjacent services; and
e costs reflecting brand, market position, or network effects.

The exclusion of such costs is essential to ensure that the asset base reflects efficient
service provision, rather than the commercial strategy or market position of the incumbent.
This approach is consistent with regulatory precedent. In telecommunications regulation, the
ACCC did not allow recovery of all historical expenditure, but instead confined the asset base
to costs that were appropriate, attributable, and efficient.®

A worked example of this would be looking at costs associated with developing
documentation of how to perform electronic settlements on PEXA. Costs associated with this
activity could be included (to the extent that they were occurred efficiently), as this is
documentation that provides ongoing capability and is necessary to provide the regulated
services. However, marketing costs incurred encouraging the use of electronic settlements
would not be included.

2 https://www.accc.gov.au/system/files/FADs%20for%20Fixed%20Line%20Services%20-
%20Final%20Report%20-%20public%20version.pdf?ref=0&download=y, 5.

3 https://www.accc.gov.au/system/files/FADs%20for%20Fixed%20Line%20Services%20-
%20Final%20Report%20-%20public%20version.pdf, 5.2.




Questions 2 and 4: Proxies and evidence for unrecovered costs

Sympli agrees with IPART that no single evidentiary source is sufficient to determine
unrecovered costs in this context. A triangulated evidentiary framework is required.

First, multi-ELNO cost data should be used to mitigate the risk of incumbent bias. Reliance
on a single provider’s historical cost base, particularly in a market with limited competition,
risks embedding firm-specific inefficiencies. This risk was explicitly recognised by the ACCC
in its treatment of Telstra’s costs, which were subject to regulatory testing rather than
acceptance.

Second, independent efficient cost modelling, such as the hypothetical model built by TBH,
should be used as a cross-check. While such models are inherently assumption-driven, they
provide a necessary forward-looking perspective on what constitutes efficient cost in a
contemporary setting. The report developed by TBH shows that Sympli and TBH are both
examples of an efficient ELNO, and therefore this is useful data to cross-check against costs.

Third, the recovered capital method can provide a high-level consistency check. However,
given its sensitivity to early-year assumptions and data limitations, it should not be relied
upon as a primary determinant.

3. Assessment of Alternative Methodologies

A discounted cash flow (DCF) approach is fundamentally inappropriate in this context. DCF
valuations are inherently forward-looking and reflect expectations of future profitability. In
markets characterised by limited competition, these expectations will necessarily incorporate
market power and pricing discretion, rather than efficient cost.

Replacement cost or hypothetical efficient provider models, whilst not the best option from
Sympli’s perspective as the primary methodology, could provide additional context to the
HCRF method. While informative, they are highly sensitive to modelling assumptions and
lack the transparency and verifiability of historical cost. However, given the limited
information in this space and the detailed work of TBH, this information would be useful to
inform an outcome.

Sympli also rejects PEXA’s proposal to rely primarily on its own cost base. This approach is
inconsistent with fundamental regulatory principles. The purpose of economic regulation is
not to validate the cost structure of the incumbent, but to determine the cost that would be
incurred by an efficient provider.

The ACCC'’s approach to Telstra is directly instructive. The regulator did not adopt Telstra’s
claimed costs, but instead established the asset base using a historical cost framework
subject to independent scrutiny and adjustment. This approach ensured that prices reflected
efficient costs, rather than the incumbent’s investment history.

4 https://www.accc.gov.au/system/files/FADs%20for%20Fixed%20Line%20Services%20-
%20Final%20Report%20-%20public%20version.pdf, 10.3.




Conclusion

IPART’s proposed methodology is sound, principled, and consistent with regulatory
precedent.

The use of a historical cost foundation, supplemented by appropriate adjustments and cross-
checks, provides the most robust basis for establishing an initial asset base in a market
characterised by limited competition and strong network effects.

However, the success of the framework will depend on its implementation. By applying
rigorous cost inclusion criteria, adopting a triangulated evidentiary approach, and maintaining
a clear focus on efficient cost, IPART can ensure that the resulting asset base serves the
long-term interests of users and supports the development of effective competition in the
ELNO market.

Yours sincerely,

Sympli Australia Pty Ltd





