ENERGY ROI RESPONSE TO REGULATOR’S DECISIONS ON REGULATED TARIFF
STRATEGY

Draft Determination decision:

* The Regulator intends approving tariff rebalancing based on a three per cent side
constraint applied to all typical customer’s bills, as this will result in a more
equitable outcome for low consumption customers.

Energy ROI Pty Ltd are concerned that both Aurora Energy and the regulator are using a
rebalancing percentage that is much too low. While we understand that need to buffer
low consumption customers from excessive increases not rebalancing prices inline
with costs leads to unfavourable outcomes in the marketplace. Because the regulator
in Tasmania sets the standing offer this is the benchmark that all other Tasmanian
retailers then use to create their retail product — to win customers from another retailer
will have a unique offer and if their prices are higher than the regulated standing offer
they won’t win customers.

The Tasmanian government introduced competition to lower prices for consumers, if
the regulator doesn’t allow Aurora Energy to recover costs in a consistent manor across
the tariffs, then it forces Aurora Energy to potentially sell electricity at a loss and actin
an anti-competitive way. An example of this is Aurora Energy’s Tariff 82, Aurora’s daily
charge is currently $3.93/day in fixed charges however the network cost to the retailer is
$4.83 so they are being forced to sell this product at loss of 23% or 90c/day. Because of
this no other small market retailer offers tariff 82 to customers and there is no
competition for that tariff. For most businesses this would incentives them to switch
the customer to a different product/tariff that the company could make more money out
of or make them recover greater profits from other customer son other tariffs. | don’t
believe Aurora Energy would do either, but the fact remains, the actions of the regulator
stifle competition allow Tariff 82 customer to pay less than their fair share of fixed costs.

We believe for the sake of encouraging a healthy competitive marketplace for electricity
the regulator should allow a 10% rebalancing in these special cases.
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