Tasmanian Small
Business Council

Submission to the AEMC Electricity Network
Regulation Review — Package 1 Consultation Paper
and related rule change requests

Summary of Our Position

Our submission supports changes to electricity network regulation in the areas covered by
Package 1 of the Australian Energy Market Commission’s (AEMC) Electricity Network
Regulation Review (ENRR) but argues that reform must remain focused on affordability,
competition and protection from monopoly power. TSBC emphasises that small businesses,
particularly in Tasmania, are highly exposed to network charges and have limited ability to
absorb additional electricity costs. An important aim of the ENRR should be to help to make
electricity affordable again and allow small businesses to flourish.

The Tasmanian Small Business Council’s (TSBC) central position is that regulated monopoly
services should be limited to genuine network functions, while emerging services such as EV
charging, community batteries and customer-facing energy products should be delivered
through competitive markets wherever possible. We call for stronger ring-fencing, clearer
service classification rules, tighter scrutiny of exemptions and transparent cost allocation to
prevent cross-subsidies and risk transfer to consumers.

On EV charging infrastructure, TSBC is cautious about allowing distribution networks to
recover costs from all electricity consumers, arguing this should occur only where market
failure is clearly demonstrated and consumer benefits outweigh costs. The submission also
highlights Tasmania’s regional characteristics and warns against nationally uniform
approaches that may impose costs without proportionate local benefits. Tasmanian small
business cannot afford additional regulatory cost burdens being place on them.

Overall, TSBC recommends that the AEMC strengthen protections for small business and
regional consumers, require strong evidence before classifying new activities as regulated
services, preserve competitive neutrality, and ensure network regulation delivers safe,
reliable and affordable electricity at the lowest efficient cost.
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Introduction

Small businesses support reform of the electricity network regulatory framework where it
promotes lower long-term costs, efficient investment, innovation and reliable electricity
services. However, small businesses are particularly vulnerable to regulatory and investment
decisions that increase network charges or transfer commercial risks from market
participants to electricity consumers.

The Tasmanian Small Business Council (TSBC) is an association of associations, each of
which represents a specialist industry sector with significant small business participation. By
bringing these sectors together, we provide small businesses with the opportunity to access
information and advice across the wider small business community. We also represent small
businesses as we communicate their interests and needs to government, regulators, other
organisations and the public.

There are more than 37,000 small businesses in Tasmania. They make up over 96 per cent
of all Tasmanian businesses and provide more than half of the private sector employment in
the state. As of Q3 2025-26 there were 36,452 small businesses connected to electricity
supply in Tasmania. The above highlights the importance of small business to Tasmania, its
economy and its electricity industry.

The current price of electricity in Australia and its rapid pace of increase over many years
detracts from Australia’s economic performance and has placed a significant burden on
small businesses, including in Tasmania. Whilst not all contributing factors can be
addressed in this review, network charges are the single biggest component of small
business electricity bills and the way they are regulated in future should be focused on
electricity becoming affordable again thereby helping small businesses to flourish.

We are also members of the Council of Small Business Organisations Australia (CoSBOA),
a nationally focused small business member representative body. This being the case and
given the application of network regulation under the National Electricity Rules (NER) to the
entire National Electricity Market (NEM), we have also considered national small business
interests in this submission.

The Final Terms of Reference identifies that the Review is intended to ensure consumers
continue to have access to safe and reliable electricity supply, pay no more than needed,
and that the framework supports efficient investment in networks.

From a TSBC perspective, the most important principles should be:

1. Consumers should only pay for monopoly services that cannot be efficiently provided
through competition.

2. Competition should be preferred wherever practical.

3. Risks associated with new or emerging services should primarily sit with investors
rather than captive electricity consumers.

4. Regulation should remain technology-neutral and avoid favouring particular business
models.

T AER, Quarter 3, 2025-26, Retail Performance Data, Schedule 2 [link].
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5. The framework should protect regional and smaller customers from paying for
speculative investments that mainly benefit future or niche users.

Overall Assessment of Package 1

The Package 1 focus on service classification and ring-fencing is timely. The consultation
paper correctly identifies that electrification, consumer energy resources (CER), community
batteries, EV charging and new energy service models are challenging traditional
boundaries between regulated and contestable services.

In principle, small businesses support reforms that enable networks to facilitate new energy
services. However, facilitation is different from ownership and operation.

The central policy question should not simply be what services networks can provide, but
rather:

What services must remain regulated monopoly services, and
which services can and should be provided through competitive
markets?

This distinction is particularly important because network costs represent a significant share
of customer bills and small businesses have limited ability to absorb additional energy costs.
The Final Terms of Reference emphasise that network regulation exists because electricity
networks are monopoly providers and therefore require safeguards to ensure customers do
not pay more than necessary. Whilst we agree with this point in general, we are not
convinced that this is always the case under the current Rules (see below for specifics).

The Importance of Strong Ring-Fencing

Small businesses generally support the intent of the clarifying distribution ringfencing in
emerging energy markets such as in rule change proposal put forward by Nexa Advisory.
The consultation paper notes concerns that incremental waivers, trials and exemptions could
weaken the competitive neutrality intended by the ring-fencing framework.

Why ring-fencing matters
Small businesses usually benefit when:
o multiple providers compete to offer energy services
e innovation occurs outside monopoly structures
e customers have genuine choice
e new technologies are tested through market competition.

If networks are permitted to expand into emerging markets using regulated revenues,
existing customer relationships, privileged information and access to monopoly
infrastructure, competitive providers may be discouraged from entering the market. This is
generally detrimental to small businesses.

Even where network businesses act with the best intentions, the risk remains that:
e cross-subsidies emerge between regulated and competitive activities

¢ commercial risks are socialised through regulated charges
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e competition is reduced over time
e consumers ultimately pay more.

The AEMC needs to take care that this is not allowed to happen — even inadvertently —
through this review.

Recommended approach

The AEMC should generally seek to strengthen, rather than weaken, ring-fencing
protections.

The Commission should consider:

clearer service classification principles

e stronger transparency requirements

o tighter scrutiny of ring-fencing waivers

e regular public reporting on waiver outcomes

o explicit demonstration of consumer benefits before exemptions are granted.

The burden of proof should sit with the network business seeking the exemption.

Electric Vehicle Charging Infrastructure (EVCI)

The ENA rule change proposal would enable DNSPs to deploy kerbside EV charging
infrastructure as a regulated service, with costs recovered from electricity consumers.

This proposal raises significant prima facie concerns from a small business perspective.
Principle: User pays

Small businesses are not opposed to EV uptake and recognise that investment in charging
infrastructure is fundamental to this, provided the costs do not outweigh the benefits.
However, they question whether all electricity consumers should fund EV charging assets
through regulated network charges.

Many Tasmanian small businesses:
o operate from fixed premises
e have limited or no EV fleets
e may not have access to public charging infrastructure
e may receive little direct benefit from urban kerbside charging investments.

Requiring these businesses to fund EV charging infrastructure through electricity bills risks
creating inequitable cross-subsidies.

Competition should be tested first

The ENA says that its rule change proposal is intended to address a perceived "chicken and
egg" problem in EV adoption and charging infrastructure deployment.

However, before allowing regulated monopoly investment, the AEMC should establish:
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whether genuine market failure exists
o whether existing providers cannot efficiently deliver services and why not

o whether some delay in infrastructure provision is likely to provide a lower cost and
more efficient solution

e whether less distortionary interventions are available

o whether well targeted government programs are preferable to regulated cost
recovery.

The existence of a developing market does not automatically justify monopoly provision.

Tasmanian considerations
Tasmania has unique characteristics:
e dispersed population centres
e large regional and rural areas
o lower customer density
o lower and differing EV adoption patterns compared with larger mainland cities.

These factors mean that benefits from regulated kerbside charging infrastructure may be
unevenly distributed.

We are concerned that nationally uniform solutions may shift costs onto Tasmanian
consumers while delivering relatively limited local benefits.

Recommendation
Any EVCI investment treated as a regulated service should satisfy strict tests:
o demonstrated market failure
e quantified consumer benefit
e least-cost delivery
e avoidance of cross-subsidies
e investment timing that optimises net benefits over time
e regular review

e protection against stranded asset risk

Community Batteries and Multi-Service Assets

The consultation paper identifies that community batteries and other multi-service assets
challenge existing classification frameworks because they may provide both regulated and
contestable services.

Small businesses support greater regulatory clarity in this area.

The preferred approach is:

Page |5



TSBC Submission to AEMC Network Regulation Review — Package 1 Consultation Paper

e regulate only the genuine monopoly network function
e expose contestable services to competition

e allocate costs transparently

e prevent cross-subsidisation.

Where assets deliver multiple value streams, robust cost allocation arrangements and
regulatory transparency are essential.

Customers should not be required to fund activities that could otherwise be funded by
commercial beneficiaries.

Future Role of Distribution Networks

The Review recognises that DNSPs are increasingly expected to play a broader system
coordination role as the energy system evolves.

Small businesses support networks undertaking genuine system coordination functions
where these:

e improve reliability
e lower total system costs
o enable efficient market participation.

However, system coordination should not become a pathway for gradual expansion of
regulated monopoly activities into competitive markets.

A useful principle would be to:

Regulate platforms and essential coordination services, but allow competitive
providers to compete on products and customer services.

This approach preserves innovation while ensuring network operators can perform
necessary system functions.

Consumer Protection and Affordability
The Terms of Reference emphasise that consumers should "pay no more than needed".
For small businesses this should become the guiding principle for Package 1.
When considering service classification decisions, the AEMC should explicitly assess:
e Dbill impacts on small business customers
o distributional effects between customer groups
e impacts on regional consumers, including in Tasmania
e long-term affordability outcomes
e competitive impacts on emerging service providers.

The Commission should also recognise that small businesses often lack the resources
available to large industrial customers to manage energy costs.
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Consequently, even modest increases in network charges can have meaningful impacts on
business viability and competitiveness, especially as these make up a very large portion of
small business bills, which they have limited control over.

Specific Responses to Key Questions Raised by the
Consultation Paper
Should the service classification framework be updated?

Yes. The framework should provide clearer principles for assessing emerging services, while
preserving the distinction between monopoly and competitive activities.

Should ring-fencing arrangements be strengthened?

Yes. Strong ring-fencing remains necessary to protect competition and consumers in
developing markets, even more so under an electricity market undergoing change.

Should DNSPs be permitted to provide EV charging
infrastructure as a regulated service?

Only in exceptional circumstances where market failure is clearly demonstrated and
consumer benefits substantially exceed costs. The default position should be competitive
provision.

How should multi-service assets be treated?

Cost allocation should be transparent, contestable activities should remain
competitive, and regulated customers should only fund the network component
of services.

Conclusion

Small businesses support, in principle the AEMC's objective of modernising the network
regulatory framework to reflect changing technologies and consumer expectations. However,
reforms should proceed cautiously and remain grounded in the central rationale for
economic regulation: protecting consumers from monopoly power.

For Tasmanian small businesses, the key priorities are affordability, competitive neutrality
and efficient investment. The Commission should therefore ensure that the Rules:

1. Strengthen ring-fencing protections where necessary to support change.

2. Maintain a clear boundary between regulated and competitive services.

3. Require strong evidence before new activities are classified as regulated services.
4. Avoid transferring emerging market risks onto electricity consumers.
5

Protect regional and small business customers from unnecessary increases in
network charges.

6. Ensure future network regulation remains focused on delivering safe, reliable and
affordable electricity at the lowest efficient cost.
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7. Recognise that small business nationally, but especially in Tasmania, can have less
opportunity to take advantage of some new technologies and electrification, but can
still be burdened by the costs of monopolisation.

These principles will best promote the long-term interests of consumers and support a
productive, competitive and innovative energy sector capable to maximising benefits to
consumers, including small business.
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