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8 February 2024 

 

Chirine Dada 

Senior Adviser 

Australian Energy Market Commission 

Level 15, 60 Castlereagh St 

Sydney NSW 2000 

 

 

Dear Ms Dada, 

Submission to the Sharing Concessional Finance Benefits with Consumers draft rule 

change 

Thank you for the opportunity to make a submission on the Australian Energy Market 

Commission’s (‘AEMC’) Sharing Concessional Finance Benefits with Consumers draft 

rule change. 

The Clean Energy Finance Corporation (‘CEFC’) is a specialist investor with a deep 

sense of purpose: to invest as Australia’s ‘green bank’ to help achieve our national 

goal of net zero emissions by 2050. The CEFC supports the development of a secure, 

reliable and affordable electricity system whilst lowering emissions through its 

investment activities. The Australian Government has allocated $19 billion to the CEFC 

under its Rewiring the Nation (‘RTN’) program to help spearhead the necessary 

transformation of Australia’s electricity grid infrastructure.  

This proposed rule change develops an important pathway to enable the benefits 

that are generated by providing concessional finance to Network Service Providers 

(‘NSP’) to be passed through to electricity consumers, which will put downward 

pressure on network infrastructure costs. Overall, the CEFC supports the AEMC’s draft 

rule change and in particular supports: 

• The expansion of the rule change to include distribution networks as well as 

transmission networks to ensure that the benefits of concessional finance 

benefits can flow through to electricity consumers via both TNSPs and DNSPs.  

• That concessional benefits can be calculated and passed through in a 

manner specified in the concessional finance agreement made between the 

Government Funding Body (‘GFB’) and relevant NSP. The CEFC also supports 

having the flexibility to pass through concession benefits via either (or both) a 

Regulatory Asset Base (‘RAB’) or revenue adjustment depending on the 

context, noting that these pathways will have a different implication for 

different NSPs and will have different impacts on timing for concession benefit 

passthrough.  

• That the benefits of concessional finance can be passed through to 

consumers within a regulatory control period so that the regulatory framework 

does not unduly delay the making of concessional finance agreements or the 

passing through of benefits to consumers. The CEFC notes and recognises the 

administrative constraints that may be present in making such a determination 

in the last two years of a regulatory control period; and 
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• The draft rule requiring the Australian Energy Regulator (‘AER’) to provide 

guidance on how concessional finance will be treated for the Regulatory 

Investment Test (‘RIT’) (cost benefit analysis frameworks) for both Integrated 

System Plan (‘ISP’) and non-ISP projects. This will enable concessional finance 

to be capable of supporting the timely delivery of critical projects and 

mitigate against the risk of project delays and can potentially help to enable 

better social outcomes for consumers. In this context, we agree with the AEMC 

that if concessional finance is used to support projects in an economic 

assessment, that benefit is passed through to consumers (rather than retained 

by the NSP). We look forward to supporting the AER on updating the cost 

benefit analysis guidelines, particularly around determining the appropriate 

level of certainty that should be present before allowing the benefits of an 

expected future concessional finance agreement to influence the outcomes 

of the RIT.  

The CEFC has a few additional considerations not explicitly addressed in the draft 

determination paper: 

• There may be cases where concessional finance agreements cease to have 

effect. Circumstances could include a loan being voluntarily repaid early or an 

event of default. In such cases, we consider there should not be a requirement 

for the NSP to continue to pass through concessional value; otherwise NSPs 

may be discouraged from entering into concessional finance agreements in 

the first instance, which would not be in the long-term interests of electricity 

consumers. To that end, we consider that the rules should make a provision for 

the AER to cease the pass through of future benefits to consumers (or reverse a 

decision around the passing through of benefits if such a decision has already 

been made and reflected in the future revenues a NSP is allowed to recover) 

where the concessional agreement ceases to generate a concessional value. 

Before doing so, the NSP should be required to provide the AER with a letter 

from the relevant GFB supporting the NSP’s claim to cease the pass through of 

these benefits.  

• The CEFC envisions that some agreements entered into with NSPs may not 

require a concessional benefit to be passed through to consumers unless or 

until certain triggers occur. That is, the concessional benefit may be retained 

by the NSP (e.g. in the case where it is needed to support the development of 

a project) but if that support, or the full value of the support, is not required 

due to a later decision or event, the agreement may specify that the 

remaining concessional value should be passed through to consumers. We 

believe the draft rule may not be well suited to capturing such arrangements 

due to the requirement for:  

o A NSP to submit any concessional finance agreement that requires 

benefits to be shared with consumers to the AER within 40 business days 

of the agreement being executed—noting the agreement may not 

provide for any concessional value to be passed through at that time; 

and 

o The concession agreement to include information such as the amount 

of benefit to be passed through to consumers, and this may not be 

known at the time the agreement is executed.  

Therefore, we suggest introducing a new concept of a ’triggered concessional 

agreement’ into clauses 6.2.9(a) and 6A.3.3(a) that can be submitted to the 
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AER at the time an obligation to pass through a concessional finance benefit 

to consumers is triggered. 

Other drafting clarifications to the draft rules we believe should be considered are: 

• If the AER determines it is not practicable to pass through the benefit of a 

concessional finance agreement made in the last two years of a regulatory 

control period (clauses 6.2.9(d) and 6A.3.3(d)), we suggest the rules should 

make clear that the benefit must be passed through, as well as how the 

benefit will be passed through, in the next regulatory control period (i.e. a true-

up mechanism). 

• We note that a concessional finance agreement could relate to opex (or 

partially to an opex cost within a capex project) and so we consider that 

clauses 6.2.9(b)(2) and 6A.3.3(b)(2) should be broadened to specify opex in 

addition to capex.  

We value the opportunity to provide input into this process and look forward to the 

opportunity to engage further with the AEMC. Should you wish to discuss this 

submission further, please contact Bobby Vidakovic, Executive Director - RTN, 

bobby.vidakovic@cefc.com.au.     

Sincerely, 

 

Ian Learmonth 

Chief Executive Officer 
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