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23 July 2026

Australian Energy Market Commission
Level 15, 60 Castlereagh Street
Sydney NSW 2000

Submitted online: AEMC

Consultation paper: Electricity network regulation review — Package 1
(EPR0106, ERC0435, ERC0437)

Alinta Energy is pleased to provide comment on the consultation paper released by the AEMC to assist
in its review of the regulatory framework for electricity networks to ensure it remains fit for purpose in
the rapidly evolving energy environment.

Alinta Energy is an active investor in energy markets across Australia, with an owned and contracted
generation portfolio of nearly 3,000 MW and more than 1.1 million electricity and gas customers. As
such, we have a considerable interest in energy market design, including the appropriate boundary
between regulated monopoly network services and contestable market activities.

As distribution network service providers (DNSPs) increasingly seek to provide services in markets
served by third-party providers, the regulatory framework should start from a presumption that
contestable services are best delivered through competitive markets. DNSP involvement should only
be permitted where it is demonstrably necessary, delivers clear consumer benefits and does not rely
on regulated monopoly advantages in a way that distorts contestable markets or undermines consumer
outcomes. We support the consultation paper’s focus on which services DNSPs should be allowed to
provide and whether the current service classification and ring-fencing framework remains sufficient to
promote the long-term interests of consumers. We also support the AEMC considering the rule change
requests from Nexa Advisory (Nexa) and Energy Networks Australia (ENA) as part of Package 1 of
the electricity network regulation review (Review).

Consistent with this position, Alinta Energy recommends that the regulatory framework should preserve
a clear boundary between regulated network services and contestable activities and should not permit
DNSPs to provide services that can be delivered through competitive markets. Any limited DNSP
involvement should be subject to clear evidence that competition cannot deliver the relevant service
on efficient and commercially viable terms and should not be supported by preferential treatment or
regulated revenue that shifts commercial risk to consumers. The framework should preserve
competitive neutrality while supporting positive consumer outcomes, technological innovation, growth
in consumer energy resources, changing consumer preferences and new government policies.

Specifically with respect to the matters raised in the consultation paper, Alinta Energy:

e Agrees with the AEMC’s proposed policy prioritisation framework to identify the areas of focus
in Package 1, including its application in consideration of any additional issues identified by
stakeholders during the Review process;

e Supports the initial focus of Package 1 on the service classification and ring-fencing aspects
of the regulatory framework and the deliberation of whether these tools remain appropriate for
monopoly DNSPs seeking to provide services in contestable markets;

o Agrees with the AEMC’s proposed criteria for assessing the rule change requests raised by
Nexa and ENA and with the proposal to contemplate alternative policy options;

o Does not consider that DNSPs should be permitted to provide services in contestable markets
where there is a risk of undermining competitive neutrality, distorting investment signals or
transferring commercial risk to consumers;
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e Supports Nexa'’s rule change proposal to elevate core ring-fencing provisions and associated
governance arrangements into the National Electricity Rules (NER); and

e Does not support the ENA’s rule change that proposes DNSP’s be allowed to classify kerbside
electric vehicle charging infrastructure (EVCI) as direct control services and recover costs via
regulated revenue.

We would welcome the opportunity to discuss our comments further with you.

Yours sincerely

Graeme Hamilton
General Manager, Policy & Regulation
Alinta Energy
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Prioritisation framework and assessment criteria

Alinta Energy agrees with the purpose of the Review and its consideration of whether fundamental
changes are required to the regulatory framework for electricity networks to ensure it remains fit for
purpose and can continue to promote the long-term interests of consumers as we progress through
the energy transition.

We agree with the policy prioritisation framework proposed by the AEMC to identify the issues of focus
in Package 1, including the selection criteria that will ensure the Review concentrates on issues that:
make a difference to consumer outcomes; have solutions that are practical to implement; are not
already being addressed via alternative rule change or formal review processes; and are not easily
separable for discrete consideration but warrant deliberation via a more holistic review.

We support the focus of Package 1 on the service classification and ring-fencing aspects of the
regulatory framework, including consideration of whether these tools remain appropriate for monopoly
DNSPs seeking to provide services in contestable markets.

We agree with the AEMC’s proposed criteria for assessing the rule change requests:

outcomes for consumers;

principles of market efficiency;
innovation and flexibility;

emissions reduction; and

principles of good regulatory practice

and with the proposal to consider other viable policy options, including not making the proposed rule
change or making a preferable rule change.

Network services and ring-fencing arrangements

As noted in the consultation paper, electricity networks are regulated because they are generally
considered natural monopolies and are not subject to the discipline of competitive markets. In
competitive markets, rivalry constrains market power, drives efficient investment and service delivery,
and is more likely to produce outcomes that reflect consumer preferences than regulated monopoly
provision. The energy transition does not alter this starting point: where services can be delivered
through competitive markets, they should not be brought within the scope of regulated network activity
unless there is clear evidence that regulation is necessary and in consumers’ long-term interests.

It is imperative that the regulatory framework remains robust yet sufficiently flexible to accommodate
the emergence of new energy services. However, DNSPs should not be permitted to provide services
in contestable markets where there is a risk of undermining competitive neutrality, distorting investment
signals, or transferring commercial risk to consumers. This includes under ring-fencing waivers that
enable DNSPs to offer unclassified services as part of ‘regulatory sandboxing’ trials. In fledgling
markets, such waivers only serve to smother competition between smaller service providers before it
even gains momentum.

DNSPs should only be permitted to provide services that would otherwise be contestable where there
is clear evidence that competition cannot deliver those services on efficient and commercially viable
terms. Furthermore, in those circumstances, DNSP investment to support the provision of such
services should not be included in regulated returns.

CPU’s EVCI trial waiver application to the AER, which sought to put compliance with the distribution
ring-fencing guideline beyond doubt, demonstrates the need for clear and timely service classification.
New and emerging energy services should be classified as regulated, unregulated or unclassified on
a case-by-case basis as early as possible, with sufficient flexibility to reclassify them as the market
matures.

We would also support a review of the treatment of multi-service assets to allow the AER to adjust cost
allocations where the actual use of an asset changes over time, to ensure there are no cross-subsidies
between regulated, negotiated and unregulated activities. Noting the complexities around this, we
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consider the network access arrangement review process could be an appropriate point for
reconciliation and adjustment.

Alinta Energy notes that most recent ring-fencing waiver applications appear to have been approved
by the AER, often despite significant stakeholder concerns. While the AER’s current review of its ring-
fencing guideline is welcome, this pattern raises questions about whether the framework gives
sufficient weight to contestability.

Nexa rule change request

Alinta Energy supports the objective of Nexa’s rule change request, which seeks to strengthen ring-
fencing arrangements and reduce the risk that DNSP activities distort contestable energy service
markets. We agree that the AER’s current approach to ring-fencing waivers does not give sufficient
weight to the longer-term market implications for competition and consumers in emerging markets and
is inconsistent with the consumer outcomes contemplated by the National Electricity Objective.

We support Nexa’s proposal to elevate core ring-fencing obligations and associated governance
arrangements into Chapter 6 of the NER. This would provide a clearer and more durable framework
for managing the boundary between regulated network activities and contestable services. A similar
approach is used in the gas pipeline framework, where minimum ring-fencing obligations are set out in
legislation and waiver prerequisites are specified in the rules.

The AEMC'’s second alternative option, providing more guidance in the NER on the principles the AER
should consider when developing ring-fencing guidelines, may also warrant further consideration.
However, guidance alone is unlikely to be sufficient unless it clearly constrains the circumstances in
which waivers can be granted.

By contrast, retaining the current NER arrangements and relying only on the AER to review the ring-
fencing guidelines would not adequately address the issues identified in Nexa's request. It would leave
the core obligations too dependent on guideline-level discretion and would not provide sufficient
protection against DNSP activities undermining competition in contestable energy service markets.

ENA rule change request

Alinta Energy does not support ENA’s proposal to allow DNSPs to classify kerbside EVCI as a direct
control service and recover costs through regulated revenue. Kerbside EVCI is an emerging but
contestable market that is already attracting investment from charge point operators, energy retailers,
fleet providers and other private participants. Allowing DNSPs to recover EVCI costs from electricity
consumers would distort competition, deter private investment and shift commercial risk from DNSPs
to customers. It would also raise an equity concern by requiring all electricity consumers, including
non-EV owners, to contribute to infrastructure they may not use, while competitive providers remain
willing and able to deliver charging options without subsidies from non-users.

While we support the acceleration of electric vehicle adoption and related charging infrastructure, these
should be pursued through competitive market mechanisms rather than through any expansion of
regulated monopoly activities. As the market is still in its initial stages, we consider it premature to
suggest it is trapped in a ‘chicken and egg’ cycle. Rather, we would advocate for the AEMC to provide
its full support to developing a suitably competitive market and to only intervene where there is
evidence of market failure.



