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AER: DRAFT NSW ELECTRICITY INFRASTRUCTURE FUND CONTRIBUTION DETERMINATION GUIDELINES
19 AUGUST 2026

The AER’s 2026 Draft NSW Electricity Infrastructure Fund Contribution Determination Guidelines represent a significant evolution in the cost recovery framework underpinning the NSW Electricity Infrastructure Roadmap. As the Roadmap transitions from concept to construction, liabilities associated with REZ transmission, LTESA‑supported generation and storage, and firming infrastructure are becoming material and recurring. The contribution determination is now the primary mechanism through which these costs are recovered from NSW electricity consumers, including large commercial and industrial (C&I) users who fund the Roadmap through distribution tariffs irrespective of contracting strategy or behind‑the‑meter investment.

The EUAA supports transparency, disciplined risk allocation, and evidence‑based regulatory design. However, the draft Guideline materially increases consumer cost exposure by expanding liquidity buffers, accelerating cost recovery, and embedding conservative assumptions across multiple risk components. The Minimum Prudent Cash Balance (MPCB) is now a major driver of contribution amounts, comprising buffers for counterparty default, timing mismatch, LTESA volatility, and network infrastructure uncertainty. While each component is individually justified, their cumulative effect frontloads cost recovery and positions consumers as the residual risk‑bearer for risks introduced by policy design—particularly the 16‑month DNSP remittance lag, which artificially inflates liquidity requirements.

LTESA volatility buffers further increase consumer exposure by requiring funding not only for expected liabilities but also for high‑impact downside scenarios. The basis for splitting LTESA costs into “generation” and “other” categories remains insufficiently transparent, with implications for EITE exemptions and cost redistribution.  Network infrastructure buffers introduce additional upward pressure as REZ transmission projects progress through construction, with cost variability expected to rise materially.

Structural issues in the NSW Government‑set apportionment and exemption frameworks compound these impacts. Non-generation costs are allocated solely on peak demand, disproportionately affecting high‑peak industrial loads. EITE exemptions apply only to generation‑related LTESA costs, despite non-generation costs becoming the dominant Roadmap liability. Distribution‑connected EITE facilities contribute to Roadmap costs while transmission‑connected facilities do not, creating inequity. These design features risk undermining the policy intent of shielding trade‑exposed industries from competitiveness‑eroding electricity costs.

A further concern is the risk of double recovery if Roadmap‑funded transmission assets are later added to a TNSP’s regulated asset base under the National Electricity Rules. Without explicit safeguards, consumers could pay twice for the same infrastructure.

The EUAA recommends recalibrating liquidity buffers, improving transparency, aligning cost allocation with beneficiaries, reviewing exemption pathways, reforming DNSP remittance schedules, and ensuring Roadmap‑funded assets are excluded from the RAB. These measures are essential to maintain fairness, efficiency, and confidence in the Roadmap’s cost recovery framework.
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